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Message from the CEO

We aim to pass on the spirit of our founder and
become a corporate group whose development
continues from one generation to the next

Daiwa House Industry was founded in 1955 as a small
company of eighteen employees, capitalized at ¥3 million,
and since then has provided a broad spectrum of society
with a wide variety of products and services relating to
everyday life. In fiscal 2015 we celebrated the Company's
60th anniversary, and in that year recorded consolidated
net sales of more than ¥3 trillion. Today, the Daiwa House
Group—which operates under_the motto of being a
group that co-creates value for individuals, communities,
and people’s lifestyles—comprises 196*' companies with
a total workforce of around 62,000%? employees. This has
been possible thanks principally to the constant support
provided by our stakeholders, and | would like to express
my sincere gratitude on behalf of the Group.

Our goal is to be a sustainable corporate group whose
business operations will continue to develop from one
generation to the next. To remain the kind of business
enterprise that society requires, | believe it is vital that all
members of a corporate group have certain core values
that they share on a permanent basis. In the case of the
Daiwa House Group, these core values can be none
other than the company philosophy and spirit handed
down to us by the founder of Daiwa House Industry—
Nobuo Ishibashi.

Nobuo Ishibashi, who built Daiwa House Industry from
nothing, was always motivated by his belief that we
should think not about what will be profitable, but about
what will be of service to society — what will make people
happy. And because of this, he employed his finely-honed
sensibility to examine the social environment and obtain
an accurate grasp of latent needs.

For example, just after the end of WWII, and amid a
severe shortage of timber, Mr. Ishibashi was confronted by

the sight of large numbers of wooden houses and other

*1 As of March 31,2017
*2 Including non-regular employees
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structures that had been severely damaged by a major
typhoon, and he realized that a structural framework made
of steel pipes would be able to withstand such strong
winds. Thus was born the Pipe House, the Company’s first
product. Similarly, in response to the shortage of housing
caused by the Baby Boom, which had led to many people
living in extremely cramped conditions, Mr. Ishibashi
heard children complain that there was nowhere at home
where they could study properly. After thinking about this
problem, he hit on the concept of the Midget House—a
stand-alone study room for children that could be
erected in only three hours—and this product became an
instant success.

Today, the Daiwa House Group works to expand the
scale of its operations in the three broad fields of Housing
(single-family houses, rental housing, condominiums,
and more), Business (commercial facilities, business and
corporate facilities, logistics facilities, medical and nursing
care facilities, and others), and Life (the operation of home
centers, resort hotels, fitness clubs, etc.).

Nobuo Ishibashi handed down to us the ambitious
goal—what he called his "dream”—of achieving annual
net sales of ¥10 trillion by the year 2055, the 100th anniver-
sary of the Company’s founding. To reach this grand target,
we must continually expand our business operations by
accurately ascertaining society’s changing needs from one
generation to the next, and meet these needs by realizing
a wide range of products, services, and business models.
Moreover, we intend to supply these products and services
not only to our customers in Japan, but to overseas con-
sumers as well, in the hope of improving people’s lifestyles
all around the globe.

To make this ambitious dream a reality, it is essential that

we properly train our human resources—the employees

and future managers who will undertake this task—and ensure
that they are able to fulfill their potential. Since the very start, the
Daiwa House Group has positioned the development of human
resources as its top-priority management issue. The words
“Develop people through business” are found at the beginning
of our Company Philosophy (Corporate Creed), and demonstrate
the immutable stance of the Daiwa House Group.

Nobuo Ishibashi was a man who rejected narrow self-interest
and worked with unflagging determination in the interests of
the Company’s customers and society as a whole. Today, more
and more of the Daiwa House Group's staff have never personally
been exposed to Mr. Ishibashi’s spirit. | believe it is my highest
duty as CEO to instill in all our employees and executives alike the
mindset that Mr. Ishibashi continually espoused—imagination,
sincerity, enthusiasm, and a positive attitude—and that these
qualities will serve as mental signposts that will guide our staff in

the right direction.

