mmmm Chapter § Developing our Businesses

Bolstering competitiveness by expanding business opportunities deriving from

social issues

Daiwa House Industry has evolved a distinctive business portfolio by addressing social issues through enhanced and expanded value chains
and broader product variations anticipating future needs. This diverse portfolio and the ability it gives us to draw on Group synergies enable

us to offer customers comprehensive business proposals, the ultimate strength that drives our performance and growth. Leveraging this

strength, we contribute to society by redeveloping existing communities as well as building whole new ones with a consistent vision.

Business Overview

Summary of business

Annual performance

Strengths
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We leverage diverse plans to produce logistics
facilities to accommodate corporate customers’
needs. We were proactive in developing facilities
customize for e-commerce during its rapid rise, and
we also provide medical, care, social welfare, and
nursing care facilities, food-industry facilities, offices,
and factories. We are actively developing data centers
and municipal markets as well recently.

P Development site area
of logistics projects
10,052,722m?
D Orders received for
contract-based medical
and nursing care facilities
672%

® D Project

® Ability to identify prom-
ising tracts and diverse
business schemes

® Track record building
logistics facilities
and accumulated
know-how
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We provide value through businesses that help
make people’s lives more pleasant in a spectrum
of areas: hotels, fitness, and health and leisure; and
construction support ranging from comprehensive
energy solutions to home centers, logistic services,
and interiors.

P Customer visits to our
home centers 29,270,000

P Generating capacity of
solar power, wind power,
and hydroelectric power
generation facilities

314 sites/ 426MW*°

Single-Family

Houses Business

Business developments for the Sixth Medium-Term Management Plan

Performance targets (¥ billion)
M Sales  -O- Operating income

2017 2018 2019 2020 (FY)

Principal companies: Daiwa House Industry (non-consolidated), Stanley Martin Holdings, LLC,
Rawson Group Pty Ltd., Trumark Companies, LLC

Delivering without delay products and services that customers
truly need by grasping changes in society and lifestyles

Basic policy

1. Center on xevo3, raise the unit price by expanding sales such as of

clinics, etc. (combination housing). As a result of the foregoing and
applying ZEH (net zero energy house) specifications to all products,
average unit price was up ¥30 thousand to ¥39,630 thousand.

In the US where changes in lifestyles caused by COVID-19 were
prominent, Stanley Martin Holdings, LLC, which operates mainly in
the East Coast area, exceeded its initial plan and continued to expand
from fiscal 2019, driven by growing demand for housing in suburban
areas and continued low interest rates on housing loans.

For fiscal 2021, we forecast sales of ¥600.0 billion and operating
income of ¥30.0 billion. While the impact of COVID-19 remains unpre-
dictable, we project that the impact of a steep rise in prices of lumber

and other materials will be negligible.

*1 Figures for Daiwa House Reform only 3-story house skye3

*2 Percentage of involvement is the proportion of existing-owner property deals
(intermediary or direct sales) in which the Daiwa House Group was involved

*3 Number of facilities constructed by the commercial facilities business of Daiwa House
Industry (non-consolidated)

*4 Total for Daiwa House Industry (non-consolidated), Daiwa Lease, and Fujita
*5 Generating capacity of facilities in operation excluding the power consumed internally

39 Daiwa House Group Integrated Report 2021 Daiwa House Group Integrated Report 2021 40
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Principal companies: Daiwa House Industry (non-consolidated), Daiwa Living COMPANIES

Offering quality rental housings satisfying both marketability
Business and customer needs, while supporting owners’ stable,
long-term rental income

Rental Housing

Business developments for the Sixth Medium-Term Management Plan Basic policy

Performance targets (¥ billion)

