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JHF (Japan Housing Finance Agency)

® Date of Aprill, 2007
Establishment Replaced GHLC established in 1950
¢ GHLC: Government Housing Loan Corporation

® Total asset 26,045 billion JPY as of end of FY2018
(app. 243 billion USD) *

= Capital 701 billion JPY as of end of FY2018
(app. 6.6billion USD) *
100% Owned by the Government of Japan

® Net Income 204 billion JPY for FY2018
(app. 1.90 billion USD) *

® Supervising Ministry of Land, Infrastructure, Transport and
Authorities Tourism (MLIT), and
Ministry of Finance (MOF)

® Number of 871 as of April 1, 2019,
1 USD=107JPY
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GHLC and JHF: Business Model

Originate Fixed

Rate Mortgage Loans FILp
20th Fiscal Investment and Loan P
Borrowers o ISCal Investment ana Loan Frogram
Century Subsidies
GOJ
Apply inspection 1 . o : Government of Japan
of construction ! Issue certificate after on-site inspection
Local Govt.
Units (Note) Inspection business was opened to private inspection institutions in 1999.
Issue MBS = I
21st Origin ate Fixed Mortgage Backed Securities nvestors
Century Borrowers Rate Mortgage Transfer “Flat 35”
“Flat 35”
« Banks and Mortgage Banks
Apply inspection T - . :
of construction Issue certificate after on-site inspection
Inspection
In—StItutIOI’lS (Note) JHF originates loans in the primary market in exceptional case.
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Comparison of GHLC and JHF

Established 1950 2007
Ownership 100% Owned by the Government of Japan
Mission *Provide liquidity to mortgage markets to low and medium income household

-Enhance quality of housing

Main Products Fixed Rate Mortgages

'Origination In primary mortgage market Secondary market operation

Main Business (Compete with private sector) (Support private sector)

Mortgage Backed Securities

(MOF FILP) (MBS)

: :
! :
i Borrowing from the Government :
Main Funding Source ] 9 :
1 1
| |
1 1

Subsidy No (in principle)

(Note) JHF still originates mortgages for such exceptional cases as disaster mitigations, among others. In such
cases, JHF still has access to funding from the MOF FILP and subsidies from General Appropriations.
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Cooperative house: project stage and funding

» JHF provides construction loan with short maturity to construction association which is
comprised of members who are interested in the project to construct a cooperative house.

> After completion of the construction, lenders may extend permanent loans (Flat 35) to
individual owners, and they may use the proceed to pay off the short term construction

loan, which have to be paid within 2 years of the completion (they may opt to pay in cash).

Japan Housing Finance Agency (JHF)

A
Construction Proceeds [ Sell Loan
. . Repay
Formation of Construction Loan
Association 0.59% as of Lenders
o _ Sep 2019
Coordination of the details Permanent Loan
of the project J Proceeds (Flat 35)
Land acquisition/ Construction Association <«——— Individual Owners

Design drawing/
Order construction etc.

Preparation > Construction > After Completion >
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Average price of existing house sold in Tokyo Region

> In the past, single detached house was regarded as the final stage of “housing ladder”.

» However, condominium is getting more popular in these days in the aging society.
(Million Yen) 40
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_ —~Condominium unit - Single Detached house
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Hierarchy of technical standards for houses

Energy Efficiency

Earthquake Resilience

Technical Elderly Accessibility

standard
level

Durability and Flexibility
Technical standards for

Flat 35

The Building Standards Act
applicable to all houses
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Flat35

Flat 35S is a system in which reduced interest rates There are two interest-rate reduction
are applied for a certain period for customers applying plans for Flat 35S; Flat 35S
for Flat 35 to acquire high-quality housing in terms of (Interest rate plan A) and
energy efficiency, earthquake-resistance and others. Flat 355 (Interest rate plan B).

Eligible for application from April 1, 2019 to March 31, 2020

Interest-rate reduction plan Duration of interest-rate reduction| Range of interest-rate reduction

Flat 355

(Interest rate plan A)

First 10 years

Reduction of 0.25%/year from Flat 35
Flat 355

(Interest rate plan B) First 5 years

*1 There is a budgetary ceiling for Flat 355. Applications will be accepted until the total amount reaches the ceiling. The end date will be notified on the
Flat 35 website (www.flat35.com) by three weeks prior to ending.
"2 Flat 355 is available when constructing and purchasing new housings as well as purchasing existing housings (except “Flat 35" refinancing).

