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Research Update:

National, MBIA Inc. Downgraded; BAM, Assured,
MBIA Corp. Affirmed; All Outlooks Stable

Overview

e W conpleted our periodic review of the bond insurers.

« W are lowering our ratings on National and MBIA Inc. and affirmng our
rati ngs on BAM Assured, and MBI A Corp.

» The outlooks for National, MBIA Inc., BAM Assured, and MBI A Corp. are
stabl e.

 AG London renains on CreditWatch Positive.

Rating Action

On June 26, 2017, S&P dobal Ratings lowered its financial strength rating on
Nati onal Public Finance Guarantee Corp. (National) to 'A from'AA-' and its
long-termcounterparty credit rating on MBIA lnc. to 'BBB from'A-'. W also
renoved our ratings on these issuers from CreditWatch Negative where we
initially placed them June 6, 2017. The outl ooks are stable.

We affirmed our 'AA financial strength rating on Build Anerica Mitual
Assurance Co. (BAM and renoved it from CreditWatch Negative where we pl aced
it June 6, 2017. The outl ook is stable.

We affirmed our 'A" long-termcounterparty credit rating on Assured Cuaranty
Ltd. (AQ) and our '"AA financial strength ratings on its bond insurance
subsidiaries (collectively Assured). The outl ooks are stable.

We affirnmed our ' CCC financial strength rating on MBI A |Insurance Corp. (MBIA
Corp) and revised the outlook to stable fromnegative. W are al so wi thdrawi ng
our 'D rating on MBIA Corp.'s surplus notes and preferred stock.

Qur 'BB financial strength rating on Assured Guaranty (London) LTD. (AG
London) renains on CreditWatch with positive inplications.

Rationale

The rating actions on National and MBIA Inc. are based on our view that
National 's business risk profile is weaker than its peers', as National has
struggled to gain wi de market acceptance. Its risk-adjusted pricing (RAP)
rati o, although inproving, has been the lowest in the industry and was 2.67%
for the first five nonths of 2017, as conpared to Assured's and BAM s of 4.93%
and 4.38% respectively. Although the |ow RAP can be attributed partially to
trading differential, the very | ow volume of the par witten is an additional
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i ndication of National's limted market penetration and acceptance. W do not
expect neani ngful inprovenment in volume and market share or the conpany's
busi ness risk profile.

Wth regard to National's financial risk profile, the company's capita
adequacy is very strong, with a capital adequacy ratio in excess of 1.0x.
However, National has a Largest Obligor Test (LOT) violation that linmts our
vi ew of capital adequacy. Notwi thstanding the LOT violation, we expect
National's capital position to remain supportive of the rating. Qur rating on
MBI A reflects its structural subordination to National

The rating actions on BAM are based on our view that, although the conpany
continues to trail Assured in business volune and pricing, it has gai ned
strong mar ket acceptance. Through the first five nmonths of 2017, the company's
share of insured U S. public finance par was approximately 42% and its RAP was
4.39% Based on the conpany's underwiting strategy, we do not expect a
material change in its market share, nor do we expect a significant change in
the risk profile of its insured portfolio. BAM has nade operational changes
that we expect to inprove the long-termprofitability of the conmpany and hel p
bol ster its capital position. As a mutual conpany, however, BAM s RAP and
profitability may always trail Assured' s because its menbers seek a stable,

| ow cost source of insurance, and the driver of its capital growh is its
nmenbers' surplus contributions.

BAM s capital adequacy is very strong with a capital adequacy ratio in excess
of 1.0x. However, this is the first year the conpany incurred a LOT violation
which may create volatility inits capital position and linmts our viewof its
capi tal adequacy, which could weigh on our future ratings.

The affirnmation of our rating on Assured reflects our view of its strong
conpetitive position built on a proven track record of credit discipline and
mar ket | eadership in terns of par insured, premiuns witten, and risk-based
pricing. For the first five nonths of 2017, the conpany reported a U S. public
finance RAP of 4.93% and a RAP of 6.32% when we include the international
public finance business.

