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R&I Commences Reassessment of Mortgage Collateral for JHF Bonds 
 

As regards the mortgage collateral for all of the Secured Pass-through Bonds issued by the 
Government Housing Loan Corporation (GHLC) and the Japan Housing Finance Agency (JHF) 
(collectively referred to as "JHF MBS"), Rating and Investment Information, Inc. (R&I) assesses 
that credit enhancement against defaults has been established at a level that satisfies the 
requirements under the stress scenario R&I sets for a AAA level ("resilience stress scenario"). 

The four-month overdue performance of the mortgage collateral underlying relatively recently 
issued Bonds has been considerably worse than the level assumed under R&I's standard scenario. 
R&I will therefore commence the reassessment of credit enhancement of such mortgage collateral 
based on the resilience stress scenario. 
 
(1) Reassessment of mortgage collateral 

The scope of the mortgage collateral reassessment is the Bonds that have been monitored for 
four-month overdue payments over more than one year (those for which about one year and four 
months have passed since the issuance) and also have shown significant deviations from R&I's 
standard scenario. 

As the period from the issuance to the present is short relative to the term until maturity, the 
reassessment is expected to partially reflect four-month overdue performance, among others. 
Therefore, the extent of possible declines in credit enhancement levels as a result of the 
reassessment based on the resilience stress scenario will likely be only about one to three notches 
from the current AAA level. 
 
(2) Impact on ratings for JHF MBS 

Given that sufficient overcollateralization has been set for JHF MBS and that the Corporate 
Rehabilitation Law, which would greatly limit JHF's ability to dispose of assets, does not apply to 
JHF, R&I believes that the rating for JHF MBS could be higher than the Issuer Rating for JHF. 

Unless there are changes in the Issuer Rating for JHF (AAA as of April 28, 2010), the 
reassessment of the mortgage collateral credit enhancement will not result in changes in the 
ratings for JHF MBS. 

In other words, even if a mortgage collateral assessment is lowered, the rating for JHF MBS 
will not fall below the Issuer Rating for JHF. 

Nevertheless, a lower mortgage collateral assessment will reduce the degree of notching up 
(notches above the Issuer Rating). Specifically, R&I believes that under the resilience stress 
scenario for the credit enhancement of a AAA level, a mortgage collateral assessment could be 
higher than the Issuer Rating by three notches and for a AA to A level, by two notches. 
 
* The Bonds subject to the aforementioned reassessment are listed below. For these bonds, the 

above-mentioned monitoring period has passed. 
* R&I plans to announce the results of the first reassessment around late May. 
* R&I will reassess other Bonds when their monitoring period has passed. 
 
[Bonds subject to reassessment of mortgage collateral credit enhancement] 
Japan Housing Finance Agency Secured Pass-through Bonds No.17 
Japan Housing Finance Agency Secured Pass-through Bonds No.18 
Japan Housing Finance Agency Secured Pass-through Bonds No.19 
 
 
 


