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The Story of Value Creation

Message from the CEO

Inheriting the spirit of our founder, we aim to be a corporate group

that develops from one generation to the next

Daiwa House Group Integrated Report 2018
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Takeo Higuchi
Chairman and CEO

Since its founding in 1955, Daiwa House Industry has succeeded in
anticipating social and economic changes during a period of history
marked by constant transformation, and has created and offered to
the world products and services that meet people’s needs in our three
broad operational areas of Housing (residential-use construction),
Business (commercial-use construction), and Life (products and
services that support daily life). The Group's business portfolio has
changed greatly as we have responded to social needs by developing
our operations, actively innovating and opening up new business
fields. As a result, the Group's annual net sales on a consolidated basis
have reached ¥3,795.9 billion, with 317 companies employing a total
of roughly 64,000 staff. In line with our motto, we have truly grown
into a “group that co-creates value for individuals, communities, and
people’s lifestyles.” None of this would have been possible without
the constant support we have enjoyed from our stakeholders, and
on behalf of the Group, | would like to express our heartfelt gratitude.

We have inherited the spirit of our founder, and this is
the driving force behind our sustainable management

It is said that fewer than three percent of companies manage to
maintain their existence for one hundred years or more. Perhaps one
of the reasons why a company fails to continue in operation is that
the management becomes overconfident about its ability to develop
under its own steam. To be a sustainable enterprise, it is important
that management avoids becoming overconfident—one might say
“arrogant”—as the company’s scale grows: they must constantly
exercise humility so as to continue being a corporate group that
exercises self-control.

For the Daiwa House Group, “self-control” translates into inheriting
the spirit in which our founder Nobuo Ishibashi established Daiwa
House Industry. The reason that the Company, and subsequently the
Group, have succeeded in maintaining business operations right up to
the present day is that every one of our executives and employees has
been highly motivated by the corporate philosophy and attitude to
business handed down to us by Nobuo Ishibashi. Because of this, we
have created and maintained organizational operations characterized
by imagination, sincerity, and enthusiasm.

| believe that it is the Daiwa House Group's predestined path to be
a sustainable enterprise that continues—far into the future—to be

regarded by the community as a whole as a necessary part of society,

and that the Group will be able to achieve this by pursuing the mission
of being an enterprise that provides solutions to social issues. To
realize this, we must abide by the spirit of our founder, must “get the
little things right,” and do the obvious tasks correctly and carefully.

Six criteria for self-control—
the cornerstone of management

In 2001 | drew up six criteria to be used in making decisions relating
both to the day-to-day conduct of business and to new issues. These
criteria are:

Does it benefit our company?

Does it benefit our employees?

Does it benefit our customers?

Does it benefit our shareholders?

Does it benefit society?

Does it contribute to our future?

These criteria form the cornerstone of the Group management’s
self-control, which is essential if it is to be a sustainable enterprise.

Another of the important teachings that our founder Nobuo
Ishibashi left us is: “Behind all our employees stand their families.
And we have subcontractors, whose members also have families. In
this way, a company has the duty to protect the livelihoods of many
people. A company is a public organ of society.” Because we look at
our corporate existence in this way, we have always thought about
our employees above all else, and have upheld a high level of ethics.
Finally, in all its decisions, the Daiwa House Group bases its judgment
criteria on the advice of Nobuo Ishibashi: “Do not do things because
they will make a profit, but because they will be of service to society.”

| believe that it is only by placing great importance on self-control
by employees and top management alike, and by creating an environ-
ment in which each individual's character can become fully formed—
thereby bringing out the total potential of everyone involved in the
enterprise—that the Daiwa House Group's true worth and quality can
be actualized. | hope that, amid a rapidly changing social and business
environment, even though the reins of the Group’s management pass
on to a new generation, they will continue to exercise self-control while
being ever-mindful of the corporate philosophy bequeathed to us by
our founder, and the example of his spirit. And | further hope that the
management of the Group will maintain the Daiwa House corporate
culture of welcoming new challenges, without being afraid of failure.
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Toward the target of ¥10 trillion in annual Group net sales
by our 100th anniversary

Nobuo Ishibashi, the founder of Daiwa House Industry, was deter-
mined that the Company should provide solutions to social problems
and thus become an enterprise that is permanently regarded as
essential to society. In line with this, we have inherited his ambitious
dream of growing the Group's annual net sales to ¥10 trillion by the
100th anniversary of the Company's founding.