W Sales [JConstruction [ Rental management [ Sale of development properties 1. Supply more three-stories and medium- to high-rise properties in
-O- Operating income urban areas
98.5
0\90‘8\8%0 2. Shift to larger properties, e.g. rental housing jointly used with
tenants, nursing care facilities, dormitories and company housing
1,005.9 982.7 10200
229 161 206 3. Address rebuilding needs of existing properties
5429 569.7 5913 4. Progressively greater efficiency in management operations
- leveraging IT, loT, and Al-based labor-saving
|:| 439.9 I 396.9 ' { 407.9 5. Develop rental housing with excellent local partners in the United
L States
2019 2020 2021 (FY)
(Plan)

Looking back at FY2020 and actions going forward Fiscal 2020 sales were ¥982.7 billion (-2.3% YoY) and operating income

Rental housing sales rankings (FY2020) was ¥90.8 billion (-7.9%). On the back of restraint in events and in-per-

Nrlomr o son sales activities to prevent the spread of COVID-19, rental housing
Ranking Company name . Share . .
sales units starts in the market declined to approx. 300,000. Number of our hous-
1 Daito Trust Construction 38,261 Approx. 12% ing starts decreased over 30 consecutive months since September
5 Daiwa House Industry 29488 Approx. 9% 2018, representing the challenging order environment.
o We worked to build continuous relationships with customers by
3 Sekisui House 26,033 Approx. 8%

holding regular online seminars targeted at landowners looking for
* Compiled from data published by the companies concerned . o . .
ways to utilize the land they own, and by providing useful information

in a timely manner, such as trends in the market and changes in

Units under Group management/ Occupancy ratio tenant needs under the pandemic.

I Units under Group management (10 thousand)

Occupancy ratio (%) Daiwa Living Management allowed the residents living in its prop-

971 . 069 976 98.2 erties to defer rent payment if they were economically affected by
O—_O\O/O/o the pandemic, and actively provided information on administrative
510 54.3 Rz P = grants and benefits in an effort to protect the livelihoods of tenants.
As a result, as of March 31, 2021, occupancy rate of its properties was

98.2%, among the highest in the industry.
For fiscal 2021, we forecast sales of ¥1,020.0 billion and operating
income of ¥89.0 billion. We will bolster our product line-up to meet
2016 2017 2018 2019 2020 (FY) local needs and further strengthen collaboration with Group com-

panies to propose a variety of land-use solutions to landowners and

offer rental housing of choice for residents.

SEJOUR OTT's GT

Daiwa House Group Integrated Report 2021

Principal companies: Daiwa House Industry (non-consolidated), Cosmos Initia, Daiwa LifeNext

ol Offering safe and comfortable residential experience to
Business condominium customers with our highly value-added

Business developments for the Sixth Medium-Term Management Plan

Performance targets (¥ billion)
W Sales OConstruction [IRental management
-O- Operating income
15.8

2019 2020 2021 (FY)

Looking back at FY2020 and actions going forward

Condominium units for sales by area
(Daiwa House Industry, non-consolidated)

Kyushu 3% Hokkaido/Tohoku 8%
Chugoku/Shikoku 1% \“
Kinki 129% 7

Chubu 9%

FY2020
2,484

Kanto 67%

Condominium buildings and units under management by area

Units under management (10 thousand units)

I Kanto Kinki Other area
=0~ Number of buildings under management (buildings)
6,625 6,727
6,332 6,466
353 36.0 37.1 37.6
48 49 5.1 5.1
15.1 15.5 15.9 15.8
H15,2 H15.4 H 16.0 I 16.5
2017 2018 2019 2020  (FY)

PREMIST Funabashi Tsukada (Chiba) Initia Yokohama Sakuragicho

(Kanagawa)

condominiums designed to minimize environmental impact

Basic policy

1. Expand large-scale, multi-use development projects highlighting
Group synergy

2. Redeveloping and rebuilding in major cities nationwide

3. Development of condominiums for small households or for
the elderly

4. Redeveloping and raising the value of office buildings and rental
condominiums, expanding their sale

Fiscal 2020 sales were ¥339.7 billion (-8.8% YoY) and operating
income was ¥5.3 billion (-66.0%). The order environment was tough
due to restraint in events and delays in the sale of new properties in
the face of the pandemic. We are engaged in development of highly
value-added condominiums designed to achieve customer comfort
and minimize environmental impact. We also worked to improve the
condominium management service by our Group to offer a safe and
comfortable residential experience to condominium customers.

