
With a vibrant, industrialized economy and an expanding middle class,
Korea has experienced a surge in consumer lending activity. The mortgage sector
and Korean financial institutions are increasingly exploring ways to manage and
capitalize on this trend. Korea First Bank (KFB) met with success in issuing the
country's first-ever bank mortgage-backed securities offering in 2004. With the
bank's mortgage portfolio continuing to grow, KFB decided to enter the MBS 
market again in late 2004. The bank had teamed with Ambac Assurance on their
first transaction, benefiting from the financial guarantee company's 
extensive experience in mortgage-backed securities analysis and structures.
Hoping to replicate the efficient process used in the earlier 2004 deal, KFB again
asked Ambac to help structure and guarantee a 550 million offering.

Securitized assets were comprised of first ranking, prime residential KFB
mortgages domiciled in South Korea. A balance guarantee swap was included in
the structure to exchange Korean won to Euro dollars on each note payment
increasing the bank's access to offshore markets. Ambac's experience with 
previous Korean MBS deals helped ensure an efficient structuring process, even
with the additional complexity of the cross-currency swap, which was included in
the Ambac guarantee.

The triple-A-rated 550 million deal was successfully placed in the Euro
144A market in December 2004.  This transaction, the third Korean MBS deal to
include Ambac's triple-A guarantee and the second with KFB, was notable as the
largest cross-border MBS deal from Korea with the longest legal maturity ever
issued in the Korean MBS market. 
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This report has been prepared by Ambac Assurance Corporation ("Ambac Assurance"). It is distributed solely to assist issuers and their underwriters and financial
advisors in gaining a better understanding of Ambac Assurance's experience as a financial guarantee insurance company. The report was written by personnel of
Ambac Assurance based on information available and believed to be accurate and complete as of December 6, 2004, the date on which the obligations described
above were issued (the "Issuance Date"), which information was obtained from sources believed to be reliable. However, because of the possibility of human or
mechanical error by our sources and the occurrence of subsequent events, Ambac Assurance does not guarantee the accuracy or completeness of this report as
of the Issuance Date or its continued accuracy as of any date subsequent thereto. This report is distributed for information purposes only and nothing contained
herein should be viewed as investment advice or as constituting a recommendation to buy, hold or sell the obligations described herein. Ambac Assurance has
insured the obligations described above and received fees for the issuance of a financial guarantee insurance policy covering such obligations. In addition, Ambac
Assurance (or its affiliates) may from time to time provide investment or financial products or other services for, or solicit other business from, or invest in secu-
rities of, the issuer of the obligations described in this report.  RBS, BNP Paribas and Caylon were the underwriters on this transaction.
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