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$200,000,000

Assured Guaranty US Holdings Inc.

7.00% Senior Notes due 2034
Fully and Unconditionally Guaranteed by

Assured Guaranty Ltd.

The notes will be issued by Assured Guaranty US Holdings Inc., or the issuer. The notes will bear interest at the rate of 7.00% per year.
Interest on the notes is payable on June 1 and December 1 of each year, beginning on December 1, 2004. The notes will mature on June 1, 2034.
The issuer may redeem some or all of the notes at any time at the redemption price discussed under the caption "Description of Notes and
Guarantees Optional Redemption." In addition, the issuer may redeem all of the notes under the circumstances described under "Description of
Notes and Guarantees Redemption for Changes in Withholding Taxes." The notes will be fully and unconditionally guaranteed by Assured
Guaranty Ltd., or the guarantor, the parent corporation of the issuer.

The notes will be unsecured senior obligations of the issuer and will rank equally with all other unsecured senior indebtedness of the issuer
from time to time outstanding. The guarantees will be unsecured senior obligations of the guarantor and will rank equally with all other
unsecured senior indebtedness of the guarantor from time to time outstanding.

Investing in the notes involves risks. See ''Risk Factors'' beginning on page 13.

Per Note Total
Public offering price (1) 98.650% $ 197,300,000
Underwriting discount 0.875% $ 1,750,000
Proceeds, before expenses, to the issuer 97.775% $ 195,550,000

ey

Plus accrued interest from May 18, 2004, if settlement occurs after that date.

The Securities and Exchange Commission, state securities regulators, the Minister of Finance and the Registrar of Companies in
Bermuda and the Bermuda Monetary Authority have not approved or disapproved of these securities, or determined if this prospectus
is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the notes to purchasers in book-entry form only through the facilities of The Depository Trust Company
on or about May 18, 2004.
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You should rely only on the information contained in this prospectus. We and the underwriters have not authorized any other
person to provide you with different information. This prospectus is an offer to sell only the notes offered hereby, but only under
circumstances and in jurisdictions where it is lawful to do so. The information contained in this prospectus is current only as of its date.
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PROSPECTUS SUMMARY

The following summary highlights information contained elsewhere in this prospectus and may not contain all of the information that may
be important to you. You should read all of the information in this prospectus, including the combined financial statements and related notes,
and the risks of investing in the notes discussed under "Risk Factors," before making an investment decision.

References in this prospectus to "Assured Guaranty," the "guarantor,” "we," "us" and "our" refer to Assured Guaranty Ltd. and, unless the
context otherwise requires or unless otherwise stated, its subsidiaries. Reference in this prospectus to "Holdings" or the "issuer" are to Assured
Guaranty US Holdings Inc., the issuer of the notes and a wholly owned subsidiary of Assured Guaranty. The notes are being offered by
Holdings. For purposes of the offering of notes, Assured Guaranty Ltd. is not, and will not be, acting as agent for Holdings and nothing in this
prospectus should be read as implying that it is, or will be, so acting. When we refer to net par in this prospectus, we mean the par value of an
obligation for which we have provided credit support, net of any amounts that we have ceded or retroceded to reinsurers. Our executive offices
are located at 30 Woodbourne Avenue, Hamilton HMO8 Bermuda, and our telephone number is 441-296-4004.

Overview

Assured Guaranty US Holdings Inc., the issuer of the notes, is a wholly owned subsidiary of Assured Guaranty and was formed as a
holding company to hold the shares of Assured Guaranty Corp. and Assured Guaranty Financial Products. Assured Guaranty is a
Bermuda-based company providing credit enhancement products to the municipal finance, structured finance and mortgage markets. We apply
our credit expertise, risk management skills and capital markets experience to develop insurance, reinsurance and derivative products that meet
the credit enhancement needs of our customers. We market our products directly and through financial institutions. We serve the U.S. and
international markets.

Our financial results include three operating segments:

Financial guaranty direct, which protects the holder against an issuer's failure to pay principal and interest when due or
other credit events.

Financial guaranty reinsurance, which indemnifies another financial guarantor, the ceding company, against part or all of
the loss the ceding company may sustain under financial guaranty policies it has reinsured to us.

Mortgage guaranty, which protects mortgage lenders and investors against the default of borrowers on mortgage loans, and
provides reinsurance to mortgage guaranty insurers.

Our other segment includes businesses that we have exited. The following table sets forth gross written premiums and the combined ratio
for each of our segments for the year ended December 31, 2003.

Gross Written Premiums(®)

Combined
Amount Percent Ratio@®
($ in millions)

Financial guaranty direct $ 71.2 27.0% 58.0%
Financial guaranty reinsurance 168.7 63.8 73.3
Mortgage guaranty 244 9.2 58.7

Total operating segments $ 264.3 100.0% 65.6%

I

Other 84.9 112.6

Total $ 349.2 83.7%
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(1

Gross written premiums represents total premiums for insurance and credit derivatives written and reinsurance assumed during the
period.

@3]
The combined ratio is the sum of the loss ratio (the ratio calculated by dividing net losses and loss adjustment expenses by net
premiums earned) and the expense ratio (the ratio calculated by dividing profit commission expense, acquisition costs and operating
expenses by net premiums earned). A combined ratio under 100% generally indicates an underwriting profit; a combined ratio over
100% generally indicates an underwriting loss.

Our businesses have a history of strong income generation, producing cumulative net income of $444.1 million since January 1, 2000. As
of December 31, 2003, we had cash and invested assets of $2.2 billion, total assets of $2.9 billion and shareholder's equity of $1.4 billion
($1.3 billion on a pro forma basis after giving effect to the transactions described under "Formation Transactions"). Our invested assets as of
December 31, 2003 consisted entirely of cash and fixed maturity securities with an average rating of AA+. Our past performance may not be
indicative of future results.

Assured Guaranty Corp., our principal U.S. insurance subsidiary, maintains financial strength ratings of "AAA" (Extremely Strong) from
Standard & Poor's Ratings Services, a division of the McGraw-Hill Companies, Inc. ("S&P"), the highest of its 21 ratings categories, and "Aal"
(Excellent) from Moody's Investors Service, Inc. ("Moody's"), the second highest of its 21 ratings categories. Our principal Bermuda insurance
subsidiary maintains financial strength ratings of "AA" (Very Strong) from S&P, its third highest ratings category, "Aa2" (Excellent) from
Moody's, its third highest ratings category, and "AA" (Very Strong) from Fitch, Inc. ("Fitch"), the third highest of its 24 ratings categories. A
financial strength rating is an opinion with respect to an insurer's ability to pay under its insurance policies and contracts and is not a

recommendation to buy, hold or sell any security issued by an insurer, including the notes.
We have approximately 110 employees in offices located in the United States, Bermuda and the United Kingdom.
Business Fundamentals

We believe the credit enhancement markets offer attractive growth opportunities and financial returns over the long term. In recent years,
new issuance volumes in the municipal and structured finance sectors have been increasing. From 1997 to 2002, insured U.S. asset-backed
finance volume increased at a compound annual growth rate of 16%, and insured U.S. municipal finance volume increased at a compound
annual growth rate of 10%. Asset-backed finance is a commonly-used technique in which debt instruments are issued that are backed by loans or
accounts receivable (other than mortgage loans) originated by banks, credit card companies or other providers of credit. While growth rates may
fluctuate from year to year, we believe demand for financial guaranty insurance and reinsurance will continue to be strong as a result of:

(1) continuing demand for asset securitization, or the process of aggregating similar instruments, such as loans or mortgages, into a negotiable
security, in the United States, (2) continued development of new structured products and expansion into new asset classes, (3) continued high
level of issuances of U.S. municipal finance obligations and (4) increasing privatization initiatives and growing use of asset securitization in
Europe. We cannot assure you that these circumstances will persist or that demand for financial guaranty insurance or reinsurance will continue
to be strong.

We believe our business offers attractive and recurring revenues as a result of the stable nature of our earned premiums (that portion of
written premiums that applies to the expired portion of the policy term and is therefore recognized as revenue under generally accepted
accounting principles), the significant contribution of net investment income and the low frequency of loss associated with our businesses. A
significant portion of our premiums are received up front and recognized as earned
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premiums over the life of the contract. As of December 31, 2003, we had $625.4 million of unearned premiums (that portion of written
premiums that is allocable to the unexpired portion of the policy term) recorded on our balance sheet. The remainder of our premiums are
received on an installment basis and earned over each installment period. As of December 31, 2003, our estimate of the net present value of
future premiums, discounted at 6% per year, expected to be earned under existing installment contracts was $309.8 million. In addition, our
invested assets, which were $2.2 billion at December 31, 2003, generate recurring investment income.

Competitive Strengths

We believe that our competitive strengths enable us to capitalize on the opportunities in the credit enhancement markets. These strengths
include:

Underwriting discipline and financial structuring expertise. We have a disciplined approach to underwriting that emphasizes
profitability over market share. We have substantial experience in developing innovative credit enhancement solutions to satisfy the diverse risk
and financial management demands of our customers.

Established market relationships. Over the past 15 years we have developed strong relationships with key participants in our markets,
including issuers, investors, financial guarantors and financial institutions. We seek to distinguish ourselves from our competitors by providing
innovative credit enhancement solutions and superior execution and client service.

Experienced management and underwriting team. Our senior management has an average of more than 16 years of experience in the
insurance, credit or financial guaranty markets. We also have a team of 15 senior underwriters with an average of approximately 12 years of
financial guaranty or similar credit experience.

Multiple locations and licenses. We have operations in Bermuda, the United States and the United Kingdom. We have a range of licenses
that allows us to participate in many sectors of the credit enhancement market.

Corporate Strategy

Our objective is to build long-term shareholder value by achieving strong profitability through disciplined underwriting, proactive risk
management and the growth of our business. Our goal is to improve our return on average equity (excluding the impact of realized gains and
losses on investments and unrealized gains and losses on derivative financial instruments) to approximately 11% in 2004. In addition, our
medium-term goal is to generate returns consistent with those of the leading performers in the financial guaranty industry. The major elements of
our strategy are:

Expand our direct financial guaranty business. We intend to expand our direct financial guaranty business beyond our historical focus
on credit derivatives by substantially increasing the amount of traditional financial guaranty insurance we write in U.S. and international
markets. We believe the market for financial guaranty insurance will grow as the issuance of municipal and structured finance obligations
continues to be strong, as capital providers continue to seek to reduce risk exposures and as the market for credit enhancement products develops
further. We intend to write business in a manner consistent with achieving our goal of obtaining a "Aaa" rating from Moody's to match our
"AAA" rating from S&P.
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Expand our financial guaranty reinsurance business. Our commitment to the financial guaranty reinsurance market, readiness to
execute transactions and financial strength afford us a significant opportunity to profitably gain market share. We intend to utilize the benefits of
our Bermuda license to improve our returns in this business.

Transition our mortgage guaranty business. We intend to write investment grade mortgage guaranty insurance and reinsurance that is
consistent with our ratings objectives. Our industry experience and licenses enable us to provide mortgage credit enhancement in the form of
either financial guaranty insurance or mortgage guaranty insurance to meet the specific needs of mortgage lenders and investors.

Expand our position in international markets. We intend to capitalize on significant growth opportunities in international markets. Our
initial focus for international expansion is privatization finance initiatives ("PFI") in the United Kingdom, the largest market for financial
guaranty insurance outside the United States, and public/private partnerships ("PPP") in the rest of Europe.

Maintain our commitment to financial strength. We recognize the importance of our excellent financial strength ratings and intend to
write business in a manner consistent with achieving our goal of obtaining a "Aaa" rating from Moody's to match our "AAA" rating from S&P.
We will maintain our financial strength through disciplined risk selection, prudent operating and financial leverage and a conservative
investment posture.

Manage our capital efficiently. We will monitor rating agency capital adequacy requirements to appropriately deploy capital to optimize
the execution of our business plan and our return on capital.

Risks Relating to Our Company
As part of your evaluation of us, you should take into account the risks we face in our business. These risks include:

Possibility of Ratings Downgrade. The ratings assigned to our insurance subsidiaries are subject to periodic review and may be
downgraded by one or more of the rating agencies as a result of changes in the views of the rating agencies or adverse developments in our or
our subsidiaries' financial conditions or results of operations. Any such downgrade could have an adverse effect on the affected subsidiary's
results of operations or financial condition.

New Business Strategy. Because our new strategy emphasizes financial guaranty insurance and reinsurance and deemphasizes certain
other lines of business in which we have historically operated, we cannot assure you that we will be able to successfully implement this strategy.
Recent employee layoffs and resignations may adversely affect our ability to implement our new strategy. Any failure to implement all or any
part of our strategy could have a material adverse effect on our results of operations.

Dependence on Customers. We have derived a substantial portion of our revenues from financial guaranty reinsurance premiums. For the
years ended December 31, 2003, 2002 and 2001, 45%, 21% and 31%, respectively, of our gross written premiums were provided by four ceding
companies. A significant reduction in the amount of reinsurance ceded by one or more of our principal ceding companies could have a material
adverse effect upon our results of operations.

Business Subject to General Economic and Capital Markets Factors. Our business, and the risks associated with our business, depend
in large measure on general economic conditions and capital markets activity. Prevailing interest rate levels also affect demand for financial
guaranty insurance.