Daiwa House Industry’s “PREMIST Bunkyo Sengoku” (Tokyo), a con-
dominium rebuilt under the new quakeproof standard, was sold out
in a short time for its accessibility to central Tokyo and its surrounding
historic streetscape. Its “PREMIST TOWER Utsubohonmachi” (Osaka)
was selected as a “ZEH-M Ready” building by the Ministry of Economy,
Trade and Industry, in recognition of its improved basic performance
with the use of double sashes and high-performance heat insulation
materials, as well as the high-efficiency built-in systems such as Eco-
Jozu, Eco-Farm, and underfloor heating, all of which were aimed at
reducing environmental impact. The sales are also steadily progress-
ing for its favorable location, comfortable living space adopting loT
and the view from the tower.

Cosmos Initia promoted online marketing and in-person sales
activities based on customers’ preference and proceeded with sales
largely as planned. It also encouraged the sale of renovated condo-
miniums by launching new plans that meet emerging needs, such as
the addition of a workspace within a living room.

For fiscal 2021, we forecast sales of ¥380.0 billion and operating
income of ¥6.0 billion. We ongoingly review marketing methods and sell
completed inventory, while diversifying revenue sources by undertaking
large-scale multi-use development, redevelopment, and rebuilding

projects in regional mid-tier cities leveraging Group synergies.

Daiwa House Group Integrated Report 2021
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Chapter &5 Developing our Businesses

(non-consolidated)

Existing Homes

Business

Performance targets (¥ billion)
MW Sales  -O- Operating income

2019 2020 2021 (FY)

Looking back at FY2020 and actions going forward

Example renovation project

Before

New deals closed, by customer type
Other 139%

General customers 9%

FY2020

Existing owners
78%

Daiwa House Group Integrated Report 2021

Principal companies: Daiwa House Reform, Nihon Jyutaku Ryutu, Daiwa House Industry

Working to expand business by actively advancing our Livness
comprehensive solution brand building on our accumulated
experience and know-how in creating living spaces

Business developments for the Sixth Medium-Term Management Plan

Basic policy

1. Raise the profile of the Livness brand to raise our involvement in
brokerage, purchase, or resale of our own properties

2. Actively expand our purchasing and resale business utilizing our
customer stock and new construction sales networks

3. Increase our renovation workforce via active recruiting activities
4. Construct marketing and construction systems in business fields to
engage in maintenance and renovation of commercial properties

5. Raise the value of existing properties and expand resales

6. Promote the Livness town projects

Fiscal 2020 sales were ¥124.7 billion (-14.4% YoY) and operating
income was ¥10.4 billion (-37.6%). Under the state of emergency
declaration, we temporarily stopped offering inspections (regular
inspections at appropriate intervals) of single-family houses and rental
properties the Company has built, resulting in fewer opportunities to
propose renovations to owners.

However, we continue to strengthen relations with owners
through inspections and propose renovations to extend warrantee
periods. We also focus on offering maintenance services to business
assets of corporate customers to grow orders. During the pandemic,
we were active in proposing solutions adapting to new lifestyles, such
as renovations suitable for teleworking, use of antibacterial/sterilizing
materials, and installation of a hand wash basin at home entrance and
indoor ventilation systems.

As part of the Livness project to stimulate sales of high-quality
existing housing, we actively held campaigns and online seminars for
owners of single-family houses and condos nationwide. In fiscal 2020,
we were involved in 30% of resale transactions of our single-family
houses through brokerage or purchase and resale. We expanded our
Livness business premises to 60 locations across the nation to address a
wide range of concerns the customers face, particularly home owners.

For fiscal 2021, we forecast sales of ¥135.0 billion and operating

income of ¥11.0 billion.

