
Rating Action: Moody's downgrades National Public Finance Guarantee Corporation
to Baa2 and MBIA Inc. to B2.

Global Credit Research - 19 Dec 2011

New York, December 19, 2011 -- Moody's Investors Service has downgraded to Baa2, from Baa1, the
insurance financial strength (IFS) rating of National Public Finance Guarantee Corporation (National) and
changed its outlook from developing to negative. The rating agency also downgraded the rating of
National's parent company, MBIA Inc. (MBIA; senior debt to B2, from Ba3), and placed the ratings of MBIA
Insurance Corporation (MBIA Insurance; IFS at B3) and subsidiaries under review for possible downgrade.

Today's rating actions have implications for the various transactions wrapped and reinsured by National
Public Finance Guarantee Corporation and MBIA Insurance Corporation as discussed later in this press
release.

RATIONALE FOR DOWNGRADE OF NATIONAL PUBLIC FINANCE GUARANTEE CORPORATION

Moody's said that the downgrade of National's rating to Baa2 reflects 1) weakening of the overall MBIA
group's market standing as losses grow at National's affiliated companies, principally MBIA Insurance; and
2) the risk that resources at National could be drawn away to support losses elsewhere within the group.
MBIA Insurance recently indicated that it commuted $20 billion of gross insured exposure in the 4th quarter
for approximately $500 million above related third quarter reserves. MBIA Insurance previously disclosed
liquid assets of about $800 million at 3Q 2011, a level that would leave it challenged to meet large liquidity
requirements of bulk settlements with its counterparties. Moody's believes that growing losses at MBIA
Insurance are negative for National, whose future business prospects are premised on its ability to avoid or
minimize negative financial and business impacts from its affiliation with the broader MBIA group. National's
negative outlook reflects its credit linkage to the other weaker entities of the group as a result of ongoing
restructuring litigation.

RATIONALE FOR REVIEW OF MBIA INSURANCE CORPORATION

The rating agency stated that the review for downgrade of MBIA Insurance reflects the continued weakness
in the firm's insured portfolio, as highlighted by losses in excess of reserves on recently commuted
transactions, and the potential for claims settlements at less than the economic value of the contracts due to
its weakened financial position. As part of the review Moody's will assess the company's financial profile in
light of insured portfolio trends, ongoing putback litigation and recent commutations.

The substantial recent settlements with Morgan Stanley and other counterparties, plaintiffs' exits from the
restructuring litigation, and the April 2012 scheduled trial date may help build momentum for additional
settlements over the near term. Some creditors and counterparties are suing MBIA, requesting that the
February 17, 2009 restructuring of the group that led to National's capitalization with some of MBIA
Insurance's resources be reversed. Only five, including Bank of America, of the original 18 litigants remain in
the critical Article 78 lawsuit that challenges the New York State Insurance Department's decision to approve
MBIA's restructuring.

MBIA Insurance has commuted about $35 billion of risk since the beginning of 2011, mainly related to
insured CDO exposures. While these settlements have reduced potential volatility, they have been a
substantial drain on the capital and liquidity resources of the insurer.

RATIONALE FOR DOWNGRADE OF MBIA INC.

The downgrade of MBIA Inc.'s senior debt rating to B2 reflects the increasing stress in the firm's wind-down
operation , and a more negative view of National's and MBIA Insurance's credit profiles and related ability to



operation , and a more negative view of National's and MBIA Insurance's credit profiles and related ability to
support the holding company through dividends or otherwise. MBIA's wind-down operation reported a $600
million book value deficit at 3Q 2011. The negative outlook reflects the holding company's ongoing credit
and liquidity issues.

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 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 downgrade of National Public Finance Guarantee Corporation's rating to Baa2, from
Baa1, and review for downgrade of MBIA Insurance Corp.'s B3 rating, Moody's will adjust the rating of
securities wrapped by National and MBIA Insurance based on the approach discussed above.

