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New York, March 26, 2010 -- Moody's Investors Service has lowered the rating of the senior unsecured debt of Ambac
Financial Group Inc. (Ambac Financial) to C from Ca, and placed the Caa2 insurance financial strength ratings (IFSR)
of Ambac Assurance Corporation (AAC) on review for possible upgrade. Moody's also placed the Caa2 IFSR for
Ambac Assurance UK Limited (AUK) on review with direction uncertain.

Today's rating actions may have implications for certain transactions wrapped by AAC and AUK as discussed later in
this press release.

TRANSACTION OVERVIEW

Today's rating action was prompted by Ambac's announced restructuring. AAC established a segregated account,
containing AAC's most risky exposures such as RMBS and Las Vegas Monorail. The Office of the Commissioner of
Insurance of the State of Wisconsin (OCI), Ambac's regulator, has placed the segregated account under
rehabilitation. AAC also entered into a non-binding agreement to commute all of its remaining ABS CDOs. These
actions are expected to improve the credit standing of AAC's senior unsecured policyholders by settling the insurer's
most risky exposures, and effectively subordinating (via the segregated account) policyholders with outstanding
claims. Moody's IFSR addresses senior policy obligations residing within AAC's general account, but not the now-
subordinated segregated account claims.

The segregated account is capitalized by a $2 billion secured note due 2050 issued by AAC, and an aggregate excess
of loss reinsurance agreement provided by AAC. The secured note is collateralized by installment premiums,
reinsurance premiums and certain recoveries related to the policies in the segregated account. All claims payments
related to the segregated account will be suspended, until the Segregated Account Rehabilitation Plan is approved by
the court. The OCI indicated that the process may take about six months. The rehabilitation plan calls for the future
payment of claims out of the segregated account to be made with a combination of cash and surplus notes.

Ambac also reached a non-binding agreement to settle ABS CDOs with counterparties. In exchange for the
termination of the ABS CDO obligations, AAC would pay the counterparties $2.6 billion in cash, and $2 billion surplus
notes issued by AAC. The surplus notes would have the same terms as the ones issued as part of the rehabilitation
plan. Given the non-cash component of the payments and the size of the payments compared to likely losses that
would have been sustained from these contracts, Moody's considers this transaction to represent a distressed
exchange.

RATIONALE FOR AMBAC ASSURANCE CORPORATION

The review for upgrade of AAC's financial strength rating reflects the enhanced credit profile of general account
policyholders following the group's restructuring. Policies allocated to the segregated account have been effectively
subordinated to the policies remaining in the general account, said Moody's. The general account's insured book
contains mainly less risky public finance securities, largely free of legacy risks, and appears to be well supported by
the corresponding claims paying resources (such as loss reserves and unearned premiums) and surplus notes to
fund future reinsurance claims. The surplus notes are subordinated to general account's insurance claims.

Moody's said that the potential for upward rating movement is tempered, however, by charges related to potential
lawsuits and AAC's inability to write new business before the full repayment of the surplus notes. During its review,
Moody's will evaluate the full impact of the restructuring on AAC's financial strength, including the extent to which
senior unsecured policyholders of the general account are truly insulated from segregated account losses.

Moody's believes that policies allocated to the segregated account are no longer appropriately considered to be senior
policyholder obligations of AAC and that, consequently, Moody's insurance financial strength rating for AAC would not
apply to such exposures.

RATIONALE FOR AMBAC ASSURANCE UK LIMITED

AUK has sent AAC notices of termination with respect to AUK's reinsurance agreement (from AAC), but per Ambac's



Form 8-K filing, AAC does not believe that AUK has a right to terminate the agreement. AUK has demanded payment
of unearned premium reserves, loss reserves, contingency reserves and loss adjustment expense reserves related
to the reinsured policies, less ceding commissions and certain adjustments. Currently, the liabilities of AAC under the
AUK reinsurance agreement have been allocated to the segregated account, and they are subject to the same
payment terms as the other obligations under the segregated account.

