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Ambac Financial Group, Inc.

Trial Date Set for July 2020 in Ambac’s Largest Representation and
Warranty Case Against Countrywide

WHATYOU SHOULD KNOW: During a status conference related to Ambac Financial
Group’s largest representation and warranty case against Countrywide/Bank of
America (BAC, Not Rated), the judge overseeing the case, New York Supreme Court
Justice O. Peter Sherwood agreed to schedule a trial datefor July 13,2020. As we
have previouslynoted, R&W settlements tend to occur between the final resolution
of summary judgements and trial —with a trial date set, we believe the odds of a
settlement between Ambac and Countrywide/Bank of America will continue to
increase. Theonly outstandingitemisthe First Department’s ruling related to
Countrywide/Bank of America’s request forleave to appeal the courts previous
decision —we expect to hear an answerin the comingweeks whichwould remove
the only remaining obstacle, inour view.

= Trial Schedule —Justice O. Peter Sherwood schedule jury selectionfor July 9,
2020, andfour weeks of trial beginningon July 13, 2020. The four-week
timeframeimplies the trial will conclude sometime around August 7, 2020.

= Ambacreceived a favorablerulinginthe First Department’s decisionrelated to
an appeal from Countrywide/Bank of America on September 17. Theruling
denied Countrywide’s request to strike AAC’s jury demand on the company’s
fraudulentinducement claim. On October 17, Countrywide/Bank of America
filed a motion before the First Department forleave to appeal the court’s
decision. Unless Countrywide/Bank of America are granted leave to appeal and
successfully appeal, attrial, a jurywill rule on AMBC’s fraudulentinducement
claims against Countrywide. We believe thisis a source of leveragein
negotiating a potential settlement.

= Asoftoday, theFirst Department has notreleasedan opinionrelated to
Countrywide/Bank of America’s request forleave to appeal the courts prior
decision. If therequest for leaveis denied, there shouldn’t be any additional
obstacles standing inthe way of the scheduled trial. Alternatively, ifthe First
Departmentgrantsleave, Justice O. Peter Sherwood may decide to postpone the
trialuntil theappealisheardand ruledon.

= Weexpectthe First Departmentto come backwith a decisionover the next few
weeks. Oncethatdecision is made, we will have substantially more visibility.
Assuming Countrywide/Bank of America are denied leave, allpartieshavean
incentiveto try to settlethecasebeforeitgoes to trialin July,inour view.

= Theresolutionof this caseisthesinglelargest potential catalyst for AMBC
shares, inour view. Based on commentarymade by AMBC’s attorney’s during a
prior hearing, AMBC has paid~$2Binclaims related to theinsured transactions
atissueinthecasethatwasoriginallyfiled on September 28, 2010.
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AMBC $20.28
12 month target $26.00

Buy

52 week range $14.54-520.75
Market Cap (M) $929

Price Performance

25.97
— AMBC

SPX 23.39

20.81
18.24
15.66

13.08

(s)

N-18
D-18
J-19
F-19
M-19
A-19
M-19
J-19
J-19
A-19
S-19
0-19
MN-19

Source: IDC, BTIG Estimates and Company Documents
($ in millions, except per share amount)

PLEASE READ: IMPORTANT DISCLOSURES AND ANALYST’S CERTIFICATION APPEAR IN APPENDIX WWW.BTIG.COM


http://www.btig.com/
http://www.btig.com/

-J

AMBAC FINANCIALGROUP, INC. (AMBC, Buy, $26.00PT; Current Price: $20.28; Analyst: Giuliano.Bologna)

AL
2
>
2
@
>
-
(%)
m
jo)
=
—
<
X
m
%)
m
>
X
0
u

BTIG, LLC Giuliano Bologna (212) 588-6583 www. btig.com
2



http://www.btig.com/
http://www.btig.com/

BB 11G

Appendix: Analyst Certification and Other Important Disclosures
Analyst Certification

I, Giuliano Bologna, hereby certify that the views about the companies andsecurities discussed in this reportare accurately
expressedand that | have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views inthisreport.

