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Research Update:

MBIA Insurance Corp. Ratings Affirmed At 'B';
Outlook Negative

Overview

* W view the conbi ned business and financial risk profile of MIA
I nsurance Corp. as weak based on the updated bond insurance criteria
Standard & Poor's published on Aug. 25, 2011

e Stress-case loss projections for the insured portfolio significantly
exceed t he conpany's capital resources.

* W have affirmed the financial strength rating at 'B'.

« The outl ook renmains negative, reflecting concerns that continued adverse
| oss devel opnent could dimnish [iquidity and weaken capital

Rating Action

On Nov. 30, 2011, Standard & Poor's Ratings Services affirmed its financial
strength rating on MBI A I nsurance Corp. (MBIA) at 'B . The outlook remains
negati ve.

Rationale

The 'B' rating on MBIA reflects our view, based on our updated bond insurance
criteria, that the conpany has relatively |low capital for its needs; poor
operating performance, which we expect to continue; and a | ack of any
conpetitive advantages to inprove its financial position in the next 12
nonths. (For nmore information on the updated criteria, see "Bond |nsurance
Rati ng Met hodol ogy And Assunptions,"” published Aug. 25, 2011, on RatingsDirect
on the Aobal Credit Portal.) The rating also reflects the conpany's run-off
status, in our view, and our view that this corporate profile is unlikely to
change unless restructuring-related litigation is resolved. The timng of the
l[itigation resolution is uncertain.

The ratings reflect weak econonic conditions in the U S., which have
contributed to losses in the conpany's structured finance business, as well as
Standard & Poor's expectations for the future, which we factor into our
stress-case |l oss projections. In particular, our stress-case |oss projections
for MBIA's collateralized debt obligations (CDCs) of asset-backed securities
and its comrercial real estate exposure significantly exceed the conpany's
capi tal resources.

MBI A has no dividend capacity to support parent conpany MBIA Inc.'s
(B-/Negativel/--) debt-service obligations. W expect that MBIAInc.'s
short-terminvestnents should cover its debt-service and operating-expense
obligations through 2013. In addition, the estinated taxes release related to
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the tax sharing agreement could provide additional liquidity.

Outlook

The negative outl ook on MBIA reflects the possibility that adverse | oss

devel opnent in the structured finance business could continue, dinnishing
liquidity and weakening capital. W expect liquidity will be adequate to neet
projected clains paynents over the next several years, but this could change
if losses and earnings volatility increase. If MBIA s capital stabilizes as a
result of dimnished potential for future adverse | oss devel opnent, we woul d
view this as positive to the rating. However, if the conpany exhibits

i ncreased | osses and dimnished liquidity--such that the tinme to a possible
breach of mninmumregulatory capital |evels shortens to less than two years or
if surplus falls bel ow $500 mllion--we could |ower the ratings.

Related Criteria And Research
 Bond | nsurance Rating Methodol ogy And Assunptions, Aug. 25, 2011

Ratings List
Ratings Affirmed

MBI A | nsurance Cor p.
Capital Markets Assurance Corp.
Counterparty Credit Rating B/ Negati ve/ - -

MBI A I nsurance Cor p.
MBI A U. K. I nsurance Ltd.
Capital Markets Assurance Corp.
Financial Strength Rating B/ Negati ve/ - -

MBI A I nsurance Cor p.
MBI A U. K. | nsurance Ltd.

Fi nanci al Enhancenent Rati ng B/ --/--
MBI A I nc.
Counterparty Credit Rating B-/ Negati ve/ - -

MBI A I nsurance Cor p.
Seni or Unsecur ed CCC
Preferred Stock C

MBI A d obal Funding LLC

Seni or Secured B
Seni or Unsecur ed B
MBI A | nc.
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Seni or Unsecur ed B-

Conplete ratings information is avail able to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obalcreditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col umm.
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