Al t hough nmuch of Assured's business has been in the U S. public finance
market, it has the nost diverse underwiting strategy of any bond insurer

al so conducting business in the global structured finance and internationa
public finance markets. Although some segnents of these other narkets have
been risky in the past, we believe managenent's current approach to witing
business in themis well thought-out and neasured. W therefore believe this
strategy provides flexibility to capitalize on growh trends and pricing
opportunities in one sector while other sectors experience | ess-favorable
trends, which we feel provides sonme conpetitive advantage versus its peers.
Additionally, and inportantly, we do not believe Assured's presence in these
other markets will become a significant part of its overall business.

Assured's capital adequacy is very strong with a capital adequacy ratio in
excess of 1.0x. However, Assured has a LOT violation that linmts our view of
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capi tal adequacy and could weigh on the rating. In addition, the conpany's
exposure to issuers in Puerto Rico may pressure its capital position as |osses
begin to materialize. Qur rating on AGL reflects its structural subordination
to Assured.

The rating action on MBIA Corp. is based on our view that the conpany's
[iquidity positon has sonewhat inproved; however, its liquidity remains weak
and is subject to risks frompaynment timng on credit-default swap contracts
and residential nortgage-backed securities excess spread recoveries. In our
view, MBIA Corp.'s capital position is very weak, and we score its capita
adequacy as |ess vulnerable. Gven the size of MBIA Corp.'s insured portfolio
versus its capital base and the linted opportunities to inprove its capital
position, we do not expect to see any inprovenent in its capital adequacy. The
conpany is in run-off, and we view it as nonstrategically inportant to MBI A

I nc.

Wth regard to AG London, the conpany was purchased from MBI A | nsurance Corp
in Jan. 2017 and there are no rei nsurance or support agreenents between AG
London and any AG. subsidiary. AG London will remain in run off and we view it
as nonstrategically inportant to Assured. Assured managenent is working to
conbi ne AG London with its other affiliated European insurance conpani es, at
which tine the insured obligations of AG London will becone the obligations of
the entity surviving the business conbination. Any such conbination will be
subj ect to regulatory and court approvals.

Outlook

The outl ook on National is stable, reflecting the strength of the conpany's
capital positon and the del everaging that is occurring as the run-off of
i nsured exposure is greater than the ampunt of new business being witten.

The stable outl ook on BAMreflects our view that its conpetitive position wll
remai n strong, and we believe market demand for BAM s credit enhancenent and
risk-return requirements will help maintain an acceptable RAP. W al so expect
t he conpany's operating perfornance to i nprove and becone | ess of a drag on
capital growth. The nmai ntenance of capital adequacy at the current level is
essential for rating stability.

The stable outl ook on Assured reflects our view of the conmpany's strong
conpetitive profile and very strong capital adequacy, as well as its

| eadership position in the U S public finance market. The outl ook al so
consi ders Assured's neasured approach to insure international infrastructure
and gl obal structured finance transactions to capitalize on positive market
trends in those markets. We al so do not expect the non-U. S. public finance
business to alter the overall risk profile of the insured portfolio. The

mai nt enance of a capital adequacy ratio of nmore than 1.0x is essential for
rating stability.

The stable outlook on MBIA Corp. reflects our view that the conpany's capita
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and liquidity are adequate to neet claimpaynents through 2017. Gven the risk
of the remaining insured portfolio relative to MBIA Corp.'s capital base and
l[imted opportunity to inprove its capital position, we expect capital to
remai n under stress. If MBIA s capital stabilizes as a result of |ower
potential adverse |oss devel opment, we would view this as positive to the
rating. If the company exhibits increased | osses and dinmnished liquidity, so
that the tine to a possible breach of nminimumregulatory |evels shortens to

| ess than two years, we could |ower the rating.

CreditWatch

The CreditWatch Positive on AG London is based on our expectation that the
conpany will be folded into one of Assured's affiliated European insurance
conpani es and the insured obligations of AG London will becone obligations of

Assured and carry the sane rating as Assured. W would maintain the rating on
AG London if the conpany were not comnbined with one of Assured's affiliated
Eur opean i nsurance conpani es or there were no reinsurance or support
agreenents that benefit AG London

