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Japanese population
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Population pyramid in Japan
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Vacancy rate and population in Japan by region

Vacancy rate is higher in regions with declining population.
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Vacant houses per total housing stock in 2013

There are 8.20 million vacant houses, 13.5% of total housing stock of 60.63 million units in Japan.

16%

14%

12%

10%

8%

6%

4%

2%

12.8%

13.5%

3.0%

1.7%

7.3%

@ Lt
Japan Housing Finance Agency

5.3%

Japan

HEERT SR

i~ | 12.8%

Others
For sale only

M For rent

B Second houses

include "Seasonal”,
"Occasional use "
and "URE"

(Source) US Department of Commerce, MIAC



Duration of Vacancy

More than half of the vacant units are vacant for more than 5 years.
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Size of households
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Average size of houses in Japan
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Home ownership rate in Japan and the US

Home ownership rate in Japan is lower than the US, but remained stable.
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Homeownership rate by age cohort in Japan

Homeownership rate of the same age cohort is slightly declining over years.
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Homeownership rate by age group in Japan

Homeownership rate has declined among many age group, especially among those in 40’s.
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Housing starts and estimate by model based on demography in Japan

Housing starts in Japan has strong correlation with core working age populations.
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Real land price and inverse dependency ratio

Not only housing starts, but property price also had strong correlation with demographics in Japan.
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(Note) Real land price is national average of residential land discounted by CPI (All items, less imputed rent).
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Strong headwind?

Will demographic trend negatively affect housing markets in the US (and China) as well?
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Housing bubble in the US and Japan

After the collapse of housing bubble, Japan faced persistent decline while US averted it.
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Number of employees in construction industry

Number of employees in construction industry has been declining, and insufficient construction
workers can be a constraint to the industry for some time.
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Unit price of existing and new condominiums in Tokyo Met. Area

(million yen) 12 month moving average (million yen)
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Change of balance of assets held by household in Japan from 1994 to 2015

During the asset disinflation period, household sector hoarded equivalent or more amount of
financial assets (mainly in the form of bank deposits) and restrained personal consumption.
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Gross household assets per capita
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Net financial assets per household by age group in Japan
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Long term interest rate and potential growth rate in Japan
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Annualized growth rate from 1995 to 2015:
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Nominal GDP in Japan stagnated due to deflation and demographics
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Reverse mortgage products sponsored by JHF
(1) Direct origination of loans with “exceptional repayment schedule for the elderly”

“Exceptional repayment schedule for the elderly” was introduced in FY2001 by JHF.

Outline

item Contents

Age 60 years of age or older

- To renovate the housing unit in term of accessibility
Purpose - To renovate the housing unit in term of earthquake resilience
- To purchase the rebuilt condominiums

Payment Plan A single lump sum disbursement at mortgage closing

Insurance Insured by Foundation for Senior Citizens' Housing

- Own the property outright

- Occupy the property as your principal residence

- Participate in a counseling session given by a counselor of Foundation for
Senior Citizens' Housing or JHF etc.

Requirements

- Only the interest is repaid for the monthly repayment.

Repayment - The entire principal is repaid in lump sum in the event of the borrower's
death. (recourse)

Max Loan Amount |10 Million Yen

Cumulative disbursed
loan number

@ cEsEERE R -
Japan ousing Finance Agency (Source) JHF

629 (As of the end of FY 2015)




Exceptional repayment schedule for the elderly (Reverse Mortgage)

Forward Mortgage Reverse Mortgage
_(Monthly principal and ~ (Monthly interest only repayment)
interest equal repayment)

A E A
E Interest g Principal
Z 8
a By . . ]
[ Principal = Interest
> >
Repayment Term Repayment Term Borrower’s
Death
- Monthly repayment amount (Principal
+ Interest) is fixed L . . .
% Monthly repayment amount for principal equal Only the interest is repaid for the monthly
repayment differs from the figure indicated above. repayment
- Repayment is continued until the principal | - The entire principal is repaid in the event
outstanding balance is finished to repay of the borrower’s death
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Reverse mortgage products sponsored by JHF
(2) Insurance program

JHF provides mortgage insurance to private financial institutions as FHA does in the US.

Outline

item Contents

Age 60 years of age or older

- To construct or purchase or renovate the owner occupied residential house
- For the lump-sum payment to live in the rental house with nursing services
for the elderly

- To refinance the existing loan

Purpose

Payment Plan A single lump sum disbursement at mortgage closing

- Participate in a counseling session given by a counselor of Financial

Requirements I
Institutions etc.

- Only the interest is repaid for the monthly repayment.

The entire principal is repaid in lump sum in the event of the borrower's
death.
- Both the interest and principal are repaid in one payment in the event of the
borrower's death.