Edgar Filing: ASSURED GUARANTY LTD - Form 424B1

Adequacy of Loss Reserves. We establish liabilities, or loss reserves, to reflect the estimated cost of claims incurred that we will
ultimately be required to pay in respect of insurance and reinsurance we have written. If our loss reserves at any time are determined to be
inadequate, we will be required to increase loss reserves at the time of such determination. This could cause a material increase in our liabilities
and a reduction in our profitability, or possibly an operating loss and reduction of capital.

Competition. We face significant competition in our business, and our revenues and profitability could decline as a result of competition.
Four companies accounted for the vast majority of the gross written premiums for the entire financial guaranty industry in 2003. We also face
competition from other forms of credit enhancement. There are also a relatively limited number of financial guaranty reinsurance companies and
mortgage guaranty companies.

Taxation. We manage our business so that we and our non-U.S. subsidiaries (other than Assured Guaranty Re Overseas Ltd.) will not be
subject to U.S. income tax. However, we cannot be certain that the U.S. Internal Revenue Service will not contend successfully that we or any of
our foreign subsidiaries is/are engaged in a trade or business in the United States and thus subject to additional taxation in the United States.

For more information about these and other risks, see "Risk Factors" beginning on page 13. You should carefully consider these risk factors
together with all of the other information included in this prospectus before making an investment decision.
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Corporate Structure

Assured Guaranty was incorporated in Bermuda in August 2003 as a subsidiary of ACE Limited, our former parent ("ACE"), for the sole
purpose of becoming a holding company for ACE's subsidiaries conducting its financial and mortgage guaranty businesses, which we refer to as
the transferred businesses, in connection with our initial public offering, or IPO. Certain of the transferred businesses were originally conducted
by subsidiaries of Capital Re Corporation ("Capital Re"), which was acquired by ACE in December 1999.

Following our IPO, ACE beneficially owns 26,000,000 of our common shares, or approximately 35% of our outstanding common shares
(18,650,000 common shares, or 25% of our outstanding common shares if the underwriters' option to purchase additional common shares as part
of the IPO is exercised in full). We have a number of continuing agreements with ACE, including reinsurance agreements pursuant to which we
have ceded or will cede to ACE certain risks and services agreements pursuant to which ACE will provide us with various administrative
services. All of these agreements and arrangements are more fully described under "Relationship with ACE."

Each of our operating subsidiaries conducted business under names including "ACE," "AGR" and/or "Capital Re." As part of the formation
transactions described under "Formation Transactions," we have changed, or are in the process of changing, the names of each of these
subsidiaries to the respective names set forth below (or derivations of these names).

The following organization chart illustrates the corporate relationships among us and our principal subsidiaries (all ownership interests are
100% except where noted):

10
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The Offering

Assured Guaranty US Holdings Inc.
Assured Guaranty Ltd.

$200,000,000 aggregate principal amount of 7.00% Senior Notes due
2034

June 1, 2034

The issuer will pay interest on the notes semi-annually on June 1 and
December 1 of each year, beginning December 1, 2004. The notes will
bear interest at the rate of 7.00% per year.

The notes will be unsecured senior obligations of the issuer and will
rank equally with all other unsecured senior indebtedness of the issuer
from time to time outstanding. The guarantees of the guarantor will be
unsecured senior obligations of the guarantor and will rank equally
with all other unsecured senior indebtedness of the guarantor from
time to time outstanding. The notes will be structurally subordinated to
all obligations of the issuer's subsidiaries from time to time
outstanding, including claims with respect to trade payables. The
guarantees will be structurally subordinated to all obligations of the
guarantors' subsidiaries from time to time outstanding, including
claims with respect to trade payables. As of March 31, 2004, the
issuer's subsidiaries had $0 of indebtedness outstanding and the
guarantor's subsidiaries had $202 million of indebtedness outstanding
(after giving effect to the transactions described under "Formation
Transactions").

The indenture governing the notes contains covenants that, among
other things, limit the ability of the guarantor and its subsidiaries to
(1) incur indebtedness secured by the capital stock of designated
subsidiaries, (2) dispose of the capital stock of designated subsidiaries
or (3) engage in mergers, consolidations, amalgamations and sales of
all or substantially all of their assets. See "Description of Notes and
Guarantees Covenants."

The issuer may, at its option, redeem some or all of the notes at any
time, at the "make-whole" price described in this prospectus, plus
accrued and unpaid interest to the redemption date. See "Description

of Notes and Guarantees Optional Redemption." In addition, the issuer
may redeem all of the notes under the circumstances described under
"Description of Notes and Guarantees Redemption for Changes in
Withholding Taxes."

To repay indebtedness owed to a subsidiary of ACE incurred in
connection with the formation transactions described under
"Formation Transactions."

11



No Public Market

Additional Notes
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The notes will be a new issue of securities and will not be listed on
any securities exchange or included in any automated quotation
system. The underwriters have advised us that they intend to make a
market for the notes, but they are not obligated to do so and may
discontinue their market-making activities at any time without notice.

The issuer may, without notice to or the consent of the then existing
holders of the notes, issue additional notes ranking equally and ratably
with the notes in all respects except for the issue price, issue date and
the payment of interest accruing prior to the issue date of the
additional notes or the first payment of interest following the issue
date of the additional notes. The additional notes will be consolidated
and form a single series with the notes offered hereby and will have
the same terms as to status, redemption or otherwise as the notes
offered hereby.

8
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Recent Developments
Results for the Quarter ended March 31, 2004
On May 11, 2004, we reported our results for the three-months ended March 31, 2004. We reported net income of $46.9 million for the first
quarter ended March 31, 2004, an increase of 48% compared with net income of $31.8 million for the first quarter of 2003.
Gross Written Premiums by Segment

Three Months Ended March 31,

2004 2003

(in millions)

Financial guaranty direct $ 25.6 $ 14.0
Financial guaranty reinsurance 52.4 29.8
Mortgage guaranty 14.0 8.1
Sub-total $ 92.0 $ 51.9
Other (93.6) 60.9
Total $ (1.5) $ 112.7

Gross premiums written were a negative $1.5 million in the quarter. Gross premiums written in our other segment (which represents our
exited lines of business) were reduced by $97.8 million in the quarter due to the accounting for the unwinding of equity layer credit protection
products. Partially offsetting this premium reduction was the recognition of $10.4 million of gross premiums written in the financial guaranty
direct segment due to the closing out of transactions in which we no longer participate; excluding this amount, gross premiums written in the
financial guaranty direct segment grew 9%.

Net Premiums Earned by Segment

Three Months Ended March 31,

2004 2003

(in millions)

Financial guaranty direct $ 40.7 $ 14.7
Financial guaranty reinsurance 204 16.9
Mortgage guaranty 8.4 9.6
Sub-total $ 69.5 $ 41.2
Other 17.2 224
Total 86.7 63.6
Municipal refunding premiums 29 33
Sub-total $ 83.8 $ 60.3
9
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Net premiums earned were $86.7 million in the first quarter of 2004, up 36% compared with $63.6 million in the first quarter of 2003.
Financial guaranty direct net premiums earned included $24.2 million associated with the closing out of transactions types that we do not expect
to underwrite in the future. Financial guaranty reinsurance net premiums earned were $20.4 million, up 21% from $16.9 million in the first
quarter of 2003. Included in this amount were $2.9 million of municipal bond refunding premiums, compared with $3.3 million in the first
quarter of 2003. Mortgage guaranty net premiums earned were $8.4 million, compared with $9.6 million in the first quarter of 2003, reflecting
the run-off of our quota share mortgage guaranty reinsurance business.

Investment income in the quarter was $24.4 million, up modestly compared with $24.1 million in the first quarter of 2003. The average
portfolio yield was 4.8%, compared with 5.3% in the prior year on an investment portfolio of $2.2 billion at March 31, 2004. The portfolio's
average credit quality remained at AA+/Aa2. As a result of IPO-related transactions in the other segment, we expect a $163 million reduction in
the investment portfolio in the second quarter.

Combined Ratio
Three Months Ended
March 31,
2004 2003
Loss ratio 27.3% 36.5%
Expense ratio 359 41.6
Combined ratio 63.2% 78.1%

Loss and loss adjustment expenses in the quarter were $23.7 million, or 27% of net premiums earned ("loss ratio"), compared with
$23.2 million or a 36.5% loss ratio in the first quarter of 2003. Both loss ratios are significantly affected by the other segment and the closing out
of transactions in the financial guaranty direct segment in preparation for our IPO.

Our profit commission expense, acquisition costs and other operating expenses were $31.2 million in the quarter and 35.9% as a percent of
net premiums earned ("expense ratio"), as compared to $26.4 million or a 41.6% expense ratio in the first quarter of 2003. The increase in
expenses reflects the addition of IPO-related and holding company expenses as well as $1.5 million of severance expenses in the quarter.

Our shareholder's equity as of March 31, 2004 was $1,510 million. On a pro forma basis giving effect to the formation transactions
described under "Formation Transactions" and the transactions described under "Supplemental Pro Forma Condensed Combined Financial
Information (Unaudited)" our shareholder's equity as of March 31, 2004 was $1,385 million.

Resignation of Senior Officer

On March 31, 2004, Joseph W. Swain III, who until December 2003 had been the chief executive officer of ACE's financial guaranty
business and was thereafter the President-Reinsurance of Assured Guaranty US Holdings Inc., resigned. In his resignation, Mr. Swain cited
differences with management over our new business strategy and our ability to execute this strategy as a result of his concerns about the relevant
experience of certain members of management, staffing levels and corporate culture. Management believes these concerns are unfounded. We
have promoted Robbin Conner, a senior executive of Assured Guaranty Corp., to replace Mr. Swain as the head of our financial guaranty
reinsurance business. Please see "Management" for a discussion of Mr. Conner's business experience.

10
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Summary Combined Financial Information of Assured Guaranty

The following table sets forth summary combined financial and other information of Assured Guaranty. The summary combined statement
of operations data for each of the years ended December 31, 2003, 2002 and 2001 and the summary combined balance sheet data as of
December 31, 2003 and 2002 are derived from our audited combined financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States ("GAAP") and appear elsewhere in this prospectus. The summary combined
balance sheet data as of December 31, 2001 are derived from our audited combined financial statements, which have been prepared in
accordance with GAAP.

These historical results are not necessarily indicative of results to be expected for any future period. You should read the following
summary combined financial information together with the other information contained in this prospectus, including "Management's Discussion
and Analysis of Financial Condition and Results of Operations" and the combined financial statements and related notes included elsewhere in
this prospectus.

Year Ended December 31,

2003 2002 2001

($ in millons)

Statement of operations data:
Gross written premiums $ 3492 % 4172 $ 4429

Net written premiums() 491.5 352.5 206.6

Net earned premiums $ 3109 $ 2474 $ 293.5

Net investment income 96.3 97.2 99.5
Net realized investment gains 5.5 79 13.1
Unrealized gains (losses) on derivative financial instruments 98.4 (54.2) (16.3)
Other income 1.2 3.6 2.9
Total revenues 512.3 302.0 392.9
Loss and loss adjustment expenses 144.6 120.3 177.5
Profit commission expense 9.8 8.5 9.0
Acquisition costs 64.9 48.4 511
Operating expenses 41.0 31.0 29.8
Goodwill amortization 3.8
Interest expense 5.7 10.6 11.5
Total expenses 266.1 218.8 282.8
Income before income taxes 246.2 83.2 110.1
Provision (benefit) for income taxes 31.7 10.6 22.2
Net income before cumulative effect of new accounting standard 214.5 72.6 87.9
Cumulative effect of new accounting standard, net of taxes (24.1)
Net income $ 2145 $ 726 $ 63.8

Balance sheet data (end of period):
Investments and cash $ 22221 $ 20619 $ 1,710.8

15



Edgar Filing: ASSURED GUARANTY LTD - Form 424B1

Year Ended December 31,

Prepaid reinsurance premiums 11.0 179.5 171.5
Total assets 2,857.9 2,719.9 2,322.1
Unearned premium reserve 625.4 613.3 500.3
Reserve for losses and loss adjustment expenses 522.6 458.8 401.1
Long-term debt 75.0 75.0 150.0
Total liabilities 1,420.2 1,462.6 1,260.4
Accumulated other comprehensive income 81.2 89.0 433
Shareholder's equity 1,437.6 1,257.2 1,061.6
Pro forma information:(?)

Debt $ 200.0

Shareholder's equity 1,311.6

Book value per share®) 17.27

11
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Year Ended December 31,

2003 2002 2001

($ in millons)

GAAP financial information:

Loss and loss adjustment 46.5% 48.6% 60.5%
expense ratio®

Expense ratio® 37.2 35.5 30.6
Combined ratio 83.7% 84.1% 91.1%

Statutory financial
information (end of period):
Contingency reserve(®) $ 4105 $ 3155 % 228.9

Policyholders' surplus 980.5 8354 833.2

Additional financial guaranty
information (end of period):

Net in-force business $ 130,047 $ 124,082 $ 117,909
(principal and interest)

Net in-force business 87,524 80,394 75,249
(principal only)

Present value of gross 238.8 215.5 195.0
premiums written(?)

Net present value of 309.8 260.2 159.7

installment premiums
in-force(®

6]
Net written premiums exceeded gross written premiums for the year ended December 31, 2003 due to $154.8 million of return premium from two
terminated ceded reinsurance contracts.

