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Research Update:

BAM, MBIA, National Ratings Placed On
CreditWatch Negative On Review Of Bond
Insurers' Competitive Positions

Overview

* W intend to review the bond insurers and may adjust certain ratings
based on a conpany's conpetitive strengths or weaknesses relative to its
peers.

« W are placing our ratings on BAM and National on CreditWatch Negati ve,
as our review may |lead to a downgrade of both of those entities.

« W expect to conplete our review within the next three nonths.

Rating Action

On June 6, 2017, S&P d obal Ratings placed its '"AA financial strength rating
on Build America Miutual Assurance Co. (BAM on CreditWatch with negative

i mplications. W also placed our "A-' long-termcounterparty credit rating on
MBI A Inc. and our 'AA-' financial strength rating on National Public Finance
CGuarantee Corp. (National) on CreditWatch with negative inplications.

Rationale

The CreditWatch placenments are based on our view that BAM and National's
conpetitive positons may be sufficiently weaker within the industry than
Assured Cuaranty Ltd.'s operating subsidiaries, making greater rating
differentiation appropriate

The rating action on BAMis based on our view that, although the company has
experi enced an increase in business volune year-over-year, its share of the
amount of industry insured par and premuns witten, as well as its risk-based
pricing, may not support the rating. In addition, an underwiting strategy
focused solely on the U S. public finance market--and not all sectors within
that market--may limt BAMs conpetitive position nore than we originally

t hought .

The rating actions on National and MBIA Inc. are based on our view that

Nati onal has been struggling to gain wi de market acceptance. In addition, its
ri sk-adjusted pricing, although inproving, is currently the lowest within the
i ndustry. Wth an underwiting strategy al so focused on the U S. public
finance market, National is exposed to volatility and the macroeconom cs of a
single market, in our view. Qur rating on MBIA reflects its structura

subordi nation to National
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We are unlikely to take a rating action on Assured's bond insurance
subsidiaries as part of this review, and have therefore not placed those

rati ngs on CreditWatch. Assured's strong conpetitive positionis built on a
proven track record of credit discipline and market |eadership in ternms of par
i nsured, premiuns witten, and risk-based pricing. A though nuch of the
conpany's busi ness has been in the U S. public finance market, it has the nost
di verse underwiting strategy of any bond insurer, also conducting business in
the gl obal structured finance and international narkets. W believe this
strategy provides flexibility to capitalize on growh trends and pricing
opportunities in one sector while others see | ess-favorabl e trends.

CreditWatch

To resolve our CreditWatch |istings, we expect to review each bond insurer's

conpetitive position and relative performance in depth. If we deternine that a
downgrade of BAMis appropriate, we do not expect to |lower our ratings by nore
than one notch. If we determ ne that a downgrade of National and MBIA Inc. is
appropriate, we do not expect to |lower our ratings by nore than three notches.

Related Criteria

e General Criteria: Group Rating Methodol ogy, Nov. 19, 2013

e Criteria - Insurance - Ceneral: Enterprise Ri sk Managenment, May 7, 2013

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

e Criteria - Insurance - Bond: Bond | nsurance Rating Methodol ogy And
Assunpti ons, Aug. 25, 2011

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Ratings Affirned; CreditWtch/Qutlook Action

To From
Build Anerica Miutual Assurance Conpany
Counterparty Credit Rating
Local Currency AA/ WAt ch Neg/ - - AA/ St abl e/ - -
Fi nanci al Enhancenent Rati ng
Local Currency AA/ Wt ch Neg/ - - AA/ St abl ef - -
Financial Strength Rating
Local Currency AA/ Wat ch Neg/ - - AA/ St abl ef - -
MBI A I nc.
Counterparty Credit Rating A-/Watch Neg/ - - A-/ St abl e/ - -
Muni ci pal Bond | nsurance Assn.
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Nati onal Public Finance Guarantee Corp.
Counterparty Credit Rating

Local Currency AA-/ Wat ch Neg/ - - AA-/ St abl e/ - -
Fi nanci al Strength Rating
Local Currency AA-/ Wat ch Neg/ - - AA-/ St abl e/ - -

Nati onal Public Finance Guarantee Corp.
Fi nanci al Enhancenment Rati ng

Local Currency AA-/ Wat ch Neg/ - - AA-/ St abl e/ - -
MBI A I nc.
Seni or Unsecured A-/ Wt ch Neg A-

Certain ternms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

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