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CEO Message

== “We will continue to strive to improve
housing welfare of people and the quality of life
through inclusive housing finance services.”



As a leading housing finance institution in Korea, Korea
Housing Finance Corporation (HF) has continuously
endeavored to achieve our goals of promoting housing
welfare of people and advancing housing finance.
The year 2019, the 15th anniversary of HF, was all
the meaningful year for us, as we could deliver on
our mission in midst of ever-changing domestic and
international environments and secured growth both
in terms of quality and quantity.

In particular, in 2019, we disbursed KRW 40 trillion
(USD 34.5 billion) of public mortgage loans and KRW
55 trillion (USD 44 billion) of housing finance credit
guarantees. As for reverse mortgages, the cumulative
number of subscribers surpassed the 70,000 mark
last year. In addition, we provided targeted support
for the low to moderate income borrowers and
the underprivileged, by launching a range of new
public financial products, including the New Relief
Conversion Loan, Jeonse and Monthly Rental Loans
Guarantees for Young People and Special Jeonse Loan
Guarantees for Self-Employed Small Business Owners.
Moreover, by making continuous improvement on the
reverse mortgage (Home Pension Loans) system, we
stayed true to our mandate to be a ‘Reliable Guardian
for Prepared Retirement’ for seniors.

On top of these achievements in the country, we
further solidified our international standing in the
global housing finance market. Soon after issuing
the annual mortgage-backed securities of KRW 28
trillion (USD 23.7 billion), we received an AAA rating
for our Euro Social Covered Bond, the first in the
asia, cementing our position as a leading housing
finance institution that represents Korea. Based
on these expansive expertise and global status, we
successfully hosted the 6™ Asia Fixed Income Summit
(AFIS) Conference and 2019 Asian Secondary Mortgage
Market Association (ASMMA) General Assembly in
Busan, serving as a trusted mediator in facilitating
cooperation and mutual development among housing
finance institutions in the region.

In the meantime, to take a lead in digital
transformation, which is sweeping across the
world, we have restructured our organization
and stepped up our efforts to bring ICT into
our core businesses. We put Untact, Non-Paper
qualification review system in place for New
Relief Conversion Loan, by tapping into the
public database and enhanced both customer
satisfaction and work efficiency. We will build on
this experience to ramp up our digital capacity
and competitive edge across the board and
provide more innovative housing finance services.

Going forward, we will remain fully committed to
fulfilling our vision to be “the best housing finance
institution that grows along with the happiness
of people” and “an institution that enhances the
housing welfare of low and moderate income
households for better quality of life.” Furthermore,
we will strive to establish our inclusive housing
finance as a pioneering housing finance model.

Thank you.

T e

Lee Jung-Hwan

President & CEO
Korea Housing Finance Corporation



About HF

Corporate Overview

Established on March 1, 2004, pursuant to the
Korea Housing Finance Corporation Act (Law No.
15417), HF aims to promote the long-term, stable
supply of housing finance and thereby contribute
to the welfare of the people and the development
of the national economy.

Type of Organization
Fund-management-based quasi-governmental institution

Competent Authority

Financial Services Commission

Capital and Fund

As of year-end 2019, HF retains USD 1.7 billion in
paid-in capital and over USD 7 billion in the Housing
Finance Credit Guarantee Fund (the “Fund”).

9,043 ..

Paid-In Capital (USD million)

— 1,7374

Government1,088.3 (62.6%), Bank of Korea 557.1 (32.1%)
National Housing & Urban Fund 92.0 (5.3%)

Fund Assets

— 7,305.6
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Introduction to
HF



HF provides first-time homebuyers with the

Bogeumjari Loans, the long-term, fixed-rate,

X amortized mortgage loans, and Conforming Loans,
of Public thereby reducing their exposure to interest-rate

Mortgages fluctuations and giving them stable access to

home financing.

Provision

HF issues mortgage-backed securities and bonds

Issuance (MBS and MBB) backed by home loans purchased
of Mortgage- from financial institutions as a stable means of
Backed raising funds from capital markets for our long-
. Securities term, fixed-rate, amortized state-sponsored
M ain mortgage loans.
Business Areas

HF works in four main business areas
to improve housing welfare for the public

and reinforce the residential safety net HF offers credit guarantees to individual renters

for vulnerable social groups. Provisicit and homebuyers as well as property developers,
. thus improving their access to loans for Jeonse
.Of Housing ) deposits, newly-built apartment installment
Finance Credit payments, and rental home construction or
Guarantees purchases, respectively, thereby promoting
residential stability.

HF provides senior citizens 60 years of age or older
Provision with guarantees for the Korean Home Pension,

of Reverse an HF reverse mortgages program in which they
Mortgage provide their owned home as collateral and receive

Guarantees monthly payment for living expenses in their post-

retirement while residing in the home.




Vision
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With our top priority on the housing welfare of low and moderate income households,
HF is committed to becoming the best housing finance institution that can promote the quality of life

and the happiness of people.

Contribute to national welfare and economic development
through the long-term and stable supply of housing finance

T

The best housing finance institution that grows along with the happiness of people
Aninstitution that improves quality of life by enhancing the housing welfare of low and moderate income households

Slogan

Atrusted partneron
your path to housing

welfare and a happy
retirement

On-site centered

People’s satisfaction

Future growth ‘ ‘

Strategic Goals

Establish a housing finance platform
customized to the life-cycle

Secure a sustainable
future growth engine

Strengthen residential stability for non-

homeowners

Strategic Tasks
Improve the structure of housing finance and the Contribute to job creation and local
competitiveness of the securitization business development

Expand home financing support for

homebuyers

Foster future businesses for public good

Lead innovation through citizen
participation

Reinforce income security for seniors

Enhance home finance expertise and

Establish a performance management

information security system for greater public good

Increase financial support for vulnerable

groups

Specialize in risk management and improve  Create an organizational culture centered on

financial soundness innovation and communication




Organization

Organization

HF consists of four groups, 23 departments (four offices, 17 departments, one research institute), 25 branches and one center.
The head office is located in the Busan International Finance Center (BIFC) in Munhyeon-dong, Nam-gu, Busan.

Housing Finance .
Steering Committee Board of Directors

i e Housing Finance
;
Auditing Office Executive Vice President [KERTEREE et oo .

Public Value Management Securitizatio
Group Business Gro

stz dieslii@uaenic: ICT Strategy Department Personnel Department

Planning & Coordination Office Public Mortgage Department Department
Financial Management I Housing Builders Guarantee . '
Department Securitization Department Department ICT Operation Department Risk Management Department
Customer Satisfaction Korean Home Pension f -
Department Asset Management Department Department Business Support Department Corporate Communications Office
Managgg;zrrlctnl"nenn(;vanon Trust Management Department Credit Management Department  Safety Management Department

Compliance & Legal Department

[ERTQNIIIEAOLUEGEICEE  Seoul Jungbu / Seoul Nambu / Seoul Bukbu / Seoul Dongbu / Gangwon Dongbu / Gangwon Seobu
25 Branches

Nationwide,

LESEGNWTIVEGIIENYCEN  Seoul Seobu / Incheon / Gyeonggi Nambu / Gyeonggi Jungbu / NPL Center

Southeastern Area Busan / Busan Seobu / Daegu / Gyeongbuk / Ulsan / Gyeongnam Dongbu / Gyeongnam Seobu / Jeju

one NPL center

Southwestern Area Gwangju / Daejeon / Sejong / Chungbuk / Chungnam / Jeonbuk / Jeonnam

% As of May 2020

HF has recently undertaken organizational restructuring to reinforce our core expertise and organizational capacity and eliminate gray areas in our public
financial services. We have launched the ‘Public Mortgage Service Center’ as a standing task force team, allowing for a completely non-face-to-face mortgage
underwriting process regardless of customer location. In addition, we have created the Safety Management Office within the Business Support Group, which
oversees our day-to-day safety management operations, in line with the government’s recent policies towards more rigorous safety management practices.
We have also newly opened our Gyeongbuk branch, providing underserved communities in the region with better access to public financial services.

Workforce

HF has a total of 747 employees, including seven executives and 740 full-time permanent employees.

Employees by Job Grade (Persons)

Job Grade 1t Grade 2" Grade 3 Grade 4th Grade 5" Gradeand Below Other Positions Total
Number 15 49 121 217 334 4 740

% The table above is based upon our permanent employee information filed on the All Public Information In-One (ALIO) system (as of Q4 2019).



History

2004~2011

Mar. 01, 2004
Korea Housing Finance Corporation established

Mar. 25, 2004
Launched Bogeumjari Loan

Oct. 31, 2005
Unveiled the preferred-rate Bogeumjari Loan program
for low-income non-homeowners

Jun. 29, 2006
Launched e-Mortgage Loan

Jul. 12, 2007
Launched reverse mortgage scheme Korean Home
Pension

Sep. 30, 2008
Reached 1,000 Korean Home Pension subscribers

Mar. 30, 2009
Unveiled a mortgage-MBS swap program to offer
more liquidity for financial institutions

Nov. 16, 2009
Acquired ratings from global credit rating agencies
(A2 by Moody’s and A by S&P)

Jun. 21,2010
Launched u-Bogeumjari Loan

Jul. 15,2010
Issued the 1%t USD-denominated covered bond
(USD 500 million)

Aug. 23,2011
Registered a patent for the u-Bogeumjari Loan
underwriting system
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2012~2015

Feb. 27,2012
Launched Jinggeomdari Guarantee for Jeonse loans

Mar. 09, 2012
Launched Conforming Loan to support a soft
landing for household debt

Aug. 07,2012
Surpassed 10,000 Korean Home Pension
subscribers

Jun. 01,2013
Implemented the advance subscription
system for the Korean Home Pension

Nov. 18, 2013
Issued electronic short-term bonds, a first for
a public corporation

Jan. 02, 2014
Launched Didimdol Loan for first-time
homebuyers

Mar. 19, 2014
Launched Akkim e-Bogeumjari Loan

Dec. 19, 2014
Relocated the head office to BIFC in
Busan

Jan. 02, 2015
Launched guarantees for monthly
rental loans

Mar. 05, 2015
Reached KRW 100 trillion
(USD 89.4 billion) in MBS issuance

Mar. 24, 2015
Released Relief Conversion Loan

Dec. 31, 2015
Opened the integrated MBS
disclosure portal K-MBS

10




2016~2018

Apr. 25,2016
Launched three types of NaeJibYeonKeum

Nov. 25, 2016
Issued 1% Pass-Through MBS

Apr. 17,2017
Supplied KRW 100 trillion (USD 89.4 billion)
in Conforming Loans

May. 11,2017
Launched Non-Recourse Didimdol Loan

Nov. 16, 2017

Jan. 03,2018
Lee Jung-Hwan inaugurated as 7t HF CEO

Feb. 27,2018
Won Presidential Prize for anti-corruption
efforts

Apr. 24,2018
Released Bogeumijari Loans for newlywed
couples and families with multiple children

May. 31,2018
Launched Deonaeun Bogeumjari Loan and

Released non-face-to-face Guarantee for Jeonse

loans Oct. 30,2018
Issued Asia’s 1%t Euro Social Covered Bond

Dec. 06, 2017

Ranked first (1st grade) in the integrity assessment of
public institutions and selected for excellence in anti-
corruption efforts for the eighth consecutive year

(by the Anti-Corruption & Civil Rights Commission)

Non-Recourse Bogeumjari Loan

2019

Jan. 14
Received Asia’s Best Social Value Bond Award (The Asset)

May. 27
Honored as an exemplary case of gender-equal employment
practices (Minister of Employment and Labor’s Award)

May. 27
Launched guarantees for young people’s Jeonse and
monthly rental loans

May. 30

Released guarantees for post-construction sales project
financing and multisource-funded guarantees for public
rental housing construction projects

Sep. 03
Hosted 6" AFIS Conference and ASMMA General Assembly

Sep. 11
Received Excellence Award at the Board of Audit and
Inspection’s Internal Audit Matters Contest

Sep. 16
Launched New Relief Conversion Loan for low and moderate
income groups

Oct. 17
Selected for excellence in the Korean Standard-Contact Service Quality Index

Oct. 25
Unveiled Jeonse loan guarantees exclusively for self-employed small
business owners

Nov. 07
Awarded KOSTAT Commissioner’s prize for the best statistical data
dissemination and application practices

Nov. 19

New Relief Conversion Loan for low and moderate income groups
selected as exemplary case of proactive administrative service
(Encouragement Prize)

Nov. 29
Won Grand Prize at Korea Service Grand Prix
(Minister of Education’s Prize in the education category)

Dec. 12
Selected as exemplary case of blind hiring
(Minister of Economy and Finance’s Prize)

Dec. 23
Reached 70,000 mark of Korean Home Pension subscribers

11
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2019 Highlights

1. Facts and Figures

'34.5

billion dollars
Housing Finance
Credit Guarantees

44 billion dollars in guarantees Korean Home Pension

for individuals, a record level
since its establishment

Securitization 70,000 in cumulative Korean
Home Pension subscriptions
A reliable income solution for
a happy, secure retirement for

the elderly

34.5 billion dollars in public

mortgages with the launch of New /‘
Relief Conversion Loan for low

and moderate income households

44

billion dollars

70,000

Subscribers




Securitization

2019 2017
34.5 29.1 2019
2017 — 2018 24.3
—— | 21.6
28.2 2018 ——_
20.8
Mortgage- —
Public Based —
Mortgages Securities
Supplied Issued
(USD billion) (USD billion)
Housing Finance Credit Guarantees
2019 2019
2018 44.0 3.1
38.5 = =
2017 = 2018 =
32.2 = o 2. =
) — 2.1 ’
Guarantees Guarantees
Supplied for Supplied for
Individuals Builders
(USD billion) (USD billion)
Reverse Mortgage Guarantees
2017 2019 2019
9.9 2018 9.8 So18 71,034
8.6 2017 60,052
— 49,815 =
Cumulative
Korean Home Korean Home
Pension Pension
Supplied Subscribers
(USD billion) (number)
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2. External Recognition

HF ) Jan. 14

Won Asia’s Best Social Value Bond Award

The Asset, one of the world’s leading financial
publications, has honored HF with Asia’s Best
Social Value Bond Award. The Asset stated
that HF was presented with the award for
successfully issuing 500 million euros of five-
year social covered bonds*, a first in Asia. HF
will continue to issue covered bonds on a
regular basis in order to diversify fund-raising
channels for low-interest, state-sponsored
mortgage loans.

* Covered bonds: Debt securities issued by a financial

institution, which are secured by a pool of mortgages
or other prime assets

[
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HF ) May. 27

Recognized with Minister of Employment and Labor’s
Award for Exemplary Gender-Equal Employment Practices

HF won the Minister of Employment and Labor’s
Award at the 2019 Gender-Equal Employment
Promotion Week ceremony held by the Ministry. The
award recognizes HF's outstanding efforts to eliminate
discrimination and promote equality in employment.
In particular, HF has made a dedicated effort to
establish a culture of work-life balance and gender
equality by creating a gender-friendly workplace for
female employees, vulnerable to career interruptions
due to childbirth and childcare, and supporting them
to move forward to leadership positions.