@
The pro forma information reflects adjustments to give effect to the transactions described under "Formation Transactions" and "Pro Forma Combined
Financial Information."

3
Based on 75,937,417 shares outstanding.

“
The loss and loss adjustment expense ratio is calculated by dividing loss and loss adjustment expenses by net earned premiums.

6]
The expense ratio is calculated by dividing the sum of profit commission expense, acquisition costs and operating expenses by net earned premiums.

©
Under statutory accounting principles, financial guaranty and mortgage guaranty insurers are required to establish contingency reserves based on a
specified percentage of premiums. A contingency reserve is an additional liability reserve established to protect policyholders against the effects of
adverse economic developments or cycles or other unforeseen circumstances.

(M
Represents gross premiums related to financial guaranty contracts written in the current period, including the full amount of upfront premiums received
and the present value of all installment premiums, discounted at 6% per year. See "Management's Discussion and Analysis of Financial Condition and
Results of Operations Segment Results of Operations" for a reconciliation to gross written premiums.

®

Represents the present value of installment premiums on all in-force financial guaranty business, net of reinsurance ceded and ceding commissions,
discounted at 6% per year.
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RISK FACTORS

An investment in the notes involves a number of risks. You should carefully consider the following information about these risks, together
with the other information contained in this prospectus, before investing in the notes. The risks and uncertainties described below are not the
only ones we face. However, these are the risks our management believes are material. Additional risks not presently known to us or that we
currently deem immaterial may also impair our business or results of operations. Any of the risks described below could result in a significant
or material adverse effect on our results of operations or financial condition and consequently our ability to make payments in respect of the
notes and the guarantees. You could lose all or part of your investment.

This prospectus also contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially
from those anticipated in the forward-looking statements as a result of certain factors, including the risks described below and elsewhere in this
prospectus. See "Forward-Looking Statements."

Risks Related to Our Company

A downgrade of the financial strength or financial enhancement ratings of any of our insurance subsidiaries could adversely affect our
business and prospects and, consequently, our results of operations and financial condition.

Financial strength ratings have become an increasingly important factor in establishing the competitive position of insurance and
reinsurance companies. The objective of these ratings is to provide an opinion of an insurer's financial strength and ability to meet ongoing
obligations to its policyholders. Ratings reflect the rating agencies' opinions of our financial strength, and are neither evaluations directed to
investors in the notes nor recommendations to buy, sell or hold the notes. As of the date of this prospectus, Assured Guaranty Corp. has been
assigned a "AAA" (Extremely Strong) rating from S&P, the highest of the 21 ratings categories used by S&P, and a "Aal" (Excellent) rating
from Moody's, the second highest of the 21 ratings categories used by Moody's. All of our other insurance company subsidiaries have been
assigned "AA" (Very Strong) ratings from S&P, the third highest ratings category used by S&P, "Aa2" (Excellent) ratings from Moody's, the
third highest ratings category used by Moody's, and "AA" (Very Strong) ratings from Fitch, the third highest of the 24 ratings categories used by
Fitch. A financial strength rating is an opinion with respect to an insurer's ability to pay under its insurance policies and contracts in accordance
with their terms. The opinion is not specific to any particular policy or contract. Financial strength ratings do not refer to an insurer's ability to
meet non-insurance obligations and are not a recommendation to purchase or discontinue any policy or contract issued by an insurer or to buy,
hold, or sell any security issued by an insurer, including the notes. Assured Guaranty Corp.'s S&P ratings outlook is "Negative." While an S&P
outlook is not necessarily a precursor to a ratings change, a "Negative" outlook means a rating may be lowered.

In addition, AGRI and AGRO carry financial enhancement ratings from S&P of "AA" (Very Strong).

The ratings assigned by S&P, Moody's and Fitch to our insurance subsidiaries are subject to periodic review and may be downgraded by
one or more of the rating agencies as a result of changes in the views of the rating agencies or adverse developments in our or our subsidiaries'
financial conditions or results of operations due to underwriting or investment losses or other factors. We are in ongoing discussions with S&P
and Moody's regarding our ratings, including the impact on our ratings of the formation transactions described under "Formation Transactions",
the IPO and our new business strategy. As a result, the ratings assigned to our insurance subsidiaries by either or both of S&P and Moody's may
change at any time. In the case of AGRO and Assured Guaranty Mortgage, their ratings are dependent upon contractual support provided by
AGRIL
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If the ratings of any of our insurance subsidiaries were reduced below current levels by any of the rating agencies, it could have an adverse
effect on the affected subsidiary's competitive position and its prospects for future business opportunities. A downgrade may also reduce the
value of the reinsurance we offer, which may no longer be of sufficient economic value for our customers to continue to cede to our subsidiaries
at economically viable rates.

With respect to a significant portion of our in-force financial guaranty reinsurance business, in the event of certain downgrades, the ceding
company has the right to recapture business ceded to the affected subsidiary and assets representing substantially all of the statutory unearned
premium and loss reserves (if any) associated with that business, with a corresponding negative impact to earnings, which could be significant.
Alternatively, the ceding company can increase the commissions it charges us for cessions. Any such increase may be retroactive to the date of
the cession, requiring the affected subsidiary to refund a portion of related premium previously earned, with a corresponding negative impact to
earnings, which could be significant. In the event of a downgrade of any of our subsidiaries that write or insure exposures relating to contracts
that allow for the use of derivative instruments to transfer credit risk, or credit derivatives, a downgrade below negotiated levels may allow a
counterparty to terminate its agreements, resulting in the possible payment of a settlement amount. A downgrade also will increase the
possibility that we may have to pledge collateral for the benefit of a counterparty.

A downgrade may also negatively impact the affected company's ability to write new business or negotiate favorable terms on new
business.

Our success depends on our ability to successfully execute our new business strategy.
Our strategy is to focus on two core businesses: (1) financial and mortgage guaranty insurance and (2) financial guaranty reinsurance.

The fact that Assured Guaranty Corp., through which we write financial guaranty insurance, carries a triple-A rating from S&P but not from
Moody's places it at a competitive disadvantage against companies rated triple-A by both S&P and Moody's. The absence of a triple-A rating
from Moody's may adversely affect the desirability of our financial guaranty insurance, and in fact may preclude us from successfully marketing
our financial guaranty insurance in certain markets. Furthermore, while we have a substantial in-force book of financial guaranty direct business,
the majority of that exposure was written in the credit derivatives market rather than in the more traditional third-party financial guaranty
insurance market. We may not be able to successfully expand relationships with issuers, servicers and other parties that are necessary to generate
business in the traditional financial guaranty insurance market. Finally, Assured Guaranty Corp. presently is licensed in 45 states and the District
of Columbia, and is seeking licenses in those U.S. jurisdictions where it is not presently licensed. Assured Guaranty Corp. may not be able to
obtain those licenses, or may face delays in obtaining those licenses.

We are combining our mortgage guaranty business and our financial guaranty business. We intend to write mortgage guaranty insurance
that is rated investment grade. We may not be able to source mortgage guaranty insurance business of this type in sufficient amounts or at
adequate premium rates.

We intend to write more of our financial guaranty reinsurance through AGRI, which is rated in the double-A category by both S&P and
Moody's, and less of this business through Assured Guaranty Corp., which is rated AAA/Aal. The absence of a triple-A rating from S&P or
Moody's places AGRI at a competitive disadvantage against companies rated triple-A by S&P or Moody's.

Because our strategy includes focusing on new lines of business in which we and our senior management have less experience, we cannot
assure you that we will be able to successfully implement this strategy. In addition, recent employee layoffs and resignations have resulted in the
loss of some experienced employees and reduced staff levels generally, which could adversely affect our ability to
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successfully implement our new strategy. Any failure to implement all or any part of our strategy could have a material adverse effect on our
results of operations.

We are dependent on a small number of ceding companies to provide us with a substantial part of our reinsurance business.

Historically, we have derived a substantial portion of our revenues from financial guaranty reinsurance premiums. Ambac Assurance
Corporation ("Ambac"), Financial Guaranty Insurance Company ("FGIC"), Financial Security Assurance Inc. ("FSA") and MBIA Insurance
Corporation ("MBIA") in the aggregate accounted for 45%, 21% and 31% of our gross written premiums for the years ended December 31,
2003, 2002 and 2001. For the year ended December 31, 2003, 25% and 11% of our gross written premiums were ceded by FSA and MBIA,
respectively. For the year ended December 31, 2002, 11% of our gross written premiums was paid by Dresdner Bank and in 2001, FSA and
Credit Suisse provided 13% and 10%, respectively, of our gross written premiums. Gross written premiums from Dresdner Bank and Credit
Suisse were paid with respect to equity layer credit protection, a business that we have exited.

A significant reduction in the amount of reinsurance ceded by one or more of our principal ceding companies could have a material adverse
effect upon our results of operations. A number of factors could cause such a reduction. For example, there is likely to be some reluctance
among our principal ceding companies to cede business to us as a result of our intent to compete with them in the direct financial guaranty
business. In addition, primary insurers may retain higher levels of risk. Also, the volume of municipal bond and structured securities new
issuances, together with the levels of and changes in interest rates and investor demand, may significantly affect the new business activities of
primary financial guaranty insurers and, consequently, their use of reinsurance.

Additionally, our ability to receive profitable pricing for our reinsurance depends largely on prices charged by the primary insurers for their
insurance coverage and the amount of ceding commissions paid by us to these primary insurers.

General economic factors, including fluctuations in interest rates and housing prices, may adversely affect our loss experience and the
demand for our products.

Our business, and the risks associated with our business, depend in large measure on general economic conditions and capital markets
activity. Our loss experience could be materially adversely affected by extended national or regional economic recessions, business failures,
rising unemployment rates, interest rate changes or volatility, changes in investor perceptions regarding the strength of financial guaranty
providers and the policies or guaranties offered by such providers, investor concern over the credit quality of municipalities or corporations,
terrorist attacks, acts of war, or combinations of such factors. These events could also materially decrease demand for financial guaranty
insurance. In addition to exposure to general economic factors, we are exposed to the specific risks faced by the particular businesses,
municipalities or pools of assets covered by our financial guaranty products.

Prevailing interest rate levels affect capital markets activity which in turn affects demand for financial guaranty insurance. Higher interest
rates may result in declines in new issue and refunding volume which may reduce demand for our financial guaranty products. Lower interest
rates generally are accompanied by narrower interest rate spreads between insured and uninsured obligations. The purchase of insurance during
periods of narrower interest rate spreads generally will provide lower cost savings to the issuer than during periods of wider spreads. These
lower cost savings could be accompanied by a corresponding decrease in demand for financial guaranty insurance. However, the increased level
of refundings during periods of lower interest rates historically has increased the demand for insurance.
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Under the standard mortgage insurance policies that we reinsure, a default on the underlying mortgage generally will give the insurer the
option to pay the entire loss amount and take title to the mortgaged property or pay the coverage percentage in full satisfaction of its obligations
under the policy. Due to a strong housing market in recent years, insurers have been able to take advantage of paying the entire loss amount and
selling properties quickly. If housing values depreciate or fail to appreciate, the primary insurers' ability to recover amounts paid on defaulted
mortgages may be reduced or delayed, which in turn may lead to increased losses under our related reinsurance contracts and have a material
adverse affect on our results of operations or our financial condition in general.

If claims exceed our loss reserves, our financial results could be significantly adversely affected.

Our results of operations and financial condition depend upon our ability to assess accurately and manage the potential loss associated with
the risks that we insure and reinsure. We establish loss and loss adjustment expense reserves based on estimates involving actuarial and
statistical projections of our expectations of the ultimate settlement and administration costs of claims on the policies we write. We use actuarial
models as well as historical insurance industry loss development patterns as estimates of future trends in claims severity, frequency and other
factors to establish our estimate of loss reserves. Establishing loss reserves is an inherently uncertain process. Accordingly, actual claims and
claim expenses paid may deviate, perhaps materially, from the reserve estimates reflected in our combined financial statements.

If our loss reserves at any time are determined to be inadequate, we will be required to increase loss reserves at the time of such
determination. This could cause a material increase in our liabilities and a reduction in our profitability, or possibly an operating loss and
reduction of capital.

Adverse selection by ceding companies may adversely affect our financial results.

A portion of our reinsurance business is written under treaties, which generally give the ceding company some ability to select the risks
ceded to us as long as they are covered by the terms of the treaty. There is a risk under these treaties that the ceding companies will adversely
select the risks ceded to us by ceding those exposures that have higher rating agency capital charges or that the ceding companies expect to be
less profitable. We attempt to mitigate this risk in a number of ways, including requiring ceding companies to retain a minimum amount, which
varies by treaty, of the ceded business. If we are unsuccessful in mitigating this risk, our financial results may be adversely affected.

Our financial guaranty products may subject us to significant risks from individual or correlated credits.

