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OVERVI EW

e On Dec. 15, 2011, we placed on CreditWatch negative our ratings on Dexia
Muni ci pal Agency's public-sector covered bond program and rel ated series
foll owi ng our corresponding acti on on 15 eurozone nenbers.

e On Jan. 13, 2012, we took several rating actions on 16 eurozone
sovereigns, thereby resolving the Dec. 5 eurozone soverei gn CreditWatch
pl acenents.

e Currently, the ratings on Dexia Minicipal Agency's public-sector covered
bond program and rel ated series are on CreditWtch negative due to our
reassessnent of both credit and cash flow risks. The CreditWatch
pl acement no | onger reflects the CreditWatch placenment of the rating on
France, which we resolved on Jan. 13.

« W will continue to nonitor the covered bond programand will resolve the
CreditWatch placement once we have performed additional analysis.

 These ratings are based on our criteria for rating covered bonds.
However, the nethodol ogi es and assunptions underlying these criteria are
under review. The ratings on all outstanding covered bonds in this
program may be affected as a result of this review

FRANKFURT (Standard & Poor's) Jan. 31, 2012--Standard & Poor's Ratings
Servi ces today kept on CreditWatch negative its credit ratings on Dexia
Muni ci pal Agency's public-sector covered bond program and rel ated series of
covered bonds ("obligations fonciéres") issued under the program (see |ist
bel ow) .

www.standardandpoors.com/ratingsdirect 1
934548 | 301311691



Ratings On Dexia Municipal Agency's Public-Sector Covered Bonds Remain On CreditWatch Negative After
France Downgrade

On Dec. 15, 2011, we placed on CreditWatch negative our ratings on Dexia
Muni ci pal Agency's covered bond program and rel ated series follow ng the

Credi tWatch negative placenent of our ratings on 15 European Econom ¢ and

Monet ary Uni on (EMJ or eurozone) nmenbers on Dec. 5 (see "Standard & Poor's

Puts Ratings On Eurozone Sovereigns On CreditWatch Wth Negative Inplications,"”
published on Dec. 5, 2011, and "Ratings On Ei ght Covered Bond Prograns Pl aced

On CreditWatch Negative After Eurozone Sovereign CreditWatch Placenents,”
publ i shed on Dec. 15, 2011).

On Jan. 13, 2012, we took several rating actions on 16 eurozone sovereigns,
thereby resolving the Dec. 5 2011 CreditWatch pl acenents (see "Standard &
Poor's Takes Various Rating Actions On 16 Eurozone Soverei gn Governnents").

Fol | owi ng those actions, today's rating actions on Dexia Minicipal Agency's
public-sector covered bond program and rel ated series reflect the changed
sovereign ratings and the inpact of the country-risk exposure on this program

Under our criteria for rating nonsovereign issuers and structured finance
transactions, including covered bonds, above the rating on the related
sovereign in the eurozone ("EMJ criteria"), we determine the nmaxi numrating
differential between sovereign and covered bond ratings based on the sovereign
rating |l evel and the covered bond program s country-ri sk exposure (see "
Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions,"” published on June 14, 2011). This assessment caps any potentia
further uplift typically available under our criteria for rating covered bonds
(see "Revised Met hodol ogy And Assunptions For Assessing Asset-Liability

M smatch Risk I n Covered Bonds," published on Dec. 16, 2009).

Under our EMJ criteria, a covered bond programthat has what we consider to be
a "high" country-risk exposure would typically only achieve a one-notch uplift
above the rating on the country in which the cover pool assets are |located. A
"l ow' country-risk exposure allows a maxi mumuplift of six notches above the

i nvest ment-grade rating on the country in which the cover pool assets are
located. If the sovereign's rating is in the specul ative-grade category, the
maxi mumuplift is five notches.

Under our EMJ criteria, the conposition of the collateral backing the
"obligations foncieres" issued under Dexia Minicipal Agency's public-sector
covered bond programhas led us to classify the programas having a "high"
country-ri sk exposure.

As the maxi num achi evabl e ratings on the covered bond program and rel at ed
series are one notch above the unsolicited long-termrating on the Republic of
France (AA+/ Negative/A-1+), this is comensurate with a ' AAA" rating |evel.
The ratings on Dexia Minicipal Agency's public-sector covered bond program and
rel ated series are now on Creditwatch negative to reflect credit and cash fl ow
risks in the program which we will reassess. The CreditWatch pl acenent no

| onger reflects the CreditWatch placenment of the rating on the sovereign

whi ch we resolved on Jan. 13.
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As we can now rate the covered bonds above the sovereign, we will use

i ncreased correl ation assunptions in our credit analysis of the underlying
cover assets. Furthernore, following the |owering of our short-termrating on
Dexia Credit Local to 'A-2'" on Cct. 6, 2011, and the subsequent failure to
repl ace Dexia Credit Local as a hedging counterparty within a 60-day renedy
period, sonme of the derivatives that are used to mitigate the interest and
foreign exchange risk will not support our cash flow analysis under the
current swap docunentation (see "Dexia's Core Banks Downgraded To 'A-/A-2' On
Fundi ng Constraints; Put On Watch Devel opi ng On Possi bl e Restructuring, "
published on Cct. 6, 2011).