Housing renovation sales ranking (FY2019) (¥ billion)

Ranking Company name Sales
1 Sekisui House Group 152.7
""""""" 2 ‘Sumitomo Realty & Development Group 1246
3 Daiwa House Group 120.6

4 ‘Sekisui Chemical Grouwp 95.0

5 .‘S‘Qmitomo Forestry Group 70.2

* Compiled from data of The Japan Journal of Remodeling (announced in September 2020)

Helping invigorate communities and accommodate diversifying

work- and life-styles with intelligence-gathering and solution-for-

mulation capabilities cultivated with our distinctive LOC system

Business developments for the Sixth Medium-Term Management Plan

Performance targets (¥ billion)

W Sales OConstruction [1Rental management [ Sale of development properties
-O- Operating income

1406 1228 117.0
806.7 808.3
25.9 415 ey 284
2304 2384 2508
5503 5284 i {5007
L
2019 2020 2021 (FY)
(Plan)

LOC System (Land Owner and Company)

Repeat order rate approx. 30%
(FY2020)
Corporate Land
tenants ~-—— Leasing contract — owners

[approx. 4,300] [Members of Owners Clubs:
approx. 6,600]
AN

Proposal of
location for
store opening

Construction
contract

Daiwa House

Industry

[Marketing staff: approx. 740]

Ratio of contracts by facilities (based on contract amount)
Other 14%

FY2020 Stores 31%
Non stores 55%
Price per building trend 550
(¥ million) 490
380
320
280
220
2015 2016 2017 2018 2019 2020 (FY)

Basic policy

1. Leverage area characteristics to expand commissions for large
projects, e.g. logistics facilities, offices, medical and nursing care
facilities, and hotels

2. Expand the profit-earning real estate business by purchasing
existing properties

3. Expand the development and sale of investment properties

4. Strengthen our overseas business by entering the ASEAN and
North American markets

Fiscal 2020 sales were ¥808.3 billion (+0.2% YoY) and operating
income was ¥122.8 billion (-12.6%). Contract construction works
declined as the spread of COVID-19 depressed hotel construction
demand. The city hotels operated by our Group companies also
remained in a severe condition with declining occupancy rates,
despite a temporary recovery supported by a subsidy program
aimed at promoting domestic tourism . Meanwhile, we designed and
proposed store-opening plans that matched tenant corporations'
strategic needs and offered various plans to make the best of the
particular characteristics of each region. As a result, contracts grew
with drugstores, supermarkets, home electronics stores and other
consumer products companies with a strong appetite for opening
stores in regional living areas.

In terms of large projects, we promote development of multipur-
pose facilities such as iias Kasugai (Kasugai, Aichi Prefecture) and a
large-scale renewal of the shopping center “ALPARK" (Hiroshima,
Hiroshima Prefecture) operated by our group company, Daiwa
Information Service.

For fiscal 2021, we forecast sales of ¥780.0 billion and operating
income of ¥117.0 billion. Seeking to meet the various needs of our
tenants and maximize operational synergies, we decided to merge two
of our Group companies Daiwa Royal and Daiwa Information Service
in October 2021 to launch Daiwa House Realty Mgt. The integration is
intended to grow the business by rationalizing corporate management

and establishing a business structure with enhanced profitability.

Mixed-use property Roadside stores

Daiwa House Group Integrated Report 2021
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Chapter & Developing our Businesses

Daiwa House Group’s Real Estate Development

Expanding sphere of operations by producing facility construction Investments in Real Estate Development and Risk Management

45

Business developments for the Sixth Medium-Term Management Plan

that accommodate various needs of corporate customers and
providing total support for effective utilization of their assets

Performance targets (¥ billion)

B Sales [JConstruction
O- Operating income

Rental management

Sale of development properties

Basic policy

1. Developing logistics facilities incorporating multiple functions like
offices, R&D, etc,, or high value-added logistics facilities adopting