The breadth of our business exposes us to potential losses in a variety of our products as a result of a credit problem at one company
("single name" exposure). For example, we could have direct exposure to a corporate credit for which we write and/or insure a credit derivative.
We could also be exposed to the same corporate credit risk if the credit's securities are contained in a portfolio of collateralized debt obligations
("CDOs") we insure, or if it is the originator or servicer of loans or other assets backing structured securities that we have insured. A CDO is a
debt security backed by a pool of debt obligations. While we track our aggregate exposure to single names in our various lines of business and
have established underwriting criteria to manage risk aggregations, there can be no assurance that our ultimate exposure to a single name will
not exceed our underwriting guidelines, or that an event with respect to a single name will not cause a significant loss. In addition, because we
insure or reinsure municipal bonds, we can have significant exposures to single municipal risks. While the risk of a complete loss, where we pay
the entire principal amount of an issue of bonds and interest thereon with no recovery, is generally lower than for corporate credits as most
municipal bonds are backed by tax or other revenues, there can be no assurance that a single default by a municipality would not have a material
adverse effect on our results of operations or financial condition.
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Some of our direct financial guaranty products may be riskier than traditional financial guaranty insurance.

Unlike our triple-A monoline financial guaranty competitors, a substantial portion of our financial guaranty direct exposures have been
assumed as credit derivatives. Traditional financial guaranty insurance provides an unconditional and irrevocable guaranty that protects the
holder of a municipal finance or structured finance obligation against non-payment of principal and interest, while credit derivatives provide
protection from the occurrence of specified credit events, including non-payment of principal and interest. Credit derivative products generally
also provide for settlement of an entire exposure, rather than a missed payment obligation as in traditional financial guaranty, upon the
occurrence of a credit event, which could require us to sell assets or otherwise generate liquidity in advance of any potential recoveries.

Competition in our industry may adversely affect our revenues.
We face significant competition in our business, and our revenues and profitability could decline as a result of competition.

The financial guaranty industry is highly competitive. The principal sources of direct and indirect competition are other financial guaranty
insurance companies, most of which have greater financial resources and superior financial strength ratings than we do. Four companies,
Ambac, FGIC, FSA and MBIA, accounted for the vast majority of the gross written premiums for the entire financial guaranty industry in 2003.
We also face competition from other forms of credit enhancement, including structural enhancement incorporated in structured and other
obligations and letters of credit, guaranties and credit derivatives provided primarily by foreign and domestic banks and other financial
institutions, some of which are governmental enterprises or have been assigned the highest ratings awarded by one or more of the major rating
agencies.

There are also a relatively limited number of financial guaranty reinsurance companies. As a result, the industry is particularly vulnerable to
swings in capacity based on the entry or exit of one or a small number of financial guaranty reinsurers.

New entrants into the financial guaranty industry could have an adverse effect on our prospects either by furthering price competition or by
reducing the aggregate demand for our reinsurance as a result of additional insurance capacity. The most significant barriers to entry for new
financial guaranty competitors are rating agency requirements and regulatory capital requirements, as well as the limited availability of
experienced management. New entrants or additional reinsurance capacity would likely have an adverse effect on our business. An investor
group, which includes MBIA, recently announced the formation of a new Bermuda-based triple-A rated financial guaranty reinsurer, and we
cannot assure you what impact, if any, such entity may have on the financial guaranty reinsurance market.

With respect to mortgage guaranty reinsurance, we compete with a number of other reinsurance companies as well as with alternatives to
reinsurance, including risk-sharing arrangements with affiliates of the mortgage insurers and lender-owned captives. Many of these competitors
have greater experience and relationships in these markets. See also "Business Competition."

We are dependent on key executives and the loss of any of these executives, or our inability to retain other key personnel, could
adversely affect our business.

Our success substantially depends upon our ability to attract and retain qualified employees and upon the ability of our senior management
and other key employees to implement our business strategy. We believe there are only a limited number of available qualified executives in the
business lines in which we compete. Although we are not aware of any planned departures, we rely substantially upon the services of Dominic J.
Frederico, our President and Chief Executive Officer, and Michael J.
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Schozer, the President of Assured Guaranty Corp. Although each of these individuals will have employment agreements with us, we cannot
assure you that we will be able to retain their services. The loss of the services of either of these individuals or other key members of our
management team could adversely affect the implementation of our business strategy, which could have a material adverse effect on our
business. We do not currently maintain key man life insurance policies with respect to any of our employees. The inability to attract and retain
other talented personnel could also adversely affect our business.

Reduction in staffing levels could adversely affect our ability to successfully implement our new business strategy.

In connection with the IPO and the implementation of our new business strategy, we are reducing our total headcount to approximately 100
people through reductions in force and attrition. Some of our employees who have left or who have been terminated had relevant experience and
their loss could adversely affect our ability to successfully implement our new business strategy. In addition, if our new business strategy is
successful in generating a substantial amount of new business, we may be required to seek additional staff. We cannot assure you that we will be
able to identify and hire experienced new staff on a timely basis.

Our business could be adversely affected by Bermuda employment restrictions.

Our location in Bermuda may serve as an impediment to attracting and retaining experienced personnel. Special considerations apply to our
Bermuda operations. Under Bermuda law, non-Bermudians, other than spouses of Bermudians and individuals holding permanent resident
certificates or working resident certificates, are not permitted to engage in any gainful occupation in Bermuda without a work permit issued by
the Bermuda government. A work permit is only granted or extended if the employer can show that, after a proper public advertisement, no
Bermudian, spouse of a Bermudian or individual holding a permanent resident certificate or working resident certificate is available who meets
the minimum standards for the position. The Bermuda government has announced a policy that places a six-year term limit on individuals with
work permits, subject to specified exemptions for persons deemed to be key employees. All of our Bermuda-based employees who require work
permits have been granted provisional permits by the Bermuda government, including our President and Chief Executive Officer, Chief
Financial Officer, General Counsel and Secretary and Chief Actuary. It is possible that we could lose the services of one or more of our key
employees if we are unable to obtain or renew their work permits, which could have a material adverse affect on our business.

We may be adversely affected by interest rate changes affecting the performance of our investment portfolio.

Our operating results are affected, in part, by the performance of our investment portfolio. Changes in interest rates could also have an
adverse effect on our investment income. For example, if interest rates decline, funds reinvested will earn less than expected. Our investment
portfolio contains interest rate-sensitive instruments, such as bonds, which may be adversely affected by changes in interest rates. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations Critical Accounting Policies Valuation of
Investments."

In addition, our investment portfolio includes mortgage-backed securities. As of December 31, 2003, mortgage-backed securities
constituted approximately 25% of our invested assets. As with other fixed maturity investments, the fair market value of these securities
fluctuates depending on market and other general economic conditions and the interest rate environment. Changes in interest rates can expose us
to significant prepayment risks on these investments. In periods of declining interest rates, mortgage prepayments generally increase and
mortgage-backed securities are prepaid more quickly,
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requiring us to reinvest the proceeds at then-current market rates. During periods of rising interest rates, the frequency of prepayments generally
decreases. Mortgage-backed securities having an amortized value less than par (i.e., purchased at a discount) may incur a decrease in yield or a
loss as a result of slower prepayment.

Interest rates are highly sensitive to many factors, including monetary policies, domestic and international economic and political
conditions and other factors beyond our control. We do not engage in active management, or hedging, of interest rate risk, and may not be able
to mitigate interest rate sensitivity effectively.

The performance of our invested assets affects our results of operations and cash flows.

Income from our investment portfolio is one of the primary sources of cash flows supporting our operations and claim payments. For the
years ended December 31, 2003, 2002 and 2001, our net investment income was $96.3 million, $97.2 million and $99.5 million, respectively, in
each case exclusive of net realized gains on investments. If our calculations with respect to our policy liabilities are incorrect, or if we
improperly structure our investments to meet these liabilities, we could have unexpected losses, including losses resulting from forced
liquidation of investments before their maturity. The investment policies of our insurance subsidiaries are subject to insurance law requirements,
and may change depending upon regulatory, economic and market conditions and the existing or anticipated financial condition and operating
requirements, including the tax position, of our businesses.

We have retained Lazard Freres Asset Management and Hyperion Capital Management, Inc. to manage our investment portfolio. The
performance of our invested assets is subject to their performance in selecting and managing appropriate investments. These investment
managers have discretionary authority over our investment portfolio within the limits of our investment guidelines.

Our net income may be volatile because a portion of the credit risk we assume is in the form of credit derivatives that are accounted for
under FAS 133, which requires that these instruments be marked-to-market quarterly.

Any event causing credit spreads (i.e., the difference in interest rates between comparable securities having different credit risk) on an
underlying security referenced in a credit derivative in our portfolio either to widen or to tighten will affect the fair value of the credit derivative
and may increase the volatility of our earnings. Credit derivatives are classified as derivatives under Statement of Financial Accounting
Standards No. 133. Derivatives must be accounted for either as assets or liabilities on the balance sheet and measured at fair market value.
Although there is no cash flow effect from this "marking to market," net changes in the fair market value of the derivative are reported in our
statement of operations and therefore will affect our reported earnings. If the derivative is held to maturity and no credit loss is incurred, any
gains or losses previously reported would be offset by corresponding gains or losses at maturity. See "Management's Discussion and Analysis of
Financial Condition and Results of Operations Critical Accounting Policies Valuation of Derivative Financial Instruments."

Common events that may cause credit spreads on an underlying municipal or corporate security referenced in a credit derivative to fluctuate
include changes in the state of national or regional economic conditions, industry cyclicality, changes to a company's competitive position within
an industry, management changes, changes in the ratings of the underlying security, movements in interest rates, default or failure to pay
interest, or any other factor leading investors to revise expectations about the issuer's ability to pay principal and interest on its debt obligations.
Similarly, common events that may cause credit spreads on an underlying structured security referenced in a credit derivative to fluctuate may
include the occurrence and severity of collateral defaults, changes in demographic trends
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and their impact on the levels of credit enhancement, rating changes, changes in interest rates or prepayment speeds, or any other factor leading
investors to revise expectations about the risk of the collateral or the ability of the servicer to collect payments on the underlying assets sufficient
to pay principal and interest.

An increase in our subsidiaries' risk-to-capital ratio or leverage ratio may prevent them from writing new insurance.

Rating agencies and insurance regulatory authorities impose capital requirements on our insurance subsidiaries. These capital requirements,
which include risk-to-capital ratios, leverage ratios and surplus requirements, limit the amount of insurance that our subsidiaries may write. Our
insurance subsidiaries have several alternatives available to control their risk-to-capital ratios and leverage ratios, including obtaining capital
contributions from us, purchasing reinsurance or entering into other loss mitigation agreements, or reducing the amount of new business written.
However, a material reduction in the statutory capital and surplus of a subsidiary, whether resulting from underwriting or investment losses or
otherwise, or a disproportionate increase in the amount of risk in force, could increase a subsidiary's risk-to-capital ratio or leverage ratio. This in
turn could require that subsidiary to obtain reinsurance for existing business (which may not be available, or may be available on terms that we
consider unfavorable), or add to its capital base to maintain its financial strength ratings. Failure to maintain such ratings could limit that
subsidiary's ability to write new business, which could materially adversely affect our results of operations and financial condition.

We may require additional capital in the future, which may not be available or may be available only on unfavorable terms.

Our capital requirements depend on many factors, including our in-force book of business and rating agency capital requirements. To the
extent that our existing capital is insufficient to meet these requirements and/or cover losses, we may need to raise additional funds through
financings or curtail our growth and reduce our assets. Any equity or debt financing, if available at all, may be on terms that are not favorable to
us. If our need for capital arises because of significant losses, the occurrence of these losses may make it more difficult for us to raise the
necessary capital. If we cannot obtain adequate capital on favorable terms or at all, our business, operating results and financial condition could
be adversely affected.

Adequate soft capital support may not be available.

Financial guaranty insurers and reinsurers typically rely on providers of lines of credit, credit swap facilities and similar capital support
mechanisms (often referred to as "soft capital") to supplement their "hard capital." The ratings of soft capital providers directly affect the level of
capital credit which the rating agencies attribute to the financial guaranty insurer or reinsurer when rating its financial strength. We intend to
maintain soft capital facilities with providers having ratings adequate to provide the desired capital credit, although no assurance can be given
that one or more of the rating agencies will not downgrade or withdraw the applicable ratings of such providers in the future. In addition, we
cannot assure you that an acceptable replacement provider would be available in that event.

We may require additional liquidity in the future, which may not be available or may be available only on unfavorable terms.

We require liquidity in order to pay our operating expenses, interest on our debt and dividends on our common shares, and to make capital
investments in our operating subsidiaries. We anticipate that our need for liquidity will be met by (1) the ability of our subsidiaries to pay
dividends or to make other payments to us, (2) external financings, and (3) income from our investment portfolio. Some of our subsidiaries are

subject to legal and rating agency restrictions on their ability to pay dividends and
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make other permitted payments, and external financing may or may not be available to us in the future on satisfactory terms. Our other
subsidiaries are subject to legal restrictions on their ability to pay dividends and distributions. See "Dividend Policy" and "Business Regulation."
While we believe that we will have sufficient liquidity to satisfy our needs over the next 12 months, there can be no assurance that adverse
market conditions, changes in insurance regulatory law or changes in general economic condition that adversely affect our liquidity will not
occur. Similarly, there can be no assurance that adequate liquidity will be available to us on favorable terms in the future.

Liquidity at our operating subsidiaries is used to pay operating expenses, claims, reinsurance premiums and dividends to us, as well as,
where appropriate, to make capital investments in their own subsidiaries. Liquidity at the issuer is also used to make payments under the Tax
Allocation Agreement with ACE Financial Services, described under "Relationship with ACE Tax Allocation Agreement." While we believe that
the operating cash flows of our subsidiaries will be sufficient to meet their needs, we cannot assure you that this will be the case, nor can we
assure you that existing liquidity facilities will prove adequate to their needs, or be available to them on favorable terms in the future.