Regulatory Disclosures

Ratings Definitions

BTIG LLC’s (“BTIG”) ratings, effective June 12,2017, are defined as follows:

BUY — A security whichis expected to produce a positive total return of 15% or greater over the 12 months following the
recommendation. The BUY ratingmay be maintained as long asitis deemed appropriate, notwithstanding price fluctuations
thatwould causethetargetto fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months following
the recommendation. The SELL rating may be maintained as long as it is deemed appropriate, notwithstanding price
fluctuations that would cause the targetto fall outside of the 15% return.

NEUTRAL —A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.
NOTRATED - A securitywhichis not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price targets,
disclosures, and estimates for the companies listed below are suspended andshould no longerberelied upon.
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Distribution of Ratings and Investment Banking Clients
BTIG mustdisclosein each researchreportthe percentage of all securities rated by the member to whichthe member

would assigna “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG must alsodisclose
the percentage of subject companies within each of these three categories for whom the member has providedinvestment
banking services withinthe previous twelve months. Stocks under coverage as of the end of the most recent calendar

quarter (September30,2019):299

Distribution of BTIG’s Research Recommendations (as of September 30,2019):
BUY: 65.6%; NEUTRAL: 33.1%; SELL:1.3%

Distribution of BTIG’s Investment Banking Services (as of September 30,2019):
BUY: 28.6%; NEUTRAL: 12.1%;SELL:0.0%

For purposes of FINRA ratings distribution rules, BTIG's stock ratings of Buy, Neutral and Sell fallinto Buy, Holdand Sell
categories, respectively.

Company Valuation and Risk Disclosures
Ambac Financial Group, Inc. (AMBC, Buy, $26.00 PT)

Valuation: Our $26 price targetfor AMBC is based on a sum-of-the-parts analysis in which we assessed the value of AMBC’s
operating company, its holding company, and its adjusted operatingearnings through FY20E.

Risks: The primary risks to achieving our recommendationand price targetinclude the possibilitythat reserves against losses
associated with RMBSandother insured instruments may proveinadequate, thatfiscal stress of state and local governments
could translate into increased losses, declines in value of investment portfolio couldimpede Ambac's ability to payits liabilities
and Ambac Assurance Corp. maybe unable to exit rehabilitation.
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Note: Closing Price and Target Frice have been adiusied for corporate actions.

Target Price (5)

Closing Price (%)

1&-May-13 2367 31 Mark Falmer Buy
J4-har-14 34.45 [ A Mark Palmer Meutral
01-Mar-17 2150 28 Mark Palmer Buy
11-May-17 17.34 26 Mark Palmer Buy
O2-Aug-1% 18.36& 26 Giulianc Bologna Buy

Company-Specific Regulatory Disclosures

BTIG LLC expects to receive or intends to seek compensation forinvestment banking services in the next 3 months from:
Ambac Financial Group, Inc. (AMBC)

BTIG LLC has received compensation forinvestment banking services in the past 12 months from:

Ambac Financial Group, Inc. (AMBC)

BTIG LLC had aninvestment banking services client relationship duringthe past 12 months with:

Ambac Financial Group, Inc. (AMBC)

Other Disclosures
Additional Information Available UponRequest

General Disclosures

Researchreports produced by BTIG LLC (“BTIG”) are publishedfor and intendedto be distributed solelyto BTIG institutional
and corporate clients. Recipients of BTIG reports will not be consideredclients of BTIG solely because they may have
received such BTIG report.

To the extent recipientaccesses BTIG research, whether on a BTIG research website or through a third-party platform, BTIG
is ableto search, filter, download and review information on the readership of BTIG’s research, including the s pecific
research consumedandthe name, companyname, email address and, incertain circumstances, the location of the
individualwho accessedtheresearch (the “Readership Information”). Recipient consents to BTIG’s receipt of the Readership
Information, including receipt of thatinformationfroma third party.
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The research analyst(s) responsible for the preparation of this report receives compensationbased upona variety of factors,
including the qualityandaccuracy of research, internal/client feedback, and overall Firm revenues.