It is our mission to ensure that the Daiwa House Group notonly

remains in existence into the far future, but that it also continues s

to be regarded as necessary by society. To make this possible,
every member of staff must follow the precept of “getting the
little things right"—of doing the obvious tasks correctly and care-
fully—so that the Group will enjoy a high reputation as a respon-
sible and valuable corporate member of society. And finally, all
the Group's executives and other employees must be firmly
united in the determination to act in the spirit of our founder, to
anticipate social changes so as to let us offer society new value
in each succeeding generation, and to mold a corporate group
that can and will prosper together with our subcontractors and
business partners.

I hope that our stakeholders—most notably our shareholders
and investors—will look forward confidently to seeing the Group
achieve the dream that | have described above, and that you will

continue to give us your support and encouragement.

lge,
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Takeo Higuchi
Chairman and CEO

Daiwa House Group Integrated Report 2017 08



The history of the Daiwa House Group The Daiwa House Group today The source of our value creation Human resources base Customer base Technology and manufacturing base A vision of the Daiwa House Group's future

The Story of the Daiwa House Group’s Value Creation

@ The history of the Daiwa House Group

Firmly believing in the words of our founder, Nobuo Ishibashi, who told us: “Don‘t do things because they will make a profit, but because they will be
of service to society,” we have constantly sought to overturn conventional wisdom and create a “new normal.”

Just after the end of WWII, having been confronted by the sight of large numbers of wooden structures severely damaged by a major typhoon,
Mr. Ishibashi noticed that the groves of bamboo, and the fields of rice plants, had not been felled by the strong winds. He realized that a house
whose structural framework consisted of light but strong steel pipes would similarly be able to remain standing. Thus was born the Pipe House—the
first product to be launched on the market by Daiwa House Industry. Another motive leading to this concept was his desire to preserve Japan's
forestry resources rather than rely on its depleted timber resources. The pipes could be pre-processed at a factory and then simply assembled on

“Doing things because they will be of service to society”—this
is our guiding motto, and with these words always in our minds,
we have responded to changing social issues by launching a
constant stream of new products and services onto the market.

site. This began the “industrialization of construction” and caused a revolution in the construction industry.
Throughout the history of Daiwa House Industry and its corporate group, we have created and sustained our
human resources base and our technology and manufacturing base, and thanks to our success in this respect we

have enjoyed a solid base of loyal customers. In each succeeding generation, we have anticipated coming social and FY2016
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industrial changes, and our flexible response to this changing world has brought forth a constant stream of valuable

¥3.5 trillion

(¥ trillion)
35

. O /
(thousand units)

DaiwaHouse .
Group
2,000
/ \, o — /\

/\/ 1,500
N— ~

M 1,000

new products and services as well as new methods and systems.

20 1,855 thousand units
\

15 New housing starj\

1.0
\,New housing starts: 1,000 thousand units
05 775 thousand units 500
_—___/ ) « e
Listed on First Section of Osaka Securities Exchange; subsequently Consolidated net sales Sales top “Endless Heart” Group symbol Sales top Sales top
0 also on Tokyo and Nagoya stock exchanges * Figures prior to FY1985 are non-consolidated ¥1 trillion adopted to mark our 50th anniversary | ¥2 trillion ¥3trillion 0
Transition of sales ° !
(FY) 1955 1960 1970 1980 1990 2000 2010 2016

Group that co-creates value for individuals,
communities, and people’s lifestyles

Evolution of field of Industrialization of . . .

Postwar period of housing and materials shortage

Total lifestyle enterprise

Retailing revolution with advent of Internet-

On the eve of motorization of Japanese society Preparing for advent of aging population dominated society

1976—startup of retail and wholesale
facilities business:

1989—Silver Age Research Center
established:

2003—development of large-scale

1955—the Pipe House, our first product:

1959—the Midget House:

1962—foreshadowing today’s housing

09

Solving the building materials shortage and
creating a revolution in Japan's construction
industry

Following a major typhoon that destroyed and
damaged large numbers of wooden structures,
Nobuo Ishibashi noticed how both bamboo and rice,
which have hollow stems, were able to bend flexibly
and gracefully despite the fury of the wind, without
breaking. This gave him the idea of a steel-pipe struc-
ture, and the Pipe House pioneered the subsequent
industrialization of construction in Japan, by which
the country's building industry was revolutionized.