Changes in tax laws could reduce the demand or profitability of financial guaranty insurance, or negatively impact our investment
portfolio.

Any material change in the U.S. tax treatment of municipal securities, the imposition of a "flat tax," the imposition of a national sales tax in
lieu of the current federal income tax structure in the United States, or changes in the treatment of dividends, could adversely affect the market
for municipal obligations and, consequently, reduce the demand for financial guaranty insurance and reinsurance of such obligations.

The Jobs and Growth Tax Relief Reconciliation Act of 2003, enacted in May 2003, significantly reduces in certain situations the federal
income tax rate for individuals on dividends and long-term capital gains through 2008. This tax change may adversely affect the market for
municipal obligations and, consequently, reduce the demand for financial guaranty insurance and reinsurance of these obligations, which could
reduce our revenue and profitability from the writing of such insurance and reinsurance. Future potential changes in U.S. tax laws might also
affect demand for municipal securities and for financial guaranty insurance and reinsurance of those obligations.

Changes in U.S. federal, state or local laws that materially adversely affect the tax treatment of municipal securities or the market for those
securities, or other changes negatively affecting the municipal securities market, also may adversely impact our investment portfolio, a
significant portion of which is invested in tax-exempt instruments. These adverse changes may adversely affect the value of our tax-exempt
portfolio, or its liquidity.

Legislative and regulatory changes and interpretations could harm our business.

Changes in laws and regulations affecting insurance companies, the municipal and structured securities markets, the financial guaranty and
mortgage guaranty insurance and reinsurance markets and the credit derivatives markets, as well as other governmental regulations, may subject
us to additional legal liability, or affect the demand for the products that we provide. For example, recent uncertainty regarding the accounting
for structured securities significantly, though temporarily, reduced new issuances of certain types of structured securities.

Our ability to meet our obligations, including in respect of the notes and the guarantees, may be constrained by our holding company
structure.

Assumed Guaranty and Holdings are both holding companies and, as such, have no direct operations of their own. They do not expect to
have any significant operations or assets other than their ownership of the shares of their subsidiaries. Dividends and other permitted payments

from their
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operating subsidiaries are expected to be their primary source of funds to meet ongoing cash requirements, including debt service payments and
other expenses. Their insurance subsidiaries are subject to regulatory and rating agency restrictions limiting their ability to declare and to pay
dividends and make other payments to Assured Guaranty or Holdings, as applicable. The inability of our insurance subsidiaries to pay sufficient
dividends and make other permitted payments to us could have a material adverse effect on our ability to satisfy our ongoing cash requirements,
including in respect of the notes and the guarantees, and on our ability to pay dividends to our shareholders. For more information regarding
these limitations, see "Business Regulation."

Our insurance subsidiaries have no obligation to pay interest or principal due on the notes or to make funds available to us for that purpose,
whether in the form of loans, dividends or other distributions. Accordingly, our ability to repay the notes at maturity or otherwise may de
dependent upon our ability to refinance the notes, which will in turn depend, in large part, upon factors beyond our control.

ACE has the ability to exert significant influence over our operations.

ACE beneficially owns approximately 35% of our common shares (approximately 25% if the underwriters' option to purchase additional
common shares in the IPO is exercised in full). In addition, two of our directors, including our President and Chief Executive Officer, are also
directors of ACE. Prior to the IPO, our Chairman, Donald Kramer, was Vice Chairman and a director of ACE and, though he is no longer a
director of ACE, remains employed by ACE. ACE will have the ability to exert significant influence over our policies and affairs, the election of
our board of directors and any action requiring a shareholder vote, including amendments to our Bye-Laws and approval of business
combinations. The interests of ACE may differ from the interests of our other shareholders in some respects. See "Relationship with ACE."

ACE may have conflicts of interest with us.

ACE has entered into agreements with us which may give rise to conflicts of interest. See "Formation Transactions" and "Relationship with
ACE." In addition, ACE has invested in, and may in the future invest in, other entities engaged in or intending to engage in financial or mortgage
guaranty insurance and reinsurance, some of which may compete with us. ACE has also entered into, or may in the future enter into, agreements
with companies that may compete with us. We do not have any agreement or understanding with ACE regarding the resolution of potential
conflicts of interest. In addition, we may not be in a position to influence ACE's decision to engage in activities that would give rise to a conflict
of interest. ACE may take actions that are not in our best interests.
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We are dependent on certain contractual arrangements with ACE and we may be unable to replace these arrangements with similar or
more favorable agreements upon their expiration.

In connection with the IPO and the transactions described under "Formation Transactions" and "Relationships with ACE," we and our
insurance subsidiaries have entered into a series of agreements with ACE and its affiliates. See "Formation Transactions" and "Relationship with
ACE." The board of directors existing prior to the IPO has approved the terms of these agreements, but the agreements will not be reviewed or
approved by the independent directors who have joined our board upon completion of the IPO. These agreements became effective shortly after
the completion of the IPO. Several of these agreements govern our relationship with ACE and its affiliates with respect to various services that
ACE and its affiliates have agreed to provide to us following the completion of the IPO. After the expiration of these agreements, we may not be
able to replace these services and arrangements in a timely manner or on terms and conditions, including cost, as favorable as those we have
with ACE. In addition, we have entered into reinsurance arrangements and other transactions with ACE with respect to the businesses that we
have exited in connection with the IPO. These arrangements and other transactions have been approved by our board existing prior to the IPO
but have not been and will not be approved by the independent directors that have joined our board since completion of the IPO. See
"Relationship with ACE" and "Business Other."

We will have significant reinsurance recoverables from ACE.

As previously described, we have entered into reinsurance arrangements and other transactions with ACE with respect to the businesses that
we have exited in connection with the IPO. As a result, we expect to have substantial reinsurance recoverables from ACE and therefore will be
subject to the risk that ACE cannot or will not pay amounts owed to us under these reinsurance arrangements. In connection with the IPO, we
entered into several reinsurance agreement with subsidiaries of ACE described under "Relationships with ACE Reinsurance Transactions" that
are considered retroactive reinsurance contracts. Under applicable accounting rules related to retroactive reinsurance, we would not be able
recognize a reinsurance recoverable on future adverse loss development, if applicable, until we pay the underlying loss and we are reimbursed
by ACE. This difference in timing will cause our results of operations to otherwise be lower during the period in which we recognize a loss for
adverse development on one of these agreements, notwithstanding the reinsurance, and will be recaptured through income in the period in which
we actually pay the underlying loss.

Assured Guaranty is a Bermuda company and it may be difficult for you to enforce judgments against Assured Guaranty or against its
directors and executive officers.

Assured Guaranty is incorporated pursuant to the laws of Bermuda and its business is based in Bermuda. In addition, certain of Assured
Guaranty's directors and officers reside outside the United States, and a portion of its assets and the assets of such persons may be located in
jurisdictions outside the United States. As such, it may be difficult or impossible to effect service of process within the United States upon
Assured Guaranty or those persons, or to recover against Assured Guaranty or them on judgments of U.S. courts, including judgments predicated
upon the civil liability provisions of the U.S. federal securities laws. Further, no claim may be brought in Bermuda against Assured Guaranty or
its directors and officers in the first instance for violation of U.S. federal securities laws because these laws have no extraterritorial application
under Bermuda law and do not have force of law in Bermuda; however, a Bermuda court may impose civil liability, including the possibility of
monetary damages, on it or its directors and officers if the facts alleged in a complaint constitute or give rise to a cause of action under Bermuda
law.

Assured Guaranty has been advised by Conyers Dill & Pearman, our special Bermuda counsel, that there is doubt as to whether the courts
of Bermuda would enforce judgments of U.S. courts obtained in actions against Assured Guaranty or its directors and officers, as well as the
experts named
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herein, predicated upon the civil liability provisions of the U.S. federal securities laws, or original actions brought in Bermuda against Assured
Guaranty or such persons predicated solely upon U.S. federal securities laws. Further, Assured Guaranty has been advised by Conyers Dill &
Pearman that there is no treaty in effect between the United States and Bermuda providing for the enforcement of judgments of U.S. courts, and
there are grounds upon which Bermuda courts may not enforce the judgments of U.S. courts. Some remedies available under the laws of U.S.
jurisdictions, including some remedies available under the U.S. federal securities laws, may not be allowed in Bermuda courts as contrary to
public policy in Bermuda. Because judgments of U.S. courts are not automatically enforceable in Bermuda, it may be difficult for you to recover
against Assured Guaranty based upon such judgments.

A newspaper quote from a proposed member of the underwriting syndicate in the IPO could result in Securities Act liability to us.

Prior to the effectiveness of the registration statement covering our IPO, an analyst of Fox-Pitt, Kelton, Inc, a proposed member of the
underwriting syndicate in the IPO, was quoted in a newspaper article expressing an opinion as to the expected trading value of our common
shares relative to other companies in our industry. We did not have any involvement in the preparation of the article nor did we ask the analyst to
express any opinion regarding this offering or the expected trading value of our common shares. Fox-Pitt, Kelton, Inc. elected not to participate
in the IPO.

An investor in our IPO might assert that the newspaper article constitutes a prospectus that does not meet the requirements of the Securities
Act of 1933. If the newspaper article were to be found to be a prospectus that did not meet the requirements of the Securities Act, persons who
read the newspaper article and who purchased our common shares in the IPO may have the right, for a period of one year from the date of the
violation, to obtain recovery of the consideration paid in connection with their purchase of our common shares or, if they had already sold their
common shares, attempt to recover losses resulting from their purchase of our common shares. Any liability would depend on the number of
common shares purchased by the recipients.

Risks Relating to the Notes and the Guarantees

The terms of the notes and the guarantees do not restrict our ability to incur additional unsecured debt, pay dividends or repurchase
our securities.

Neither the guarantor nor its subsidiaries, including the issuer, are restricted under the terms of the indenture governing the notes from
incurring additional unsecured debt. If the guarantor or the issuer were to incur additional debt or liabilities, their ability to pay their obligations
in respect of the guarantees and the notes, as the case may be, could be adversely affected. In addition, we are not restricted from paying
dividends or issuing or repurchasing our securities under the indenture.

The notes will be effectively subordinated to the debts and obligations of our subsidiaries.

Since both the guarantor and the issuer are holding companies, their rights and the rights of their creditors (including the holders of the
notes) to participate in any distribution of the assets of any subsidiary upon such subsidiary's liquidation or reorganization or otherwise would be
subject to prior claims of the subsidiary's creditors, except to the extent that the guarantor or the issuer, as the case may be, may itself be a
creditor with recognized claims against the subsidiary. The right of creditors of the issuer (including the holders of the notes) and the guarantor
(including the holders of the notes who are creditors of the guarantor by virtue of the guarantees) to participate in the distribution of the stock
owned by them in certain of their respective subsidiaries, including their insurance subsidiaries, may also be subject to approval by certain
insurance regulatory and other authorities having jurisdiction over such subsidiaries.
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None of our subsidiaries will guarantee the notes. As a result of the foregoing, the notes will effectively be subordinated to the prior
payment of all of the existing and future liabilities and obligations (including trade payables) of our subsidiaries (other than the issuer). The
notes do not limit the ability of any of our subsidiaries to incur additional indebtedness, liabilities and obligations.

Our option to redeem the notes in certain circumstances may adversely affect your return on the notes.

The notes will be redeemable at our option under the circumstances and on the terms described under "Description of Notes and
Guarantees." Redemption may occur at a time when prevailing interest rates are relatively low. If this happens, you generally will not be able to
reinvest the redemption proceeds in a comparable security at an effective interest rate as high as that of the redeemed notes.

Absence of a public market for the notes could cause purchasers of the notes to be unable to resell them for an extended period of time.

There is no established public trading market for the notes. The notes will not be listed on any securities exchange or included in any
automated quotation system. We cannot assure you that an active trading market for the notes will develop or, if such market develops, how
liquid it will be. If a trading market does not develop or is not maintained, holders of the notes may experience difficulty in reselling, or an
inability to sell, the notes. If a market for the notes develops, any such market may be discontinued at any time. If a public trading market
develops for the notes, future trading prices of the notes will depend on many factors, including, among other things, prevailing interest rates,
our operating results and the market for similar securities. Depending on prevailing interest rates, the market for similar securities and other
factors, including our financial condition, the notes may trade at a discount from their principal amount.
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FORWARD-LOOKING STATEMENTS

Some of the statements under "Prospectus Summary," "Risk Factors," "Management's Discussion and Analysis of Financial Condition and
Results of Operations," "Business" and elsewhere in this prospectus may include forward-looking statements which reflect our current views
with respect to future events and financial performance. These statements include forward-looking statements both with respect to us specifically
and the insurance and reinsurance industries in general. Statements which include the words "expect," "intend," "plan," "believe," "project,"
"anticipate," "may," "will," "continue," "further,"” "seek," and similar words or statements of a future or forward-looking nature identify
forward-looking statements for purposes of the federal securities laws or otherwise.

non non

All forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are or will be important factors that
could cause our actual results to differ materially from those indicated in these statements. We believe that these factors include but are not
limited to those described under "Risk Factors" above and the following:

downgrades of the financial strength ratings assigned by the major rating agencies to any of our insurance subsidiaries at any
time, which has occurred in the past;

our inability to execute our new business strategy;

developments in the world's financial and capital markets that adversely affect our loss experience, the demand for our
products or our investment returns;

more severe losses or more frequent losses associated with our products;

changes in regulation or tax laws applicable to us, our subsidiaries or customers;

decreased demand for our insurance or reinsurance products or increased competition in our markets;

loss of key personnel;

the effects of mergers, acquisitions and divestitures;

changes in accounting policies or practices; and

changes in general economic conditions, including interest rates and other factors.

