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AssURED GUARANTY DowNGRADE NO SURPRISE

¢ The downgrade was based on a methodology change, rather than any change in Assured Guar-
anty’s financial strength.

¢ We believe Assured Guaranty's creditworthiness and investor value remain strong.
e S&P’s outlook on AA- rating is stable.

As expected, Standard and Poor's lowered its rating on the insurance strength of Assured Guaranty,
including its operating bond insurance subsidiaries AGM and AGC, to AA- from AA+. A downgrade
has been widely anticipated since S&P announced a review of its methodology for rating bond insur-
ers in January 2011. In their report, S&P noted:

“The AA- financial strength ratings on AGM, AGC, and AG Re reflect Standard & Poor’s view,
based on our updated bond insurance criteria, of a strong competitive position and strong
capital. However, the consolidated group of insurance companies, though maintaining strong
capital, does not maintain enough capital to mitigate largest obligor (LOT) concentrations for
a higher rating.”

Largest obligor concentrations refer to an insurer’s exposure to single or closely related bond issuers.
To assess capital adequacy for a rating category, S&P applies stress tests to various scenarios such as
default of two largest obligors, or default of six largest obligors rated below A-. The LOT test is only
one of many inputs in determination of rating, but in the case of Assured Guaranty, the revision of
this component of methodology led to a lower rating. As of June 30, 2011, Assured Guaranty’s five
largest concentrations were the states of NJ, CA, MA, NY along with the City of New York.

S&P assigned a stable outlook to the AA- rating. Moody’s has rated Assured Guaranty Aa3 since
November 2009, and has a negative outlook on the rating. As noted in our October report, the cred-
itworthiness and business capabilities of Assured Guaranty remain strong, adding value for investors.
Since this rating action was widely expected, we anticipate minimal market or price impact.

Janney reports with more complete information on Assured Guaranty, as well as other municipal
bond insurers and the bond insurance industry as a whole are available upon request.

Bond Insurance — Part 1 — Industry Overview - October 11, 2011
Bond Insurance — Part 2 — Assured Guaranty and BHAC - October 12, 2011
Bond Insurance — Part 3 — National/MBIA, Ambac, Radian, Syncora and ACA - October 21, 2011
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ANALYST CERTIFICATION

I, Alan Schankel, the Primarily Responsible Analyst for this report, hereby certify that all of the views expressed in this report
accurately reflect my personal views about any and all of the subject sectors, industries, securities, and issuers. No part of my
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this research
report.

DiscLAIMER

This Firm, its officers, directors, employees, or members of their families may have positions in the securities mentioned and may
make purchases or sales of such securities from time to time in the open market or otherwise and may sell to or buy from custom-
ers such securities on a principal basis.

Unless otherwise noted, market data is from Bloomberg, Barclays, and Janney Fixed Income Strategy & Research (Janney FIS).

This report is the intellectual property of Janney Montgomery Scott LLC (Janney) and may not be reproduced, distributed, or pub-
lished by any person for any purpose without Janney's express prior written consent.

This report has been prepared by Janney and is to be used for informational purposes only. In no event should it be construed as
a solicitation or offer to purchase or sell a security. The information presented herein is taken from sources believed to be reliable,
but is not guaranteed by Janney as to accuracy or completeness. Any issue named or rates mentioned are used for illustrative
purposes only, and may not represent the specific features or securities available at a given time. Preliminary Official Statements,
Final Official Statements, or Prospectuses for any new issues mentioned herein are available upon request. The value of and
income from investments may vary because of changes in interest rates, foreign exchange rates, securities prices, market indexes,
as well as operational or financial conditions of issuers or other factors. Past performance is not necessarily a guide to future
performance. Estimates of future performance are based on assumptions that may not be realized. We have no obligation to tell
you when opinions or information contained in Janney FIS publications change.

Janney Fixed Income Strategy does not provide individually tailored investment advice and this document has been prepared without regard
to the circumstances and objectives of those who receive it. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. For investment advice specific to your individual situation, or for additional information on this or other topics,
please contact your Janney Financial Consultant and/or your tax or legal advisor.