The review direction uncertain of AUK's Caa2 insurance financial strength rating reflects the potential for AUK's
financial profile to either improve, if successful in its efforts to terminate the reinsurance agreement and obtain cash in
lieu of previously ceded reserves. The rating may be lowered if such efforts are unsuccessful and its reinsurance
protection becomes further subordinated to AAC's general account policyholder claims.

RATIONALE FOR AMBAC FINANCIAL GROUP, INC

The downgrade of Ambac Financial's senior debt rating to C, in Moody's opinion, reflects the heightened risk of default
and very low ultimate recovery on the debt, whether through distressed exchange or potential bankruptcy
proceedings, due to the holding company's modest cash position and limited financial flexibility. In Moody's view, it is
unlikely that the holding company will be able to access operating company resources over a reasonable timeframe to
satisfy its obligations.

TREATMENT OF WRAPPED TRANSACTIONS

Moody's ratings on securities that are guaranteed or "wrapped" by a financial guarantor are generally maintained at a
level equal to the higher of the following: a) the rating of the guarantor (if rated at the investment grade level); or b) the
published underlying rating (and for structured securities, the published or unpublished underlying rating). Moody's
approach to rating wrapped transactions is outlined in Moody's special comment entitled "Assignment of Wrapped
Ratings When Financial Guarantor Falls Below Investment Grade" (May, 2008); and Moody's November 10, 2008
announcement entitled "Moody's Modifies Approach to Rating Structured Finance Securities Wrapped by Financial
Guarantors".

In light of today's rating actions, Moody's will position the ratings of wrapped transactions remaining in AAC's general
account, and the ratings of transactions wrapped by AUK, according to these criteria. If the rating of AAC or AUK
should subsequently move back into the investment grade range, or if the agency should subsequently publish the
underlying rating, Moody's would reinstate the rating to the wrapped instruments.

Moody's insurance financial strength ratings are opinions of the ability of insurance companies to repay punctually
senior policyholder claims and obligations and the rating agency believes that policies allocated to the segregated
account are no longer senior obligations of Ambac Assurance Corporation. As a result, wrapped transactions
allocated to the segregated account will be rated at the published underlying rating (and for structured securities, the
published or unpublished underlying rating).

A list of the securities wrapped by Ambac will be made available under "Ratings Lists" at
www.moodys.com/guarantors.

LIST OF RATING ACTIONS

The following ratings actions have taken place:

Ambac Assurance Corporation -- insurance financial strength to Caa2 on review for upgrade, from Caa2;

Ambac Assurance UK Limited -- insurance financial strength to Caa2 on review with direction uncertain, from Caa2;

Ambac Financial Group, Inc. -- senior unsecured debt to C, from Ca.

The last rating action related to Ambac was on July 29 , 2009, when Moody's downgraded Ambac's financial strength
ratings to Caa2 and Ambac Financial's ratings (senior debt to Ca).

The principal methodology used in rating Ambac was Moody's Rating Methodology for the Financial Guaranty
Insurance Industry, which can be found at www.moodys.com in the Rating Methodologies sub-directory under the
Research & Ratings tab. Other methodologies and factors that may have been considered in the process of rating
Ambac can also be found in the Rating Methodologies sub-directory on Moody's website.

Ambac Financial Group, Inc. (NYSE: ABK), headquartered in New York City, is a holding company whose affiliates
provide financial guarantees and financial services to clients in both the public and private sectors around the world.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. Under no circumstances shall MOODY'S have any
liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect,
special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits),
even if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to
use, any such information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the information
contained herein must make its own study and evaluation of each security it may consider purchasing, holding or
selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.
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MIS, a wholly-owned credit rating agency subsidiary of MOODY'S Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder
Affiliation Policy."

Any publication into Australia of this Document is by MOODY'S affiliate MOODY'S Investors Service Pty Limited ABN
61 003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be
provided only to wholesale clients (within the meaning of section 761G of the Corporations Act 2001). By continuing to
access this Document from within Australia, you represent to MOODY'S and its affiliates that you are, or are
accessing the Document as a representative of, a wholesale client and that neither you nor the entity you represent
will directly or indirectly disseminate this Document or its contents to retail clients (within the meaning of section 761G
of the Corporations Act 2001).