The foregoing review of important factors should not be construed as exhaustive, and should be read in conjunction with the other
cautionary statements that are included in this prospectus. We undertake no obligation publicly to update or review any forward-looking
statement, whether as a result of new information, future developments or otherwise.

If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may
vary materially from what we projected. Any forward-looking statements you read in this prospectus reflect our current views with respect to
future events and are subject to these and other risks, uncertainties and assumptions relating to our operations, results of operations, growth
strategy and liquidity. All subsequent written and oral forward-looking statements attributable to us or to individuals acting on our behalf are
expressly qualified in their entirety by this paragraph. You should specifically consider the factors identified in this prospectus that could cause
actual results to differ before making an investment decision.
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FORMATION TRANSACTIONS

Assured Guaranty Corp., our financial guaranty insurance subsidiary, was organized in 1985 and has been writing financial guaranty
coverages since January 1988. In April 1992, Assured Guaranty Corp.'s parent, Capital Re, became a public company. In February 1994, Capital
Re entered the mortgage business with the formation of Assured Guaranty Mortgage, a New York domiciled insurance company. Shortly
thereafter, AGRO was formed as a Bermuda-domiciled insurance company. In December 1999, ACE acquired Capital Re.

Assured Guaranty was incorporated in Bermuda in August 2003 for the sole purpose of becoming a holding company for ACE's
subsidiaries conducting its financial and mortgage guaranty businesses, which we refer to as the "transferred businesses," in connection with our
IPO. Certain of the transferred businesses were originally conducted by subsidiaries of Capital Re.

As part of the overall plan of formation of Assured Guaranty, the following formation transactions occurred:

ACE, through a U.S. subsidiary, formed Assured Guaranty US Holdings as a Delaware holding company to hold the shares
of Assured Guaranty Corp. and Assured Guaranty Financial Products.

ACE's U.S. subsidiary transferred the shares of Assured Guaranty Corp. and Assured Guaranty Financial Products to
Assured Guaranty US Holdings in exchange for stock of Assured Guaranty US Holdings and a $200 million promissory
note.

AGRO transferred 100% of the stock ownership in ACE Capital Title to ACE Bermuda in exchange for a $39.5 million
promissory note which has since been repaid.

Subsequent to entering into the underwriting agreement with respect to the IPO, ACE transferred its common shares to ACE Bermuda and
caused:

its U.S. subsidiary to transfer 100% of the stock ownership in Assured Guaranty US Holdings and Assured Guaranty
Finance Overseas to us in exchange for 35,171,000 of our common shares and two promissory notes of Assured Guaranty in
an aggregate amount of $1 million; and

a Bermuda subsidiary to transfer 100% of the stock of AGRI to us in exchange for 38,629,000 of our common shares and a
$1 million promissory note of Assured Guaranty.

Each of our operating subsidiaries conducted business under names including "ACE," "AGR" and/or "Capital Re." As part of the formation
transactions we have changed, or are in the process of changing, the names of each of these subsidiaries to the respective names set forth in this
prospectus (or derivations of these names).

ACE and its subsidiaries also entered into a number of transactions with our subsidiaries in order to reinsure or otherwise assume certain
risks related to the businesses reported in our other segment. See "Relationship with ACE."

We also entered into a number of other agreements with ACE and its subsidiaries that govern certain aspects of our relationship with ACE
after the IPO, including services agreements under which ACE and its subsidiaries have agreed to provide certain services to us for a period of
time after the IPO.

ACE beneficially owns 26,000,000 common shares, or approximately 35% of our outstanding common shares (18,650,000 common shares,
or approximately 25% of our outstanding common shares if the underwriters' option to purchase additional common shares in the IPO is
exercised in full).

In addition, upon completion of these formation transactions and completion of the IPO, unvested stock options to purchase ACE ordinary
shares held by our officers or employees immediately vested and any unvested restricted ACE ordinary shares held by these individuals were
forfeited. We expect to incur an after-tax charge in the second quarter of 2004 of approximately $9.5 million relating to the accelerated vesting
of stock options and additional compensation we are providing to our officers or employees in exchange for their forfeiture of their restricted
shares. See "Management Transaction from ACE to Assured Guaranty Plans."
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ASSURED GUARANTY US HOLDINGS INC.

Assured Guaranty US Holdings Inc., the issuer of the notes, was formed in connection with the transactions described under "Formation
Transactions" as a holding company to hold the shares of Assured Guaranty Corp. and Assured Guaranty Financial Products. It is a wholly
owned subsidiary of Assured Guaranty and was formed under the laws of the State of Delaware in February 2004. Its principal executive offices
are at 1325 Avenue of the Americas, New York, New York, and its telephone number is (212) 974-0100.

USE OF PROCEEDS

The net proceeds from the issue of the notes are estimated to be approximately $195.2 million (after deducting underwriting discounts and
commissions and other offering expenses) and will be used to repay indebtedness owed to a subsidiary of ACE that was incurred in connection
with the formation transactions described under "Formation Transactions."” This indebtedness matures at the earlier of (i) September 30, 2004
and (ii) the closing of this offering. The indebtedness bears interest at 1.5% per year.
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CAPITALIZATION OF ASSURED GUARANTY

The table below shows Assured Guaranty's combined capitalization as of December 31, 2003, on a pro forma basis giving effect to the
formation transactions described under "Formation Transactions," the transactions described under "Supplemental Pro Forma Condensed
Combined Financial Information (Unaudited)" beginning on page F-57 and as further adjusted to give effect to issuance of the notes in this
offering and the application of the net proceeds from this offering.

You should read this table in conjunction with "Use of Proceeds," "Selected Combined Financial Information" and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and the combined financial statements and related notes that are
included elsewhere in this prospectus.

As of December 31, 2003

Pro forma As
Actual Pro forma Adjusted

($ in millions, except per share amounts)

Debt:
Monthly income preferred securities of affiliateV $ 75.0 $
Promissory note to ACE $ 200.0
Notes offered hereby $ 200.0
Total debt $ 750 $ 200.0 $ 200.0
Shareholder's equity:

Common shares, $0.01 par value, 500,000,000 shares authorized,

75,937,417 shares issued and outstanding pro forma $ 164 $ 08 $ 0.8

Additional paid-in capital 955.5 1,247.5 1,247.5

Unearned stock grant compensation 5.5) (17.8) (17.8)

Retained earnings 390.0

Accumulated other comprehensive income 81.2 81.2 81.2

Total shareholder's equity 1,437.6 1,311.6 1,311.6
Total capitalization $ 1,512.6 $ 1,511.6 $ 1,511.6

Ratio of total debt to total capitalization 5.0% 13.2% 13.2%

@

Represents $75 million of Monthly Income Preferred Securities of Capital Re LLC. Capital Re LLC remains a subsidiary of ACE.
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SELECTED COMBINED FINANCIAL INFORMATION

The following table sets forth selected combined financial and other information of Assured Guaranty. The selected combined statement of
operations data for each of the years ended December 31, 2003, 2002, and 2001 and the selected combined balance sheet data as of
December 31, 2003 and 2002 are derived from Assured Guaranty's audited combined financial statements, which have been prepared in
accordance with GAAP and appear elsewhere in this prospectus. The selected combined statement of operations data for the year ended
December 31, 2000 and the selected combined balance sheet data as of December 31, 2001 are derived from Assured Guaranty's audited
combined financial statements, which have been prepared in accordance with GAAP. The selected combined statement of operations data for the
year ended December 31, 1999 and the selected combined balance sheet data as of December 31, 2000 and 1999 are derived from Assured
Guaranty's unaudited combined financial statements.

You should read the following selected combined financial information together with the other information contained in this prospectus,
including "Management's Discussion and Analysis of Financial Condition and Results of Operations" and the combined financial statements and
related notes included elsewhere in this prospectus.

Year Ended December 31,

2003 2002 2001 2000 1999

($ in millions)

Statement of operations data:

Gross written premiums $ 3492 $ 4172 $§ 4429 § 2060 $ 2035
Net written premiums® 491.5 352.5 206.6 188.6 198.9
Net earned premiums $ 3109 $ 2474 § 2935 § 140.7 $ 192.6
Net investment income 96.3 97.2 99.5 98.1 73.3
Net realized investment gains (losses) 5.5 7.9 13.1 8.6 (6.5)
Unrealized gains (losses) on derivative financial instruments 98.4 54.2) (16.3)

Other income 1.2 3.6 2.9 2.5 5.0
Total revenues 512.3 302.0 392.9 249.9 264.4
Loss and loss adjustment expenses 144.6 120.3 177.5 304 201.8
Profit commission expense 9.8 8.5 9.0 10.8 11.0
Acquisition costs 64.9 48.4 51.1 49.1 423
Operating expenses 41.0 31.0 29.8 26.2 24.1
Goodwill amortization 3.8 3.8

Interest expense 5.7 10.6 11.5 11.5 11.5
Total expenses 266.1 218.8 282.8 131.8 290.7
Income (loss) before income taxes 246.2 83.2 110.1 118.1 (26.4)
Provision (benefit) for income taxes 31.7 10.6 22.2 24.9 (10.6)

Net income before cumulative effect of new accounting

standard 214.5 72.6 87.9 93.2 (15.7)

Cumulative effect of new accounting standard, net of taxes (24.1)

Net income (loss) $ 2145 $ 72.6 % 63.8 $ 932 $ (15.7)
Year Ended December 31,
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Balance sheet data (end of period):
Investments and cash

Prepaid reinsurance premiums

Total assets

Unearned premium reserve

Reserve for losses and loss adjustment expenses
Long-term debt

Total liabilities

Accumulated other comprehensive income
Shareholder's equity

Per share data:®
Earnings per share:

Basic
Diluted

Book value per share

GAAP financial information:
Loss and loss adjustment expense ratio®

Expense ratio®

2003 2002 2001 2000 1999
($ in millions)
22221 $ 2,061.9 $ 1,710.8 1,549.6 $ 1,292.3
11.0 179.5 171.5 28.8 28.6
2,857.9 2,719.9 2,322.1 1,913.7 1,622.2
625.4 613.3 500.3 444.6 396.8
522.6 458.8 401.1 171.0 195.4
75.0 75.0 150.0 150.0 150.0
1,420.2 1,462.6 1,260.4 919.2 840.7
81.2 89.0 43.3 42.3
1,437.6 1,257.2 1,061.6 994.5 781.6
286 $ 097 $ 0.85 124 $ (0.21)
2.86 0.97 0.85 1.24 0.21)
19.17 16.76 14.15 13.26 10.42
46.5% 48.6% 60.5% 21.6% 104.8%
37.2 35.5 30.6 61.2 40.2
30
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Combined ratio 83.7% 84.1% 91.1% 82.8% 145.0%
I I I I I
Ratio of earnings to 36.49x 8.18x 9.90x 10.89x
fixed charges®
Pro forma ratio of 19.18x

earnings to fixed

charges®

Statutory financial

information:
Contingency $ 4105 $ 3155 $ 2289 $ 1838 $ 155.1
reserve?
Policyholders' 980.5 835.4 833.2 786.0 464.6
surplus

Additional financial

guaranty

information

(end of period):

Ne

t in-force $ 130,047 $ 124082 $ 117909 $ 102,744 $ 94,035

business

(pr

incipal and

interest)

Ne

t in-force 87,524 80,394 75,249 65,756 59,073

business

(pr

incipal only)

Present value of 238.8 215.5 195.0 139.5
gross premiums

written®

Net present value 309.8 260.2 159.7 94.0
of installment

premiums

in-force®

ey

@

3

“

&)

Q)

ACE purchased the entities comprising Assured Guaranty as part of its purchase of Capital Re on December 30, 1999. The selected
combined statement of operations data for the year ended December 31, 1999 reflects the financial position and results of operations of
the entities as included in Capital Re's financial statements during those periods. The remaining selected combined financial
information represents the financial position and results of operations of the entities comprising Assured Guaranty based on ACE's
purchase accounting basis in the entities. The principal differences are $94.6 million of goodwill at December 31, 1999 and related
goodwill amortization of $3.8 million in each of the years ended December 31, 2001 and 2000.

Net written premiums exceeded gross written premiums for the year ended December 31, 2003 due to $154.8 million of return
premium from two terminated ceded reinsurance contracts.

Based on 75,000,000 shares outstanding immediately prior to the IPO.

The loss and loss adjustment expense ratio is calculated by dividing loss and loss adjustment expenses by net earned premiums.

The expense ratio is calculated by dividing the sum of profit commission expense, acquisition costs and operating expenses by net
earned premiums.