HF ) Sep. 3-4

Hosted 2019 6™ AFIS Conference and ASMMA
General Assembly

Under the title “The New Era of Mortgage Finance”,
HF held the prestigious international forums of
experts to share overseas housing finance issues and
cases and explore measures to advance the Asian
housing finance market. The forums drew some 150
participants from the World Bank, the European
Covered Bond Council, other global financial
organizations, international and domestic financial
institutions, government agencies, and news
agencies. As a host of these leading international
events, HF contributed to solidifying cooperation
among Asian housing finance institutions and
raising Busan’s status as an international financial
hub in the global finance community.

Fixed

Inzyme
Srpamit

d Incor

HF ) Sep. N

Honored with Excellence Award at the Board
of Audit and Inspection’s Internal Audit
Matters Contest

HF received the Excellence Award at 2019 Internal
Audit Matters Contest held by the Board of Audit and
Inspection. The award was in recognition of HF’s
introduction of Big Data-based audit methodologies in
the audit of its corporate social responsibility practices,
including financial consumer protection. This new audit
approach has helped HF successfully reduce the audit
burden of on-site personnel and effectively identify
potential improvements to current work processes.

HF ) Nov. 7

Awarded KOSTAT Commissioner’s Prize
for Best Statistical Data Dissemination and
Application Practices

HF won the KOSTAT Commissioner’s Prize for
the best statistical data dissemination and
application practices among about 480 statistical
data publishing agencies. KOSTAT has highly
recognized the contribution of HF’s Housing
Finance Statistics (HOUSTAT) in increasing
customer access to, and use of, statistical data.

14




3. Internal Efforts

(HE) Nov. 29

Won Minister of Education’s Prize in the
Education Category at Korea Service Grand Prix

HF received the Grand Prize in the education
category at 2019 Korea Service Grand Prix
held by Korea Institute of Service Industry
(KSI). Since 2015, HF has offered the Retirees’
Finance Academy, a financial literacy and
retirement planning lecture for retired seniors.
HF also provides various financial lectures,
including JaeMitJive (F3£:2fl), a lecture tour
for college students and job-seeking graduates,
and Retirement Financing Talk Concert for the
general public.

(e ) May. 27

Launched Guarantees for Young People’s
Jeonse and Monthly Rental Loans

As part of efforts to alleviate the housing cost burden
on college students, new entrants to the labor market,
and young people, HF has launched guarantee services
customized to their Jeonse and monthly rental loans. More
specifically, HF provides young people aged 19 to 34 with
() guarantees for their Jeonse deposit and monthly rental
loans, @ monthly rental loans, and @ loans for existing loans
with high interest rates. These three newly-launched housing
finance products are offered at a 2%-range interest rate.

H’|‘= Dec. 12

Honored with Minister of Economy and
Finance’s Prize for Exemplary Blind Hiring
Practices

HF received the Minister of Economy and Finance’s
Prize for exemplary practices in the public sector
category at the 2019 Fair and Blind Hiring Best Practice
Competition held by the Ministry of Employment and
Labor. It was strongly commended for involving its
Auditing Office throughout the entire recruitment and
hiring process and introducing disciplinary rules against
recruitment-related irregularities. This has contributed
to eliminating the potential risk of hiring-related
irregularities and enhancing fairmess in employment.

(W) Sep.16

Launched New Relief Conversion Loan

HF unveiled the New Relief Conversion Loan to ease
structural issues in household debt and the financing
burden of low and moderate income homebuyers. This
loan is available to couples whose combined annual
income is KRW 85 million (USD 73,000) or less. It helps
them switch to a fixed, low interest rate mortgage loan
with an interest rate as low as 1%, enhancing the housing
stability of low and moderate income homebuyers who
are seeking home for residential purpose.

fawd Bm

SHE g1,9=53 17|t

‘:”H"\‘,‘ Jun. 18

Issued AAA Euro Social Covered Bond

HF successfully issued 500 million euros of AAA
social covered bonds*. The triple-A rating is
two notches higher than the nation’s sovereign
credit rating. HF also won the European
Covered Bond Council (ECBC)’s Covered
Bond Label, gaining international recognition
that HF’s covered bonds are as legally and
structurally stable as ECBC’s European
traditional covered bonds.

* Social bonds: Special-purpose bonds issued
to raise capital for funding projects designed
to achieve socially responsible goals. The use
of funds raised by social bonds is restricted to
projects with a positive social impact, such as
housing welfare and education projects.

(Mg Oct.25

Released Jeonse Loan Guarantees Exclusively
for Self-Employed Small Business Owners

HF launched a new Jeonse loan guarantees to
enhance the housing stability of low-income, self-
employed small business owners. The guarantee
may cover the entire amount of their home loan up
to a maximum guarantee amount of KRW 50 million
(USD 43,000), at the yearly lowest guarantee rate
of 0.05%. This newly released guarantee program
is part of HF’s ongoing efforts to strengthen its
guarantee support for financially disadvantaged
groups and achieve more inclusive housing finance.

15
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Corporate Governance

HF has the Housing Finance Steering Committee, the Board of Directors, an executive body represented by
President & CEO, and an internal auditor for its decision-making and business execution.

Under the Korea Housing Finance Corporation Act, these four bodies are independent of each other in terms of
composition and functions. The Housing Finance Steering Committee and the Board of Directors make major
decisions, while the President & CEO is in charge of HF’s day-to-day business execution and management.
The auditor is responsible for the evaluation of HF’s financial and operational activities. The members of the
Housing Finance Steering Committee are nominated or recommended by the President & CEO and other
governmental agencies. The President & CEOQ is appointed by the President of the Republic of Korea through a
proposal from the head of the Financial Services Commission. The auditor is also appointed by the President
of the Republic of Korea through a proposal from the Minister of Economy and Finance.

Housing Finance Steering Committee

The Housing Finance Steering Committee is the head decision-making body of HF. It is responsible for deliberating and making decisions on key matters. These
include drafting and amending HF’s fundamental policies; establishing and revising business plans; amending HF’s articles of incorporation; and allocating, revising,
and settling budgets. Other important tasks include underwriting standards for mortgage-backed securities; setting criteria for reverse mortgage guarantees;
formulating and revising plans for the operation of the Housing Finance Credit Guarantee Fund; and deciding the write-off of indemnity receivables.

In particular, HF operates the Housing Finance Steering Committee as a consultative and decision-making body to promote democratic procedures and minimize
external interventions in establishing housing finance policies and carrying out its business operations.

The Committee is composed of six members, comprising one chairperson (HF President & CEO); two public officials appointed one-each by the Financial
Services Commission and the Minister of Land, Infrastructure and Transport; one member appointed by the Financial Services Commission from the executives
of financial institutions or those with in-depth expertise in housing finance; and two members appointed one-each by the Financial Services Commission on the
recommendation of the Minister of Land, Infrastructure and Transport and the Governor of the Bank of Korea. Committee members serve a two-year term.

Regular meetings of the Committee are convened by the chairperson in February, May, and December each year. Where deemed necessary by the chairperson or requested
by a majority of the committee members, ad-hoc meetings can also be held. In 2019, the Committee held six meetings, in which 33 agenda items were addressed.

16



Kim Tae-Hyun
Secretary-General

Financial Services
Commission

wan
ent & CEO
HF

Kim Hong-Jin
Head of the Housing
and Land Office

Ministry of Land,
Infrastructure and Transport

Composition of

Housing Finance
Steering Committee

(As of April 2020)

Cho Sung-Il

Vice President
Chung-Ang
University

Hee-Sik
ector of Personnel
Management
Bank of Korea (Former) |

Management Council

The Management Council consists of the President & CEO as the chairperson, the Executive Vice President, and executive directors. It is responsible for deliberating
and making decisions on a range of issues. These issues include the establishment, revision, and abolishment of HF regulations, excluding those subject to the
decision-making of the Housing Finance Steering Committee and the Board of Directors. Also included are business commissioning; securitization, credit guarantees,
reverse mortgage guarantees, and guarantee liability performance; the suspension and special management of the right to indemnity; and matters entrusted by the
Housing Finance Steering Committee and the Board of Directors and matters deemed necessary by the President & CEO. In 2019, the Council held 16 meetings, in

which 32 issues were handled.
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Kim Min-Ho Executive Vice President Lee Jung-Hwan President & CEO Lee Dong-Yoon Auditor

Board of Directors

The Board of Directors comprises the President & CEO as the chairperson, the Executive Vice President, and executive and non-executive directors.

The Board of Directors deliberates and decides on a wide range of operational issues. These include agenda items presented by the Housing Finance Steering
Committee; debt financing and repayment plans; executive member nominations; the establishment, revision, and abolishment of organizations and HR
regulations; changes in capital; matters requiring government approval and authorization; the sale of the right to indemnity; and other matters deemed necessary by
the Board of Directors or the President & CEO. During its deliberation and decision-making process, the auditor may attend the meeting to express his or her opinion.

The HF President & CEO is obligated to report to the Board of Directors. Such matters to report include findings from government inspections and audits by
an independent auditor and the Board of Audit and Inspection, action plans to address the findings, and their outcomes. This reporting obligation also covers
agreements entered into between HF and other public agencies and corresponding budget estimations as well as other matters requested by the Board of Directors.

Executive directors are appointed by the President & CEO, whereas non-executive directors are appointed by the Financial Services Commission from a pool of
candidates nominated by the Nominating Committee. The term of directors is two years, except for the President & CEO, who serves a three-year term. Where
deemed necessary, their terms can be extended by one year after a separate evaluation process under the relevant laws.

The Board of Directors holds regular meetings once a month. It can also hold ad-hoc meetings, where deemed necessary by the chairperson or requested by at least
one-third of the members. In 2019, it held 15 board meetings, in which 94 agenda items were addressed.
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Seol In-Bae Executive Director Park Chung-Bae Executive Director

Composition of the Board of Directors

President & CEO Lee Jung-Hwan

Executive

Vice President Kim Min-Ho

Cho Jeom-Ho

Executive Seol In-Bae
Directors Park Chung-Bae
Kim Hyun-Soo

% As of April 2020

Senior Non-

Executive Directors

Non-Executive
Directors

Kim Hyun-Soo Executive Director Cho Jeom-Ho Executive Director

Sohn Bong-Sang, Nam Kyung ENG Co., Ltd.

Cho Min-Ju, (Former) law firm Best

Choi Dong-Won, (Former) Keonpaek Co., Ltd.

Park Jang-Ho, (Former) Korea Construction Co., Ltd.
Yook Dong-Han, Gangwon Research Institute

Moon Youg-Bae, Block Chain & Coin Evaluation
Digital Financial Research Center

Sohn Pan-Do, International Studies, Department of
International Studies, Dong-A University

% As of the end of December 2019
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Securitization

Korea Housing Finance Corporation promotes home ownership with the Bogeumjari Loans
and Conforming Loans, which are long-term, fixed-rate, amortized mortgage loans.
HF raises funds from capital markets for public mortgage loans by issuing MBS and MBB,
contributing to enhanced housing welfare of people.

Conforming Loans Supplied

\ usbD 70 3 billion
Bogeumjari Loans and Didimdol Loans Supplied

u5027.2 billion

—
X
I MBS Issued

uUsD 24 ° 3 billion



Provision of Bogeumjari Loans and
Didimdol Loans

The Bogeumjari Loan is the first long-term, fixed-rate, and amortized
mortgage loan in Korea to help low and moderate income households realize
the dream of becoming a homeowner. In 2019 alone, HF disbursed USD 27.2
billion in mortgage loans to about 269,000 homebuyers. The cumulative
amount of Bogeumjari Loans, including Didimdol Loans, supplied since the
scheme’s launch has reached USD 146.6 billion, supporting a total of some
1.15 million households to purchase homes, thereby significantly contributing
to increased home ownership among low and moderate income households.

Amount of Bogeumjari Loans and Didimdol Loans Supplied (USD million)

27,250

16,396
16,461
14.650
12,585
10,462 1+281
8163 05

5,135

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

By product category, the Bogeumjari Loans and Didimdol Loans accounted for
85.7% and 14.3% respectively, of the total mortgage loans offered by HF. The
surge in Bogeumjari Loans is attributed to expanded supply of the mortgage
loans after the launch of the New Relief Conversion Loan in September 2019.
The Relief loan was developed to address structural issues of household
debt and to alleviate the financing burden of low and moderate income
homebuyers. In the first two weeks after its launch from September 16 to
29, 2019, HF received an overwhelming 635,000 applications that amounted
to USD 63.8 billion in loans. With the total of USD 17.3 billions of fund, HF
drew up a shortlist for the loan based on the value of homes from the lowest,
helping low and moderate income people to reduce the borrowing costs with
protection from potential interest rate hikes, and improved household debt
structure in Korea.

As the rise of single-person households, later marriages, and the low birth
rate had become major social concerns, HF launched the Bogeumjari Loan
for Newlyweds and Multi-Child Families to relieve the housing cost burden
on these two target households. Tailored to meet their specific economic
conditions, this new loan offers preferential loan terms, including more
lenient income requirements, interest rate discounts, and increased loan
limits. Since the launch in 2018, HF has disbursed USD 2.9 billion and
USD 10.5 billion of the loans for newlyweds and families with multiple
children respectively, eliminating blind spots in home financing support.
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Bogeumjari Loan Benefits for Newlyweds and Multi-Child Families

Income ;5p 60,000
Limit
Regular
.. Rate
Bogeumjari Discount
Loan
Loan USD 259,000
Limit
Income sp 73,000
L. Limit
Bogeumjari -
ate 5
Loan for Discount (Income of USD 60,000 or less) 0.2%p
Newlyweds
Loan USD 259,000
Limit
Income (l Child) USD 69,000
o Limit (2 children) USD 78,000
Bogeumjari (3 or more children) USD 86,000
Loan for
Multi-Child Rate (3 or more children) 0.4%p
Families Discount
Loan (3 or more children) USD 345,000
Limit

In addition, HF launched the DeoNaEun Bogeumjari Loan to protect
borrowers who are relatively vulnerable to interest rate risks from expanded
housing market volatility. Under the DeoNaEun Bogeumjari Loan scheme,
those on a non-bank lender’s floating-rate, bullet-payment mortgage loans
can switch to HF’s long-term, fixed-rate, amortized mortgage loans. With
the new loan, HF allows them to repay their high-rate non-bank mortgage
loan with its low-rate Bogeumjari Loan, easing the burden of repayments
to non-bank mortgage lenders, especially at a time of rising interest rates.
In particular, HF allows borrowers to repay a portion of the principal at the
maturity date to lessen the monthly repayment burden and eases the LTV
and DTl ratio requirements to the range of 90% and 70% respectively, in
consideration of the high LTV and DTl loans of non-bank lenders.