Related Criteria

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Criteria - Insurance - General: Enterprise R sk Managenent, May 7, 2013

e Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

» CGeneral Criteria: Criteria For Assigning 'CCC+ , 'CCC, 'CCC-', And 'CC
Ratings, COct. 1, 2012

e« Criteria - Insurance - Bond: Bond | nsurance Rating Mt hodol ogy And
Assunptions, Aug. 25, 2011

e Ceneral Criteria: Use O CreditWatch And Qutl ooks, Sept. 14, 2009

e Criteria - Insurance - General: Hybrid Capital Handbook: Septenber 2008
Edition, Sept. 15, 2008
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Ratings Affirmed

Assured Guaranty (London) LTD.
Fi nancial Strength Rating

Local Currency BB/ Wt ch Pos/ - -
Fi nanci al Enhancenment Rati ng
Local Currency BB/ Wt ch Pos/ - -

Assured Guaranty Ltd.
Assured Guaranty US Hol di ngs I nc
Counterparty Credit Rating A St abl ef - -

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 26, 2017 5

1874505 | 302472720



Research Update: National, MBIA Inc. Downgraded; BAM, Assured, MBIA Corp. Affirmed; All Outlooks Stable

Assured Cuaranty (Europe) Ltd.
Muni ci pal Assurance Corp.
Assured Guaranty Re Overseas Ltd.
Assured Guaranty Re Ltd.
Assured Guaranty Muinici pal Corp.
Assured Cuaranty Corp
Counterparty Credit Rating
Local Currency AA/ St abl ef - -

Assured Guaranty (Europe) Ltd.
Muni ci pal Assurance Corp.

Assured Guaranty Re Overseas Ltd.
Assured Cuaranty Re Ltd.

Assured Guaranty Muinici pal Corp.
Assured Cuaranty Corp

Assured Guaranty (UK) Ltd.
Financial Strength Rating

Local Currency AA/ St abl ef - -
Fi nanci al Enhancenment Rati ng
Local Currency AA/ St abl ef - -

Assured Guaranty (UK) Ltd.
Counterparty Credit Rating AA/ St abl ef - -

Assured Cuaranty Municipal Hol di ngs Inc.
Counterparty Credit Rating
Local Currency Al St abl ef - -

Assured Guaranty Muinici pal Hol di ngs Inc.
Seni or Unsecur ed A
Juni or Subor di nat ed BBB+

Assured Guaranty US Hol di ngs I nc
Seni or Unsecur ed A
Juni or Subordi nat ed BBB+

Sutton Capital Trust |

Sutton Capital Trust 11

Sutton Capital Trust |11

Sutton Capital Trust IV

Wbodbour ne Capital Trust |

Wbodbour ne Capital Trust 11

Wbodbourne Capital Trust 111

Wbodbour ne Capital Trust |V

Preferred Stock A+

Ratings Affirmed; CreditWatch/CQutl ook Action
To From
Buil d Anerica Mitual Assurance Conpany
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Counterparty Credit Rating
Local Currency

Fi nanci al Enhancenent Rati ng
Local Currency

Fi nancial Strength Rating
Local Currency

Downgr aded; CreditWatch/ Qutl ook Action

MBI A I nc.
Counterparty Credit Rating

Nati onal Public Finance Guarantee Corp.

Muni ci pal Bond I nsurance Assn.

Counterparty Credit Rating
Local Currency

Financial Strength Rating
Local Currency

Nati onal Public Finance Guarantee Corp.

Fi nanci al Enhancenent Rati ng
Local Currency

MBI A | nc.
Seni or Unsecur ed

Not Rated Action

MBI A | nsurance Cor p.
Subor di nat ed
Preferred Stock

Rati ngs Affirned

MBI A d obal Funding LLC

Seni or Secur ed
Seni or Unsecur ed

AA/ St abl e/ - -

AA/ St abl e/ - -

AA/ St abl e/ - -

To

BBB/ St abl e/ - -

A St abl e/ - -

A/ St abl e/ - -

A/ St abl e/ - -

BBB

To

NR
NR

CCC
CCC

Ratings Affirned; CreditWtch/Qutlook Action
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Counterparty Credit Rating
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Fi nanci al Enhancement Rati ng
Local Currency
Financial Strength Rating
Local Currency
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From
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From
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Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further

i nfornati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at wwww. gl obal creditportal.comand at www. spcapitalig.com All
ratings affected by this rating action can be found on the S& d obal Rati ngs'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum.
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