For purposes of computing these ratios, earnings consist of net income before income tax expense (excluding interest costs capitalized)
plus fixed charges to the extent that such charges are included in the determination of earnings. Fixed charges consist of interest costs
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(including interest costs capitalized) plus one-third of minimum rental payments under operating leases (estimated by management to
be the interest factor of such rentals). Due to our loss in 1999, our fixed charges exceeded our earnings (as computed under applicable
SEC rules for this purpose) by $26.4 million. Pro forma ratio is calculated by assuming the sale of $200,000,000 aggregate principal
amount of notes in this offering with an effective interest cost (after giving effect to hedging transactions) of 6.00%, the net proceeds
of which are applied as discussed under "Use of Proceeds."

Under statutory accounting principles, financial guaranty and mortgage guaranty insurers are required to establish contingency
reserves based on a specified percentage of premiums. A contingency reserve is an additional liability reserve established to protect
policyholders against the effects of adverse economic developments or cycles or other unforeseen circumstances.

Represents gross premiums related to financial guaranty contracts written in the current period, including the full amount of upfront
premiums received and the present value of all installment premiums, discounted at 6% per year. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations Segment Results of Operations" for a reconciliation to gross written
premiums. Information for years prior to 2000 is unavailable.

Represents the present value of installment premiums on all in-force financial guaranty business, net of reinsurance ceded and ceding
commissions, discounted at 6% per year. Information for years prior to 2000 is unavailable.
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PRO FORMA COMBINED FINANCIAL INFORMATION OF ASSURED GUARANTY

As a newly formed company, Assured Guaranty has no actual results of operations. In this prospectus, we therefore are presenting pro
forma combined financial information with respect to the businesses that ACE has transferred to us as described under "Formation
Transactions," upon the completion of the IPO. This pro forma combined financial information is intended to illustrate the performance of our
business following completion of the IPO and as if we had commenced our operations as of the beginning of the year presented.

The pro forma adjustments include (a) the estimated incremental operating costs that we will incur as a stand-alone public company,
primarily a holding company executive management team, board of directors' fees, directors' and officers' liability insurance, independent
auditors' fees, and the cost of changes in vendors or payment terms related to certain services currently provided by ACE, (b) long-term debt
included in the historical combined financial statements that will be excluded from the transactions described under "Formation Transactions,"
and interest thereon, (c) the estimated effects of debt expected to be issued (and related interest expense at 6% per year) and related return of
capital to ACE as described under "Formation Transactions," (d) the incremental cost of separate executive stock option and restricted stock
programs, and (e) related U.S. income taxes at 35%, where applicable.

We caution that the pro forma condensed combined balance sheet and pro forma condensed combined statement of operations presented
herein are not indicative of the actual results that we will achieve once we commence operations. Many factors may cause our actual results to
differ materially from the pro forma condensed combined balance sheet and statement of operations, including our exit from the lines of business
included in our other segment, our underwriting results, the amount of our investment income, and other factors.

The following table summarizes the pro forma effects on historical combined net income for the year ended December 31, 2003 and on
historical combined shareholder's equity as of December 31, 2003. Further details on the pro forma adjustments and the individual financial
statement line items that will be affected are included in our supplemental pro forma condensed combined financial information (unaudited)
included elsewhere in this prospectus. See "Supplemental Pro Forma Condensed Combined Financial Information (Unaudited)" beginning on
page F-57.

Year Ended As of
December 31, 2003 December 31, 2003

($ in millions)

Historical combined net income $ 214.5
Historical combined shareholder's equity $ 1,437.6
(a) Estimated incremental operating costs (14.0)
(b) Interest on long-term debt retained by ACE 5.7

Long-term debt retained by ACE 75.0
(c) Interest on long-term debt to be issued (12.0)

Return of capital to ACE (200.0)
(d) Stock option and restricted stock programs (1.6) (2.8)
(e) Related income tax benefit 5.0 1.8
Pro forma net income $ 197.6
Pro forma shareholder's equity $ 1,311.6
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our combined
financial statements and accompanying notes which appear elsewhere in this prospectus. It contains forward-looking statements that involve
risks and uncertainties. Please see "Forward-Looking Statements" for more information. Our actual results could differ materially from those
anticipated in these forward-looking statements as a result of various factors, including those discussed below and elsewhere in this prospectus,
particularly under the headings "Risk Factors" and "Forward-Looking Statements."

Executive Summary

We are a Bermuda-based company providing credit enhancement products to the municipal finance, structured finance and mortgage
markets. We apply our credit expertise, risk management skills and capital markets experience to develop insurance, reinsurance and credit
derivative products that meet the credit enhancement needs of our customers. We market our products directly and through financial institutions.
We serve the U.S. and international markets.

Our financial results include three operating segments: financial guaranty direct, financial guaranty reinsurance and mortgage guaranty. For
financial reporting purposes, we have a fourth segment, which we refer to as other. The other segment consists of a number of businesses that we
have exited including equity layer credit protection, trade credit reinsurance, title reinsurance, life, accident and health reinsurance ("LA&H")
and auto residual value reinsurance. Because we exited some of these businesses after December 31, 2003, our results of operations for the
quarter ended March 31, 2004 will reflect the results of operations of these businesses through the date as of which we exited them.

We derive our revenues principally from premiums from our insurance, reinsurance and credit derivative businesses, net investment
income, net realized gains and losses from our investment portfolio and unrealized gains and losses on derivative financial instruments. Our
premiums are a function of the amount and type of contracts we write as well as prevailing market prices. We receive premiums on an upfront
basis when the policy is issued or the contract is executed and/or on an installment basis over the life of the applicable transaction.

Our investment income is a function of our invested assets and the yield that we earn on those assets. The investment yield will be a
function of market interest rates at the time of investment as well as the type, credit quality and maturity of our invested assets. In addition, we
could realize capital gains or losses on securities in our investment portfolio as a result of changing market conditions, including changes in
market interest rates, and changes in the credit quality of our invested assets.

Unrealized gains and losses on derivative financial instruments are a function of changes in the estimated fair value of our credit derivative
contracts. We expect these unrealized gains and losses to fluctuate primarily based on changes in credit spreads and the credit quality of the
referenced entities. We generally hold these derivative contracts to maturity. Where we hold a derivative contract to maturity, the cumulative
unrealized gains and losses will net to zero if we incur no credit losses on that contract.

We expect that our expenses will primarily consist of losses and loss adjustment expenses ("LAE"), profit commission expense, acquisition
costs, operating expenses, interest expense and income taxes. Losses and LAE will be a function of the amount and types of business we write.
Losses and LAE are based upon estimates of the ultimate aggregate losses inherent in the portfolio. The risks that we will take have a low
expected frequency of loss and generally will be investment grade at the time we accept the risk. Profit commission expense represents payments
made to ceding companies generally based on the profitability of the business reinsured by us. Acquisition costs are related to the
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production of new business. Certain acquisition costs are deferred and recognized over the period in which the related premiums are earned.
Operating expenses consist primarily of salaries and other employee-related costs. These costs will not vary with the amount of premiums
written. We estimate that our incremental expenses in connection with becoming a public company are approximately $14.0 million per year,
primarily attributable to the salaries of our executive officers and other public company expenses. In November 2003 and February 2004, we
reduced our personnel and other expenses and, as a result, expect to save approximately $16.0 million of operating expenses per year on an
annualized basis. Interest expense will be a function of outstanding debt and the contractual interest rate related to that debt. Income taxes will
be a function of our profitability and the applicable tax rate in the various jurisdictions in which we do business.

In connection with the IPO, we entered into several reinsurance agreement with subsidiaries of ACE described under "Relationship with
ACE Reinsurance transactions" that are considered retroactive reinsurance contracts. Under applicable accounting rules related to retroactive
reinsurance, we would not be able to recognize a reinsurance recoverable on future adverse loss development, if applicable, until we pay the
underlying loss and we are reimbursed by ACE. This difference in timing will cause our results of operations to otherwise be lower during the
period in which we recognize a loss for adverse development on one of these agreements, notwithstanding the reinsurance, and will be
recaptured through income in the period in which we actually pay the underlying loss.

Critical Accounting Policies

Our combined financial statements include amounts that, either by their nature or due to requirements of GAAP, are determined using
estimates and assumptions. The actual amounts realized could ultimately be materially different from the amounts currently provided for in our
combined financial statements. We believe the items requiring the most inherently subjective and complex estimates to be reserves for losses
and LAE, valuation of derivative financial instruments, valuation of investments, other than temporary impairments of investments, premium
revenue recognition, deferred acquisition costs and deferred income taxes. An understanding of our accounting policies for these items is of
critical importance to understanding our combined financial statements. The following discussion provides more information regarding the
estimates and assumptions used for these items and should be read in conjunction with the notes to our combined financial statements.

Reserve for Losses and Loss Adjustment Expenses
Reserve for losses and LAE includes case reserves, incurred but not reported reserves ("IBNR") and portfolio reserves.

Case reserves are established when specific insured obligations are in or near default. Case reserves represent the present value of expected
future loss payments and LAE, net of estimated recoveries but before considering ceded reinsurance from insured obligations that are in or near
default. Financial guaranty insurance and reinsurance case reserves are discounted at 6.0%, which is the approximate taxable equivalent yield on
the investment portfolio in all periods presented.

IBNR is an estimate of the amount of losses where the insured event has occurred but the claim has not yet been reported to us. In
establishing IBNR, we use traditional actuarial methods to estimate the reporting lag of such claims based on historical experience, claim
reviews and information reported by ceding companies. We record IBNR for mortgage guaranty reinsurance within our mortgage guaranty
segment and for title reinsurance, auto residual value reinsurance and trade credit reinsurance within our other segment.

We also record portfolio reserves for our financial guaranty insurance and reinsurance, credit derivatives and mortgage guaranty
reinsurance. Portfolio reserves are established with respect to the portion of our business for which case reserves have not been established.

Portfolio reserves are
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established in an amount equal to the portion of actuarially estimated ultimate losses related to premiums earned to date as a percentage of total
expected premiums for that in-force business. Actuarially estimated ultimate losses of financial guaranty exposures are developed considering
the net par outstanding of each insured obligation, taking account of the probability of future default, the expected timing of the default and the
expected recovery following default. These factors vary by type of issue (for example municipal, structured finance or corporate), current credit
rating and remaining term of the underlying obligation and are principally based on historical data obtained from rating agencies. Actuarially
estimated ultimate losses on mortgage guaranty reinsurance are principally determined based on the historical industry loss experience, net of
expected recoveries. During an accounting period, portfolio reserves principally increase or decrease based on changes in the aggregate net
amount at risk and the probability of default resulting from changes in credit quality of insured obligations, if any.

We update our estimates of loss and LAE reserves quarterly. Loss assumptions used in computing loss and LAE reserves are updated
periodically for emerging experience, and any resulting changes in reserves are recorded as a charge or credit to earnings in the period such
estimates are changed. Due to the inherent uncertainties of estimating loss and LAE reserves, actual experience may differ from the estimates
reflected in our combined financial statements, and the differences may be material.

The following tables summarize our reserve for losses and LAE by segment, by type of reserve and by segment and type of reserve as of
the dates presented. For an explanation of changes in these reserves see " Combined Results of Operations."

As of December 31,

2003 2002 2001

($ in millions)

By segment:
Financial guaranty direct $ 299 $ 260 % 8.9
Financial guaranty reinsurance 72.8 47.2 65.3
Mortgage guaranty 24.1 28.7 31.4
Other 395.7 356.9 295.4
Total $ 5226 $ 4588  $ 401.1
I I I
As of December 31,
2003 2002 2001
($ in millions)
By type of reserve:
Case basis $ 1289  $ 1221 $ 53.5
IBNR 319.0 281.1 269.0
Portfolio 74.6 55.6 78.5
Total $ 5226 % 4588 $ 401.1
I I I
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As of December 31, 2003
Financial Financial
Guaranty Guaranty Mortgage
Direct Reinsurance Guaranty Other Total

($ in millions)

By segment and type of reserve:

Case basis $ 20 $ 353 % 1.8 $ 89.8 $ 128.9
IBNR 13.1 305.9 319.0
Portfolio 27.9 37.5 9.2 74.6

Total $ 299 $ 728 $ 241 $ 3957 $ 522.6

The following table sets forth the financial guaranty in-force portfolio by underlying rating:

As of December 31, 2003

Net Par % of Net Par
Ratings Outstanding Outstanding
($ in billions)
AAA $ 26.2 29.9%
AA 17.6 20.1
A 29.9 342
BBB 12.3 14.1
Below investment grade 1.5 1.7
Total exposures $ 87.5 100.0%

Our risk management department is responsible for monitoring our portfolio of credits and maintains a list of closely monitored credits. The
closely monitored credits are divided into four categories: Category 1 (low priority; fundamentally sound, greater than normal risk); Category 2
(medium priority; weakening credit profile, may result in loss); Category 3 (high priority; losses likely, case reserve established); Category 4
(claim paid or incurred). Credits that are not included in the closely monitored credit list are categorized as fundamentally sound, normal risk.
See "Business Risk Management" for further definition and discussion of closely monitored credits. The following table provides financial
guaranty net par outstanding by credit monitoring category as of December 31, 2003:

As of December 31, 2003

Net Par % of Net Par
Description: Outstanding Outstanding

($ in millions)

Fundamentally sound, normal risk $ 85,794.8 98.0%
Closely monitored:
Category 1 1,309.5 1.5
Category 2 251.8 0.3
Category 3 131.1 0.1
Category 4 36.8 0.0
Sub total 1,729.2 2.0
Total $ 87,524.0 100%
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As of December 31, 2003
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Valuation of Derivative Financial Instruments

On January 1, 2001, we adopted FAS No. 133, "Accounting for Derivative Instruments and Hedging Activities" ("FAS 133"), which
established accounting and reporting standards for derivative instruments. FAS 133 requires recognition of all derivatives on the balance sheet at
fair value.