(recourse)

Repayment

Approved Lender
Number

@ EESMZERE SR -

(Source) JHF

19 Lenders (More than 2/3 of them joined after April 2015) 3xAs of October 1, 2016




Scheme of Reverse Mortgage (with Mortgage Insurance)

,” [Purpose of the A
| mortgage]

Il To construct or purchase

I or renovate the owner

I occupied residential house
'mTo purchase the house for
the household of the
borrower’s child and so forth

JHF supports financial
institutions to promote reverse
mortgages by providing
Mortgage Insurance (Specific [Financial Institution]
Individual insurance (Lump-
sum repayment type))

[Borrower whose age is
60 years old or older]

@ Mortgage

@ Collateral of
the house(:%)
@ Notice of
disbursement,
Payment of
the premium

B For the lump-sum
payment to live in the rental
house with nursing
services for the elderly

@ After the borrower’s death,
the heir repays all of the Mortgage Insurance

A |

@ ( a T

P R P outstanding balance of the
: :: = :'. - mortgage by selling the contract
K :, - :.: Yy collateral property (3¢) .
or the other method. © When there is no
OR repayment will of @,
B To refinance the existing : the claim is paid.
loan (heir] (Subrogation)
12000 - ‘ o Japan Housing
ﬂ:‘ﬂi‘?‘l :;_‘ ‘ #% The collateral property would be the house and land in wh|chlthe .
2 = borrower used to live before the relocation when the mortgage is for the Finance Agency
<+ 7 lump-sum payment to live in the serviced rental house for the elderly.
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Challenges to handle reverse mortgage in Japan

Explanation to borrowers

and their heirs 78.6%

Decline of property value 64.3%

Mark to market valuation
38.1%
of the collateral

Customization of the product
to meet the demand of the borrower
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10 year JGB yields
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Change of daily average of 10 year JGB yields curve
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Long term JGB and JHF MBS vyields
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Difference of life expectancy between Japan and US at selected age as of 2014
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Average life expectancy in Japan
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Price ratio of existing houses to new houses
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Elderly population has less mobility

Annualized ratio of share

within the past 5 years

of households that changed residence
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Assets and income by the age group of household head in Japan

Net Worth (million JPY)
60 -

50 - 70's and older 60's

Assets rich, cash poor

Annual Income (million JPY)
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(Source) MIAC [2014]



Amount of real estate and net financial assets held by each age group (as of 2014)

(million JPY)
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Composition of age of heirs based on inheritance tax record
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Purpose of savings by the elderly in Japan

Main purpose of savings by the elderly in Japan is preparation for disease or care.
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(Source) Cabinet Office, "Survey regarding the awareness of economic life by the elderly”,2006,2011
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Average income and assets by owner and renters

Owners are better off than renters.

(million JPY)
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Interest rates on various financial products in Japan (as of June 2016)
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Number of financial institutions which are positive to reverse mortgage
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Non-Recourse vs Recourse

In Japan, Recourse is more popular.

Country Sector Institution Non-Recourse Recourse
UsS Public Sector FHA O
A financial institution O
Private Sector B financial institution O
Japan C financial institution O
D O
Public Sector
JHF @)
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(Source) JHF



Additional loan amount for elderly under GHLC lending program
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Lending program for serviced apartment for elderly

JHF does not originate mortgages in the primary market in principle. Basically, JHF focuses on
assisting private lenders to originate fixed rate mortgages through its secondary market operation.

However, JHF continues to extend lending program for limited areas with such policy focus as
assistance for elderly habitation.

When private developers construct serviced apartments for elderly that meet certain criteria
established in accordance with Law to Secure Elderly Habitation, JHF extends 100% of the
construction cost of such apartment with 35 or 15 year fixed rate mortgages.

@ EFEEmZERE pRSReSTC

(Source) JHF



Enhancement of quality of houses through secondary market operation

and durability and flexibility for Flat35S.

@® JHF established the technical standards for Flat 35 and Flat 35S.

@® JHF reduces interest rates for a certain period for the high quality houses which satisfy one
of the 4 performances in terms of energy saving, earthquake resistance, elderly accessibility

Higher

Technijcal standards for

Technical (with ifiterest-rate reduction)
standard

level

echnical standards fo
Flat 35

) (EEZRISTIERES

Japan Housing Finance Agency

<4 performances targeted by Flat 35S>

Housing with high
energy-saving performance
_#, '- @Use heat-insulation materials

It is required that houses be more heatproof
so that they consume less electricity and
fossil fuels such as kerosene for heating
and cooling in view of conserving the global
environment.

Housing with excellent
barrier-free performance

Q @Ensure that there are no
different levels on the same
floor.

@Install handrails
It should be a principle requirement in
building houses that houses are comfort-

able for elderly people, including prepara-
tion for nursing care.

sufficiently.
@Equip windows and doors
with double-closing device.

Housing with excellent
earthquake-resistance
@Securing of wall quantity
. Bahn?dhm
@5ire joi of
@S5trengthen foundation

It is very important to prepare for large
earthquakes, enhance housing seismic
resistance and ensure safety.

and flexibility

A @ Proof against decay and
termites
(Ensure ventilation in the roof

$| frame and under the floor
As Japan has become a mature society, there is
now an urgent need for a good-quality/ housing
stock to be built. Building as durable houses as
possible and using them carefully for a long time

will help us to protect our lives and the global
environment.

(Source) JHF




Thank you for your attention.

Photo : Masahiro Kobayashi &%
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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.