Furthermore, HF first adopted the DSRY ahead of the banking sector, to
manage the total amount of household debt. The institution was also
proactive in introducing the New DTI? implementation in January 2018,
which has now become a benchmark to assess the lending risk across the
financial sector. At the same time, HF flexibly adjusts public mortgage rates,
providing lower rates than those of commercial banks, thereby contributing
directly and indirectly to reducing mortgage borrowing costs for low and
moderate income households.

1) DSR(Debt Service Ratio) = {(annual repayment amount of principal and interest
of mortgage loan + annual repayment amount of principal and interest of other
debt)/annual income} X 100

2) New DTI ={(annual repayment amount of principal and interest of all mortgage
loans + estimated repayment amount of interest of other debt)/annual income (2
years of income confirmation)} X 100



In 2019, the average age of Bogeumjari Loan borrowers was 44 years old. Their
average annual income was around USD 39,000, which implies most of the loans
were used by low and moderate income groups. Most (87.9%) of the mortgages
were used to purchase apartment units, with the average size of 74.3n, smaller
than the nation’s standard housing size of 85n. This shows that the Bogeumjari
Loans were offered mainly to help homebuyers with a real housing need.

Bogeumjari Loan Borrowers and Their Housing Characteristics in 2019

Borrower Information Loan Information

5 D e 6

Annual Income

44 yearsold USD39 OOO

55 2% 21 9%

Collateral Information

] 1]

House Price

207,000

House Area

73.84

House Type

Apartment 91 .7%

Provision of Conforming Loans

Until 2012, most mortgages were floating-rate and bullet payment loans,
meaning that any rate moves would put a greater burden on borrowers. To
address the risk, HF unveiled the Conforming Loan, a long-term loan with the
fixed-interest rate, designed to resolve the structural problem of the mortgage
market in Korea. Since launch in March 2012, the Conforming Loan scheme
has contributed significantly to improving the structure of the mortgage
market in country.

The Conforming Loan is a long-term, fixed-rate, and amortized mortgage
loan that conforms to a certain set of criteria set by HF for purchase and
securitization. Lending institutions may freely determine a name, rate,
and other terms of the loans and sell them to the extent that they satisfy
the criteria. Borrowers can take out a loan of up to USD 432,000 for houses
worth USD 777,000 or less, and repay the loan over a maximum of 30 years
in installments. Given that the loan amount is determined by the borrower’s
income level and that the loan is repaid in installments over a long period of
time at a fixed rate, the Conforming Loan is a loan option that offers protection
from impacts of a potential housing market recession or even a financial crisis.
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In 2019, HF provided USD 7.3 billion of Conforming Loans to around 56,000
households. The cumulative amount of Conforming Loans, including New
Relief Conversion Loans, was expanded to reach USD 10.7 billion for a total of
1,171,000 households. As a result, the share of fixed-rate loans and amortized
loans was increased to 49.4% and 52.6% respectively, of the total loans in the
banking sector as of the end of 2019, promoting an encouraging structural
move in the nation’s household debt towards long-term, fixed-rate, and
amortized loans.

According to statistics on the use of Conforming Loans in 2019, the loans were
provided mainly to middle-class borrowers in their 40s, with the average age
of 47 and the average home value of USD 285,000. Their average LTV, credit
rating, and DTl stood at 58.6%, Rating 2, and 31.4% respectively, indicating
that the loan structure is relatively stable as well.

Structural Improvements in Household Debt (%)

® Share of amortized mortgages

® Share of fixed-rate mortgages 498 516 526
45] o o —®
389 e
//. -
265 7
o 49.4
87 430 445 450
B9 e 357 - e e
77 ° ' o
64 o 236
o 142 159
31
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Conforming Loan Borrowers and Their Housing Characteristics in 2019

Borrower Information Loan Information
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Age CB Rate DTI
47yearsold Rating2 58 6 % 31 .4%

Collateral Information
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Non-Recourse Public Mortgages

In May 2017, HF launched the limited recourse Didimdol Loan to prevent
the financial collapse of low-income households and protect the interests
of financial consumers at times of housing price downturns during
economic crises. A limited recourse loan is a type of loan, often dubbed a
non-recourse loan, which limits a borrower’s liability for the mortgaged
home and does not allow a lender to seek payment beyond the collateral
in the event of default due to a decline in home prices.

e N

Recourse Loan
Further claim beyond collateral

Non-Recourse Loan

Claim restricted to collateral only

O

& /

At the time of launch in 2017, the non-recourse loan was available only to
couples with a combined annual income of USD 26,000 or less. Soon after
the launch, HF raised the income limit to USD 43,000 and to USD 60,000 in
2018 again, expanding the availability of the loan to the entire income range.
In 2019 alone, HF offered USD 716.3 million under the loan to some 6,000
low and moderate income households and socially disadvantaged groups,
leading a paradigm shift towards a socially responsible mortgage scheme
with better financial consumer protection.

At the same time, HF further expanded the non-recourse scheme to
Bogeumjari Loans and Conforming Loans in 2018, and subsequently to all
public mortgage products. HF applies the same interest rates to both non-
recourse public mortgage loans and conventional public mortgage loans,
while setting eligibility requirements for the non-recourse loans in line
with those of the Didimdol Loans, including limits in the number of homes
owned and income, to channel its loan supply to low and moderate income
homebuyers with a real housing need. In 2019, HF provided USD 2.8 billion
in non-recourse Bogeumjari Loans to around 20,000 households, actively
carrying out tasks set by the government and establishing safeguards that can
protect financial consumers from interest rate hikes and other potential risks.
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Issuance of Mortgage-Backed Securities (MBS)

The principal purpose of HF’s securitization business is to raise funds for long-
term, fixed-rate, and amortized mortgages from the capital markets by issuing
mortgage-backed securities, thus enhancing the housing welfare of low and
moderate income households.

Under its securitization structure, HF takes over mortgage loans originated by
financial institutions, transfers them to the Trust for perfection against third
parties, and bundles them into beneficiary securities. Given that MBS yields
vary depending on their performance under the Trust Act, HF guarantees
principal and interest payments to ensure stability in mortgage payments
to MBS holders and attract more investors. HF issues MBS in eight tranches
with maturities of one year to 20 years and lists them on the Korea Exchange.
Considering the nature of the cash flow of mortgage loans, securities with a
maturity of five years or longer are given call options. This MBS is recognized
as a very safe investment option thanks to HF’s payment guarantee and the
indemnity clause of the Korea Housing Finance Corporation Act.

MBS Issuance Structure

Underlying | Mortgage loans
Assets (Bogeumijari, Didimdol, and Conforming Loans)
Amount | 500 KRW L trillion (USD 863.7 million)
Issued
Issuer I HF Trust (Trustee: HF)
+ HF guarantees full principal and interest payments for
senior MBS.
* Multiple maturity tranching
Issuance - Tranches otf 1t, 2, atnd_3years: Non-callable lump-sum
Structure repayment at maturity
-Tranches of 5,7, 10, 15, and 20 years: Partial call
option for every three months sequentially from the
shortest maturity tranches; grace period offered to
each tranche
- Fixed-rate (interest rate on Korea Treasury Bonds + spread)
Issuance L o . . -
Conditions + AAA credit rating, public offering, and listing on Korea
0 Exchange (KRX)
Mortgage I Financial institutions and HF
Servicers
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MBS Issuance Structure

Guarantee principal and interest payments

Sell mortgages
Financial 7 s HF’s
Institutions < H F >> Account a Account <

Sale proceeds Issuance
proceeds

Set up trust Issue MBS

Trust

Guarantee fee / Trust fee

Servicing fee

Register securitization plan, etc.

Financial Services Commission

In 2019, HF regularly issued MBS 28 times in the combined amount of USD
23.7 billion. As the government took more stringent measures against rising
household debt, eligibility requirements for home loans were tightened. ® Cumulative Issuance Amount
However, the supply of public mortgages for financially vulnerable groups ® Annual lssuance Amount
expanded, driving up the year-on-year volume increase of MBS.

MBS Issuance Trends by Year (USD billion)

231.2

At the end of 2019, the amount of cumulative issuance and outstanding 214.9
balance of HF MBS reached USD 231.2 billion and USD 104.8 billion

respectively, which made it the top three bonds in the nation, after Korea 2017
Treasury Bonds and Monetary Stabilization Bonds.

HF determines the MBS issuing rate by adding a spread to the benchmark 153.0
treasury bond yield. In 2019, the spread level remained stable despite
increased volatility in financial markets on the back of the U.S.-China trade

conflicts and fears of global economic slowdown. 1281
Trends in the Weighted Average Spread of MBS (bp)
86.3
76.2
54.5 471

. 333 288 9,

i 187 208 . 216
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2010 201 2012 2013 2014 2015 2016 2017 2018 2019
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In particular, 66.5% or USD 15.6 billion of the MBS issued for the year were mid
to long-term securities with maturities of five years or longer, which catered
to the investment appetite of banks, pension funds, and mutual finance
businesses, and revitalized the domestic long-term bond market.

MBS Investments by Maturity and Investor in 2019

(USD million, %)

Short-Term  Medium-Term  Long-Term
Classification MBS MBS MBS

(1to3yrs) (5to 7yrs) (10 to 20 yrs)
8,168
Banks 3,811 3,738 618 (34.9)
Pension 4,654
Funds 966 2,038 1,650 (19.9)
2,395
Insurers 200 544 1,651 (10.2)
Securities 3,165
Firms 1,825 1,001 339 (135)
Investment 1,038
Trusts 537 268 233 44)
Mutual 4,014
Finance 513 2,646 855 (17.0)
Total 7,852 10,235 5,346 23,433
(33.5) (43.7) (22.8) (100.0)

* Figures in () represent the percentage of the total.
* Banks’ insurance accounts are classified as an insurer.
* Not included the Subordinated tranches and mortgage-MBS swap transactions.

In addition, HF issued USD 4.7 billion of Pass-Through MBS in 2019. Launched
in 2016, the pass-through MBS employs a structure through which HF collects
monthly principal and interest payments from a pool of underlying mortgages
and passes on the collected payments to investors. More specifically, investors
receive their proportionate share of all cash flow from the collateral pool. With
this pass-through structure, HF can transfer the risk of early repayment of the
underlying mortgage loans to investors, whereas investors can benefit from
increased returns depending on their prepayment assumptions.
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Issuance of Mortgage-Backed Bonds (MBB)

HF takes over mortgage loans from financial institutions and issues debt
instruments secured by the pool of mortgage loans to investors, who receive
principal and interest payments from the underlying assets. These mortgage-
backed bonds (MBB), often known as covered bonds, are most common in
Europe. Embedded with a preferential claim over the collateral and a right of
recourse to the issuer, MBB offers investors double protection, with a steady
flow of mortgage financing.

Since 2010, HF has raised a total of USD 4.12 billion by issuing eight rounds of
foreign currency-denominated covered bonds, thus diversifying its funding
sources. In particular, in 2019, HF successfully issued AAA-rated euro covered
bonds for the first time in Korea. The interest rate was 54bp lower than
that of Korea Treasury Bonds, creating a stable source of funding for public
mortgage loans at a low cost.

Covered Bond Issuance Structure

Financial

Services
Commission

Register securitization plan, etc.

Transfer Issue covered
mortgages I~ bonds
Financial _ H F _
Institutions

(Seller / S  —
Servicer) Transfer Covered bond

Proceeds proceeds

Servicing fee
Mortgages

Borrowers




Servicing and Administration

Securitized Asset Management

As of the end of 2019, HF holds a total of USD 105.7 billion in securitized assets;
USD 105.6 billion in mortgage loans and USD 132 million in student loans. The
mortgage loan balance rose from the previous year due to its steady supply of
Bogeumjari Loans and Conforming Loans. However, the student loan balance
decreased from a year earlier, as the student loan business was transferred to
Korea Student Aid Foundation in 2010, which halted the inflow of new assets
and led to recasting and refinancing.

Securitized Assets as of 2019 End (USD million)

Securitized Assets

Classification Trust Pool
No. of Accounts Loan Balance
Mortgage Loans* 398 1,276,187 105,552
Student Loans 17 138,486 132
Total 405 1,414,673 105,684
* Purchases and USD 3.8 billion in MBB included (KoMoCo assets excluded)
Trends in the Balance of Securitized Assets by Year (USD million)

Balance of Securitized Mortgage Loans

103,964 105,552
94,278 [
76,594
66,808
2015 2016 2017 2018 2019
Balance of Securitized Student Loans
435
323
275
194
132
2015 2016 2017 2018 2019
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In 2019, HF made a number of improvements to its services and conducted
outreach programs, creating social value through protection for financially
vulnerable borrowers. At the same time, HF took a lead in adopting Fourth
Industrial Revolution technologies to better customer satisfaction.

In addition, HF fine-tuned the existing repayment deferment system to
expand its coverage to the borrowers affected by social disasters and for
those eligible for the governmental disaster medical funds. To help them
easily understand the workout program, HF uploaded a Q&A clip on YouTube,
providing a clear explanation on the assistance program with full details .

Moreover, by adopting web scraping techniques, HF has removed the
process of evidence submission, digitized the existing offline application
for an extended period of debt workout, and introduced mobile customer
authentication and mail services via KakaoTalk, thereby establishing a
customer-oriented service structure.

Trust Asset Management

By the end of 2019, HF issued USD 231.2 billion of MBS and USD 6.7 billion of
SLBS, totaling USD 237.9 billion in asset-backed securities, of which USD 133.1
billion was repaid.

MBS/SLBS Issuance and Repayment as of 2019 End (USD million)

Repayment (Cumulative)

Cumulative

Clssfication Issuance ooy ot prepaid g
Maturity  (Call Option)
MBS 231,202 71,578 54,871 126,449 104,752
s|_355718 ................. 2314 ................. 4314 ................. 662890
ol 87919 73892 59186 133077 104842

* Subordinated tranches included; KoMoCo-issued securities of USD 2.5 billion and excluded MBB

In 2019, HF made efforts on various fronts to advance its trust management
services. Such efforts included overhauling K-MBS, its integrated MBS
disclosure web portal, computerizing the trust fund administration and
management system, strengthening cooperative relations with external
professional organizations, and proactively preparing for potential changes in
the trust business environment.

To this end, HF first upgraded K-MBS. Launched in December 2015, K-MBS
serves as the nation’s most reliable MBS disclosure portal, offering high-
quality information to capital market participants. As its MBS gained
increasing trust in the domestic and overseas markets, HF undertook a
complete re-design of K-MBS in its fourth year in operation in order to
provide better services. The newly upgraded K-MBS is expected to deliver an
unparalleled customer experience with its new features, such as updates on
the ongoing social value generated by MBS with greater user convenience.