Establishment of Business Investments Committee

The Company's Business Investments Committee is established to ensure
that appropriate decisions will be made about important potential invest-
ments in the real estate development business and other businesses after
sufficient deliberations and discussions through assessments of their
feasibility and risks. As a rule, a meeting of the Committee is held once
in every 10 days or so and chaired by the president of the Company. The
Company's decisions will be made through an electronic collective deci-
sion-making process, which will proceed in parallel with the Committee,
and will be resolved by the Board of Directors.

like (concessions pertaining to airports, parks, roads or other similar infra-
structure), and other potential newsworthy projects, which may signifi-
cantly affect society, will be on the Committee’s agenda for deliberation,
regardless of whether the land or facilities are owned publicly or privately.
Furthermore, if a potential project may pose a significant reputational risk
to the Company, or if the Company may essentially take total responsi-
bility for a potential project due to the structure of its business partners
even though the Company's investment ratio is low, then the project will
be deliberated, regardless of the investment amount requirement. The

1206 1159 the loT/Al ) A . ' ) L .
O ® The Committee will deliberate over potential domestic or overseas Committee has been sitting since 2008 and had considered a total of 383
1(8-0 2. Maintaining current build-to-suit (BTS) logistics facilities accurately investment projects of a certain amount or more, according to the invest- projects as of the end of fiscal 2020.
1,152.3 . ’ ’ ment amount classifications, to facilitate the collective decision-makin
140.6 989.9 1,070.0 meeting tenant needs and rapid development of multi-use £Di , . ¢ 9 Note: The Real Estate Investment Committee was renamed Business Investments
81.1 1796 219.0 facilities process and the Board of Directors’ resolutions. However, regardless ofthe Committee in October 2020. Potential investments in all types of projects are subject
869' amounts, any projects involving operation of highly public facilities or the to its deliberation so as to conduct careful risk assessment and strengthen monitoring.
. i
[ 3. Promoting mixed use development for large medical, care, or : . o . . . . .
b 9 P 9 ' ' Deliberation and decision-making process according to impact of risk (based on investment amount)
9306 1234 {17500 social welfare facilities
' b ) o ) ) o ‘ High ‘ ’ Deliberation ‘ ‘ Decision-making
[ 4. Widen destination countries overseas by developing logistics real =
[ >
2019 2020 2021 (FY) estate and industrial parks 2 Resolutions by the Board of Directors
(Plan) 5 g = Deliberation by Business Investments Committee Electronical
sS= : Any potential project will be subject t
o y potential project will be subject to a
g - botontial hh i Rl collective resolution by the Board of Directors if
) - - 2 otential newswortny projects that may signiticantly ici i the Business Investments Committee finds it
. (o) = . . . =
Fiscal 2020 sales were ¥989.9 billion (-14.1% YoY) and operating income affect society will be on the Committee’s agenda for IS i ST necessary, or depending on certain conditions,
. was ¥115.9 billion (-3.9%). Contract construction works of existin Low deliberation such as the location of the business (overseas).
Orders received, by segment 9
(Daiwa House In’dustry non-consolidated) orders progressed steadily, but the order environment remained tough
’
as corporations remained cautious about capital investment during the . . . .
Endh eleEs Other 4.0% Deliberation based on unique criteria

9.1% -

pandemic. Meanwhile, we are accelerating the construction of logistics
facilities to meet the increasing demand for them with the expansion

The Business Investments Committee deliberates potential projects

impacts and appropriateness of construction costs) as well as whether

Medicaland of the e-commerce market demanded by consumers staying at home. based on explanations given by the drafting and related departments. going ahead with the investment is consistent with the Company’s man-
nursing care facilities Logistics facilities The number of logistics facilities we developed came to approx. 300 The Company has set hurdle rates for the internal rate of return (IRR) as agement philosophy, management strategies, and brand image. Thus, a
14.6% FY2020 58.1% ) i ) o ) T investment criteria for investments in the real estate development. The project that is economically viable as an investment might not go ahead
sites and its total floorspace achieved 10 million m?, both marking implementation of a potential investment will be adopted if the relevant if other aspects significantly conflict with the Company’s overall goals

Factories the highest in Japan. To survive the intensifying competition due rate requirement is met. At the same time, the Committee’s deliberations or vision, or has a significant environmental impact. The risk assessment
14.2% to an increase of new entrants, we work to differentiate our facilities involve risk assessments (16 departments, 26 items) from multiple items are subject to periodic review. The criteria for other business invest-

Aggregate logistics-facility floorspace developed under
the D Project real estate securitization scheme*
(thousand m?)

with solutions for automation and labor-saving of on-site work and by
developing high-performance facilities.