The Group's operating environment certainly does not suggest that
the picture for the Group's future is unrelievedly bright, considering
such issues as Japan'’s population, which is simultaneously “super-ag-
ing” and declining in number. This means that reaching our goal will
not be easy. Nevertheless, we are keeping our founder’s spirit alive and
applying the six decision-making criteria that | have described, and
thus | am confident that our “in-Company entrepreneurs” will work
to translate their ideas into new businesses that will be of service to
society in the new age that will unfold henceforth. And if the products
and services that they create are well-received by the market, there is
every reason to believe that we will approach our goal of ¥10 trillion in
net sales by the year 2055, when we celebrate the 100th anniversary
of the founding of Daiwa House Industry.

The fact of the matter is that |, personally, constantly keep in mind
Nobuo Ishibashi’s advice to “do things because they will be of service
to society.” It was because I take seriously our commitment to address-
ing social issues that | conceived of the Group's catchphrase Asu
Fukaketsuno (Indispensable for Tomorrow), which encapsulates our
desire to develop and offer to society the products and services it will

need in the coming years. Asu Fukaketsuno is composed of the initial
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syllables of the Japanese words for safety & comfort, speed and 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. In line with this catchphrase, the Group
has already created numerous businesses addressed to finding solu-
tions to social problems both within Japan and overseas, including in
the areas of robotics, environment and energy, and agriculture, and
we continue to create new businesses across a wide spectrum.

In November 2017, Daiwa House Industry saw a changing of the
guard at the management level, with Keiichi Yoshii becoming the
Company's new President and COO. Mr. Yoshii is a graduate from the
first year of the Daiwa House Juku—a management skills school that
we established to provide future successors to our top management
staff—and as such, he has inherited the business spirit of our founder
and has all the requisite qualities for leadership. | am confident that he
will push the Company further forward along the path of providing
new and truly needed value to society.

We at the Daiwa House Group will continue working toward the
achievement of our founder's ambitious goal. We will not be satisfied
with the status quo, but will always be ambitious and positive, working
to raise the Group's enterprise value to still greater heights and further
enhance shareholder value. It is my sincere hope that the shareholders
of Daiwa House, as well as investors and all our other stakeholders, will
continue to support our ongoing efforts.
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Message from the COO

Contributing to the realization of a sustainable society

through the "bottom-up approach”

I assumed the post of President and COO in November 2017, and as |
take another look at the Group as a whole from my new viewpoint as a
member of the top management, | am once again struck forcefully by
the realization of what a great variety of talented personnel we have
tackling their tasks every day with a positive spirit. | am acutely aware
of my responsibility as the leader of these employees—who hold the
future of the Group in their hands—to guide them toward still greater
corporate growth.

The spirit of our founder will live forever in our hearts

Since | joined Daiwa House | have worked on the front line of
marketing, and have always put great importance on the “bottom-up
approach” to business. Even though the Group's sphere of business
operations has expanded greatly, the central importance of the “front
line” (the building site or the factory shop-floor) remains unchanged.
The bottom-up approach refers to the concepts of “determining
needs and issues on site” and “identifying the realities on the
ground”—both of which are aspects of business that cannot be
ascertained through data alone. Not only our marketing staff, but all
the employees of the Daiwa House Group, are fully trained in this
approach. Moreover, as we can see in the words handed down to us
by our founder Nobuo Ishibashi—"Marketing begins after your offer
has been turned down"—the positive spirit that is born and nurtured
at the front line of business is the driving power of our growth. This is
the business spirit of Nobuo Ishibashi, and will also remain the Group's
corporate DNA for as long as it exists.

The bottom-up approach, just as other aspects of our founder’s
spirit, is not something that can be taught to Group employees over-
night and then acted on. Upon joining the Group, all new employees
are issued with The Future of the Daiwa House Group, a book written
by Nobuo Ishibashi, in which he describes his business philosophy. This
book enables employees who are having difficulty making a decision
to get back in touch with the Company’s roots, and helps show
them the way forward. It is our intention that all executives and other
employees of the Group should become so fully imbued with the spirit
of our founder, as revealed in The Future of the Daiwa House Group
and elsewhere, that they apply it to every aspect of their everyday work.