Second, HF carried out a project to computerize its work processes to
efficiently administer and manage its rapidly growing trust assets. The
computerized system led to the more professional and efficient management
of trust assets and replaced the previous paper-based processes, which
lowered numerous operational risks.

Third, HF reinforced communication with relevant external agencies through
meetings, MOU conclusion, and other various external activities for better
cooperation. In particular, the institution held the Financial Industry Working
Group Meeting and Trust Funds Management Agencies’ Meeting and signed
the MOU on Mutual Financial Cooperation, laying the foundation for seamless
trust-asset management.

In addition, HF made various efforts to preemptively prepare for the rapidly-

changing capital markets and trust-business environments, building a work
process for the termination of adjustable-rate loan trusts and enhancing the
expertise of fund managing personnel.

BUSINESS PERFORMANCE

K-MBS

a
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MORE STORY — hitps;//kmbs.hf.go.kr
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Disclosures

You can see details of securities repayment plans (call options, etc.),
credit rating and MBB investor reports.

Issuance Plan
Details of the MBS Pool expected to be issued.

Market Transaction Status

MBS distribution transactions can be conveniently viewed by item unit and period.

Announcement of Call Option Events

On the initial screen, we'll constantly update the events that are scheduled for call
option events, so you can quickly view them.

Repayment of Underlying Assets and Securities

You can view the characteristics of the underlying assets of the MBS Pool (weighted
average remaining maturity, loan balance, etc.) and the characteristics of each
tranche in the pool (remaining maturity, security balance, etc.) at the same time.

Cash Flow on underlying assets by Level (PSK)

By providing cash flow for future underlying assets by early repayment rate,
we have enabled investors to analyze future cash flows on their own.

Quick Inquiry Function

You can select the item you want to view directly on the initial screen and instantly
view the details of your chosen items without having to go through several steps.

Sign In (Account Request)

When you apply for an account, you can conveniently view the event by registering
your interest, and receive an automatic email when information is updated such
as exercising call options.



Housing Finance
Credit Guarantees

Korea Housing Finance Corporation provides credit guarantees to individuals and home builders,
improving their access to loans for Jeonse deposits and newly-built apartment installment payments
and construction loans respectively, thereby promoting the housing welfare of the people and
revitalizing the housing finance market.

Amount of Guarantees for Individuals

w0 B4 .0 s

= g

Operating Multiplier

11.0.. !

Amount of Guarantees for
Home Builders

! usD 3 01 billion

K
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Supply of Housing Finance Credit Guarantees

HF operates the Housing Finance Credit Guarantee Fund (the “Fund”),
stimulating the flow of credit for home financing to promote the
residential welfare of the public. The Fund provides credit guarantees
mainly to the demand and supply sides of the housing market; individual
households seeking loans to finance Jeonse deposits and new homes and
home builders seeking loans for rental home construction and purchases.
Since establishment in 1988, the Fund has witnessed steady growth in the
volume of its guarantee supply. In 2019, HF provided USD 44.0 billion of
guarantees to individuals and USD 3.1 billion of guarantees to builders.

Credit Guarantee Supply by Year (USD million)
Classification Individuals Builders Total
2010 9,782 307 10,089
[ 2011 ................................... 17372 ............................. 55117922
[ 2012 ................................... 25045 ............................. ;;1 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 25729 -
[ 2013 ................................... 24179 ........................... l 009 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 25188 -
[ 2014 .................................. 28091 ............................. ;6; ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 29000 -
[ 2015 ................................... 30224 ........................... 1 753 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 31977 -
[ 2016 ................................... 31183 ........................... l 997 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 33179 -
[ 2017 ................................... 32164 S 2061 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 34224
[ 2018 ................................... 38524 S 2143 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 40666
[ 201 9 ..................................... L.l. 4 000 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 3140 ........................... ; 7140
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Credit Guarantees for Individuals

Under the growing economic uncertainties due to the escalation in the
U.S.-China trade dispute in the second half of 2018 and the ongoing
global economic slowdown, low and moderate income households and
disadvantaged groups have been exposed to increased housing instability.
To reduce their housing costs burden, HF offers more affordable home
loans through partnerships for lower interest rates and guarantee fees. The
institution has formed and expanded partnerships with local governments
for subsidized loans, and with financial institutions for rate discounts.
In addition, in line with the recent government initiative to alleviate the
housing cost burdens on young people and newlywed couples, HF launched
Young People’s Jeonse and Monthly Rental Loan in May 2019. Developed
exclusively for younger households with no home ownership, the home rental
loan has added social value by providing the households with lower-rate
loans for Jeonse deposits and monthly rent.

Moreover, HF has been working to fulfill its role as a public guarantee provider
by channeling its Jeonse loan guarantee resources to low and moderate income
households who do not own homes and live in rented accommodations and
expanding guarantees to cover collective Jeonse loans for households living in
multi-family houses and residential complexes. In 2019, HF provided around
USD 44.0 billion of credit guarantees for individual households, improving the
residential stability of low and moderate income families.

Credit Guarantees for Home Builders

In relation to guarantee programs for home builders, HF launched
new guarantee products customized to their needs and expanded
the scope of guarantees. One of the new products is the Multisource-
Funded Guarantee for Construction Loans, launched to invigorate long-
term public rental housing projects by combining funding streams
from commercial banks and the National Housing & Urban Fund. HF
also unveiled the Post-Construction Sales PF Guarantee, which offers
preferential guarantee limits, coverage ratios, and guarantee fees, to
bolster post-construction sales projects.

In addition, in order to assist the governmental efforts to expand the supply
of public rental units, HF approved USD 577.8 million of guarantees for 3,001
units in public rental housing for young people near subway stations and
social-shared housing, thus advancing the housing welfare of newlyweds,
recent graduates, social economy entities, and other vulnerable groups.

In the meantime, HF proactively responded to the changes in the housing
finance environment by developing personalized products tailored to the
different needs of different home builders and realigning the guarantee
schemes to create greater social value. These endeavors led to the
disbursement of around USD 3.1 billion of guarantees, which encouraged
construction projects and promoted housing stability for low and
moderate income households.

In 2019, guarantees for individuals were mainly offered to low income
people with a home size of 85ni or smaller, who earned annual income
of USD 26,000 or less, with a CSS rating of 6 or below, while the main
customer group of guarantees for builders was small and medium sized
construction companies with relatively less financial resources.
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Supply of Housing Finance Credit Guarantees by Product

Guarantees for Individuals

M Purchases 89
Intermediate Payments

1,761

B Jeonse
W Others 7,319

34,830

(USD million, %)
Guarantees for Builders
B Construction 30
H PF
W Purchase for Lease
1,479

1,631

Breakdown of Housing Finance Credit Guarantee Users in 2019

Guarantees for Individuals

Home sized 85ni or smaller Annual income of USD 26,000 or less

94.9,, 48.7 «
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Guarantees for Builders

5
CSS rating of 6 or below Small and medium sized construction companies

274 97.94
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Fund Status

Various sources contribute to the Housing Finance Credit Guarantee Fund.
These include contributions from the government and financial institutions,
guarantee fees from customers, recoveries on indemnities, and revenues from
fund operation. In 2019, the Fund raised a total of USD 4.6 billion. For more than
adecade since 2008, it has been financially independent from the government.

Regarding contributions from financial institutions, HF extends preferential
rates to financial institutions who have exceeded their goal or who shown better
year-on-year performance in the provision of fixed-rate and amortized loans.
This encourages them to join the efforts for qualitative structural improvement
in household debt, which bolsters stability in the home financing market.

As for guarantee fee revenues, HF has made efforts to provide credit
guarantees to a wider group of financially vulnerable people. For example, it
has reduced guarantee rates to the lowest level (0.05%) for those under the
social integration support program, the self-employed, or other low income
and financially vulnerable people. It has also lowered guarantee rates for
seniors aged 65 or older who do not own a home to ease their housing cost
burden. Furthermore, in a bid to focus guarantees on low income groups,
HF has adjusted its overall guarantee rates, such as applying the lowest
guarantee rate to all products developed for young people.

Funding Sources of Housing Finance Credit Guarantee Fund

2010

Category 2011 2012 2013

(USD million)

2014 2015 2016 2017 2018 2019

Government Contributions - - - -

Contributions from

Financial Institutions 402 419 527 581 583 603 509 534 647 683
o Lo S PO L R SO Lo o o i
e L S L o e e o o
Fund Operating Revenues n 7 99 ‘ s o s s 61 101
Others* ‘ 623 ‘ 590 .‘1,494 2,111 ‘1,341 “‘1,847 3,515 .‘2,454 3,609
Amount of Funding Raised .‘1,253 .“‘1,316 .‘2,457 3,037 ‘2,277 “‘2,684 4377 .‘3,375 4,615

* Free cash flow collected, etc.

Base Capital and Operating Multiplier

As of the end of 2019, the base capital of the Fund rose to USD 7.1 billion,
up 14.9% from the previous year, thanks to a steady inflow of contributions
from financial institutions. The financial soundness of credit guarantee
operations is measured by the operating multiplier, which is computed

by dividing the balance of guaranteed loans outstanding by the value of
the Fund’s assets, its net base capital. As of the end of 2019, the Fund’s
operating multiplier stood at 11.0 times, a stable level given that the
statutory operating multiplier is 30 times.

Operating Multipliers by Year

(USD million, times)

Category 2011 2012 2013 2014 2015 2016 2017 2018 2019
Base Capital (A) 1,956 2,394 2,995 3,604 4,085 4,354 4,714 5,707 6,361 7,056
A Lo Lo L . e s . e i :
Guarantee Fund (C=A*B) 2006 244 3005 3604 2085 4354 a4 501 6,361 7,056
Guarantee Balance () i6,863 .......... 54,730 .......... 56,175 .......... 38,280 .......... ;?;9,465 .......... 46,320 .......... 55,404 .......... é6,848 .......... é9,330 77,605
oemtne e o L R Lo P L . e T o 0

* IBRD loans fully repaid in May 2013
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Default Risk Management

In addition to its efforts to provide more guarantee support for financially
disadvantaged groups and other low income people with a real housing need,
HF focuses on keeping the rate of defaulted guaranteed loans at a moderate
level, in comparison to the national delinquency rate of mortgage loans,
except for those offered by commercial banks. This led to a solid foundation
for the stable supply of guarantees.

To lessen its exposure to a potential default event, HF has made continuous
efforts on various fronts. One such effort was introduction of a loan fraud
prevention system in 2013. A semi-annual risk analysis to the system was
introduced in the second half of 2017 for preemptive fraud risk management.
At the same time, HF has also worked to strengthen capacity to prevent
loan fraud by adopting in-depth screening and assessment of potentially
fraudulent and high-risk applicants.

KOREA HOUSING FINANCE CORPORATION ANNUAL REPORT 2019

As part of efforts to enhance fraud prevention capacity, HF has bolstered the
existing multi-phase fraud prevention system by adding further preventative
procedures against any suspicious application information and minimized
potential losses.

Moreover, the institution has established a continuous monitoring system to
assess the delinquency risk of applicants subject to in-depth examination,
the price of their leased house, and the level of the amount of any senior debt
secured by the house, which enabled early detection of potential defaults.

Thanks to all of these measures, there has been a steady decline in the default
rate on guaranteed loans and the percentage of outstanding guarantee
balance at default. As of the end of 2019, these two figures reached the record
lows of 0.4% and 0.3% respectively.

Net Default Increases and Outstanding Guarantee Balance at Default

Category 2010 2011 2012
Guarantee Balance (A) 16,863 24,730 36,175
Deféult Amount (B) 234 290 593
Deféﬁlt Remedied (C) 145 173 257
Amount OL;tstanding at Default (IS) 305 301 460
Default Rate (E=B/A) H 14 12 1.6
Percentagé of Guarantee Balanceﬂ 18 12 13

to Be Outstanding at Default (F=D/A)

Management of Indemnity Rights

HF maintains tight control of indemnity claims incurred by defaults on loans
guaranteed by the Fund, through a thorough review of the claims made by
mortgage lenders.

In 2019, HF introduced the debt settlement index, which was developed to
encourage stronger support for heavily indebted low income and financially
vulnerable people to regain control over their finances. In addition, it made
other preemptive efforts to improve the debt settlement program. These efforts
include; systemizing its criteria for debt settlement, offering debt reduction
to a wider spectrum of disadvantaged groups, promoting its debt settlement
program, writing off indemnity receivables on a semi-annual basis, and selling
off non-performing guaranteed loans to Korea Asset Management Corporation.

To identify cases of recoverable indemnity, HF has examined a wider range of
public records, including tax records kept by the National Tax Service. It has also
expanded the scope of data collection to include real estate auction data, in
order to investigate the financial position of defaulting borrowers. In addition,
the institution has established a comprehensive fraudulent loan detection
system with a set of monitoring procedures and manuals, embedded for strict
management of loan scams, preventing potential moral hazard among debtors
and improving efficiency in management of indemnity rights.
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(USD million, %)

2013 2014 2015 2016 2017 2018 2019

38,280 39,465 46,320 55,404 66,848 69,330 77,605
706 398 323 301 271 319 346
356 138 146 137 82 117 143
426 312 211 125 140 170 215
18 1 0.7 0.5 0.4 05 04
11 0.8 0.5 0.2 0.2 0.2 0.3
Recovery of Indemnity Rights by Year (USD million, %)

Category 2015 2016 2017 2018 2019

Balance of Indemnity

Rights (@) T
Amount Subrogated (b) 277 247 201 167 154
Indemnity Rights 168 158 131 105 104

RecoverEd (C) .......................................................................................................
Recovery Rate {c/(a+b)} 5.6 5.5 4.2 3.6 4.1

Debt Settlements by Year (cases, persons)

Category 2015 2016 2017 2018 2019
Debt Settlement Cases (a) 4,304 5,107 5,714 5,710 4,837
Debtors under Debt
Settlement Proceedings (b) 110,766 105,818 94,397 70,729 48,186
Debt Settlement Ratio 39 48 6.1 81 10
(a/b)



Reverse Mortgage
Guarantees

Korea Housing Finance Corporation provides Korean Home Pension, reverse mortgage program for the elderly,
aged 60 years or older. The reverse mortgage allows the subscribes to keep residing in their homes for lifetime,
while using the house as collateral to receive payments in the form of monthly annuities. As the cumulative number of
subscribers surpassed 70,000 mark at the end of 2019, the Korean Home Pension has solidified its position as a
reliable retirement financing solution for a happy retirement in the rapidly aging society.

