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CHICAGO (Standard & Poor's) Feb. 12, 2016--Standard & Poor's Ratings Services
raised its 'AA+' and 'AA+/A-1+' ratings to 'AAA' and 'AAA/A-1+', respectively,
on the Iowa Finance Authority's (IFA) single-family mortgage revenue bonds. At
the same time, we assigned our 'AAA' long-term rating to the IFA's series
2016A and C single-family mortgage revenue bonds. The outlook is stable.
Finally, Standard & Poor's assigned its 'AAA/A-1+' rating to the authority's
series 2016B single-family mortgage revenue bonds. The 'AAA' long-term
component of the rating on the 2016B bonds is based on the long-term rating on
the bond indenture. The 'A-1+' short-term component of the rating on the 2016B
bonds reflects an enhancement in the form of a standby-bond purchase agreement
(SBPA) from Federal Home Loan Bank of Des Moines (A-1+) and our opinion of the
likelihood that bondholders will receive interest and principal payments when
due if they exercise their put (or tender) option.
"The 'AAA' rating reflects our view of the very strong credit quality of the
single-family mortgage collateral," said Standard & Poor's credit analyst
Teresa Galicia. Other factors include:
Consolidated cash flows run at various prepayment speeds, demonstrating
sufficient loss coverage, in our view, for a 'AAA' rating;
Sufficient cash flow strength to absorb additional losses, due to an 85%
credit applied to government insurance and guarantees caused by the
lowering of the sovereign rating on the U.S. to 'AA+' on Aug. 5, 2011;
The equal and ratable pledge of all bonds under the resolution; and
Investment agreements with providers whose ratings are commensurate with
the rating on the bonds;
These strengths are slightly offset by the presence of high variable-rate debt
exposure. The percentage of variable-rate to fixed-rate debt creates some
contingent liquidity risk. The authority's strong asset-to-liability parity
and the plan to reduce the ratio of variable- to fixed-rate debt while
ensuring appropriate hedges are in place can mitigate such risk, in our
opinion.
"The stable outlook reflects the combination of overcollateralization and
projected loan losses supports stresses commensurate with a 'AAA' rating, in
accordance with our criteria," added Ms. Galicia. The bonds issued pursuant to
the resolution benefit from, in our view, a solidly performing and low-risk
loan portfolio, sufficient reserves, high-quality investments, and a trend of
increasing asset-to-liability parity. Although unlikely, significant
deterioration of the asset-to-liability ratio and a higher number of
delinquencies are potential negative credit factors.
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