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NEW YORK (Standard & Poor's) Nov. 17, 2008--Standard & Poor's Ratings Services
sai d today that Assured Guaranty Ltd.'s (Assured) agreenent to acquire
Fi nanci al Security Assurance Hol di ngs Ltd. (FSA Hol di ngs) appears to pose
limted rating risk for any of Assured's rated entities, including Assured
Guaranty Corp. (AGC, AAA/ Stable), or FSA Holdings' units, including Financial
Security Assurance |Inc.(FSA;, AAA Watch Neg).

"The transaction marks a continued reshaping of the bond insurance
i ndustry," said Standard & Poor's credit anal yst Robert Green.

On Nov. 14, 2008, Assured announced that it had reached an agreenent with
Dexia S. A to acquire FSA Hol dings, the parent conpany of FSA It also
announced that the $361 nmillion cash portion of the total $722 nillion
purchase price will be raised through an equity offering. W understand that
comon shares to Dexia will account for the difference. W have been told that
the equity offering is backstopped by a conmitnment by W. Ross & Co., which is
expected to be supported by a letter of credit, cash collateral, or other form
of support. W believe that cash is not expected to be w thdrawn from any
exi sting Assured or FSA Hol dings' units in connection with the acquisition.

The transaction has been structured to exclude the risk associated FSA's
financi al products business. W understand that the financial products unit
will remain under Dexia's ownership, will be put into runoff, and may benefit
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fromsone sort of guarantees fromthe Bel gian and French governments. Wile
the details of the soverei gn guarantee el enent of the transaction have not
been finalized and appear to be subject to execution risk, Assured seens to be
protected by the fact that the successful renoval of the financial products
business is a condition of closing. According to the parties, the closing is
contingent on the transacti on not having an adverse inpact on any Assured or
FSA ratings.

We understand that FSA will continue to operate as a separate |egal
entity, as will AGC and Assured's reinsurance units. Financial guaranty risk
and cl ai ms- payi ng resources for the various rated legal entities are not
expected to change in the near term While there are definite synergi es and
econom es of scale, it is not yet clear how these will unfold at the operating
conpany | evel.

Shoul d the transaction fail to close, we believe that FSA would be in a
nmore difficult position, and its ratings could be | owered. Dexia has
characterized FSA as a noncore unit. Under this ownership structure, FSA' s
ability to raise additional capital would be very questionable, as would its
ability to wite business in volunes that would support its rating.

Looki ng beyond the closing, both AGC and FSA have relatively | ow | oss
exposure to 2005-2007 vintage nonprine residential nortgage-backed securities
and second-lien nortgages, very little exposure to collateralized debt
obligations of asset-backed securities, and their respective capital cushions
are consi dered adequate in our criteria for 'AAA rated guarantors.

However, if nortgage | osses exceed current projections, or should the
gl obal credit deterioration cause additional meaningful |osses or ratings
m gration in nonnortgage sectors, we believe that capital adequacy coul d
becorme an issue. W believe this is especially true for AGC s trust preferred
CDO exposure. Such a scenario would be exacerbated by the dimnished financi al
flexibility currently facing nost financial institutions. Standard & Poor's
will continue to nonitor the situation as it devel ops.

Standard & Poor's, a division of The McGaw Hi || Conpanies (NYSE:MHP), is
the world's forenost provider of financial narket 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 23 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

Standard & Poor’s RatingsDirect | November 17, 2008 2

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page.



Copyright © 2008 Standard & Poor's, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscriber's or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of

passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.9823 or by e-mail to: research_request@standardandpoors.com.

Copyright © 1994-2008 Standard & Poor's, a division of The McGraw-Hill Companies. Al Rights Reserved. The McGraw-Hill Companies

www.standardandpoors.com/ratingsdirect 3