Amount of Guarantees Supplied

9 ° 8 billion dollars

Operating Multiplier

1 5 Oo times

, ‘ Number of New Subscriptions

10,982



Program Overview and Key Details

The Korean Home Pension is reverse mortgage program guaranteed by
HF to ensure both life-long housing and financial stability for seniors, by
allowing them to put up their homes as collateral and receive monthly
payments. Following the amendment of the Korea Housing Finance
Corporation Act in January 2007, HF set up a reverse mortgage guarantee
account within the Housing Finance Credit Guarantee Fund. This laid the
legal and financial grounds for the Korean Home Pension program, which
was launched in July of that year.

The reverse mortgage program is available to seniors or their spouses,
aged 60 years or older, with a total home value of USD 777,000 or less.
The program is also open to senior households owning two homes with
a combined value of over USD 777,000, under the condition that they sell
their non-residing house within three years. Under the program, Korean
Home Pension subscribers and their spouses are guaranteed life-long
residence in the home and monthly payments from HF, in return for
providing their home as collateral.

Eligibility Requirements

Age Seniors or their spouses, aged 60 years or older
Senior households with either a single home or two or
Number more homes with a combined value of USD 777,000 or
of Homes less (Those with two homes valued at over USD 777,000
Owned combined are eligible, only under the condition of the
disposal of the non-residing home)
Eligible Home or senior welfare housing with a market value of
Property USD 777,000 or less
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The Korean Home Pension program comes with a floating rate. Korean
Home Pension subscribers may choose the 91-day CD rate plus a 1.1%p
spread, or the Cost of Funds Index (COFIX) rate plus a 0.85%p spread (based
on the initial value) at the time of subscription. Both interest rate options are
lower than market mortgage rates. Borrowers can also enjoy a range of tax
benefits, including exemption from the special rural development tax and the
obligation to buy national housing bonds at the time of subscription, a 25%
discount on property tax and a 75% discount on registration tax and the local
education tax, along with tax deduction for interest payments.

The Korean Home Pension program has two features that set it apart
from other mortgage products. First, it enables seniors or their spouses to
receive a steady stream of monthly payments, while living in their homes for
lifetime. Second, it gives them an option of drawing a portion of the loan,
within certain limits at any time when needed, to pay for medical or other
unexpected expenses.

Advantages of the Korean Home Pension

Lifelong

. Both borrowers and their spouses are guaranteed to
Residency A ; - i
d Lifelon retain ownership of their hor_nes_ and receive monthly
an g payments throughout their lifetime.
Payments
Public A government-guaranteed program with no risk of
Guarantee discontinuance of monthly payments

Floating rates applied (3-month CD interest rate +

Low Interest 1.1%p or COFIX interest rate + 0.85%p); lower rates

Rate than market mortgage rates
Lower Initial Low initial cost with the exemption of _the special
Cost rural development tax and the obligation to purchase

national housing bonds

+ A 75% discount on the registration tax and the
local education tax (available only to single-home
households, as prescribed by the Enforcement
Decree of the Restriction of Special Local Taxation
Act, with a home officially valued at USD 432,000 or
less; otherwise, a 75% discount on USD 3,500 of the
registration tax)

Tax Benefits + A 25% discount on the property tax (available only
to single-home households, as prescribed by the
Enforcement Decree of the Restriction of Special
Local Taxation Act; otherwise, a 25% discount on
USD 432,000 of the home value for those with a
home worth over USD 432,000)

- A tax deduction for up to USD 1,700 in annual
interest payments




BUSINESS PERFORMANCE

Under the program, senior homeowners have three payment options; the
Tenure Type, the Modified Tenure Type, and the Term Type. The Tenure Type
allows them to receive monthly fixed payments, without a cash withdrawal
option for the rest of their life. The Modified Tenure Type offers a combination
of monthly payments and a line of credit. This type enables them to set aside
a certain amount, up to 50% of the loan, for withdrawals at any time, and
receive a flow of monthly payments from the outstanding loan amount. Lastly,
the Term Type offers monthly payments for a specified period of time, from
10 to 30 years on a five-year basis. This type can be useful for homeowners
who prefer higher monthly payments. In addition, HF unveiled the Three
NaelibYeonKeum Loans in 2016, adding three more reverse mortgage loan
options to the product portfolio. One of the options is the Loan Repayment
Type, under which homeowners subscribe to the Korean Home Pension
program, and can take out up to 90% of the loan amounts to pay off their
existing senior mortgage loan. The second option is the Preferential Payment
Type, which offers preferential terms on monthly payments, exclusively for
low-income, low-asset senior couples with a spouse on the Basic Livelihood
Security Program, and a single home valued at USD 130,000 or less. Lastly, the
Preferential Combination Type offers a combination of the two options above.

Korean Home Pension subscribers may receive monthly payments in a straight
line or on the high-to-low payment basis. Korean Home Pension subscribers
with the straight line option receive equal monthly payments for lifetime, while
those with the high-low payment option receive higher monthly payments
than those under the straight line option for the first 10 years, before receiving
approximately 70% of the initial amount from the 11th year. The high-low
payment option is available to those on the Tenure Type or the Modified
Tenure Type. Other payment types offer the straight line payment only.

Base Capital

The base capital of the Korean Home Pension reverse mortgage account is
funded by contributions from the government and financial institutions. The
aggregate amount of the base capital and retained earnings or deficit is used
as the base capital of the account. In 2019, the net base capital reached USD
250 million, up by 25% from the previous year, while the operating multiplier
stood at 15 times, a stable level given that the statutory operating multiplier is
30times.

(USD million)

Th Base Capital of the Korean Home Pension

Category 2015 2016 2017 2018 2019

Base Capital (A) 2238 24.9 324 363 54.8
 Retained Eamings (Deficit) () 783 1045 1342 1705 1948
© NetBaseCapital (C=A*B) 1011 1294 1666 2068 2495
 GuarenteeBalance ®) 129580 170140 251720 306650 374910
o OperatmgMu ltlpller(D/C) .............. L L L - S )
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Product Design

From HF’s perspective, the Korean Home Pension program entails three major
risk factors. The first risk factor is volatility in house prices, including a lower-
than-expected increase in house prices. The second is volatility in interest
rates, which can be problematic if lending rates are higher than expected. The
last is a longevity risk where borrowers live longer than HF anticipates.

HF underwrites all these risks from financial institutions through public
guarantees. In addition to underwriting the risks, HF also designs the reverse
mortgage model based on reasonable assumptions. Built on the “Principle of
equivalence’, which ensures the present value of guarantee premium equals
the present value of expected losses, the model calculates optimal monthly
payouts for better risk management.

Guarantee

Fees

-
N B

Net Present Value of Expected [ Principle B Net Present Value of
Guarantee Premium ~  ofequivalence | Expected Loss

Monthly Payment



2019 Accomplishments

The rapid aging of the society gave rise to increased concerns over seniors
in poverty and more interest in the Korean Home Pension program for
retirement. Against this backdrop, HF has made continuous improvements to
the program to better meet the needs of senior citizens and provide stronger
support for the financially vulnerable elderly, and to ensure no disadvantaged
seniors are left in the blind spot in public mortgage program implementation.

To this end, HF first revised the Enforcement Rules of the Korea Housing
Finance Corporation Act to overhaul the existing mechanism of receiving
contributions from financial institutions, which secured a larger base of
capital for the Korean Home Pension reverse mortgage account and laid a
solid foundation to support the financially vulnerable elderly. With this base
capital, HF has raised the amount of monthly payments from Korean Home
Pension for disadvantaged seniors with low-value-homes, who are under the
Basic Livelihood Security Program. The increase spans up to 13-20% greater
than the amount offered to standard Korean Home Pension subscribers,
which bolsters the support for stable livelihood in post-retirement.

In addition, HF launched “Korean Home Pension Counseling Tour” to reach
out to senior citizens who has little access to the program due to mobility
issues or remote residential location. By offering the same level of counseling
service with that of the HF branch, the counseling made the pension program
more accessible for those seniors living in rural and remote areas.

HF also carried out a house-sharing promotion project, connecting Korean
Home Pension subscribers who have a spare room for rent with college
students who are looking for an inexpensive place to stay. Launched in
partnership with a local government, the house-sharing program has created
a new housing culture, providing elderly people with a flow of extra rent
income and emotional support, while providing college students with a lower-
cost housing option for residential stability.

AHS LU i%&!%-.—ﬂimlﬂﬂﬁf

AL 201548110 2081 2934 # By I-IF!‘EIFIE“-I.‘

MOU signed with a local government for the house-sharing program
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The Supply of the Korean Home Pension

Over the past four-years, HF has seen over 10,000 new subscription increase
for reverse mortgage loans each year. A number of factors contributed to
the steady increase, including more baby boomers reaching the retirement
age, development of new reverse mortgage products, customer-oriented
improvements to the program and various promotional efforts. In 2019,
the number of Korean Home Pension subscribers totaled 10,982, which is
1.4% year-on-year increase from the 10,237 subscribers in the previous year.
Subsequently, the amount of guarantee supply went up by 14.5% year-on-
year to USD 9.8 billion. The increase in the cumulative number of Korean
Home Pension subscribers drove its payout amount up 22.4% from the
previous year to USD 948 million. Since launch in July 2007, the Korean Home
Pension program has provided a total of 71,034 senior homeowners with USD
4.3 billion in payouts, along with USD 68.2 billion in guarantees.

To break down the reverse mortgage supply by payment type, the number
of Tenure-Type Korean Home Pension reverse mortgages stood at 6,583,
accounting for 59.9% of the total reverse mortgage supply; 2,176 Modified
Tenure Type Korean Home Pension reverse mortgages, accounting for 19.8%;
and 134 Term Type Korean Home Pension reverse mortgages, accounting for
1.2%. Of its NaeJibYeonKeum reverse mortgage supply, 614 Loan Repayment
Type reverse mortgages, 1,150 Preferential Payment Type reverse mortgages,
and 325 Preferential Combination Type reverse mortgages were provided.
These mortgages made up 5.6%, 10.5%, and 3.0% respectively of the total
reverse mortgage supply in 2019.

The statistical data on Korean Home Pension subscribers shows their average
home value amounted to USD 257,000 at the time of subscription and the
average age of subscribers was 72.2, who have received an average amount of
USD 874 in monthly payments. By housing type, apartment units accounted
for 83.3% of the total homes put up as collateral. By region, Korean Home
Pension subscription in the Seoul metropolitan area accounted for 68.6% of
the total Korean Home Pension subscriptions, with the remaining 31.4% of
the total Korean Home Pension subscriptions coming from regions outside
Seoul. This figure increased 1.0%p from the previous year. By home size,
homes with 85ni or less of floor space took up the largest share, at 80.1%, of
allhomes used as collateral.

Trends in Guarantee Supply for the Korean Home Pension by Year

Guarantees Supplied (USD million)
W Payouts Made (USD million)

® Number of Guarantees 10,982
10,309 10,386 10,237 .
e o —
6,486~ 9,788
>~ 8914 ) '
5,039 o 9984 8,854
@ 6,001
5,030
948
511 696 oo
337 351
AN BN BN BN BN BN

2014 2015 2016 2017 2018 2019



BUSINESS PERFORMANCE

Korean Home Pension Supply by Payment Type in 2019

M Tenure Type

Modified Tenure Type M Modified Term Type

(Number of Cases)

Loan Repayment Type

W Preferential Payment Type M Preferential Combination Type

1150

614

134 A

276

6,583

Characteristics of Korean Home Pension Subscribers in 2019

User Information

&

Age
72 .2 years old

Loan Information

Monthly Payment

w0 874

Collateral Information

a
i

House Type

Apartments, 83 . 3 %

eeh

House Area

85m or smaller, 80.1 %

House Value

257,000

Region

Seoul metropolitan area, 6 8 . 6 %
other regions, 31 .4 %
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Effect of the Introduction of
the Korean Home Pension

With a growing number of seniors who owns homes but does not have a
regular stream of income, the Korean Home Pension program has emerged
as an optimal financing solution for senior citizens whose assets are
predominantly tied in their homes. The program enables them to use their
homes for both financial and housing stability.

Moreover, it provides an additional layer of financial security to seniors who
often struggle to maintain their standard of living in retirement by relying on
only public and private pension plans and family support. In this regard, the
pension also reduces the government’s financial burden to support seniors.
In addition, the reverse mortgage program provides a new source of income
for senior citizens, empowering them with more purchase power, which can
boost the national economy as well.

Since its launch, the Korean Home Pension program has solidified its position
as an essential element in retirement financial planning for senior citizens,
and as one of core businesses for HF. Rather than complacent, HF will
continuously strive to secure stable supply of fund for the pension program,
with enhanced risk management and soundness of the fund.







SECTION 2

SUSTAINABLE
MANAGEMENT

To make the happy future for everyone,
HF will perform the roles and responsibilities
as a representative national housing finance corporation.



Sustainable Growth

Paradigm Establishment for Sustainable Growth

Fully recognizing the long-term value and significance of sustainable
management, HF has set a new strategic goal of ‘securing an engine
of sustainable growth for the future’ and brought sustainability into its
business operations. To this end, HF has carried out a range of sustainable
activities aligned with open innovation, including improving and supporting
accessibility of financial services of main businesses, with a launch of the New
Relief Conversion Loan in 2019. In addition, drawing on its financial know-how
and expertise, HF launched education programs tailored to the needs of
different age groups, including ‘JaeMitJiYe Lecture for College Students’, a
financial competency improvement program for job-seeking young adults,
and the ‘Retirement Financing Talk Concert for the Elderly. As the nation’s
representative public housing finance institution that pursues shared growth
with the people, HF is committed to fostering sustainable growth engine by
continuing to strive to improve the residential welfare of the public.

UNGC Participation in Pursuit of Sustainable Growth

In October 2008, HF joined the United Nations Global Compact (UNGC),
a UN pact to encourage companies worldwide to adopt the Sustainable
Development Goals (SDGs) and align the corporate strategy with the ten
principles for human rights, labor, environment, and anti-corruption. As a
signatory to the global initiative, HF submits a Communication on Progress
(COP) to the UNGC each year, reporting its progress in implementing the
principles as well as its future plans. Building on this, HF will strive to achieve
the SDGs through continued participation in the UNGC and integrate universal
values, such as human rights and anti-corruption, into its business activities.

O
nacd

This s our Communication on Progress
in implementing the princples of the
United Mations Global Compact and
supporting broader UN goals,

We welcome feedback on its conferts,

)
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Ethical Management

Under the belief that ethical management is instrumental to corporate
sustainability, HF has made continuous efforts to foster an ethical culture,
establishing policies for ethical management, providing ethics training
for employees, integrating ethics into its private-sector partnerships, and
improving systems to promote anti-corruption and integrity in management.

Establishment of Policies for Ethical Management

HF has established the Code of Ethics, which outlines the fundamental
principles and rules employees must adhere to as code of conduct and
standard for decision making. For more practical guidance at the workplace,
Standards of Conduct is devised, providing a set of detailed guidance for
ethical management.

