STANDARD RaTiINGSDIRECT®

&POOR’S

November 26, 2007

Standard & Poor's To Continue Review Of
Bond Insurers And Their Subprime-Related
Transactions

Primary Credit Analyst:
Dick P Smith, New York (1) 212-438-2095; dick_smith@standardandpoors.com

Secondary Credit Analysts:
Robert E Green, New York (1) 212-438-2013; robert_green@standardandpoors.com
David Veno, New York (1) 212-438-2108; david_veno@standardandpoors.com

Media Contact:
Mimi Barker, New York (1) 212-438-5054; mimi_barker@standardandpoors.com

NEW YORK (Standard & Poor's) Nov. 26, 2007—Standard & Poor's Ratings
Services' G obal Bond Insurance Group is preparing another in its series of
conments on bond insurers' subprine exposure, as stated in its recent report
card on the bond insurance industry ("Subprime Mrtgage Sector Brings M xed
Devel opnents For Bond Insurers," published on Cct. 29, 2007). The | ast
publ i shed comment on this topic ("U S. Bond Insurers Wthstand Subprinme Stress,
" published on Aug. 2, 2007) included a stress scenario for the primary bond
insurers that reflected our opinion that conservative theoretical
deterioration of subprine RVBS securities and CDOs with subprine collatera
did not inpair the bond insurers' capital cushions. A capital cushion is the
amount of capital that a conpany has in excess of the nininmm capital
requirement at its rating |level.

We are working to update the assunptions that would underlie a revised stress
scenario to reflect current nmarket conditions and recent rating revisions in
the RVMBS and CDO of ABS sectors by our Structured Finance departnent. In

addition, the new stress scenario will broaden the vintage period covered to
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i ncorporate the entire period of 2005 through the third quarter of 2007, as
wel | as incorporate additional asset classes, including Al't-A |oans,

cl osed-end second nortgages, net interest margin securities (N MS), and hone
equity lines of credit (HELGCCs).

In addition, as part of this ongoing review of bond insurers' exposure in the
RVMBS and CDO of ABS sectors, Standard & Poor's is review ng insured CDO
transactions with overcollateralization-linked events of default (EQD) to
clarify potential courses of action that an insurer mght followin the event
of an EOD trigger. Standard & Poor's is reviewing all bond insurers' exposures
to such triggers and nmonitoring whether any of the triggers are exercised and,
if so, if they materially alter our views regarding the potential for |osses
in any transactions.

As we have noted previously, ("Bond Insurers’ Credit Default Swap Busi ness
Continues To Evolve," published on Dec. 4, 2006, and included in the 2007 Bond
I nsurance book), bond insurers' exposure in the CDO sector is witten al nost
solely on a pay-as-you-go nodel. The bond insurers' payout terns on these
transactions closely resenble a traditional financial guarantee policy. This
nmeans that bond insurers will only pay principal and interest if there is a
default by the reference credit, which nmtigates liquidity demand and the
potential for an abrupt short-termdrain on capital

Standard & Poor's seeks to provide thoughtful and tinmely credit comentary to
the markets and believes that this kind of clarity can be hel pful to al

mar ket participants. We are currently incorporating the above-nentioned new
data into our stress nodeling in order to test the bond insurers' ability to
wi t hstand further subprine stress. W will publish our credit opinion upon
conpl etion of this process.

Standard & Poor's, a division of The MG aw H || Conpanies (NYSE:MHP), is
the worl d's forenost provider of financial market intelligence, including
i ndependent credit ratings, indices, risk evaluation, investnment research, and
data. Wth approxi mately 8,500 enpl oyees, including wholly owned affiliates,
located in 21 countries, Standard & Poor's is an essential part of the world's
financial infrastructure and has played a leading role for nore than 140 years
in providing investors with the independent benchmarks they need to feel nore
confident about their investnent and financial decisions. For nore
i nfornmation, visit ww. standardandpoors. com
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