Daiwa House Group Integrated Report 2017

The starting point for the construction of the
prefabricated houses needed to meet the
housing shortage caused by the Baby Boom

Nobuo Ishibashi realized that the average house
was too small for the large families resulting from
the Baby Boom, and he heard children complain
that there was nowhere at home where they could
study properly. In response, he conceived the Midget
House, which could be erected in only three hours.
This proved immensely popular, and laid the ground-
work for today’s prefabricated housing industry.

mortgage loans:
Solving the problem of buying one’s own
home through a tie-up with a private financial
institution

At that time, to purchase one’s own home generally
required being able to pay the full price in cash. Daiwa
House constructed Habikino Neopolis—Japan'’s first
private-sector large-scale housing development—
and to facilitate the sale of these homes it was able
to offer the country’s first mortgages through a
tie-up with a private financial institution. In addition,
mortgages linked with a life insurance policy were
devised—the first such system ever proposed.

Opening up of new market made possible by
increased motorization

With the growth of motorization in Japan, we at
Daiwa House saw possibilities opening up for a
promising new market—retail outlets located along
major roads leading into and out of major urban
areas, known as “roadside shops” in Japan. Since then,
we have been growing this new market by deploying
our proprietary LOC System, which lets us match
landowners seeking effective ways to utilize their idle
land holdings with prospective corporate tenants
looking to open new outlets.

m P»P.39 Commercial Facilities

Unique research institution dedicated to mar-
ket surveys and analysis of problems relating to
medical and nursing care facilities

)

WA H3Fh

KIMNDADER-NEERYU1-v3aY

We set up the Silver Age Research Center in anticipa-
tion of the fully-fledged arrival of an aging population,
and as part of our dedication to creating a social envi-
ronment in which people can be sure of spending
their post-retirement years in comfort and without
worries. The staff at the center study the design of
nursing care facilities and certain aspects of the care
services provided there, and thus far we have put this
know-how to use in the planning and design of more
than five thousand medical and nursing care facilities.

logistics facilities:
The logistics revolution—playing a core role
in the infrastructure revolution, for consumers
and for industry

The logistics industry is a vital part of today’s
Japanese economy, and the Daiwa House Group
has developed a large number of logistics facilities,
centered on built-to-suit facilities, which are closely
tailored to meet each individual tenant company’s
requirements. Our start-to-finish comprehensive ser-
vices, from site proposal through facility design and
construction to day-to-day operation, are now relied
on by a large number of corporations.

m »P.40 Logistics, Business and Corporate Facilities
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The Story of the Daiwa House Group’s Value Creation

The history of the Daiwa House Group The Daiwa House Group today

@ The Daiwa House Group today

The source of our value creation

Human resources base

Customer base

Technology and manufacturing base

A vision of the Daiwa House Group's future

11

Today, we are no longer merely house builders—in line with

our motto of being a group that co-creates value for individuals,

communities, and people’s lifestyles,
we create new value for the whole of society.

Net sales by segment

FY2005 (50th anniversary)
Net sales: ¥1,528.9 billion

Non-housing ‘ Housing
businesses businesses
40.5% 59.5%

M Residential ' Commercial Construction
Resort Hotel and Sports Life Business
Home Center Business [ Other Businesses

Daiwa House Group Integrated Report 2017

FY2016
Net sales: ¥3,512.9 billion

.  Life _
Non-housing oy Housing
businesses Business Housing | businesses
50.8% 49.2%

e

2.9%

M Single-Family Houses M Rental Housing M Condominiums
I Existing Home Business [ Commercial Facilities
[ Logistics, Business and Corporate Facilities ™ Other Businesses

* Segment classifications were changed with effect from FY2009.