In addition, HF has swiftly embraced ethical management guidelines
issued by government ministries and agencies, including the Ministry of
Economy and Finance (MOEF) and the Anti-Corruption and Civil Rights
Commission (ACRC). In 2019, the institution adopted the MOEF Guideline
for the Eradication of Gapijil (abuse of power) in Public Sector for application
to its practices and disseminated it to all departments at the head office
and branches. HF also carries out the Corruption Impact Assessment, first
introduced by the ACRC, at the time of revising its internal regulations,
identifying potential corruption risks and recommending mitigation
measures. Moreover, it has realigned the Standards of Conduct and other
internal regulations with the latest statutory recommendations on the
operation of public organizations, as the Improper Solicitation and Graft
Prevention Act came into force. With these prompt responses to government
guidelines, HF has worked to strengthen preemptive monitoring of employee
conduct and, thereby, manage corruption risks in the workplace.

HF has various internal bodies devoted to ethical management, including
Ethical Management Consultative Group, the highest deliberative body
chaired by the CEO to raise awareness for ethical management, Ethical
Management Ombudsman, HF Integrity Leader, Integrity Advisory Committee,
and Anti-Corruption Promotion Task Force. Through these organizations, HF
has implemented ethical management policies, in close partnership with the
management, employees and external professionals.

Ethical Management Training and Collaboration with the
Private Sector

In a bid to cultivate ethical values in the workplace, HF has continued to
strengthen employee training programs, providing educational courses on
general ethics principles and the Corruption Impact Assessment and keeping
employees up to date with the latest ethical issues on the back of enactment
of Improper Solicitation and Graft Prevention Act, other anti-corruption laws,
and the revised Code of Conduct for Public Officials. It also offers different
training courses customized to different stages in the life cycle of a public
career, such as Anti-Corruption Expert Training for ethical management
officers, Anti-Corruption Training for personnel working in corruption-prone
areas, the HF Integrity Leaders’ Workshop for its departments and branches,
and diverse leadership courses for new hires and different ranks.
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To raise awareness for integrity and anti-corruption initiatives, and encourage
participation of employees, HF organized new employee events in 2019,
such as ‘YeokJiSaJi, Compassionate HF’ and the ‘Integrity Golden Bell Quiz.
It also publishes “Cheongbaji,” a periodic newsletter on integrity, seeking
out and spreading good practices on anti-corruption in the organization. In
addition, HF runs the Integrity Mileage Program and uses the Common Key
Performance Indicators for Ethical Management, offering greater incentives to
employees with innovative anti-corruption ideas.

At the same time, HF has expanded anti-corruption efforts by serving as an
operating member of the Busan Public-Private Network for Transparency in
Society and the Busan Public-Private Council for Integrity in Society, sharing
anti-corruption and integrity-building know-how with Busan Metropolitan
City, 48 public agencies, and 87 civic organizations and contributed to the
dissemination of the anti-corruption drive of the government.

To cultivate a culture of integrity both within and outside the organization,
HF will continue with its two-track approach; developing effective ethics
training programs for employees, while reinforcing collaborative alliances and
partnerships with other public institutions for better information-sharing on
ethics management.

Anti-Corruption and Integrity-Building Efforts

HF strives to prevent corruption in business operations. In particular, it has
designed a hiring process to effectively eliminate irregularities in recruitment.
It starts with its recruitment notice that states recruitment will be cancelled
when the person turns out to be involved in a fraudulent activity or
representation. The application document is screened by multiple assessors.
HF also requires all interviewers to submit a covenant of integrity and gives
all applicants a blind ID for fair and unbiased interviews. Moreover, when
signing a contract with external recruitment agency, HF put in place the
competitive bidding and open negotiation. In recognition of best practices for
fair and blind hiring of HF, the Ministry of Economy and Finance awarded the
institution with the Minister Prize in 2019.

2 YE P AXIMX], BUHF B T
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43

In addition, HF is committed to advancing integrity with external stakeholders.
In order to further spread a culture of fairness outside the organization, it has
established a dedicated task force team to detect and improve any unfair
practices with its business partners and customers. Furthermore, it has set up
a win-win model for HF and its business partners and has revised the Korean
Home Pension terms of use to eliminate unfair contract terms.

For greater management transparency, HF discloses business expenses of
CEO and other senior management on the company website, as well as any
new contract signed by the institution. The scope of information disclosure
also covers internal audit results and meeting minutes, along with key
programs to be executed at the department level.

Through all of these systematic anti-corruption and integrity-building efforts,
HF achieved an excellent grade (Grade II) in the comprehensive integrity rating
in 2019, securing position as the nation’s first public financial institution that
has maintained an excellent level of integrity for ten consecutive years since
2010. It was also selected by the Anti-Corruption and Civil Rights Commission
for outstanding practice in building a culture of integrity, exempting it from
the annual public-sector anti-corruption assessment, which covers 270 public
institutes and agencies across the nation.

HF is determined to earn public recognition as the nation’s leading public
financial institution by fulfilling our core mission of providing housing finance
services, preventing corruption, and promoting integrity.

Human Rights Management

After declaring 2019 as the first year of introducing and implementing
human rights management, HF has striven to build a system for human
rights management and promote a culture of respect for human rights.

Over the course of the year, HF conducted a survey of all its branches on
human rights practices, promoted its anonymous reporting system, and
offered human rights consulting services to listen to voices of employees. It
also carried out human rights impact assessments on its major projects, for
any damages caused to local residents or its business partners, as well as
industrial safety at the workplace during the project execution and follow up
with findings accordingly.

HF will continue to improve human rights protection system through annual
human rights impact assessment, and carry out education and promotion
programs to disseminate a culture of human rights respect.



Internal Controls

Under the vision of ‘Open audit based upon trust and communication,
HF has built internal control system to disseminate social values and drive
sustainable management.

Its internal audit structure consists of a standing Auditor and Auditing Office.
The operations, budget, and performance evaluation of Audit department
are separate from the Executive body, thus ensuring their independence. The
Auditor attends meetings of the Board of Directors and Management Council
to comment on internal controls. The Audit Office audits and oversees the
activities of the Executive Group, providing a system of checks and balances.

The four basic principles of audits at HF are: ‘System Audit’ to improve
management practices through a comprehensive inspection and evaluation
of the entire management system, ‘Open Audit’ to share audit procedures
and outcomes, ‘Preventative Audit’ to enhance the effectiveness of audits by
focusing on prevention and deterrence rather than detection, and ‘Integrity
and Ethics Audit’ centered on workplace integrity and corporate ethics. In
addition, HF has adopted a public interest exemption system, motivating
employees to perform their services in the public interest and, thereby,
advancing public value.

Depending on the scope and methodology, there are different types of
audits, including integrated audits, specific audits, cyber audits, routine
audits, and branch and department audits. The scope of all audits, in
principle, covers the entire organizational structure and operations with a
particular focus on higher-risk areas. With these audits, HF aims to encourage
proactive public administration, thus preventing rigid, unresponsive public
services. Given the specific nature of its business environment, HF has
enhanced the diversity and expertise of its audit techniques to minimize
blind spots in audit.

At the same time, HF has internal controls especially designed to effectively
address risks inherent in its business activities. According to these internal
controls, it classifies financial and non-financial risk factors by frequency and
effects and develops countermeasures appropriate to the level of severity.
Such risk factors are managed at three levels: first at each department and
branch, then at the Internal Control Department, and finally at the Auditing
Office. This three-tier system ensures no gaps in risk management.

In addition, HF has exerted its best efforts to better diagnose and improve
the functions of its internal controls and strengthen the Auditor’s capacity.
For instance, it has included inside and outside experts in its audit feedback
system, enabling them to share their insights on audit quality, procedures,
and findings. To support its internal audit personnel to maintain their
professional skills and ethics, HF provides them with training by job rank and
assesses their ethical standing and conduct on a regular basis. All of these
measures helps HF make continuous advance on internal control system.
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Risk Management

For stability and sustainable growth of business, HF strives to maintain an
adequate level of risk management. It has an independent and specialized
risk management framework in place, ensuring preemptive and effective
management of various risks.

Basic Principles of Risk Management

HF has organized a risk management unit separate from its business units
to ensure a proper checks and balances system. To prevent excessive
risk concentration in any one business unit, it allocates risk management
resources across business units in consideration of their revenue-generating
capacity and financial and business environments. This decentralized
approach helps HF maintain risks at an acceptable level across the board.
In addition, it monitors risk factors from the stage of new product planning,
strengthening its preventative risk management and developing concrete
contingency plans against unexpected risks.

Risk Management Organization

As HF’s top decision-making body for risk management, the Risk
Management Committee is the subcommittee of the Board of Directors that
is responsible for overseeing corporate risk management. Chaired by a non-
executive director and composed of a majority of non-executive members
to ensure independence and transparency, the committee devises basic risk
management policies and strategies and determines the total amount of risk-
adjusted capital and other exposure limits by risk type. To assist the work of
the committee, HF has in place the Risk Management Review Council. This
council deliberates and makes decisions on individual exposure limits to each
risk factor and key risks associated with its business operations, including
securitization, housing finance credit guarantees, and reverse mortgage
guarantees. It also has the Risk Management Working Group in place for
working-level consultations on detailed and practical matters.

Risk Management Organization Structure

Risk Management S
Advisory Group
Foreign Exchange Risk Risk Management Risk Management
Management Committee Officer Committee

Risk Management
Council

Risk Management
Department

Risk Management
Working Group
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Corporate Risk Management System

Operate a risk consultative body
Monitor the amount of risk

Control the total risk amount

to an acceptable level

- Risk Management

+ Exchange Risk Management
Committee

+ Risk Management Advisory
Council

Committee
- Risk Management Council
- Risk Management Working
Group
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Risk Management by Risk Type Liquidity Risk

HF manages credit risk, market risk, liquidity risk, interest rate risk, and
operational risk related to securitization, housing finance credit guarantees,
and reverse mortgage guarantees.

Credit Risk

Credit risk is the risk of loss resulting from a borrower’s default or a
deterioration of borrower’s credit rating. To address credit risk, HF has set
up a credit assessment process in each business group. It also allocates its
aggregate exposure limits across business groups and estimates actual level
of exposure on a regular basis to ensure the compliance, which helps HF keep
the credit risk at an appropriate level.

HF has also built a credit risk measurement system to control risks associated
with its loans and credit guarantee programs and payment guarantees on
MBS. In addition, HF has enhanced the soundness of its loans and guarantees
by improving the validity and fairness of the credit scoring system (CSS) and
mortgage scoring system (MSS) through periodic reconstructions of scoring
models, quantifying the eligibility criteria for credit guarantees for home
builders, and conducting post-origination monitoring with its own behavior
scoring system (BSS).

Market Risk

Market risk is the risk of loss from unexpected fluctuations in the market,
including changes in interest rates, stock prices, and foreign exchange rates.
In order to manage these market risks in an effective and timely manner, HF
allocates market risk limits across business groups and constantly monitors
compliance with exposure limits and utilization rates through its market risk
management system.

Liquidity risk is the risk of loss resulting from the inability to meet payment
obligations due to a mismatch of maturities in financing and fund
management, and unexpected cash outflows, as well as from raising
additional funds or selling liquid assets on unfavorable terms to address
liquidity shortfalls.

HF monitors and reports on liquidity indicators, such as guarantee payments,
liquidity ratios, and liquidity gaps, by embedding a fund management and
analysis function in its structuring model (STM) and risk management system,
thus managing liquidity risk in an preemptive manner.

Interest Rate Risk

Interest rate risk refers to the risk of decline in net interest income and net
asset value due to increased uncertainty over the cash flows of assets and
liabilities, caused by interest rate movements in volatile market. HF manages
the risk by allocating an appropriate amount of exposure limits to interest
rate risk and monitoring compliance with the limits through the asset liability
management technique (ALM), as well as constantly measuring duration gaps
and break-even interest rates.

Operational Risk

Operational risk is the risk of loss arising from an improper or incorrect
internal procedures, errors by personnel and/or systems, along with external
incidents. HF keeps the risk to minimal levels by regularly inspecting and
auditing operational risks, conducting contingency plan training to respond to
potential system failures, and strengthening ethics and occupational training
to preventincidents.
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CSR Activities

Under the aim of fulfilling its corporate social responsibility (CSR) and creating
sustainable value, HF has engaged in various social outreach activities led
by the Bogeumjari Volunteer Corps, its employee volunteer group led by
the CEO and the labor union president. It has developed not only volunteer
programs relating to its main businesses, such as housing welfare and senior
welfare promotion programs, but also new programs to address social issues,
including job creation, social economy, environmental protection, and safety.
It has also carried out local community-friendly CSR projects to stimulate
the local economy and resolve social issues within the community, thereby
promoting shared growth.

These efforts have led to external recognition including excellence award at
the 2019 Busan Innovation City’s Shared Growth Competition and receiving
a certificate of commendation for senior job creation from the Busan
Metropolitan City.

HF is committed to pursuing more impactful CSR initiatives by reflecting the
opinions of internal and external stakeholders, while realizing its core CSR
values of mutual prosperity, sharing, engagement, and job creation.

Major CSR Activities

Housing Welfare Projects for a Cozy, Happy Home

As a housing finance institution, HF carries out various CSR projects related to
its main businesses. Most notably, HR initiated the ‘HF Dream House Project;,
ahome renovation and repair program for socially vulnerable groups. In 2019,
the project renovated homes for 145 households, offering them a safe and
quality residence. In April 2019, HF set up 283 canopies at makeshift homes
built for those dislocated by wildfires in Gangwon-do, providing them with
protection from bad weather and assisted prompt recovery.

Another major project is the Community Facility Support Project. Under this
project, HF built facilities for every-day use, such as a shared laundry room
and kitchen, in two dilapidated downtown areas in Busan in 2019. The drive
successfully promoted a sense of community and social exchanges among
neighbors, improving the living environment and residential welfare of the
under-served residents in the region.

In addition, HF runs the Young Adult Housing Security Program, with an aim
to support economically disadvantaged young adults with monthly rent
loans. Under the program, HF provides loans with concessional interest rate
for up to 13 years, easing housing cost burden for the youth and helping them
take afirst step for financial independence.

These broad-ranging CSR programs are pivotal to HF’s ongoing efforts to
advance the housing welfare and the quality of life in local communities.

Senior Welfare Projects for a Healthy and Secure Retirement

In 2019, HF implemented outreach programs to provide underprivileged
seniors with financial and emotional support. In particular, it put special
emphasis on ensuring a secure retirement life for neglected older adults by
invigorating their everyday exchanges and bonds with their neighbors and
promoting their self-reliance.
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“HF Happy Care Service” was launched in August, hiring 40 senior caretakers
to provide seniors living alone with daily support, housing care, connection
to their neighbors, other personalized services for convenience. This program
is particularly meaningful in that it adopts a form where healthy seniors help
other emotionally vulnerable seniors who are living alone, thereby building
emotional bonds and a broader social network while keeping them from left
alone even after dead.