BTIG reports are basedon publicinformationand BTIG considers the sameto be reliable, comprehensive information, but
makes no representationor warranty thatthe reports are accurate or complete. BTIG opinions andinformation provided in
this reportareas of the date of thereportand may change without notice. An issuer may be classified as “Under Review” or
“Research Restricted”. In these cases, investors should consider any previous investment recommendation and/or rating to
a subject company/issuer to no longer be currentandshould not be relied uponnorconsidereda solicitation.

This researchreportis notanoffer to buy or sell orsolicitation of an offerto buy or sell any security inany jurisdiction
wheresuch an offer or solicitation wouldbeillegal. This researchreport was not drafted specifically foranyparticular
individualor entity and is nota personal recommendation to participatein any particular trading strategy or transaction.
Any recipient of this research report should obtainindependent advice specific to their personal circumstances before
undertakinganyinvestment activity and must make their own independent evaluation of any securities or financial
instruments.

Facts, views oropinions presented in this report have not been reviewed by, and maynotreflectinformationknown to,
employees or other professionalsin the “BTIG Group” (BTIG Groupincludes, butis not limited to, BTIG and its parents,
subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may provide oralor
written commentary or advice that maybeinconsistent with the opinions and/or views expressedin this research report.
BTIG Group employees and/orits affiliates notinvolved in the preparation of this research report may have investmentsin
securities or derivatives of securities of companies mentionedin this report thatareinconsistent with the views discussed in
this report.

Investorsin securities products bear certain risks in conjunction with those investments. The value of, and income from, any
investments may vary because of changesininterestrates or foreign exchange rates, securities prices or market indexes,
operational or financial conditions of companies or other factors withinor beyondthe companies’ control. Recipient of the
research reports should be aware thatinvestments in securities may pose significant risks due to theinherent uncertainty
associated with relying on forecasts of various factors that canaffect the earnings, cash flow andoverall valuation of a
company. Any investmentin securities should be undertaken only upon consideration of issues relating to the recipient’s
overallinvestment portfolio and objectives (such as diversification by asset class, industry or company) as well as time
horizonandliquidity needs. Further, past performance should not be taken as anindication or guarantee of future
performance, and no representation or warranty, express or implied, is made regarding future performance. There may be
timelimitations on the exercise of options or other rights in any securities transactions.

Investinginforeign markets andsecurities, including ADRs, is subject to additional risks suchas currency fluctuation, limited
information, politicalinstability, economicrisk, and the potentialfor illiquid markets. Investing inemerging markets may
accentuatetheserisks. Non-U.S. reportingissuers of foreignsecurities, however, may not make regular or complete public
disclosurerelating to their financial condition or the securities that they issue.

The trademarks and service marks contained hereinarethe property of their respective owners. Third-party data providers
make no warranties or representations of any kindrelating to the accuracy, completeness, or timeliness of the data they
provideand shall not have liability of any damages of any kind relating to such data. Thereport or any portion hereof may
not be reprinted, sold orredistributed without the written consent of BTIG. This reportisintended only for use by the
recipient. Therecipientacknowledges thatall research andanalysisinthisreportarethe property of BTIGandagrees to
limitthe use of all publications received from BTIG within his, or her or its, own company or organization. No rights are
given for passing on, transmitting, re transmitting or reselling the information provided.

Jurisdiction and Dissemination
BTIGis a U.S. broker-dealer and member of FINRAand SIPC.
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BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange Participant of
SEHK and licensedandregulated by the SFC; BTIG Ltd, member of the LSE, authorized and regulated by the FSA; and BTIG
Singapore Pte Ltd, registered and licensed with MAS; are allseparate but affiliated entities of BTIG. Unless governing law
permits otherwise, youmustcontacta BTIGentity inyourhome jurisdiction for furtherinformation, orif you wantto use
our servicesin effecting atransaction.

Issued andapproved fordistribution inthe UK and EEA by BTIG Ltd. to eligible counterparties and professional clients only.
Issued anddistributed in Australia to “wholesale clients” only by BTIG Australia Limited. I nSingapore and HongKong,
further informationmay be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited, respectively.
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