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Credit Crunch: Part 1

March ‘07

Dec ‘06

©

* Florida suspends
withdrawals from LGIP

e Structured Investment
defaults increase

JP Morgan and Fed

bail out Bear Stearns

MBIA and AMBAC
downgraded

Sept ‘07

June ‘07

* Auction Rate
Bonds begin to fail

* Housing market
stalls

* Subprime loan
delinquency
rates spike

negative ou

» Several AAA
insurers placed on

tlook

State of Connecticut,
Congress, and the SEC
take action against the
rating agencies

March ‘08

June ‘08

$400 billion

e Subprime losses top

* Fed cuts 125 bps
in 10 days

e July 11t — Federal
Regulators seize IndyMac
bank, largest ever thrift to
fail in the US
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September ‘08

Credit Crunch: Part 2

» September 15t —
Lehman Brothers
files for bankruptcy

29th

* Week of September
— Wachovia
purchase by Citi
and/or Wells Fargo

« September 7th —
Fannie Mae and
Freddie Mac placed
into
conservatorship

©

September 17th —
The Reserve fund
“breaks the buck,”
price at 97 cents at
close of business

* September 29t —
Dow plunges 9% ;
U.S. House fails to
pass bail-out plan

October ‘08

» September 10t —
Lehman puts itself
up for sale

» September 14t —
Bank of America
announced
acquisition of
Merrill Lynch

» September 17th —
Fed forces AIG into
liguidation

» October 39— Dow
closes down 818
points for the
week, its worst
week in 7 years

» October 4th —
President signs
Emergency
Economic
Stabilization Act of
2008
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Demise of Triple-A Bond Insurers

Only 2 of 7 triple A bond insurers still maintain triple-A ratings.
| Moodys | S&P | Fich

AMBAC Aa3 Withdrawn
Negative Watch Negatlve
Assured Aaa AAA AAA
Guaranty Negative Watch Stable Stable
CIFG Ba2 B CCC
Watch Developing Developing Watch Evolving Watch
FGIC Bl BB CCC
Negative Negative Watch Evolving Watch
FSA Aaa AAA AAA
Negative Watch Negative Stable
MBIA A2 AA Withdrawn
Negative Watch Negative
Syncora* B2 BBB- Withdrawn
Positive Watch Negative Watch
Data as of 10/2/2008. *Formerly XL Capital.
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Decline of Insured Issuance

Total Insured Volume (New Issuance)
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$112.6 Billion

110
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Source: The Bond Buyer, August 2008.




Municipal Bond Rates
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Interest Rate Spike

Change in Basis Points
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Credit Spreads Widen

General Obligation (G.0O.) Spread vs. AAA G.O. Rates *
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Variable Rate Bonds

Average of Daily Resets on Tax-Exempt Variable Rate Debt
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What Next?