In October, HF unveiled ‘Fire Safety Keepers’ program, where 441 seniors
aged 60 or older are hired to install fire extinguishers, smoke detectors, and
other fire safeguards. They also work to offer safety education for those living
in poor housing conditions. Since launch, the program has helped a total of
8,781 households, while creating quality jobs for seniors and promoting fire
safety ina community.

Another HF senior welfare program is “HF Lifelong Education Program for the
Elderly.” Under this program, HF employees offer one-to-one Korean lessons
for free to help illiterate seniors pursue their academic dreams. “Cool Breeze
Sharing Program” is another representative program, in which HF donates
electric fans and other cooling appliances to seniors, to help them better
prepare for summer heat waves. HF also expanded senior support programs
to culture. With the ‘Happy 100-Year Life Program’, it provides seniors with
cultural activities that enrich retirement life.
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HF CSR Plans

Community Welfare Programs as Part of the Community In the coming years, HF will strengthen both housing finance-related strategic

Since relocating the headquarters to Busan in 2014, HF has provided various projects for greater shared value and local community-friendly initiatives,

community development programs tailored to promote economic development to better address the local needs for housing welfare, jobs, environmental
in the region as a socially responsible part of community. In 2019, HF implemented protection, and neighborhood safety, which will contribute to the
the ‘HF Mobility Service for People with Disabilities’ to provide free vehicles to local development of the local economy and a culture of mutual prosperity.
welfare centers for the disabled. This enhanced the mobility of the disabled and
made it easier for social welfare service workers to visit them. HF also carried out the
‘HF Busan Environment Safeguard Program’, which involves installation of safety
facilities, such as safety staircases, information boards, and safety rails. It also led the
environment conservation activities for hiking trails frequented by Busan citizens,
mostly in the green spaces near Mt. Hwangryeong, Mt. Jang, and Mt. Baekyang.

In this regard, HF plans to develop new programs to increase housing security
for infants, children, and young people living in poor living conditions. It
will also launch ‘Employment Program for People Aged 50 or Older’ to
support the middle-aged group’s re-entry into job market. Another plan is to
implement ‘Senior Safeguard & Employment Program’, which will provide a
jobs to seniors, as well as provide safeguards for the elderly who are living in a
To revitalize the local economy and neighborhoods, ‘HF Local Produce Sharing crime-prone areas.

Events’ was held, where HF purchased local farm products for households, who

would otherwise not be able to afford locally-grown produce. In addition, HF put On the environmental front, HF is preparing ‘Eco-Friendly Electric Vehicle

in place ‘HF Scholarship for Disadvantaged Students), for local talents from low- Df)nation Pro.gram’. to purchas.e locally—manufacturgd, er.wironmentally-
income households. Selected students were invited to attend the scholarship friendly electric vehicles for social welfare centers, which will promote both
award ceremony and could take pride in receiving scholarship. In the meantime, environmental conservation and competitiveness of the local economy.

to facilitate employee engagement in those CSR efforts, HF organized “Angel of
Hope Project,” where employees can donate their skills and talents and take part
in various volunteer activities. In addition, ‘HF College Volunteer Corps), offering
opportunities for college students to practice the value of shared growth and foster
a culture of sharing in the community.

Lastly, it will heed the voices of various beneficiary groups and local residents,
while encouraging its employees to join more beneficiary-oriented CSR
efforts. HF is fully committed to ongoing improvement of the quality of its CSR
programs and becoming a leading public institution in social value creation.

In addition to such activities, HF leverages its nationwide network of 25 branches and
offices to offer social contribution activities, tailored to the needs of each region.
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Information Systems

As the ICT-driven Fourth Industrial Revolution continues to usher in a new era
of digital transformation, HF proactively responded to the rise of digitization
with innovative financial services in 2019.

Next-Generation Information System Project:
1st Phase Commenced for Analysis and Design

To better adopt the four emerging technological innovations of artificial
intelligence, blockchain, cloud computing, and data analytics, often dubbed
ABCD technologies, and improve productivity and customer satisfaction,
HF has been accelerating its new-generation information system project
to rebuild all of its business processes. The two primary purposes of the
project are to enhance customer convenience through non-face-to-face and
paperless financing processes and to improve work efficiency through system
analysis and design for a new ICT-enabled work environment.

Speedy, Accurate, and Secure Digitized Services

In 2019 alone, HF completed 34 IT projects, embedding blockchain-based
authentication, an integrated scraping platform, cloud computing, and other
new IT techniques into its services. This digitization led to better external
customer satisfaction and internal business process.

HF Widely Recognized for Excellence in Information Security

HF was ranked first in the annual information security assessment conducted
by the National Intelligence Service (NIS) for three consecutive years. It also
joined the NIS Cyber Guard Training and the Financial Security Institute’s
Computer Incident Response Training, earning recognition for its internal
response capacity. As the nation’s only public financial institution with its own
cyber security center, HF has built a real-time cyber threat response system,
which enabed integrated information security management across its entire
organization.

Greater ICT Value from Partnerships with Other Public Agencies

HF has created social value in information technology partnerships with
other public agencies. It signed an MOU with the Busan IT Industry Promotion
Agency, providing its publicly available data to small tech companies and
smart tech startups, helping them create more jobs in the region. It also
provided some 500 elementary school students in three schools with digital
etiquette training and mobile programming theory with practice sessions.

KOREA HOUSING FINANCE CORPORATION ANNUAL REPORT 2019

Housing Finance Research and Statistics

HF has established Korea Housing Finance Research Institute, its think tank
that conducts various surveys and research projects on the housing and
housing finance markets to support housing finance policies.

Housing Finance Research

In 2019, Korea Housing Finance Research Institute carried out 23 research
projects and published 10 issue reports. This vigorous research work on the
housing and housing finance markets contributed to the stable development
of related areas.

Research Projects in 2019

Study on How to Introduce Mortgage Insurance

Study on Approprrate Early Termlnatron Fees

Correlatlon Analysis Between a Combrned Matrix of DTI and LTV
L|m|ts and Del|nquency and Default Rates

Analy5|s of Social Bond Issuance in Korea and Abroad

Study on Future D|rect|ons for Guarantee Support Through
Analysrs of the Dlstnbutron of Housrng Types

Case Study on Overseas Reverse Mortgage Practices

Study on the Improvement of Stress Test Modelling for HF and
the Housrng F|nance CredIt Guarantee Fund

Study on the ReveancatIon of the Reverse Mortgage- Assocrated
Busrness Risk Measurement System

_ Housing Assessment of Factors Related to Early Termrnatron of Reverse
Finance Market
L Mortgages and Thelr Impl|cat|ons
and Policies .

Study on the Ver|f|cat|on of the Appropnateness of the Guarantee
Payment Estrmatron Model for Mid- to Long Term F|nancral Plannlng

Study on the Development ofa Demand Estimation Model for
M|d to Long Term Management Plannlng

Study on the Ver|f|cat|on and Improvement of the Fund s Target
Return SettIng Process

Study on Social Value Measurement and AppraIsal Methods

Study on the Introductlon of an MBS Buyback System

Study on HF’s Guarantee Payment Estrmatron Model

Comparative Analysrs of Retirement Income Generatrng
Methods Using Home Ownershlp

Analy5|s of the Ef‘fect of Reverse Mortgages on the Natlonal Economy
2019 H1 Housing Market Analysis

Study on Trends in and Causes of Property Price DecouplIng
Between the Seoul Metropolitan Area and the Busan-Ulsan Area

Analysis of Housing Conditions in Non-Metropolitan Areas

Housing Market Using Public Data
and Policies

Analy5|s of the Impact of Housmg PolIC|e5 on the Housmg Market

Study on the NeceSSIty of F|nancmg A55|stance Policies to
Allevrate the Problems of Abandoned Propertles

2019 Housrng Market Analysrs and Prospects

MORE STORY — https://www.hf.go.kr/researcher/index.do
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Housing Finance Statistics

Under the approval of Statistics Korea, the Research Institute prepares and
publishes “Housing Finance and MBS/MBB Securitization Statistics” and
“Survey on Housing Finance and Bogeumjari Loans,” providing statistical
services for external users. It also releases periodical publication entitled
“Housing Finance Research.” Featuring columns contributed by domestic and
foreign housing finance specialists and articles on housing market issues and
prospects, the periodical keeps market participants informed on the latest
trends of housing finance market and assists policymakers in determining
housing finance policies.

“Housing Finance and MBS/MBB Securitization Statistics” was first approved
in 2005. As of 2019, it disclosed statistical reports on 35 indicators, including
the Korea-Housing Affordability Index (K-HAI), Korea Housing Opportunity
Index (K-HOI), Bogeumjari Loans, mortgage-backed securities, Housing
Finance Credit Guarantees, and the Korean Home Pension, through Housing
Finance Statistics (HOUSTAT), which is HF’s housing finance statistics portal,
and Housing Finance Research.

As parts of its tireless efforts to offer user-friendly services, its housing
finance statistics system obtained a web accessibility certification from
Korea Federation of Organizations of the Disabled and Korea Institute of Web
Accessibility Certification and Value. To provide accurate and reliable statistics,
HF has maintained Statistics Korea’s highest quality test rating of Excellent for
the past five years.

HEUSTAT BADE SR WEBS DpmAN RSN A

In June, the Research Institute successfully organized the 2019 Housing
Finance Conference to explore future directions for the development of
housing finance at home and abroad. First launched in 2010, it had been
held as an annual academic forum. However, in 2019, it was expanded into a
conference attended by both renowned housing finance and housing market
experts and ordinary citizens.

In 2019 conference, Deborah Lucas, Sloan Distinguished Professor of Finance
at MIT’s Sloan School of Management, delivered a keynote speech, sharing
numerous cases of housing finance in Korea and abroad. Held in Busan for

]

the first time in the format of an open forum, the conference helped HF fulfill HLSIal TR PR | S B
its responsibility for balanced regional development as a public institution. oo v e -]
A T —— [ TS
- e ] el - EmEn e =
Screenshots of HOUSTAT
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Indices from Housing Finance and MBS/MBB Securitization Statistics

It measures median household It measures the share of homes

Index income relative to the income sold in an area that would have
Definition needed to purchase a median-priced been affordable to a family
house using a standard loan. earning the local median income.
Calculation Incgme availablefog l}fuglwb?rofhohmes( ) 7
mortgage repayments available for purchase(n
Vethod _MOTIEAE IEPAYMENT ¢ 1o~ Valablelorpurcnasen 5 1go
Median household income Number of all homes(N)
Key Mortgage rates, household Mortgage rates, household incomes,
Variables incomes, and home prices home prices, and housing stock
Disclosure
Quarterly Annually

Cycle

At the same time, to fully grasp the current trends in the use of housing
finance and Bogeumjari Loans, Korea Housing Finance Research Institute
has conducted and published “Survey on Housing Finance and Bogeumjari
Loans” since 2005, which earned national statistics designation in 2006.

The Survey was introduced to study both public awareness of housing finance
and the public’s use of HF home financing services and thereby provide basic
information for the long-term, stable supply of housing finance. In 2019,
the survey was conducted on 5,000 households and 2,000 households with
Bogeumjari or Didimdol Loans via door-to-door and telephone interviews.
Thanks to the Institute’s continuous efforts to control and improve quality, the
survey has earned Statistics Korea’s highest quality test rating of Excellent for
three yearsin a row.

The Institute also publishes “Housing Finance Research,” a periodical
dedicated to the housing finance sector, which comprises feature articles on
housing finance, analysis and prospects of housing market issues, and HF
operational statistics. For the reader’s convenience and ease of accessibility,
the periodical is posted on the Institute’s webpage, as well as distributed
to some 500 institutions, including the National Assembly, government
agencies, financial institutions, and research centers, and widely cited for
various purposes.

o Erisimn

Housing Finance Research
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International Cooperation

Enhanced International Standing as Asia’s Leading Housing
Finance Institution

HF has played a leading role in numerous housing finance conferences,
bolstering cooperative relations with its foreign counterparts by sharing
pressing issues and coordinating policies.

In particular, in September 2019, HF successfully hosted the 2019 AFIS*
Conference and ASMMA** General Assembly in Busan. Marking their sixth
gatherings, the 2019 AFIS Conference and ASMMA General Assembly drew
some 150 participants from the World Bank, Asian Development Bank, other
international financial organizations, ASMMA member institutions, Financial
Services Commission, Busan Metropolitan Government, other central and
local governments, global financial institutions, and news agencies, providing
an opportunity to explore future directions for the advancement of the Asian
housing finance market.

* Asian Fixed Income Summit
** Asian Secondary Mortgage Market Association

The 2019 AFIS Conference was held under the title “The New Era of Mortgage
Finance.” The conference featured presentations and floor discussions by
industry experts and leading scholars on ESG (Environment, Society, and
Governance) bonds, long-term bond and securitization markets, and reverse
mortgages. At the 2019 ASMMA General Assembly, 12 Asian housing finance
institutions discussed issues and sought future cooperative measures to
advance the regional housing finance market.
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As a leading housing finance institution in Asia, HF holds international
finance conferences, sharing key housing finance issues and cases at home
and abroad, presenting directions for the development of the Asian housing
finance market, and raising Busan’s status as a fast-rising international
financial hub in the global finance community.

In 2019, it signed MOUs with Malaysian national mortgage corporation
Cagamas Berhad, Kyrgyzstan’s State Mortgage Company, and Armenia’s
National Mortgage Company (NMC), laying the foundation of exchange
and cooperation for the further development of Asia’s housing finance and
housing markets.

The 6" ASMMA General Assembly in 2019

In addition, HF joined the first annual ISMMA™ general assembly and the
World Bank Group’s Global Housing Finance Conference held in Kuala
Lumpur, Malaysia, in 2019, firmly cementing its standing on the global stage.
At the ISMMA general assembly, HF discussed online cooperation measures
and regional market trends with officials from Canada Mortgage and Housing
Corporation (CMHC), Caisse de Refinancement de ['Habitat (CRH) in France,
other major global securitization corporations, and the World Bank. The
HF CEO Lee joined the Global Housing Finance Conference as a panelist,
introducing the nation’s public mortgages and its MBS issuance experiences
and sharing his insights on the role of Asian state-run mortgage corporations
and related policy suggestions to improve the housing welfare of the public.

* International Secondary Mortgage Market Association

Furthermore, HF joined other international gatherings, such as the
General Assembly of the European Covered Bond Council (ECBC) and
the Annual Meeting of Asia Development Bank (ADB), sharing its role and
accomplishments in relation to housing finance policies. As it chairs the
2020 ASMMA General Assembly, HF will strengthen the existing cooperative
frameworks among Asian housing finance corporations and thereby
contribute to the advancement of the region’s housing finance market.