We issue credit derivative financial instruments, including a few index-based derivative financial instruments, that we view as an extension
of our financial guaranty business but which do not qualify for the financial guaranty insurance scope exception under FAS 133 and therefore
are reported at fair value, with changes in fair value included in our earnings.

Since we view these derivative contracts as an extension of our financial guaranty business, we believe that the most meaningful
presentation of these derivatives is to reflect revenue as earned premium, to record estimates of losses and LAE on specific credit events as
incurred and to record changes in fair value as incurred. When we determine that a loss on a derivative contract is probable, we establish
reserves for the loss. Other changes in fair value are included in unrealized gains and losses on derivative financial instruments. We generally
hold derivative contracts to maturity. However, in certain circumstances such as for risk management purposes or as a result of a decision to exit
a line of business, we may decide to terminate a derivative contract prior to maturity. Where we hold a derivative to maturity, the cumulative
unrealized gains and losses will net to zero if we incur no credit losses on that contract. However, in the event that we terminate a derivative
contarct prior to maturity the unrealized gain or loss will be realized through premiums earned and loss incurred.

The fair value of these instruments depends on a number of factors including credit spreads, changes in interest rates, recovery rates and the
credit ratings of referenced entities. Where available, we use quoted market prices to determine the fair value of these credit derivatives. If the
quoted prices are not available, particularly for senior layer CDOs and equity layer credit protection, the fair value is estimated using valuation
models for each type of credit protection. These models may be developed by third parties, such as rating agencies, or developed internally
based on market conventions for similar transactions, depending on the circumstances. These models and the related assumptions are
continuously reevaluated by management and enhanced, as appropriate, based upon improvements in modeling techniques and availability of
more timely market information. The majority of our single name credit derivatives are valued using third-party market quotes. Our exposures to
CDOs are typically valued using a combination of rating agency models and internally developed models.

Valuation models include the use of management estimates and current market information. Management is also required to make
assumptions on how the fair value of derivative instruments are affected by current market conditions. Management considers factors such as
current prices charged for similar agreements, performance of underlying assets, and our ability to obtain reinsurance for our insured obligations.
Due to the inherent uncertainties of the assumptions used in the valuation models to determine the fair value of these derivative products, actual
experience may differ from the estimates reflected in our combined financial statements, and the differences may be material.

The fair value adjustment for the year ended December 31, 2003 was a $98.4 million gain as compared to a $54.2 million loss for the year
ended December 31, 2002. The change in fair value is related to many factors but primarily due to changes in credit spreads. For example, the
2003 gain of $98.4 million primarily relates to an approximate 60-65% tightening in investment grade corporate spreads over that period, and
the 2002 loss of $54.2 million primarily relates to an approximate 20-25% widening.
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Valuation of Investments

As of December 31, 2003, 2002 and 2001, we had total investments of $2.2 billion, $2.1 billion and $1.7 billion, respectively. The fair
values of all of our investments are calculated from independent market quotations.

As of December 31, 2003, approximately 94% of our investments were long-term fixed maturity securities, and our portfolio had an
average duration of 5.4 years. Changes in interest rates affect the value of our fixed maturity portfolio. As interest rates fall, the fair value of
fixed maturity securities increases and as interest rates rise, the fair value of fixed maturity securities decreases. The following table summarizes
the estimated change in fair value net of related income taxes on our investment portfolio as of December 31, 2003 based upon assumed changes
1n 1nterest rates:

Estimated
Increase
(Decrease) in
Change in Interest Rates Fair Value

($ in millions)

300 basis point rise $ (244.7)
200 basis point rise (167.9)
100 basis point rise (86.3)
100 basis point decline 76.0
200 basis point decline 155.2
300 basis point decline 230.0

Other than Temporary Impairments

We have a formal review process for all securities in our investment portfolio, including a review for impairment losses. Factors considered
when assessing impairment include:

a decline in the market value of a security by 20% or more below amortized cost for a continuous period of at least six
months;

a decline in the market value of a security for a continuous period of 12 months;

recent credit downgrades of the applicable security or the issuer by rating agencies;

the financial condition of the applicable issuer;

whether scheduled interest payments are past due; and

whether we have the ability and intent to hold the security for a sufficient period of time to allow for anticipated recoveries
in fair value.

If we believe a decline in the value of a particular investment is temporary, we record the decline as an unrealized loss on our balance sheet
in "accumulated other comprehensive income" in shareholder's equity. If we believe the decline is "other than temporary,” we write down the
carrying value of the investment and record a realized loss in our statement of operations. Our assessment of a decline in value includes
management's current assessment of the factors noted above. If that assessment changes in the future, we may ultimately record a loss after
having originally concluded that the decline in value was temporary.

Other than temporary declines in the fair value of fixed maturity securities were $0.1 million and $5.8 million for the years ended
December 31, 2003 and 2002, respectively. The 2002 impairment loss as a percentage of the total fair value of our investments at the beginning
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The following table summarizes the unrealized losses in our investment portfolio by type of security and the length of time such securities
have been in a continuous unrealized loss position as of the dates indicated:

Length of Time in Continuous Unrealized Loss

As of December 31, 2003

As of December 31, 2002

Estimated Gross
Fair Unrealized
Value Losses

Estimated

Value

Unrealized

Municipal securities
0-6 months

7-12 months

Greater than 12 months

Corporate securities
0-6 months

7-12 months

Greater than 12 months

U.S. Government obligations
0-6 months

7-12 months

Greater than 12 months

Mortgage and asset-backed securities
0-6 months

7-12 months

Greater than 12 months

Total

($ in millions)

$ 562 $ (1.0) $ 8.6
8.3 0.2) 0.2
0.7 .1)
64.5 (1.2) 9.5 0.1)
35.1 (0.5)
9.5 0.7) 4.7 (1.8)
4.7 0.2)
44.6 (1.2) 9.4 (2.0)
16.2 0.2)
16.2 0.2)
125.2 (1.6) 18.1 .1)
29.8 (0.5) 12.0 0.1)
0.6
155.0 2.1) 30.7 0.2)
$ 2803 $ @47 $ 49.6 2.3)
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The following table summarizes the unrealized losses in our investment portfolio by type of security and remaining time to maturity as of

the dates indicated:

Remaining Time to Maturity

As of December 31, 2003

As of December 31, 2002

Estimated Gross
Fair Unrealized
Value Losses

Estimated

Value

Unrealized

Municipal securities

Due in one year or less

Due after one year through five years
Due after five years through ten years
Due after ten years

Corporate securities

Due in one year or less

Due after one year through five years
Due after five years through ten years
Due after ten years

U.S. Government obligations

Due in one year or less

Due after one year through five years
Due after five years through ten years
Due after ten years

Mortgage and asset-backed securities

Total

($ in millions)

$ 92 $ 0.1)
10.6 0.1)
44.7 (1.0) 9.5 .1)
64.5 (1.2) 9.5 .1
0.3
10.2 0.1) 5.3
8.5 0.4)
25.9 0.7) 3.8 (2.0)
44.6 (1.2) 9.4 (2.0)
0.1
9.3
6.8 0.2)
16.2 0.2)
155.0 2.1) 30.7 0.2)
$ 2803 $ %)) 496 $ (2.3)
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The following table summarizes, for all securities sold at a loss through December 31, 2003 and 2002, the fair value and realized loss by
length of time such securities were in a continuous unrealized loss position prior to the date of sale:

Year Ended
December 31,
2003 2002
Estimated Gross Estimated Gross
Fair Unrealized Fair Unrealized
Length of Time in Continuous Unrealized Loss Prior to Sale Value Losses Value Losses
($ in millions)
Corporate securities
0-6 months $ 124 $ ©04) $ 51.8 $ (2.0)
7-12 months 14.5 0.7)
Greater than 12 months
124 0.4) 66.3 2.7)
U.S. Government securities
0-6 months 94 0.4) 20.5 0.1)
7-12 months
Greater than 12 months
9.4 0.4) 20.5 (0.1)
Mortgage and asset-backed securities
0-6 months 5.7 (0.1) 39.6 0.4)
7-12 months
Greater than 12 months
5.7 (0.1) 39.6 0.4)
Total $ 275 % 0.9 $ 1264 $ (3.2)
.| ] ] ]

Premium Revenue Recognition

Premiums are received either upfront or in installments. Upfront premiums are earned in proportion to the expiration of the related risk.
Each installment premium is earned ratably over its installment period, generally one year or less. For the years ended December 31, 2003, 2002
and 2001, approximately 34.0%, 50.8% and 61.9%, respectively, of our gross written premiums were received upfront, and 66.0%, 49.2% and
38.1%, respectively, were received in installments. For the financial guaranty direct and financial guaranty reinsurance segments, earned
premiums related to upfront premiums are greater in the earlier periods of an upfront transaction when there is a higher amount of risk
outstanding. The premiums are allocated in accordance with the principal amortization schedule of the related bond issue and are earned ratably
over the amortization period. When an insured issue is retired early, is called by the issuer, or is in substance paid in advance through a
refunding accomplished by placing U.S. Government securities in escrow, the remaining unearned premium reserve is earned at that time.
Unearned premium reserve represents the portion of premiums written that is applicable to the unexpired amount at risk of insured bonds.

In our reinsurance businesses, we estimate the ultimate written and earned premiums to be received from a ceding company at the end of
each quarter and the end of each year because some of our ceding companies report premium data anywhere from 30 to 90 days after the end of
the relevant period. Written premiums reported in our statement of operations are based upon reports received by ceding companies
supplemented by our own estimates of premium for which ceding company reports have not yet been received. As of December 31, 2003, the
assumed premium estimate and related
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ceding commissions included in our combined financial statements are $31.7 million and $9.1 million, respectively. Key assumptions used to
arrive at management's best estimate of assumed premium are premium amounts reported historically and informal communications with ceding
companies. Differences between such estimates and actual amounts are recorded in the period in which the actual amounts are determined.
Historically, the differences have not been material. We do not record a provision for doubtful accounts related to our assumed premium
estimate. Historically there have not been any material issues related to the collectibility of assumed premium. For the years ended December 31,
2003, 2002, and 2001, we recorded a provision for doubtful accounts related to our premium receivable of $0 million, $0.3 million and

$0 million, respectively.

Deferred Acquisition Costs

Acquisition costs incurred that vary with and are directly related to the production of new business are deferred. These costs include direct
and indirect expenses such as ceding commissions, brokerage expenses and the cost of underwriting and marketing personnel. As of
December 31, 2003 and 2002, we had deferred acquisition costs of $178.7 million and $157.3 million, respectively. Ceding commissions paid to
primary insurers are the largest component of deferred acquisition costs, constituting 80.2% and 77.7% of total deferred acquisition costs as of
December 31, 2003 and 2002, respectively. Management uses its judgment in determining what types of costs should be deferred, as well as
what percentage of these costs should be deferred. We periodically conduct a study to determine which operating costs vary with, and are
directly related to, the acquisition of new business and qualify for deferral. Acquisition costs other than those associated with our credit
derivative products are deferred and amortized in relation to earned premiums. Ceding commissions received on premiums we cede to other
reinsurers reduce acquisition costs. Anticipated losses, LAE and the remaining costs of servicing the insured or reinsured business are
considered in determining the recoverability of acquisition costs. Acquisition costs associated with credit derivative products are expensed as
incurred.

Deferred Income Taxes

As of December 31, 2003 and 2002, we had a net deferred income tax liability of $55.6 million and $43.0 million, respectively. Certain of
our subsidiaries are subject to U.S. income tax. Deferred income tax assets and liabilities are established for the temporary differences between
the financial statement carrying amounts and tax bases of assets and liabilities using enacted rates in effect for the year in which the differences
are expected to reverse. Such temporary differences relate principally to deferred acquisition costs, reserve for losses and LAE, unearned
premium reserves, net operating loss carryforwards ("NOLs"), unrealized gains and losses on investments and derivative financial instruments
and statutory contingency reserves. A valuation allowance is recorded to reduce a deferred tax asset to the amount that is more likely than not to
be realized.

As of December 31, 2003, AGRO had a stand-alone NOL of $89.0 million, which is available to offset its future U.S. taxable income.
Substantially all of this NOL will be available until 2017, and the remainder will be available until 2023. AGRO's stand-alone NOL is not
permitted to offset income of any other members of AGRO's consolidated group due to certain tax regulations. Under applicable accounting
rules, we are required to establish a valuation allowance for NOLs that we believe are more likely than not to expire before utilized.
Management believes it is more likely than not that $20.0 million of AGRO's $89.0 million NOL will not be utilized before it expires and has
established a $7.0 million valuation allowance related to the NOL deferred tax asset. The valuation allowance is subject to considerable
judgment and will be adjusted to the extent actual taxable income differs from estimates of future taxable income that may be used to realize
NOLs.
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Combined Results of Operations

The following table presents summary combined statement of operations data for the years ended December 31, 2003, 2002 and 2001.

Year Ended December 31,

2003 2002 2001
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