The year 2017 marks the passage of sixty-two years since the establishment of Daiwa House Industry. Having started out solely as a builder of

single-family houses, the Daiwa House Group today engages in a very wide range of businesses.
In line with its motto of being a group that co-creates value for individuals, communities, and people’s lifestyles, Daiwa House brings new value
to many aspects of society through its operations in a wide variety of business areas. These include the three broad fields of Housing (single-family

houses, rental housing, condominiums, renovation, and more), Business (commercial facilities, business and corporate facilities, logistics facilities,
medical and nursing care facilities, real estate development, environment and energy, and others), and Life (the operation of home centers, resort

hotels, fitness clubs, etc.).
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Group’s ranking in net sales and operating income in the housing,
construction, and real estate industries

»Top 5 in net sales (FY2005—+FY2016)

(¥ trillion)
4

Daiwa House

/' Industry
3

5 Kajima ¢ S€kisui House
Taisei ° @ Obayashi
Daiwa House Z @ Kajima
Industry L4 Mitsui
Sekisui House Fudosan

1 [SHIMIZU

0

2005 2016 (FY)

1 1st Daiwa House
Industry
(¥3,512.9bn.)

1 2nd Sekisui House
(¥2,026.9 bn.)

1 3rd Obayashi
(¥1,872.7 bn)

1 4th Kajima
(¥1,821.8 bn.)

Il 5th Mitsui Fudosan
(¥1,704.4 bn)

»Top 5 in operating income (FY2005—FY2016)

(¥ billion)
400
1 1st Daiwa House
Industry
Daiwa House
300 2 nduetry (¥310.0bn.)
Mitsui [T
Fudosan I 2nd Mitsui Fudosan
Mitsubishi (¥2326bn)
200 [ g Estate: 1 3rd Mitsubishi Estate
Mitsubishi Estate Sekisui House (¥192.4 bn)
Mitsui ° ® Kajima ) :
Fudosan % 1 4th Sekisui House
. Daiwa House
100 industry QV (¥18441” bn.)
Sekisui House ® 1 5th Kajima
Daito Trust Construction (¥155.3bn)
0 2005 2016 (FY)
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The Story of the Daiwa House Group’s Value Creation

© The source of our value creation lies in the Group’s three “bases,”
plus our organizational ability

The history of the Daiwa House Group The Daiwa House Group today

The source of our value creation Human resources base Customer base Technology and manufacturing base

A vision of the Daiwa House Group's future

Company philosophy
(corporate creed)

- Our Company will develop thanks to the complete solidarity and tireless efforts of all executives and employees.

The source of our value creation consists of the three “bases”

that we have built up through our business activities,

in addition to the organizational ability we have developed
through pursuit of our goal of being a group that co-creates
value for individuals, communities, and people’s lifestyles.

Customer
base

Sales

Human
resources
base

Design Construction

Land-use data

Data on corporate tenants

B
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The Daiwa House Group has evolved in line with the core beliefs handed down to us by our founder, Nobuo Ishibashi. Our three bases are:
(1) our strong human resources base, which has supported the Group throughout the process of evolution; (2) our customer base, consisting of
the large number of loyal customers whose support we enjoy, thanks to the close and long-term relationships we have cultivated with them; and
(3) our reliable technology and manufacturing base, which has made it possible for us to offer customers the value they were seeking. The source

of the Group's value-creation, in addition to these three bases, lies in the organizational ability that enables it to respond swiftly to changes in the
social environment and make a contribution across a broad range of areas involved with everyday life, in line with our motto of being a group that

co-creates value for individuals, communities, and people’s lifestyles.

The Daiwa House Group has built a firm position for itself in all the industries in which it participates, and continues to grow. It has been able
to do so thanks to the three bases described above and its organizational ability, because these have given it competitive strengths—an exten-
sive database of information on land use and corporate tenants, an unrivalled problem-solving capability, and the ability to make comprehensive

business proposals.
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Planning and construction

Single-family Rental Condominium Commercial General
. house . apartment . . salesoffices . . facility .. construction
Offices sales offices sales offices sales offices sales offices
and (109) (173) 9) (74) (35)

branches

Comprehensive business proposals|—

“bottom-up approach” meeting user needs with practical, hands-on management

Single-Family ~ Rental Housing Condominiums Commercial Logistics,
Houses Facilities Business and
Corporate
Facilities
Daiwa Lease |

