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Overview

- The JHF series 204 fixed-rate residential mortgage-secured pass-through notes are a
securitization that JHF issued. A pool of residential mortgage loans ultimately backs the notes.

- We are assigning our 'AAA (sf)' rating to the notes, based on our view of the transaction's legal
structure, credit support, and pool characteristics, among other factors.

- Because of the structural features of this transaction, the rating on the notes depends to an
extent on JHF's credit quality.

TOKYO (S&P Global Ratings) April 25, 2024--S&P Global Ratings today said it has assigned its 'AAA
(sf)' rating to Japan Housing Finance Agency's (JHF) ¥73.6 billion series 204 fixed-rate residential
mortgage-secured pass-through notes.

The JHF series 204 notes are a securitization that JHF issued. A pool of residential mortgage loans
that JHF purchased from private-sector financial institutions ultimately backs the notes. We base
our rating on the notes on our view of the transaction's legal structure, credit support, and pool
characteristics, among other factors.

Our rating reflects our opinion on the likelihood of the timely payment of interest, or interest
distribution in the case of beneficiary certificates, allowing for a three-month grace period, and
the ultimate repayment of principal by the transaction's legal final maturity date.

Our rating reflects the following:

- We assume a foreclosure frequency for the loan receivables in the notes' underlying asset pool
of about 35.1% under a stress level commensurate with our 'AAA' rating and about 3.9% under
a stress level commensurate with our 'B' rating. These rates, which reflect our view of the credit
quality of the underlying assets, are prior to adjustments we apply to account for the
transaction's convertible pro rata pay structure.

- We also assume a loss severity rate of about 43% for defaulted receivables under our 'AAA'
stress scenario.

- We conducted a cash flow analysis based on the foreclosure frequency and loss severity rate
assumptions. As a result, under the stress level commensurate with our 'AAA' rating, we
concluded that interest payments and principal repayments on the notes and beneficiary
certificates (subsequent to an event triggering issuance of beneficiary certificates) would be
made as scheduled (allowing for a three-month grace period with respect to payment of
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interest, or interest distribution in the case of the beneficiary certificates).

- Prior to a beneficiary certificate trigger event and if receivables in the collateral pool default or
are delinquent for four months, JHF will eliminate these receivables from the collateral pool
and amortize the notes by the amount of these receivables to maintain the initial level of
overcollateralization in the trust. After a beneficiary certificate trigger event, the
overcollateralization will mitigate the credit risk of the transaction's underlying mortgage loans
and interest rate risk (interest on the mortgage loans less the sum of interest payments on the
beneficiary certificates and transaction costs).

- In our view, the transaction has limited exposure to setoff risk. This is because when JHF
purchases loans from private-sector financial institutions, the agency secures the obligors'
consent to the transfer of the loans and the obligors relinquish their rights to use any claims,
including their right to offset their mortgage debt against the financial institutions.

- After considering the structural features of this transaction--including the transfer of
collections from the collateral receivables, the level of liquidity protection, and the lack of a
credit enhancement floor--we believe the rating on the notes depends to an extent on JHF's
credit quality.
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- Global Structured Finance Scenario And Sensitivity Analysis 2016: The Effects Of The Top Five
Macroeconomic Factors, Dec. 16, 2016

Rating Assigned

Japan Housing Finance Agency -- ¥73.6 billion JHF series 204 fixed-rate
residential mortgage-secured pass-through notes dueMay 2059

- ¥73.6 billion; 1.21% fixed-rate coupon; 22.4% overcollateralization: AAA (sf)

The transaction closed on April 25, 2024. We define the overcollateralization ratio as:
1-(A+B)/(C-D-E); A: the rated obligations and equally ranked obligations; B: prior obligations to the
rated obligations; C: underlying assets (including cash); D: liquidity reserves; E: obligations, except
for senior, mezzanine, or subordinate obligations (seller's interest, etc.). The ratio in this report
represents the transaction structure's minimummaintenance ratio for the overcollateralization of
pro rata pay.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the
right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.spglobal.com/ratings (free of charge), and
www.ratingsdirect.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.spglobal.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of
fact. S&P's opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format.
The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when
making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained
information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information
it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes,
S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out
of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Copyright © 2024 Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may
be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-
party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness
or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from
the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH
ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses
caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.
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