It is no exaggeration to say that the strength of the Daiwa House
Group lies in the transmission of our founder’s spirit. As a manager,
| believe it my duty to make certain that this tradition is passed on
to the next generation, and to draw up a reliable course toward the

achievement of continuous growth.
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Leveraging the Group’s organizational strength to
realize further growth

The Daiwa House Group is composed of an organizational structure
encompassing a tripartite system of branches/offices, business
divisions, and geographical blocs. Operations are handled by the staff
of the branches/offices from a viewpoint originating from the require-
ments of the front line (building site or factory), while the staff of the
business divisions view issues from the standpoint of their respective
specialties, and the staff responsible for administering the blocs divide
up the entire operational region into smaller areas so as to apportion
resources most effectively to those particular areas that need them.
This system enables us to review our operations from all possible
angles, ensuring multifaceted and efficient business operation.

Thanks to the functioning of this multifaceted organizational struc-
ture, over the past two or three years we have achieved considerable
progress in realizing synergy between different businesses. There have
been cases in which a single business division has wished to under-
take a project but found it difficult to do so. However, by collaborating
with another division or with more than one division, or through
collaboration with Group-member subsidiary companies, they have
been able to bring to fruition projects with a greater level of value
than would otherwise have been possible. The Group is now capable
of handling a wide variety of projects from start to finish, ranging
from the construction of infrastructure through urban development
covering home building and construction of various facilities (as well
as their maintenance and management), to the provision of services.
This capability is the Group’s greatest strength, and we are proud to
say that there are only a handful of other companies—either in Japan
or overseas—that are similarly able to handle every aspect of a project
involving real estate transactions and construction work.

In my opinion, it is precisely because the Group’s comprehensive
capabilities have grown to the point where we can now make
wide-ranging proposals, that we are also able to make our presence
felt in overseas markets. With respect to this, we must remember our
founder's admonition: “Don't get involved in a market just because
you can make a profit” Rather, we will set the stage for further growth
by demonstrating the sort of organizational strength that is needed
to solve the problems faced by the people of each country in which

we operate.

Drawing up a roadmap toward sustained growth

At the moment, the Daiwa House Group is on the verge of reaching
¥4 trillion per annum in net sales in the housing and construction
industries. However, we cannot rely solely on our comprehensive
strengths: | believe we must capture the No.1 market share in the fields
of single-family houses, rental housing, and existing homes business,
among others. This is because there are new growth strategies
for each particular field that are visible only to the company that
dominates that field.

Nobuo Ishibashi set us the ambitious goal of becoming a group
with annual net sales of ¥10 trillion by the year 2055, our 100th
anniversary, and to achieve this we cannot rely on tactical methods
of solving localized problems: we need a thorough rethink of our
medium- and long-term strategies that will set us on the path to new
heights. | intend to draw up a roadmap to enable us to achieve sus-
tained growth, based on my projections of the business environment
twenty or thirty years down the road.

From an early stage, the Daiwa House Group has focused on issues
such as environmental degradation as well as social problems includ-
ing Japan'’s aging population combined with a declining number of
children. In the environmental field, our founder Nobuo Ishibashi was
farsighted, saying that “the 21st century will be the age of wind power,

solar power, and hydro-electric power.” Today, the Group pursues
businesses involving the generation of electric power from renewable
power sources, and actively proposes environment-friendly con-
struction projects. And in 1989, in anticipation of Japan’s increasingly
aging population, Chairman and CEO Takeo Higuchi set up the Silver
Age Research Center to handle the planning and design of medical
and nursing care facilities. In these ways, the growth of the Group
contributes to the sustained development of society through the
creation of businesses aimed at solving social problems.

From here onward, too, in its role as an enterprise that develops in
tandem with a sustainable society, the Daiwa House Group will realize
further growth by operating businesses that people need. And for this
purpose, too, we will focus our efforts on nurturing human resources
who are the inheritors of the business spirit of Nobuo Ishibashi and who
will display the required leadership qualities.

| hope that our shareholders and investors as well as other
stakeholders will continue to support us in our future endeavors.

kgz et/ Yl 5‘/0 'ry

Keiichi Yoshii
President and COO
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The Story of the Daiwa House Group’s Value Creation

@ The history of the Daiwa House Group

Past Current Future

“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

Immediately after WWII, it was expected that Japan would need large amounts of timber for use as buildings materials in the reconstruction of the country. At that
time, Nobuo Ishibashi—who would later become the founder of Daiwa House Industry—harbored a strong desire to protect Japan's forestry resources. A major
typhoon had recently devastated parts of the country, causing immense damage to timber-framed houses, and Mr. Ishibashi noticed that bamboo and rice plants
in the fields had been largely unaffected by the typhoon. This was because their hollow-tube structure allowed them to bend with the wind without breaking.
Seeing this, he was inspired to create the Company’s first product—the Pipe House. Rather than using Japan'’s rapidly diminishing timber resources, Mr. Ishibashi
came up with the concept of the “industrialization of construction,” in which the structural framework of a house consisted of factory-made steel pipes assembled
on site. This enabled the erection of high-quality housing with a short construction period, constituting a revolution in the construction industry of Japan.

