Resource Allocation and Principal Management Items Required for
Sustained Enhancement of Corporate Value

(Figures shown in the following text correspond to RIARIEINIE=S in the diagram below.)

In order to maximize corporate value over the medium to long term,
Daiwa House Group will utilize the capital supplied by our shareholders
and acquired through appropriate leverage ll to invest in businesses that
include real estate development, overseas operations, M&A, and others B,
and also to deploy these funds in ways that will strengthen the Group's
management base through human resources development, research
and development, and production facilities [El. Utilizing investment
criteria founded on capital efficiency and risk verification I, our business
investments will be used to build up a portfolio of businesses with
differing life cycles through the allocation of resource to the promotion
of our core businesses, business diversification, and new business

Resource allocation and flow

Creating Dreams, Building Hearts

development H.

By providing products and services with a high level of compatibility
with the need to preserve the natural environment, as well as the interests
of local communities B and of a high added value needed by society
H, we hope to help realize a society in which people can live fulfilling
lives [Solving Social Problems through Business] . As a result of these
business activities, we are able to secure profits exceeding the capital
costs B, to build even better relationships with our stakeholders [, and
to increase shareholder value [Shareholder Value Creation] [l We will also
reallocate resources to achieve even higher levels of shareholder value [E.

To ensure the sustainability and correctness of these business cycles,
we have created a corporate governance system with a balance of
autonomy and heteronomy while engaging in initiatives with our assets
to stimulate innovation from a medium- and long-term point of view,
and are working to strengthen our management base (human resources
base, customer base, and technology and manufacturing base) [E.

Additionally, in the spirit of “Creating Dreams, Building Hearts,”
we intend to operate our business in such a way that we give due
consideration to how we can contribute to sustainable progress,
including progress on those social issues represented by the sustainable
development goals (SDGs), and to transform the feedback we receive

Principal management items

Securing stable level of
profits and maintaining or
improving growth rates

Contributing to Society through Business

D Chapter2 P.27-52

Management'’s point of view

Core businesses

New businesses

from society into a motive force behind our taking on new challenges.

With regard to the principal management items that need to be
addressed to enhance corporate value, the factors that affect medium
and long-term corporate value have been identified in the corporate
governance guidelines published in May 2015, and are also reflected in
our medium-term management plans.

Through these activities, we strive to improve our concept of primary
corporate value [the brand value of the “Endless Heart"] to generate
cash flow. Through the ever-changing business environment, our aim is
the sustained improvement of our corporate value, through the correct
allocation of resources to meet each situation.

Matters affecting corporate value in
the medium and long term (material issues)

Constructing a portfolio of
businesses with differing life cycles

Diversified businesses

Balance of flow businesses and
stock businesses

A Compatibility with the need to

preserve the natural environment and
the interests of local communities

Profit margin

Setting core investment domains based
on capital efficiency and risk verification
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Maintaining and improving

(Capital efficiency verification ) ( Meeting customer needs ) ( Pursuing our management vision)
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decision-making criteria products Providing products and value [Solving Social Problems

(Collection period, rate of return, risk control) services needed by society through Business]

Business investments

Returns exceeding

A capital cost

B/S Our concept of primary corporate value B P/L
[Brand value of the “Endless Heart”]

Liabilities
Assets Sales
Investments for
management base
L]
DaiwaHouse.
Group
Reinvestment
Capital investment )
Returns to shareholders Returns to society
Shareholders Society State
Dialogue Employment -3 Employees
[Trustworthy and transparent T
M ax
management structure]
... Partner
Increase net income per share companies
+ Corporate governance with : :
Dividend a balance of autonomy and heteronomy ( Helping the lofal community )

[Shareholder Value Creation]
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profitability (ROE) based on
an optimal capital structure

Shareholder Value Creation

[ Chapter3 P.53-61
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Favorable and smooth
relations with stakeholders

Strengthening the manage-
ment base required to realize
sustained growth

Enhancing the Value of the Endless Heart

D Chapter4 P.62-75

Lowering capital cost by enhancing
the Group’s trustworthiness and
management transparency

Management Structure

D Chapter 5 P.76 - 89

Asset turnover rate

Financial leverage

Assets that create
innovation

Constructive dialogue
(Engagement)

Optimizing capital allocation and
collection periods

Balance of growth investments and
maintaining rating
___ Improve customer satisfaction and

relationships with customers

' Improve motivation and pride in
employees

. Strengthen relations with
business partners and suppliers

— Co-creation with local communities

— Co-creation with environment
___ Develop and make optimal use of
human resources to raise productivity

___ Build strong technology and
manufacturing base

. Strategically utilize IT and
information capital

. Research & development, create and
manage intellectual property

Highly effective Board of Directors
and Audit & Supervisory Board

Corporate governance

Internal control/Risk management

Information disclosure and
communications
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