Interest rate (as of September 2019)

Flat35
1.11% j E
0.25%

Flat35

0.86% 10 years (plan A) 35 years
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Three pillars to ensure quality of houses under Flat 35

/l Related to the country’s housing policies N
1. Technical > 200~ 3e
Standards _ 8
Promoting | i
Energy efficient Earthquake Barrier-free Durable and
K housing resilient housing housing flexible housing /

B Inspection system which can work throughout the country

2. Inspection
of

Nationwide inspection system
-JHF provides inspection

Inspection

Agreement institutions

Construction manuals
< > Inspection *JHF monitors Inspection
JHF Institutions institution work
B Contributing to construction quality [As a manual]
3. Housing
Construction B Prevent disputes between construction company and client [As a contract]

Specification
B Minimize time and cost in the preparation of design  [As a documents of inspection]
documents, etc.
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Outline of the 1st JHF Green Bond and 2" and 3

= |ssued JHF Green Bond (Straight Bond with 20 years maturity) in January 2019

= The first Green Bond issuance in Japan to finance residential mortgages

= |ssued under the Green Bond Issuance Promotion Platform provided by Ministry of the Environment, GoJ

In March 2019, JHF was awarded the Japan Green Bond Award under the
Japan Green Innovation Category from Ministry of the Environment.

Bond Series Maturity Amount Issued Nominal Coupon [ssuance Date uzzzajir?; Fr):::tzzi;egs
No. 255 20 year 10 billion JPY 0.548% 21-Jan—19 Sep 2018~Nov 2018
No. 269 20 year 10 billion JPY 0.273% 17-Jul-19 Dec 2018 ~May 2019
No. 271 10 year 20 billion JPY 0.055% 18-Sep-19 Dec 2018~May 2019
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Outstanding balance of the bond and underlying mortgages

(200 million yen)

1,400
B JHF Green Bond #271
I JHF Green Bond #269
1,200
~ — Mortgages with 10% PSJ
“"--._ -=-=Mortgages w/o Prepayment
1,000 Seao
-.\\ PSJ : Prepayment Standard Japan
800
600
400
200
0

80 100 120 140 160 180 200 220 240 260 280 300 320 340 360 380 400 420 (month)
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Enhancement of Affordability

» Although the price of houses are rising in these couple of years, houses remain
affordable thanks to the decline of interest rate.
—per square meter price of condominum in Tokyo Region

(1985=100) -==Affordability index

— Affordability index if the interest rate remained the same as year 1985
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DTI30% equivalents of home price to income ratio by interest rate

Price to Income Ratio Maturity : 35 years
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9% 10%  (Interest rate)
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Mortgage Note Rates

3.5%

e=Flat 35

3.0% —10 year Hybrid ARM
---ARM
2.5% - {
/o
2.0%

l‘ ______ .‘,.I
1.5%
1.0%
0.5%
0.0%

\
\ 1.110%

ittt \ 0.698%

‘--"‘--\.--
~\0.538%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
X The lowest interest rates for Flat 35 of repayment term 21~ 35 years and maximum LTV 90%

(FEZRISZIEFS

Japan Housing Finance Agency

 AllRights Reserved. 17

(Source) JHF



Financial Market Conditions
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"Quantitative and
Qualitative Monetary
Easing" (QQE)

QQE with a
Negative Interest

N

Rate

QQE with Yield —40 year JGB
— Curve Control 30 year JGB
=20 year JGB
=10 year JGB
® JHF MBS

Enhancement of
Monetary Easing

2015 2016

2019

2017 2018

(Source) Ministry of Finance, Bank of Japan, JHF

18



‘“Diamond Fuji”
Photo by Masahiro Kobayashi

These materials have been prepared for the sole purpose for the presentation by JHF on the date specified on the cover page of this material for EFBS.

The use of these materials must be limited to the above said purposes.

These materials have been prepared for the sole purpose of providing information not as an offer, sale or inducement to buy or sell bonds. We urge investors when they are making
investment decisions regarding bonds to carefully confirm details of the conditions, content, and structure of the final products in the latest product prospectus prepared for the
issuance of the relevant bonds as well as any other most recent available information and accordingly assume personal responsibility for their decisions.