4
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Industrialization of . : . . .
Supplier of prefabricated housing Total lifestyle enterprise

Postwar housing and materials shortage

1955—the Pipe House,

our first product

Solving the timber resources shortage
and creating a revolution in the construc-
tion industry of Japan

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 structure, and the
Pipe House pioneered the subsequent
industrialization of construction in Japan,
by which the country’s construction
industry was revolutionized.
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1959—the Midget House

The starting point for the construction
of the prefabricated houses needed to
meet the lack of living space 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 groundwork for
today's prefabricated housing industry.

1962— foreshadowing today’s
housing 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.

On the eve of motorization of
Japanese society

Preparing for advent of aging population

Retailing revolution with advent of
Internet-dominated society

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

Ongoing global warming

1976— startup of retail and wholesale
facilities business

Opening up of new market made possible
by increased motorization

With the growth of motorization in Japan,
we at Daiwa House saw possibilities open-
ing 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 up landowners
seeking effective ways to utilize their idle
land holdings with prospective corporate
tenants looking to open new outlets.

1989— Silver Age Research Center
established

Unique research institution dedicated to
market surveys and analysis of problems
relating to medical and nursing care facilities

We set up the Silver Age Research Center
in anticipation of the fully-fledged arrival
of an aging population, and as part
of our dedication to creating a social
environment 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.

2003— development of large-scale
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, cen-
tered on build-to-suit facilities, which are
closely tailored to meet each individual
tenant company’s requirements. Our
start-to-finish comprehensive services,
from site proposal through facility
design and construction to day-to-day
operation, are now relied on by a large
number of corporations.

2007— Group commenced wind-
generated electric power business
Helping solve global environmental
issues through our Environment & Energy
business

The Group has long focused its attention on
the world’s increasingly severe environmental
issues. We believe that, in the 21st century,
it is vital to commercialize electricity power
generation from the renewable natural sources
of wind, solar radiation, and water. As a first
step, we entered the wind-power field, and
subsequently expanded our use of photovol-
taic power generation using solar panels on
the roofs of our own facilities and others. As a
result, the total amount of electricity generated
by the Group from renewable energy sources
have grown to approximately 302GWh/year*,
sufficient to supply the needs of around 68,000

households. *As of March 31,2018
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The Story of the Daiwa House Group’s Value Creation Past ClumEm Future

@ The Daiwa House Group today

"

In 2005 (the 50th anniversary of the founding of Daiwa House Industry) the Daiwa House Group adopted a new group symbol—the “Endless Heart.
Since then, in line with our motto of being “a group that co-creates value for individuals, communities, and people’s lifestyles,” we have extended our
operations beyond the confines of the category of “house builder” to establish a wide range of businesses needed by society. Our long-term goal is to
help realize a sustainable society by the time we reach our 100th anniversary.

We divide the Group's business operations into three broad areas that we call Housing (construction of single-family houses, rental housing, and
condominiums, and operation of home renovation services), Business (construction and operation of commercial and business facilities, logistics
facilities as well as medical and nursing care facilities, among others), and Life (operation of home centers, hotels, and others). Through these
operations, we aim to provide new value in all aspects of society.

Net sales (FY2005 — FY2017)
FY201 7 (¥ trillion)

Net sales: ¥3,795.9 billion )
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We are no longer just 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.

FY2005 (50th anniversary)
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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” and
two strengths, plus our organizational ability

Past Future

Company philosophy

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

19

The source of our value creation consists of the three “bases”
that we possess—our human resources, customer, and tech-
nology & manufacturing skills—as well as our strengths in data
collection and in the proposal of effective solutions to customer
issues, in addition to the organizational ability that stems from
the matrix formed by our offices and branches, business divi-
sions, and Group-member subsidiaries and affiliates.