Increased Exchange and Cooperation with Overseas Housing
Finance Institutions

As part of the Asian Friendship Program, HF has signed MOUs with other
Asian housing finance institutions. Under the MOUs, it has carried out a
range of exchange and cooperation programs, including joint seminars and
workshops and individual training sessions, thereby actively transferring its
housing finance expertise and know-how.
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MOU Signed with Malaysian National Mortgage Corporation Cagamas Berhad

In particular, HF invited an Armenian delegation from the National Mortgage
Company and Central Bank of Armenia and other Armenian financial
institutions to its headquarters in Busan to share its housing finance know-
how. It also provided officers from the Central Bank of Indonesia with training
on its key businesses, including public mortgages and reverse mortgages,
offering policy implications on how to improve the Indonesian mortgage market.

HF will further expand its infrastructure of exchange and cooperation with
the World Bank, Asia Development Bank, other international organizations,
and numerous housing finance institutions of developed and developing
countries, in order to promote more systematic and effective international
exchanges and cooperation.
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KOREA HOUSING FINANCE CORPORATION
FY 2019 Financial Results

Financial Summary

To ensure transparency and reliability in the management, HF receives a yearly external audit from an accounting firm on the settlement of HF accounts, Trust
accounts, and the Housing Finance Credit Guarantee Fund accounts, including Reverse Mortgage Guarantee accounts. HF is required to submit the financial
reports of HF and the Fund to the chairperson of the Financial Services Commission after the resolution of the Board of Directors and the Housing Finance
Steering Committee, pursuant to the Act on the Management of Public Institutions and the National Finance Act, respectively.

Since the adoption of K-IFRS for fiscal year 2013, HF has prepared consolidated financial statements, which collectively aggregate HF accounts, Trust accounts,
and its subsidiary’s accounts, as well as separate financial statements, which state HF accounts and Trust accounts created after January 1,2012. In addition,
HF settles the Housing Finance Credit Guarantee Fund accounts and Reverse Mortgage Guarantee accounts as a single reporting unit in accordance with the
National Accounting Standards.

The financial statements of HF and the Fund for FY 2019 were audited by Ernst & Young HanYoung, which expressed an unqualified opinion thereon.

For FY 2019, HF posted a consolidated net profit of USD 213 million, a decline of USD 5 million from the previous year. As a result, HF recorded a year-on-year
increase of USD 241 million to USD 3.086 billion in total capital. During the same period, the Housing Finance Credit Guarantee Fund recorded a net profit
of USD 939 million, marking a year-on-year decrease of USD 43 million. This increased the Fund’s total net asset value to USD 7.305 billion, a rise of USD 963
million from the previous year.

Korea Housing Finance Corporation

In accordance with K-IFRS, HF prepares consolidated financial statements, which include HF accounts, Trust accounts, and its subsidiary’s accounts, for
statutory purposes.

As of the end of FY 2019, HF’s total assets stood at USD 113.770 billion, a year-on-year increase of USD 7.226 billion. This is attributable to an increase in loans of USD
5.152 hillion, due to the expanded supply of the Bogeumjari Loans and other public mortgages, as well as an increase in deposits and securities of USD 2.056 billion.

HF’s total liabilities rose to USD 110.686 billion, up by USD 5.987 billion from the end of the previous year. There are two main reasons for the increase; an
increase of USD 5.006 billion in securitized debts due to a growth in the issuance of mortgage-backed securities (MBS) and mortgage-backed bonds (MBB),
and an increase of USD 1.805 billion in borrowings.

Consolidated Statement of Financial Position (USD million)
Cash & Deposits 5,787 4,287
Securities 1,321 765
Loans 106,210 101,058
Other Assets 452 433
Total Assets 113,770 106,544
Borrowings 2,755 950
Securitized Debts 107,070 102,064
Other Liabilities 861 686
Total Liabilities 110,686 103,699
Paid-In Capital 1,734 1,657
Retained Earnings (Deficits) 1,358 1,227
Capital Adjustments, Etc. AT A39
Total Capital 3,085 2,844
Total Liabilities and Capital 113,770 106,544

53



—— KOREA HOUSING FINANCE CORPORATION ANNUAL REPORT 2019

KOREA HOUSING FINANCE CORPORATION
FY 2019 Financial Results

HF’s operating income for 2019 reached USD 3.267 billion, an increase of USD 211 million year-on-year. Interest income, fees, and commissions stood at USD
3 billion, up by USD 136 million from the previous year due to an increase in the volume of loans. Other operating revenue stood at USD 268 million. This can
be broken down into USD 199 million in gains on derivatives valuation and transactions; USD 17 million in gains on foreign currency translation; and USD 52
million in other operating income.

During the same period, operating expenses rose by USD 182 million to USD 3.964 billion. Among the expenses, interest, fee, and commission expenses
amounted to USD 2.559 billion, up by USD 93 million from the previous year due to an increase in securitized liabilities. Other operating expenses totaled USD
405 million, the aggregate of USD 205 million in losses on derivatives valuation and transactions and USD 200 million in miscellaneous other operating expenses.

Income tax expenses increased by USD 33 million from the previous year, to USD 89 million due to a reduction in the tax-cut rate for corporations relocated to
regions other than the Seoul Metropolitan Area. This resulted in USD 213 million in net profit, slightly down by USD 5 million from a year earlier.

Consolidated Statement of Comprehensive Income (USD million)

Operating Income 3,267 3,056

Interest Income 2,960 2,834

Fees and Commissions 40 30

Gains on Derivatives Valuation and Transactions 199 136

Gains on Foreign Currency Translation 17 8

Other Operating Income 52 48
Operating Expenses 2,964 2,782

Interest Expenses 2,418 2,322

Fee and Commission Expenses 141 144

Bad Debt Expenses 6 6

Losses on Derivatives Valuation and Transactions 205 122

Losses on Foreign Currency Translation 59 68

Other Operating Expenses 4 4

Sales and Administrative Expenses 131 116
Operating Profits 303 274
Other Profits Al -
Profits Before Income Taxes 302 274
Income Taxes 89 56
Net Profit 213 218
Other Comprehensive Income or Losses 23 A21
Total Comprehensive Income or Losses 236 197

54



—— APPENDIX

KOREA HOUSING FINANCE CORPORATION
FY 2019 Financial Results

Housing Finance Credit Guarantee Fund

With the National Accounting Standards adopted in 2009, HF settles the accounts of the Korea Housing Finance Credit Guarantee Fund by aggregating them
with the Reverse Mortgage Guarantee accounts. As of the end of FY 2019, the Fund’s total assets reached USD 7.722 billion, a year-on-year increase of USD
967 million. This increase represents a growth in operating funds, driven by a steady inflow of guarantee fees and contributions. Current assets stood at USD
5.609 billion, up by USD 746 million from the same period a year earlier. Investment assets reached USD 1.456 billion, an increase of USD 177 million from the
previous year. Other non-current assets recorded USD 657 million, up by USD 44 million compared to the end of FY 2018.

Total liabilities reached USD 417 million, up by USD 4 million year-on-year, as unearned revenue increased due to growth in guarantees outstanding. More
specifically, current liabilities reached USD 82 million, up by USD 14 million from the same period a year earlier, while long-term provisions decreased by USD
19 million to USD 297 million during the same period. Other non-current liabilities rose to USD 38 million, up by USD 9 million from the previous year.

Statement of Financial Position (USD million)
Current Assets 5,609 4,863
Investment Assets 1,456 1,279
Tangible & Intangible Assets 0 0
Other Non-Current Assets 657 613
Total Assets 7,722 6,755
Current Liabilities 82 68
Long-Term Provisions 297 316
Other Non-Current Liabilities 38 29
Total Liabilities 417 413
Net Base Assets 2,787 2,787
Reserves and Surpluses 4,491 3,552
Net Asset Adjustments 27 3
Total Net Assets 7,305 6,342
Total Liabilities and Net Assets 7,722 6,755
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KOREA HOUSING FINANCE CORPORATION
FY 2019 Financial Results

The total cost of the Program totaled USD 88 million for the year, up by USD 40 million year-on-year, as bad debt expenses increased as a result of expenses
incurred from the write-off of indemnity receivables. The Program’s income stood at USD 210 million, down by USD 20 million from a year earlier, due to a
decrease in reversal of provision for the write-off of indemnity receivables.

The Program recorded a year-on-year increase of USD 34 million in non-distributable income to USD 139 million. This is mainly due to an increase of USD 17
million in interest income from the higher volume of operating funds, as well as an increase of USD 17 million in asset disposal gains. Non-exchange income
without direct effects in return reached USD 703 million, up by USD 73 million year-on-year thanks to growth in contribution income.

In conclusion, the financial results for 2019 totaled /A USD 939 million, an increase of USD 43 million from the previous year.

* On the Statement of Financial Operations, “/A” in financial net costs and financial results means that profits have been realized.

Statement of Financial Operations (USD million)
Description FY 2019 FY 2018
| . Total Program Costs 88 48
Korea Housing Finance Credit Guarantee Fund
Accounts 49 30
Reverse Mortgage Guarantee Accounts 39 18
1. Program Income 210 230
Kscrsi:t(;using Finance Credit Guarantee Fund 143 174
Reverse Mortgage Guarantee Accounts 67 56
IIl. Management and Operation Costs 15 15
IV. Non-Distributable Costs 10 6
V. Non-Distributable Income 139 105
VI.Net Financial Operation Costs ( | - Il +11I+IV-V) A\236 /\266
VIl. Non-Exchange Income 703 630
VIll. Financial Results (VI-VII) 939 /\896
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HF Networks

Western Seoul Metropolitan Area

Seoul Seobu Branch

(08209) Floor 18, D-Cube City, 662 Gyeongin-ro
(692 Sindorim-dong), Guro-gu, Seoul
TEL. +822 2638 1900

Incheon Branch

(21390) Floor 9, Hyundaei Marine & Fire Insurance
Bupyeong Office, 60 Bupyeong-daero (203-14
Bupyeong-dong), Bupyeong-gu, Incheon

TEL. +82 32420 2155

Gyeonggi Nambu Branch

(16571) Floor 9, 141 Kwongwang-ro (1023-3 Kwonseon-
dong), Kwonseon-gu, Suwon-si, Gyeonggi-do

TEL. +82318014 1100

Gyeonggi Jungbu Branch

(14066) Floor 8,286 Simin-daero, Dongan-gu, Anyang-si,

Gyeonggi-do
TEL. +82 31478 7000

NPL Center

(03924) Floor 4, Savoy City DMC Officetel, 17 World Cup
Buk-ro 54-gil, Mapo-gu, Seoul
TEL. +82 2 3290 6600

Southwestern Area

Gwangju Branch

(61946) Floor 8, 273 Uncheon-ro

(1208- Chipyeong-dong), Seo-gu, Gwangju
TEL. +82 62 370 5700

Daejeon Branch

Floor 15, 745 Hanbat-daero (949 Dunsan-dong),
Seo-gu, Daejeon

TEL.+82 42251 2628

Sejong Branch

(30128) Floor 8, Millennium Bldg.,
296 Hannuri-daero, Sejong-si
TEL. +82 44 850 5400

Eastern Seoul Metropolitan Area

Seoul Jungbu Branch

(04512) Floor 3, 17 Sejong-daero, Jung-gu, Seoul
TEL.+82 22014 7500

Seoul Nambu Branch

(06142) Floor 18, 223 Teheran-ro, Gangnam-gu, Seoul
TEL. +82 23290 6500

Seoul Bukbu Branch
(01762) Floors 1 &2, Hanhwa Life Bldg., 464 Nohae-ro,

Nowon-gu, Seoul

TEL. +82 2 3499 3300

Seoul Dongbu Branch

(04709) 326, Wangsimni-ro, Seongdong-gu, Seoul
TEL. +8222049 1300

GangwonDongbuBranch
(25555) Floor 7, 2806 Yulgok-ro (Hanhwa Life Bldg.,
Okcheon-dong), Gangneung-si, Gangwon-do

TEL. +82 33 660 4700

GangwonSecbuBranch
(24346) Floor 2, 45 Joongang-ro (80 Joongang-ro 1-ga),
Chuncheon-si, Gangwon-do

TEL. +82 33 259 3600

Head Office

(48400) Busan International Finance Center,
40 Munhyeon Geumyung-ro, Nam-gu, Busan
TEL.+82 16888114

., )

Southeastern Area

Chungbuk Branch

(28648) Floor 2, Yiwoo Cheongju Bldg.,

172 Sajik-daero (Sachang-dong), Heungdeok-gu,
Cheongju-si, Chungcheongbuk-do

TEL. +82 43299 2800

Chungnam Branch

(31169) #202, Chungnam Economy Support Center,
215 Gwangjang-ro (1418 Buldang-dong), Seobuk-gu,
Cheonan-si, Chungcheongnam-do

TEL. +82 41 559 5200

Jeonbuk Branch

(54949) Floor 6, KT Bldg., 29 Ongoeul-ro (766 Seosin-dong),
Wansan-gu, Jeonju-si, Jeonllabuk-do
TEL.+8263249 2779

Jeonnam Branch

(57967) Floor 4, Suncheon LG Bldg., 9 Yeonhwang
Joongang Sangga-gil, Suncheon-si, Jeollanam-do
TEL. +82 61 760 6700

Busan Branch

(48400) Floor 2, Busan International
Finance Center, 40 Munhyeon Geumyung-
ro (Munhyeon-dong), Nam-gu, Busan
TEL. +82 51 520 3977

Busan Seobu Branch

(46973) Floor 9, Songwon Center Bldg.,
76 Gwangjang-ro (Gwaebeop-dong),
Sasang-gu, Busan

TEL. +82 51 601 7900

Daegu Branch

(41936) Floor 22, 2095 Dalgubeol-daero
(110 Deoksan-dong), Jung-gu, Daegu
TEL. +82 53 430 2400

Gyeongbuk Branch

(36657) Floor 3, Baek Am Cultural
Center, 185 Gwangmyeong-ro (Ok-dong),
Andong-si, Gyeongsangbuk-do

TEL. +82 54 850 3400

Ulsan Branch

(44703) Floor 9, 197 Yuanta Securities
Bldg., 197 Samsan-ro (1358-8 Dal-dong),
Nam-gu, Ulsan

TEL. +82 52 240 5800

Gyeongnam Dongbu Branch

(51515) Floor 6, 107 Joongang-daero
(93-2 Joongang-dong), Seongsan-gu,
Changwon-si, Gyeongsangnam-do
TEL. +82 55 278 2900

Gyeongnam Seobu Branch

(52856) Floor 8, Solair Bldg., 142
Ena-ro, Jinju-si, Gyeongsangnam-Do
TEL. +82 55 750 3000
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Jeju Branch

(63084) #601 KT&G Bldg.,

33 Yeonbuk-ro (Nohyeong-dong),
Jeju-si, Jeju-do

TEL. +82 64 798 5160
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