Q" T

Housing construction

Non-housing construction

Specialist know-how in each field

Research and .
| 2 ql'eevcilr(:oplrg;;t de\l:;?::;tent Design Procurement ) Production Logistics Construction astltJJ?«IaI;{e
development

Organizational
ability that yields
fruit in many daily
life areas

Management and operation

Comprehensive Group capabilities
Existing Home
Business

6

Daiwa House Reform Daiwa Royal
‘ Nihon Jyutaku Ryutu | Daiwa Information
| Daiwaliving |  [Global Community] Service

\ Daiwa LifeNext |
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The Story of the Daiwa House Group's Value Creation The history of the Daiwa House Group The Daiwa House Group today The source of our value creation Human resources base Customer base Technology and manufacturing base A vision of the Daiwa House Group's future

e Human resources base Company philosophy - Develop people through business.
(corporate creed) - A company's progress depends directly on ensuring a good working environment for its employees.

Daiwa House has grown thanks to the imagination, sincerity, and enthusiasm constantly shown by its employees. And Daiwa House employees

Speed Of exeCUtlon based on thoroug h Implementatlon Of a have based their business activities on the philosophy of our founder, Nobuo Ishibashi, who constantly advocated a bottom-up approach and a
bottom-up approach, combined with a positive attitude; ability positve attitude.

To realize sustained growth, we must always seek to anticipate future social and industrial developments, and must change along with them. But

to get Work done is based on imagination’ Sincerity, and enth u- change is dependent on our staff. With regard to our human resources development, everything begins with our corporate DNA, which reaches
. A . back to the spirit that our founder, Nobuo Ishibashi, bequeathed to us. Going forward, we will continue to practice the concepts that he has passed
Slasm; and a Wi I |IngneSS tO make effOFtS tO aCh ieve personal on to us, so as to be the No.1 Japanese company in terms of job satisfaction. We will maintain our growth and progress into the future world, as a
. . corporate group to which all its employees are proud to belong.
growth ... these are the strong points of our workforce, which

combine to support the Group’s growth.
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The spirit of our founder Our leadership

The spirit of our founder

[Our founding DNA]

DaiwaHouse
o | S s o e

DHHDFIEST

KA RIN—FO AL, SHERT 2
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Our leadership

[Our leadership DNA—passing on our founding DNA and continuing to evolve]

G ik 4 . — - [
= [ & t

The Future of Daiwa House founder Nobuo Ishibashi talking Passing on the Spirit The Daiwa House Juku, a training course
the Daiwa House Group about mental preparedness in the workplace of Our Founder aimed at discovering and nurturing future ..
Author: Nobuo Ishibashi Author: Takeo Higuchi senior management staff Our future vision

[To create a corporate culture and organizational system marked by a diverse and
motivated workforce who can take on any challenge]

An open-minded corporate culture
Develop people through business where employees are encouraged to take R e B e e L L L EE L et EE L LR e R LR et e L e -

The No.1 Japanese
company for job
satisfaction, for which
employees are

on new challenges

: i B Employees 35129 CSR awareness survey proud to work
Bottom-up Positi itud Getting the little Take up the ~o— Net sales (¥ billion) 31929 FY2016 resul
approach ositive attitude things right challenge! e results
Q: Are you proud to work for
L . ) . Takeo Higuchi Naotake Ono 27003 this company? Yes/No
Imagination|| Sincerity ||Enthusiasm CEO oo
2,007.9 . 39770
30361 32628 3-4'903 - -
e ]
Il Percentage of employees
answering “yes”
Note: Percentage of positive replies is from
employees of the parent company
(Daiwa House Industry) only.
2012 2013 2014 2015 2016 (FY)

Imagination....... Imagination doesn’t mean creating fantastic inventions and making great discoveries: it means applying a little imagination and Getting the little things right.............. Doing the things one must do as a matter of course; keeping one’s word

innovation to your work. We must constantly strive to use our imagination, then decisively implement corrective action, and P> I believe that, among my successors, there will be those who will achieve the goal of growing the Group to annual net sales of ten trillion yen

master the process, not in our heads, but by making it automatic through practice. by the 100th anniversary of the founding of Daiwa House. It was to find and train the human resources who can do this that I established the

Daiwa House Juku. (Takeo Higuchi)

Sincerity............ As T have said many times, you must handle various issues at work as though they were your own problems. If you are sincere

about your work, you should be able to solve these problems objectively, without any personal feelings or emotions. Take up the challenge!........................ Approach your work with a positive attitude, summed up in the exhortation: “Carve out a path where there

was none before!”