Three bases plus two strengths

Thinking from the perspective of each customer
Building relationships of trust

[ » P.69-70

e

Bottom-up approach
Positive attitude

Land-use data
Data on corporate tenants

Sales

onstruction

\

Design

Problem-solving skills E%

honed by meeting

Research and
customer needs doveopment \podut \ N AN\ ) Quly
Technology deve\opment esign rocurement) Production ) Logistics )Construction assurance
development
Our supply chain network
High-quality manufacturing with short construction times

O »r71-72
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Simultaneously with creating new businesses that address social issues, we have also worked to strengthen the Group’s business foundations. These
consist principally of three "bases"—our human resources, which support our ability to continuously evolve in line with our founder’s business
philosophy; our solid customer base, which has been built up over long years of close relationship with our corporate clients and individual customers;
and our thoroughly reliable technological expertise and manufacturing skills, which enable us to embody the value our customers seek in the products
and services we provide. Finally, the data collection capability and problem-solving skills that these three bases have made possible constitute the
Group's vital intangible assets, built up over many years of operation.

At the same time, the Group’s organizational ability has been greatly reinforced thanks to the comprehensive strength provided by the three-
in-one matrix formed by our offices and branches, business divisions, and Group-member subsidiaries and affiliates. In line with our emphasis on
the bottom-up approach and speedy execution, we have delegated considerable decision-making authority to our branches and offices; we have
created business divisions designed to optimally leverage proprietary technology and specialist know-how; and the subsidiaries and affiliates who are
members of the Daiwa House Group work efficiently to highlight the unique characteristics of each of their businesses and to reinforce intra-Group
collaboration.

These important intangible assets and this strong organizational ability operate as the wellspring of our value
creation. They are the Group's prime forte, which will enable us to continue contributing to society across a wide
range of fields through the comprehensive business proposal capability that will come into being from here
onward.

4

Comprehensive
business
proposal capability
that enables us to
offer start-to-finish
services in a wide
range of daily
life areas

Organizational ability made possible through collaboration among

Offices and Branches x Business divisions x Group companies

C 81 places of business

B - h
(offices & branches) ) ottom-up approach (Speed)

C Seven business divisions > < 317 Group companies >

Specialization (originality) Inter-divisional collaboration (synergy)

Business ——— —

Housing

—

Commercial
Facilities

C®

Single-Family
Houses

Other
Businesses

Rental Condominiums

Housing

Logistics,
Business and
Corporate Facilities
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Single-family house Rental housing Condominium Commercial facility ~ General construction Environment and

sales offices sales offices sales offices sales offices sales offices energy sales offices
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Construction
Support Business

Royal Home Center
Daiwa Logistics

DesignArc

_Eg construction Business constructi_
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Existing Homes Business

Health and
‘ Leisure Business

Sports Club NAS

Daiwa House Reform ‘ | Daiwa Royal

Nihon Jyutaku Ryutu ‘ |Daiwa Information Service‘

Daiwa Living | ‘ Daiwa LifeNext ‘
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Note: This report shows Daiwa House Industry’s seven business divisions, non-consolidated
(Single-Family Houses, Rental Housing, Condominiums, Commercial Facilities, General construction, Environment and energy, Overseas).
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The Story of the Daiwa House Group’s Value Creation

@ The Daiwa House Group’s value-creation process

Past

21

Our business is built on a base that is in turn strengthened by the conduct of

that business.

To this virtuous circle that underpins our sustainable growth, Daiwa House
Industry brings a medium- to long-term perspective on both society and the
environment to make social contributions through our business activities.

Changes in the
operating
environment

World

v/ Rising global population

v/ Rapid economic growth and urban
progress in emergent nations

v/ Impact of Al, loT, and big data on
society

v/ Growing severity of climate change
v/ Growth of the sharing economy

v/ Emergence of the millennial
generation

O Maintaining financial
health and making go
use of shareholders’ e

Financial Capital

O Building a trusting rel
ship with stakeholde

Human Capital /

Social Relationship Ca

O Minimization of envir
mental risk and impa

. Natural Capital

=

Japan

v Falls in both total population and
number of households

v/ Overconcentration in Tokyo and
decline of regions

v Planned further increase in consump-
tion tax

v/ Holding of 2020 Tokyo Olympics and
Paralympics

v Aging population and shrinking
workforce

v/ Low birth rate and late marriage taken
hold as demographic characteristics

v Working style reform and increasing
public role of women

v/ Persistence of energy problems
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The value-creation process

Short- and medium-term risks and opportunities for our business

| |
Internal Control Committee / Real Estate Investment Committee /
Risk Management Committee
| |

