
S&P's Joanne Rose On The Lessons Learned
About—And The Future Of—Structured
Finance
Executive Managing Director - Global Structured Finance Ratings:
Joanne Rose, New York (1) 212-438-6601; joanne_rose@standardandpoors.com

Media Contact:
Adam M Tempkin, New York (1) 212-438-7530; adam_tempkin@standardandpoors.com

(Editor's Note: On Nov. 1, 2007, Standard & Poor's Ratings Services' Executive
Managing Director Joanne Rose delivered the following comments during a
teleconference, which focused on our recent rating actions on U.S. RMBS, CDOs,
SIVs, and ABCP and included an economic update and our outlook on the impact
of these rating actions on financial institutions.)

NEW YORK (Standard & Poor's) Nov. 1, 2007--The recent difficulties in the U.S.
subprime residential mortgage-backed securities (RMBS) market have been an
opportunity for all of us connected to the global structured finance market to
take stock and reflect on where we want to be going forward. My own opinion is
that this is truly a unique time in the development of the market and provides
many opportunities for learning and growing. Historical approaches are being
critically reexamined and new approaches and relationships are being built. It
is up to all market participants to determine what is important and speak up
to create better understanding and transparency in the structured finance
market.

Our reputation and our track record are at the core of our business, and
when the markets speak, we listen and learn. We have spent a great deal of
time over the past few months reflecting on what has happened, and is still
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happening. For me, there are three broad themes.
First, what can we do differently in the future? Self-reflection is the

key. It is now clear that some of the assumptions we made with respect to
rating U.S. RMBS backed by subprime mortgages were insufficient to stand up to
what actually happened. In addition, some have questioned whether our detailed
analytical processes led us to wait too long to react to data that suggested a
deviation from the expected trends. So we are focusing on getting in place the
data, analytics, and processes to enhance our ability to anticipate future
trends and process information even more quickly.

For example, we have increased the stressed assumptions we use for both
new ratings and surveillance of existing ratings; we have just issued new
guidelines addressing minimum overcollateralization and overcollateralization
floors; we are increasing our scrutiny of originators and underwriting
standards; we recently acquired a company called IMAKE to give us access to
state-of-the-art modeling and analytical tools; and we just issued a Request
For Comment to collect more loan-level data. And this is where market
participants can help. Not surprisingly, issuers are sometimes reluctant to
give us access to all of their data, and, more importantly, they are reluctant
to make all of that data available to the public for use in comparisons and
trending. If market participants believe these things are important, they need
to speak out and take action to make them a reality.

Second, we need to make sure we are clear about what a rating is and
isn't and where we stand on many of the issues recently raised about rating
agencies. To this end, I refer you to the testimony of Standard & Poor's
Executive Vice President of Credit Market Services Vickie Tillman before the
U.S. Senate Committee on Banking, Housing, and Urban Affairs, that is posted
on our special subprime/mortgage section of our Web site,
www.standardandpoors.com. But rest assured, we know we need to do a better job
communicating. We will also continue to pay attention to our policies on
conflict of interest and independence, and we have recently hired an
independent compliance officer to oversee our activities and adherence to
policy.

Last, and most importantly, confidence in our opinions is critical to the
market. There are many different opinions on credit available in the markets:
that's what every credit analyst at every investor, financial advisor,
financial institution, fund, and so forth, gets paid for. What we provide to
the markets is a mutually agreeable convergence point. Individual investors
and issuers may not completely agree with our opinions, but they agree that
these opinions are a good place to start the discussion. When the credibility
of the ratings is in doubt, the market has no central starting point, value
comes into question, and trading stops. Thus, we recognize that we need to
focus on the transparency of what we do and continually enhance our process.
And it's important to remember that the "issuer pays" business model does not
compromise our analytic judgments. We do say no to issuers regularly.

Standard & Poor's, a division of The McGraw-Hill Companies (NYSE:MHP), is
the world's foremost provider of financial market intelligence, including
independent credit ratings, indices, risk evaluation, investment research, and
data. With approximately 8,500 employees, including wholly owned affiliates,
located in 21 countries, Standard & Poor's is an essential part of the world's
financial infrastructure and has played a leading role for more than 140 years
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in providing investors with the independent benchmarks they need to feel more
confident about their investment and financial decisions. For more
information, visit www.standardandpoors.com.
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