Enthusiasm....... In managing a company, if 70 or 80 percent of your projections have been achieved, then take action. The 20 or 30 percent P> A company becomes what it is because of the way its employees think. I believe that the more positively each employee thinks, the closer will the

remaining after taking action should be compensated for with enthusiasm. Be enthusiastic, take the initiative and then get through company’s reality approach the dream. (Naotake Ono)

it so that your decisions are not delayed, and so that you can prevent difficult problems from arising.
(Our founder, Nobuo Ishibashi)
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The Story of the Daiwa House Group's Value Creation The history of the Daiwa House Group The Daiwa House Group today The source of our value creation Human resources base Customer base Technology and manufacturing base A vision of the Daiwa House Group's future

At the Daiwa House Group, we aim to create, use and enhance new values together with our customers in line with
Customer base . our motto of being a group that co-creates value for individuals, communities and people’s lifestyles. In doing so,

e Management Vision we hope to realize a society in which people can live fulfilled lives. In addition, we cherish our ties with each and every

il customer, and continue to strive to build life-long trust as a partner in experiencing the joys of a lifetime.

No matter how widely the Group's sphere of business activities may expand, our fundamental business stance—which we have employed in our

A" our bUSI nesses are rOOted Ina Strong relatlonSh I p Of trUSt Single-Family Houses Business—will continue to be building close relationships with our customers and providing them with lifelong support.
With our CUStOmerS made pOSSi ble by the Close To enhance the quality of our products and services, our Code of Conduct specifies that we must “think from the perspective of each customer,”
7 4

and apply this to all our businesses.

Iong-te rm relationsh i ps we have With them . We listen carefully to all our customers’ requirements and form close and sincere relationships with them, and this leads to further enhancement
. . . . . of our technological know-how and to the development of fully capable employees. In turn, this serves to strengthen the bonds of trust between us
Th IS Ieads to a virtuous CyC|e consisti ng Of an eXpa nd | ng and our customers, which produces the virtuous cycle of an expanding customer base and the growth of the Group’s business scale.

customer base and growth in the Group’s business scale.
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FY2005 FY2016
(50th anniversary) (comparison with FY2005[times])

Net sales ‘ Net sales
¥1,528.9 billion ———» ¥3,512.9 billion

(cumulative figures as of March 31,2017)

Number of housing units sold*' 1,695,773

Retail and wholesale facilities constructed 41,084

. Development site area of logistics projects Approx. 7,011,000 m2

Further buildi
(ur cﬁrstour'ne',"fagf OUD -@ Orders received for contract-based medical and nursing care facilities 5,360
Neworders

cl | t Repeat orders; new orders ; : |

osle, .ong};.erm via! iptroducttions by @sing o ba@ 92281 Rental housing units under management | 115,936 510,208 [44]
re atlonS ibs existing customers

. P Condominium units under management 42,388 341,705 [8.1]

with customers ' |
B)D,;rzisgt(omer base 8;% Members of Daiwa Family Club*? 35,715 220,754 (6.2

Private clients ) Rebuilding/Relocation Single-Family Houses |
Renovation 8‘% Members of Owners Clubs*’ 5,001 6,713 113]

Condominiums

Asset management/ L .
Long customer Landowners 4 inheritanceg } Existing Home Business 8:% Rental housing owners** 52,165 81,347 [16]

relationships

Rental Housing
(our customer base) Corporate tenants } Strategic store-opening

Commercial Facilities

Bonds of trust with
Utilization of - . ; ﬁ% Corporate tenants Approx. 4,000 Approx. 4,000 [1]
Corporate clients } business-use land/ Logistics, Bu5|ne?§s'and business partners
Building business bases Corporate Facilities |