5th Medium-Term Management Plan

4

Combination of flow businesses and stock businesses

Further Using our

building up our customer base

customer base Life Taking on Contributi Sustainqble
Developing Business challenges to society society
human areas with a positive hrough b

resources ——  — Organizational —————  attitude

thrqugh ability High-quality Improving Our
business Bases products with net sales, sustainable
Building short construc- netincom growth
technology and tion times and ROE

know-how

Problem-solving skills

Medium-Term CSR Plan
(Social Medium-Term Plan / Action Plan for the Environment)

Sustainability Committee / Companywide Environment Committee

Medium- and long-term risks and
opportunities for our base, i.e. future business

Our business model is characterized by a virtuous circle in which, by strengthening our three bases—our human resources, our customer, and our
technology and manufacturing—through our involvement in a diversity of business activities that cover individuals, communities, and people’s
lifestyles under the headings of Housing, Business (non-housing construction), and Life (daily life-related services), we in turn draw on these core
capabilities to generate new business opportunities. This has given us a distinctive business activity portfolio that combines flow businesses and stock

businesses, something not found among other home builders and developers.

To ensure that this virtuous circle retains its integrity into the future, we seek to minimize risks and maximize opportunities by considering our
medium- and long-term risks and opportunities in terms of society and the environment with regard to changes in the operating environment,
and to incorporate these into our Medium-Term CSR Plan (Social Medium-Term Plan and Action Plan for the Environment). As a result, we not only
make a contribution to society and help preserve the natural environment, the very basis of our business is transformed into something that takes
greater account of society and the environment. Through this two-fold approach, we will both help realize a sustainable society and achieve our own

sustainable growth as a company.

FY2017

Business

areas Results (outputs)
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Contribution to society and the environment (outcomes)

p Number of housing units sold: 52,199 (\)
P Units under management*': 896,150 ()
» Number of renovations: 49,721 (/)

P Retail and wholesale facilities constructed: 1,478 ()

P Leasing floorspace of sublease areas within commercial
facilities: 6,157,287m? ()

) Development site area of logistics projects: 8,207,537m? ()

b Orders received for contract-based medical and
nursing care facilities: 574 (/)

Customer visits to our home centers: Approx. 28,526,000 ()

Guest stays at our resort hotels *% Approx. 8,337,000 () Quality of life

%ﬁ Number of sports club users: 188,696 () ~ (Qol)
Number of parking lots under management: 53,375 (/) improvement
Bases Results (outputs)

« Long-life quality

« Purchase and

« Community-based

- Care-based medical

« Home with rental units

« Rental housing

i 0
housing 83.7% boasting advanced

it security features
resale of existing conviced h .
homes - Serviced homes for
elderly

« Advanced logistics
facilities

- Next-generation
industrial parks

commercial facilities

faciliti
aciites « Smart cities
« Slow living Transitionto Contribution to
. Greatgr health lifestyles in CO: redg;tlon:
and leisure - 5.14 million t
« Convenience of environment - Urban greening:
transportation 765,000m?

Contribution to society and the environment (outcomes)

» Number of Daiwa Family Club members** :
234 thousand ()

P Rental housing owners**: 81,606 ()
p Members of Owners Clubs* : 6,728 ()
p Corporate tenants*® : Approx. 4,000 (/)

P Training hours per employee : 3.70 hours per year
P Rate of satisfaction of employees : 82.7% ()

» Number of female managers :
15.3 times compared to FY2005 ()

P Overtime work hours : 5.6 fewer hours per month on
average compared to FY2014

P The Trillion Club (Materials suppliers) : 241 companies

P The Setsuwa Club (Equipment manufacturers) :
149 companies

P Partner companies in construction and manufacturing :
4,663 companies

*1 Combined total for rental houses and condominiums under management
*2 Combined total for resort and city hotels

Satisfaction of
our employees
with respect to
general personnel
development

67 points/100

Number of
companies with
whom we have

- Rate of satisfaction in ten-year inspection

(Single family housing) 95.9%
« Rate of reordering by existing owners

(Rental housing) 39.5%
- Rate of reordering by existing owners

(Retail and wholesale facilities) 33.3%

Proportion of
employees with high
work motivation

64%

Number of employees
trained on-site: 793

*3 Daiwa Family Club is the membership organization for the owners of Daiwa House Industry residences (houses or condominiums) , non-consolidated

*4 Number of landowners on whose land we have built rental housing
*5 Clubs for landowners with whom our commercial facilities business has done business
*6 The number of companies dealt with our commercial facilities business

CSR procurement (Housing: 484
agreements Building construction:
6,593 (95.4%) 309)
Daiwa House Group Integrated Report 2018 22



The Story of the Daiwa House Group’s Value Creation

© A vision of the Daiwa House Group’s future
(co-creating a brighter future for society and environment)

Based on our Medium-Term CSR Plan, we are working from the perspectives of society and the environment to build relationships of trust with

We Wi " make more aCtlve use In our bUSIneSS operatlons Of the stakeholders and minimize environmental risks and impacts. By integrating this work into the value creation process and strengthening the three

“bases” and the “organizational ability” that underpin these activities, these initiatives help us maintain and improve the competitiveness of our existing

prObIem_SOIVing Ski"S we have bUiIt up together With businesses and contribute to society through our operations.