The ratings of transactions subject to insurance policies from Financial Guaranty Insurance Company
(FGIC) and reinsured by National Public Finance Guarantee Corporation are unaffected by today's rating
action as the reinsurance agreement does not qualify for credit substitution under Moody's methodology
because it allows FGIC to terminate the reinsurance agreement without a final payment being made by
MBIA.

LIST OF RATING ACTIONS

The following ratings have been downgraded, with a negative outlook:

National Public Finance Guarantee Corporation (previously, MBIA Insurance Corporation of Illinois) --
insurance financial strength to Baa2, from Baa1;

MBIA Inc. -- senior unsecured debt to B2, from Ba3.

The ratings of the following firms were placed under review for possible downgrade:

MBIA Insurance Corporation: Insurance financial strength at B3, surplus notes at Caa3; and preferred stock
at Ca

MBIA UK Insurance Limited -- insurance financial strength at B3;

MBIA Mexico S.A. de C.V. -- insurance financial strength at B3; and national scale insurance financial
strength at B1.mx.

The last rating action was on June 25, 2009 when Moody's downgraded MBIA Inc. to Ba3.

The principal methodology used in this rating was Moody's Rating Methodology for the Financial Guaranty
Insurance Industry, published in September 2006. Please see the Credit Policy page on www.moodys.com
for a copy of this methodology.

OVERVIEW OF MBIA

MBIA Inc. (NYSE: MBI) provides financial guarantees to issuers in the municipal and structured finance
markets in the United States, as well as internationally. MBIA also offers various complementary services,
such as investment management and municipal investment contracts.

REGULATORY DISCLOSURES



Although this credit rating has been issued in a non-EU country which has not been recognized as
endorsable at this date, this credit rating is deemed "EU qualified by extension" and may still be used by
financial institutions for regulatory purposes until 31 January 2012. ESMA may extend the use of credit
ratings for regulatory purposes in the European Community for three additional months, until 30 April 2012, if
ESMA decides that exceptional circumstances arise that may imply potential market disruption or financial
instability. Further information on the EU endorsement status and on the Moody's office that has issued a
particular Credit Rating is available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides relevant regulatory disclosures in relation to the rating action on the support
provider and in relation to each particular rating action for securities that derive their credit ratings from the
support provider's credit rating. For provisional ratings, this announcement provides relevant regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and
terms have not changed prior to the assignment of the definitive rating in a manner that would have affected
the rating. For further information please see the ratings tab on the issuer/entity page for the respective
issuer on www.moodys.com.

Information sources used to prepare the rating are the following : parties involved in the ratings, public
information, and confidential and proprietary Moody's Investors Service information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for
the purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient
quality and from sources Moody's considers to be reliable including, when appropriate, independent third-
party sources. However, Moody's is not an auditor and cannot in every instance independently verify or
validate information received in the rating process.

In addition to the information provided below please find on the ratings tab of the issuer page at
www.moodys.com, for each of the ratings covered, Moody's disclosures on the lead rating analyst and the
Moody's legal entity that has issued each of the ratings.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential conflicts of
interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major
shareholders (above 5%) and for (B) further information regarding certain affiliations that may exist between
directors of MCO and rated entities as well as (C) the names of entities that hold ratings from MIS that have
also publicly reported to the SEC an ownership interest in MCO of more than 5%. A member of the board of
directors of this rated entity may also be a member of the board of directors of a shareholder of Moody's
Corporation; however, Moody's has not independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for
further information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating
history.

The date on which some ratings were first released goes back to a time before Moody's ratings were fully
digitized and accurate data may not be available. Consequently, Moody's provides a date that it believes is
the most reliable and accurate based on the information that is available to it. Please see the ratings
disclosure page on our website www.moodys.com for further information.



Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's
legal entity that has issued the rating.
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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. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
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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
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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.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
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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
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2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MJKK”) are
MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In
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