*1 Number of housing units (single-family houses, rental housing units, condominiums) sold by Daiwa House Industry (non-consolidated)
*2 Owners associations for owners of housing units (single-family houses and condominiums) sold by Daiwa House Industry

*3 Clubs for landowners with whom our commercial facilities business has done business

*4 Number of landowners on whose land we have built rental housing

17 Daiwa House Group Integrated Report 2017 Daiwa House Group Integrated Report 2017 18



The Story of the Daiwa House Group's Value Creation The history of the Daiwa House Group The Daiwa House Group today The source of our value creation Human resources base Customer base Technology and manufacturing base A vision of the Daiwa House Group's future

@ TEChﬂOlOgy and manufacturlng base Company philosophy - Products created in good faith by honest labor through modern facilities will contribute to society as a whole.

(corporate creed)

Daiwa House Industry was established to realize the ideal of the “industrialization of construction,” and as a pioneer in this field, the company

Utilizing the high-level technology we have developed over

subsequently made use of its highly reliable technology and manufacturing skills to provide society with vital new value.

1 H H iali H Beginning with th f ion in 1965 of Japan's fi icated f; for th ion of prefabri housi I

our many yea rs Of Involvement in the IndUStrlahzatlon Of ' eginning with the start o ?peratlon in ' 965 o Japan§ irst dedicated factory for the production of prefabricated ousmg,}vve subsquent y
introduced advanced production systems into our factories across the length and breadth of the country. These manufacturing plants give us

Construction, we meet Cu Stomer needs Speedily and With fu”y a controlled environment that allows the production of construction materials and parts of uniform quality and uniform measurement, and our

. . . . advanced logistics and construction management systems enable us to offer high-quality products with very short construction times.

rel la b I e q Ua| |ty at d I I StageS Of our su pply Cha | n, from dESIg n tO Our insistence on a bottom-up approach to business makes it possible for us to consistently and faithfully address each of our customers' require-
. ments. Thus, we have built up the necessary know-how to create a manufacturing platform that lets us meet our customers’ need across the total
COﬂSthCtIOI‘I. spectrum of their requirements, from design to construction. To sum up: we leverage our strong technology and manufacturing base to make the

industrialization of construction a reality in many business fields, from housing to general construction.
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Prefabricated housing Pre-engineered buildings
( Manufacturing Platform ) We offer high-quality housing thanks to the production and Our pre-engineered buildings system—which involves the high-pre-
processing of materials and components in our factories, cision standardization of structural components—has proved very
followed by assembly at site. popular with customers wishing to open convenience stores,
Thinking from the perspective of each customer restaurants, and other outlets alongside major suburban roads.

to determine their individual needs

i
Proposals Orders | THEERE

Research and Product Design Procurement | Production Logistics | Construction High-quality
development development

=-p Technology
development

manufacturing with FOPPRRRRR——— Our methods for the industrialization of construction meet all user needs from housing to general construction.
short construction This makes possible a vast array of construction variations.

Aiming for still higher productivity through use of cutting-edge IT> times

A A
The Central The Fujita
Research Laboratory Technology Center

Our supply chain network

Materials suppliers/Plant subcontractors/
Logistics subcontractors/Construction subcontractors

Conducts research and Engages in technological

development to find solu-  development in construc (The Trillion Club: 239 companies/The Setsuwa Club: 146 companies/ General construction Civi‘I el
tions to a wide range of tion, civil engineering, envi- The Confederation of Partner Companies: 4,653 companies) We apply the technology we have acquired and perfected in our Centered on Fujita, we combine the Group’s comprehensive
issues that confront society ronment-related fields, and (as of March 31, 2017) prefabricated housing business to the construction of warehous- strengths to engage in civil engineering projects such as railways,
production es, offices, factories, shopping centers, and other large structures roads, bridges, tunnels, airports, dams, and others.
B e e e mm s m s e for a variety of business uses.