Moreover, by ensuring that this work is put into practice and maintained, we are strengthening our ability to identify complex societal needs, to

Sta keho I ders’ asa Way to expa n d new bu Si ness opportu n ities' engage in dialogue and co-creation with a variety of other parties, and to respond to social issues.

We also intend to make maximum use of our ability to respond to social issues as a means of extending the scope of new business opportunities by
devising business strategies that emerge from these social issues in order to expand our business fields in the future.
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Current: Strengthen business base by addressing social and environmental issues from ) : " .. £ ocial
a longer-term perspective to maintain our competitive advantage Future: New business opportunities arising out of social issues
Medium-T CSR P Problem-solving skills
edium-ferm an based on a bottom-up approach that arise out of Global social issues Expanding our business fields

(Material issues of society and environment) .
our strengthening of our management base

ssauisng ybnoiyy A13120 03 bunngriuo)

The stakeholder meetings held every
_ year since 2004 are a venue for discus-
§ o sion on specific topics with stakeholders Sustainable Development Goals
= 3 who attend in response to our open
| 8 S . ) (SDGs) h . . -
2 2 invitation. The meetings are attended by GrOW snare in core bUSInesseS 5
[=3 = corporate executives and department . . o
<) m NO ZEROD GOODHEALTH =1
=] 3 heads who are there to direct activities 1 POVERTY HUNGER AND WELL-BEING Aim to be No. Tinall segments %
o] —_ . . =
o % and gather information. * oo © . o s
o 3 M?’i‘w Identify overlaps between social issues and <
Customers o o) . A
L o customer needs to enhance the competitiveness of =
- —_— QO
a 3 our core business in Japan. S
% v QUALITY GENDER CLEANWATER
. w EDUCATION EQUALITY AND SANITATION
Business partners !ﬂ i -
8T Since 2015 Daiwa House Industry =0
Employees 58 Exchange of i is engaged in a housing complex E
gg opinions . . he Midorigaok DECENT WORK AND INDUSTRY, INNOVATION =
o 53 T — Community restoration project at the Midorigaoka ECONOMIC GROWTH ANDINFRASTRUCTURE :
% g %‘8 residents Neopolis* in Hyogo Prefecture, one M =
H H 3 . . . . m
Community residents Q |2a3 A - of the suburban housing complexes Expand|ng field of business =
™ | 3§ Qg Collaboration 2 3 we developed during Japan's years of " " . ” 2
g ‘z 9,@ PrTT—" = E strong economic growth. The objective Develop Plus 1 and Plus 2 Businesses z
8 %g_g Imjlustr 8 2 !,s to a.ccelerate‘the establ.\shme.nt of a 1 REDUGED 11 SUsT CIES 1 RESPONSIBLE
: ) A |8 g5 Operationol : multi-generation recycling-oriented INEQUALITIES ANDCOMMUNITIES CONSUMPTION Utilize the customer base and the technology
Action Plan for the Environment o | 225 s community” through exchanging ANDPRODUCTION and manufacturing base of our core businesses to =
(Endless Green Program) Y a“é g Industry opinions with community residents. ) 9 o :3:
Minimization of ) 5% Suburban Housing Complex * Development area: Approx 1 460 thousand develop new businesses that resolve social issues. &
. ERY Lifestyle Study Group Total lots : Approx. 3,400 %
environmental 3y of
risk and impacts 2o CLIMATE LIFE LIFE @
p 13 ACTION 14 BELOW WATER 15 ON LAND g
=
o § To help achieve a carbon-free society, I
=}
Prevention ofglobal warming o o ’§ Daiwa House Industry is working to
o | 239 make its buildings, including retail and
2| &ss< hotels as well as office buildings, into Net
S |38¢g e e e PEACE, JUSTICE PARTNERSHIPS Expand geographic business area
; o |z ildi :
Harmony with 3|32 = Zero Energy Buildings (ZE8s). 16 Mosiiow 17 fokviccons SUSTAINABLE P g g. P ) o
the natural environment 81325 At the Daiwa House Saga Building, LU S DEVELOPMENT Providing high-quality buildings .
54 g Y we have combined solar power o Gg‘"aALS g
g |52 generation and storage batteries to o to people all around the world )
. T30 X R O
Conservation of natural resources 8- S % s create the first office building in Japan to :
& |85 be self-sufficient in electric power using Identify social issues facing emerging nations and )
v (oo 9 ) s ) )
€ |Gas 100% renewable energy. regions and draw on capabilities built up in Japan to
. . . w | 203 : . -
Prevention of chemical pollution 23 = seize business opportunities.
QQQ
< é'