W will review the programcharacteristics in accordance with our current
covered bond counterparty criteria to determ ne the inmpact of this on the
target credit enhancenent |evel for the maxi mum achi evable rating (see "

Met hodol ogy & Assunptions: Applying The Derivative Counterparty Framework To
Covered Bonds," published on Feb. 26, 2008). In the context of the
restructuring of the Dexia group, we will also assess whether the issuer is
willing and has the capacity to nmitigate a negative inpact of an increased
target credit enhancerment |evel on the covered bond ratings.

POTENTI AL EFFECTS OF PROPOSED CRI TERI A CHANGES

We have taken today's rating actions on these covered bonds based on our
criteria for rating covered bonds (see "Revised Met hodol ogy And Assunptions
For Assessing Asset-Liability Msmatch Ri sk In Covered Bonds," published on
Dec. 16, 2009). The assunptions and net hodol ogi es used in the credit and cash
flow anal ysis are currently under review (see "Advance Notice O Proposed
Criteria Change: Methodol ogi es And Assunptions For Rating Certain Covered
Bonds And CDGOs," published on Aug. 5, 2010). The scope of our review of the
anal ysis of public-sector assets may include our default rate stresses,
correl ati on assunptions, recovery levels, nodel risk, concentration limts,
and credit enhancenment |evels. Further, as part of our cash flow analysis, we
used Standard & Poor's Covered Bond Mnitor to calculate the target credit
enhancenent for the covered bonds. The assunptions and net hodol ogi es used in
this cash flow anal ysis are al so under review.

This review may result in further changes to the criteria. As a result, our
future assunptions and met hodol ogies may differ fromour current criteria. The
criteria change may affect the ratings on all outstanding covered bonds in
this program Until such tine that we adopt new criteria for rating covered
bonds, we will continue to rate and surveil these covered bonds using our
existing criteria (see "Related Criteria And Research").

RELATED CRI TERI A AND RESEARCH
e Standard & Poor's Takes Various Rating Actions On 16 Eurozone Sovereign
Governnents, Jan. 13, 2012

e Ratings On Eight Covered Bond Prograns Placed On CreditWatch Negative
After Eurozone Sovereign CreditWatch Pl acenents, Dec. 15, 2011
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e Standard & Poor's Puts Ratings On Eurozone Sovereigns On CreditWatch Wth
Negative Inplications, Dec. 5, 2011

e S&PCORRECT: Dexia Credit Local Long-Term Rating Lowered To ' BBB+';
Ratings Remain On CreditWatch Negative, Dec. 5, 2011

* @ obal Structured Finance Scenario And Sensitivity Analysis: The Effects
O The Top Five Macroecononic Factors, Nov. 4, 2011

* Dexia's Core Banks Downgraded To 'A-/A-2' On Funding Constraints; Put On
Wat ch Devel opi ng On Possi ble Restructuring, Cct. 6, 2011

* Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions, June 14, 2011

e Principles O Credit Ratings, Feb. 16, 2011

 Advance Notice O Proposed Criteria Change: Methodol ogi es And Assunptions
For Rating Certain Covered Bonds And CDGCs, Aug. 5, 2010

* Revised Methodol ogy And Assunptions For Assessing Asset-Liability
M smatch Ri sk I n Covered Bonds, Dec. 16, 2009

« Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

» Update To The Cash Flow Criteria For European RMBS Transactions, Jan. 6,
2009

 Met hodol ogy & Assunptions: Applying The Derivative Counterparty Franework
To Covered Bonds, Feb. 26, 2008

e Cash Flow Criteria For European RMBS Transactions, Nov. 20, 2003

e Surviving Stress Scenarios: Assessing Asset Quality of Public Sector
Covered Bond Col l ateral, Sept. 30, 2003

+ Standard & Poor's Develops Criteria For Rating Coligations Fonci eres, My
5, 2000

Rel ated articles are available on RatingsDirect. Criteria, presales, servicer
eval uations, and ratings information can al so be found on Standard & Poor's
Web site at www st andar dandpoors.com Alternatively, call one of the follow ng
Standard & Poor's nunbers: Cient Support Europe (44) 20-7176-7176; London
Press O fice (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)

69- 33-999- 225; Stockhol m (46) 8-440-5914; or Mscow (7) 495-783-4011.

RATI NGS LI ST

Rat i ng
Pr ogr ant To From
Country: Covered bond type

Rati ngs Remai ning On Credi t WAt ch Negati ve
Dexi a Muni ci pal Agency

AAA/ Vat ch Neg AAA/ Vat ch Neg
France: Public-Sector Covered Bonds (nligations Foncieres)

Additional Contact:
Covered Bonds Surveillance; CoveredBondSurveillance@standardandpoors.com
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