Building up a large fund of know-how

19 Daiwa House Group Integrated Report 2017 Daiwa House Group Integrated Report 2017 20



The Story of the Daiwa House Group’s Value Creation The history of the Daiwa House Group The Daiwa House Group today

@ A vision of the Daiwa House Group’s future (the value-creation process)

The source of our value creation Human resources base Customer base Technology and manufacturing base A vision of the Daiwa House Group's future

Company philosophy - Through mutual trust and cooperation, by always reflecting deeply on past mistakes, valuing responsibility, and
(corporate creed) actively engaging in mutual criticism, we will advance along the road to growth and success.
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“Net sales of ¥10 trillion by our 100th anniversary”

This is our dream. To be worthy of realizing this dream, we will
continue to be a corporate group that listens to and responds to
the voices of the world around us, so as to fulfill our mission of
contributing to society through our business operations.

<Definition of diagram>

* In the large diagram underneath, the area of the rectangles graphically illustrates the relationship
between the sales target for FY2055 and actual sales for and growth of sales in FY2005 and FY2016.

Expand field of ‘ 77777777777777777777777 FY2055
business FY2016

Net sales . Expand business
(business field) opportunities

|
|

¥3.5 trilli |

Expand geographi- ' ritiion |

cal business area o ___________}¥10trillion

Leverage customer base to
expand field of business

<Accommodation>

7.8%

Develop “P and Plus 2 Life (FY2005-2016)

Businesses”

FY2005
50th

<Prefabricated housing>\anniversary,

Avg. annual growth rate

<Midget House>

oy AR

Safe, secure,

Net sales ¥ 1.5 trillion

Customer high-quality housing
base -
<General construction/
A Housing Multipurpose development>

Human
resources
base

1955 IndustrlallzaFlon
of construction

people’s lifestyles
Business

<Pipe Hous

High-quality buildings,
erected speedily

Offering high-quality
“madefin-Japan”

Global

ex: Malaysia ex: Vietnam & Indonesia

m P>P.44 Major overseas projects

Leverage technology & know-how to
expand geographic business area
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“'Handling everything involved
with residences and

<Logistics facility development>

The founder of Daiwa House Industry, Nobuo Ishibashi, handed down to us his dream of achieving annual net sales of ten trillion yen by the year
2055, which will be the 100th anniversary of the Company's establishment. This goal reflects Mr. Ishibashi’s strong desire that Daiwa House be
permanently regarded by society as a necessary entity because of the major contribution it makes to solving social problems.

The factors operating within our business environment are certainly not all positive. Nonetheless, we will work to further enhance our competitive
advantage in our core business areas in the Japanese market, where we can fully leverage our particular strengths. At the same time, we will expand
both our field of business and our geographic business area by leveraging our human resources base, customer base, and technology and manufac-
turing base, all three of which we have built up over many years of business operation.

Finally, we will be constantly thinking of what we can do to help solve social problems. The Group’s catchphrase is Asu Fukaketsuno (Indispensable
for Tomorrow). This is composed of the initial syllables of the Japanese words for safety & comfort, speed & stock (in the sense of the stock of existing
housing), welfare (in the sense of nursing care), the environment, health, information-communication technology, and agriculture. Faithful to this
catchphrase, we will tackle new businesses that we believe will be essential for society in the future, and in pursuit of our management vision of
“realizing a society in which people can live fulfilling lives,” we will continue to take on every challenge.

FY2055

Net sales ¥ 10 trillion

FY2016
61st

anniversary

Avg. annual growth rate

2.7%
(Calculated value)

Net sales ¥3.5 trillion

“ Safety & comfort

<Robotics>

m Speed & stock

m Welfare

Data-collection capability

Pursuing
our management vision

Expand business opportunitie
related to social issues

(Indispensable for Tomorrow)
Products & services

Problem-solving skills

m The environment

w

Enhance competitive advantage

» Realize a society
in core businesses in Japan

in which people
can live fulfilling

Comprehensive business proposals

m Health

. Information-commu-
Tsu
. nication technology

m Agriculture

ex: Thailand
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