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In recent years, South American financial institutions have successfully
raised capital through the securitization of off-shore payment streams, or
diversified payment rights. Because these transactions center on dollar-
denominated payments generated outside the host country, the future flow
transactions already in the market have proved remarkably resilient in the face
of uneven economic conditions in emerging market countries. Ambac Financial
Group has guaranteed a number of these future flow transactions and, in early
2005, looked to put its experience — and financial capacity — to work in support
of another such deal.

Banco Itau, which has the highest market capitalization among banks in
Latin America (US$21 billion), was exploring the possibility of an issuance from
its existing diversified payment rights program. In addition to the bank’s solid
market position, Banco Ital enjoys the reputation of being among the most
profitable and financially sound banking institutions in Brazil and all of South
America, making it a prime target for Ambac. Banco Ital was interested in
including an Ambac guarantee on the deal, even though a mid-year closing was
targeted.

With extensive experience in future flow transactions, Ambac was able to
work quickly to meet the aggressive timetable. After receiving the mandate,
Ambac underwriters structured, underwrote and closed the deal within a few
weeks. Strong appetite for Ambac-wrapped deals in the market enabled Banco
Itau to achieve the best pricing to date on a Brazilian diversified payment rights
issuance. The $200 million, triple-A-rated transaction was successfully closed on
June 30, 2005.
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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 June 30, 2005, 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 securities of, the issuer of the obligations described in this report. Calyon New York Branch was the placement agent on this transaction.
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