See the Group's Sustainability Report 2018 . P.27-28
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The Story of the Daiwa House Group’s Value Creation

@ A vision of the Daiwa House Group’s future (expanding our business fields)

Nobuo Ishibashi, the founder of Daiwa House Industry, 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.

By expanding both our field of business and our geographic business area, as well as by listening to the voices of the world around us to improve the
market share of the core businesses we have been involved in to date, Daiwa House Industry is taking up the challenge of achieving our dream. This
dream is expressed in our management vision of “realizing a society in which people can live fulfilling lives”.

To achieve this, we seek to lay the groundwork for new business and maintain ongoing growth while also considering contribution to the SDGs,
based around concept of Asu Fukaketsuno (Indispensable for Tomorrow), which details the businesses we must engage in.

To realize our management vision, Daiwa House Industry
will continue to be a corporate group that listens to and
responds to the voices of the world around us so as to
achieve our ambitious dream of annual net sales of ten
trillion yen by our 100th anniversary.

FY2055

Avg. annual growth rate
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FY2030 2.6% (Calculated value) - 100th .
________________ anniversary
Avg. annual growth rate Fy2017z - 75th - “ Safety & comfort A
------------- anniversar - . =
FY2005 7.9% (Fv2005-2017) 62nd | ---- y Net sales ¥10 trillion 5
\anniversary m o
/ y . Speed & stock g
ey ey fields targeteq for achieving Net sales ¥3.7 trillion Key challenges we seek to overcome over the medium term NSIEIELI AL 6 ) " =
- our goal of sustained growth Y 9 overcome over the long term £ =y
Net sales ¥1.5 trillion . E
(from 2005) S
m Welfare &
Grow share in 2 @
“ core businesses 3
m Aim to be No. 1 in all segments ENUTONTEnt Manacement vision @
Contributing to society Achieving zero-energy houses, build- 9 %;
. ings, and community developments 3
through business m ) ) ) . . . =
m Expand business Expanding field of business Realize a society in o
opportunities based on Develop “Plus 1 and . . s
_ Maintaining and social issues Boe 2 Businassoer which people can live 5
improving competitive E g tmsmmomy 19 mmsn 13 N5, Environment fulfilling lives 3
advantage ANDPRODLETON . . =
- Prevention of global warming S
su Expand geograph IC m @ Preservation of biodiversity
m business area B
Providing high-quality buildings . 2
to people all around the world m The environment 3
Vi 3
Population growth and steady economic growth in m Health i
Concentration of populations in cities Worsening labor shortages in logistics industry Persistence of energy problems developed nations oL =4
’ Information- 2
Resolving the problem of empty homesand  Provision of next-generation logistics centers Houses, buildings, and community Provision of high-quality houses g communication g
growing the market for second-hand homes  to resolve that industry’s labor shortfall developments that take account of technology
energy problems .
m Agriculture 3
Groundwork for the future
Adopting our group-wide brand “Liveness”, we Provision of highly functional and well-located Utilizing energy use minimization and renewable In the USA, where steady growth is anticipated,
are drawing on the comprehensive capabilities of logistics facilities through the development of energy generation to achieve a carbon-free soci- Stanley-Martin Communities, LLC has been made o
the group to supply streamlined one-stop services appropriate and suitably located logistics facilities ety through the spread of zero-energy houses, into a subsidiary. We intend to supply high-quality &
for customers that include handling the sale and the adoption of intelligent logistics using the buildings, and community developments. houses in areas where population growth is at
and purchase of existing homes as well as their loT, Al, and robotics. anticipated, and are building our local knowledge. S
purchase and resale and renovation.
A [[su] (] Ka s
Expanding field of business & ‘ Expand geographic business area ‘ @ ‘ Expand geographic business area
‘ Expanding field of business ‘
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