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Research Update:
Ambac Assurance Corp. Ratings Lowered To

'BBB' And Placed On CreditWatch Negative

Overview

* W believe that Anbac Assurance Corp. is effectively in runoff.

e Loss reserving increases have depl eted surplus, boosting the |ikelihood
of regulatory intervention, and we believe Anbac's prospects for witing
new busi ness are negligible

* As a result, we have |lowered our ratings on Arbac to 'BBB'" from'A and
pl aced them on Credi t \Watch negative

Rating Action

On June 24, 2009, Standard & Poor's Ratings Services lowered its counterparty
credit, financial strength, and financial enhancenent ratings on Ambac
Assurance Corp. to 'BBB from'A . At the sane tinme, Standard & Poor's al so
lowered the ratings on related entities and placed all of the ratings on
CreditWatch with negative inplications.

Rationale

The downgrade stens from our view that Ambac is effectively in runoff. We also
| owered the ratings because of our belief that the likelihood of the conpany
continuing as an operating entity capable of witing new business has
decreased significantly.

As the conpany's book of business runs off, it could becone concentrated
and | ack sufficient sector diversity. In addition, the company's 2005-2007
vintage direct RVBS and CDO of ABS exposures are subject to continued adverse
| oss devel opnent that coul d erode capital adequacy. Supporting the hol ding
conpany' s debt-service needs m ght al so place pressure on capital adequacy.

CreditWatch

As a runoff conpany, the ratings on Anbac woul d be no higher than in the ' BBB
category. We could lower the ratings again if, upon review of the insured
portfolio, we deternine that Ambac's capital position has weakened.

The conplete list of ratings affected by today's actions will be
avai l abl e in the com ng days. Wen available, the list can be found on
Standard & Poor's public Wb site at www st andardandpoors.com click on
Ratings on the | eft-hand navi gation bar and then sel ect Bond | nsurance.
Ratings information is also available on RatingsDirect
(www. ratingsdirect.conm). Qur analysis of the inpact of these rating actions is
ongoing; we will post any additional rating changes at the sane |ocations.
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Ratings List

Downgr aded; CreditWatch/ Qutl ook Action
To From
Anbac Assurance Corp.
Conni e Lee | nsurance Co.
Ambac Assurance U. K. Ltd.
Counterparty Credit Rating
Local Currency BBB/ WAt ch Neg/ - - A/ Negat i ve/ - -
Financial Strength Rating
Local Currency BBB/ WAt ch Neg/ - - A/ Negat i ve/ - -

Anbac Assurance Corp.
Ambac Assurance U. K. Ltd.
Fi nanci al Enhancerment Rati ng
Local Currency BBB/ WAt ch Neg/ - - A--]--

Anbac Fi nancial G oup, Inc.
Counterparty Credit Rating
Local Currency BB/ \at ch Neg/ - - BBB/ Negat i ve/ - -

Anbac Assurance Corp.
Preferred Stock BB/ WAt ch Neg BBB

Anbac Fi nancial G oup, Inc.
Seni or Unsecured BB/ Vat ch Neg BBB
Subor di nat ed B/ Wat ch Neg BB+

Conplete ratings information is available to RatingsD rect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors. com sel ect your
preferred country or region, then Ratings in the left navigation bar, followed
by Find a Rating.
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