Targeting clients in outdated facilities and hospitals that did not
meet earthquake resistance standards, we stepped up our proposals
to rebuild and relocate. We also strengthened our lineup of solutions
to meet the management needs of healthcare corporations, such as

perspectives, including social and environmental the ESG viewpointones
(legal risks and risks associated with soil or groundwater contamination,
soil conditions, proneness to flooding and other disasters, environmental

Major real estate development projects subject to deliberation

ments are according to those for real estate development. In fiscal 2020
the Committee considered 42 projects, of which four were put on hold
after thorough deliberation.

Risk assessment for investment decisions

[Economic risk assessment] -Set IRR hurdle rates*

Single-family houses,
condominiums and other

Profit-earning real estate through
purchase or lease of land or

+

. Hokkaido 275 those operating homes for senior citizens or multipurpose nursing real estate for sale construction of buildings . -Consistency évxéh mdanagement philosophy, management
S 7 7R . ultilateral ris strategies and brand image
Kyushu care facilities. To the “Hofu No.2 Techno-Town” in Hofu, Yamaguchi O -Lega\?‘\sks °
Chugoku/Shikoku 386 Tohoku 406 Prefecture, which is currently under development, we succeeded Profit-earning real estate involving Private Finance Initiative (PFI), T e ——— -Environmental impact, such as soil or groundwater pollution,
- first ] In dat ; field of potential capital contributions to special redevelopment, land readjust- 61t p 1 ’ %L?/Lilrr;i;oemntitwitggarzkss
) - ; imi i items .
Kinki 1,052 IN attracting irs Compar?'QS N data centers, a fie O po 'en lal Tor purpose companies (SPCs) or the like ment and other similar projects o/ EHE TS5, 6 G SEile @ais, G
Total growth, we are developing a data center park, which will be the

10,052

Hokushinetsu/Chubu
1,17

Kanto 6,103

*Includes under construction, as of March 31, 2021

largest in Japan, in Inzai, Chiba Prefecture.

For fiscal 2021, we forecast sales of ¥1,070.0 billion and operating
income of ¥100.0 billion. In addition to logistics facilities and indus-
trial parks, we are expanding into new fields including data centers,
redevelopment of regional wholesale markets and closed onshore
aquaculture facilities .

* To be set based on the WACC (weighted average cost of shareholders’ equity and liabilities)
by taking into consideration additional factors such as risk premiums.

Trends of invested real estate and real estate development investment

Trends of invested real estate and real estate development investment

Breakdown of real estate available for sale

(¥ billion) 1,290.5 (¥ billion)
Il Real estate available for sale L2285
Profit-earning real estates 1.077.9 3441 Overseas Rental housing
71. 7.
-O- Investments o309 10 367.9 934 39.8
3411 '
3262 -
716.2 3149 Commercial
625.7 facilit
520.7 282.0 0463 i%;ej
2132 s 2621 —_— 8607 Logistics, FY2020 '
2050 : v 589.0 645.7 business and ¥946.3
980 2785 SLEKD : 3626 corporate facilities
g ! 2% 0 &S = 709.6
Logistics facilities Data centers Gymnasium (Fujita) Driving license testing site (Daiwa Lease) 1628 20 159 . . [ :
2012 2013 2014 2015 2016 2017 2018 2019 2020 (FY)
Daiwa House Group Integrated Report 2021 Daiwa House Group Integrated Report 2021 46
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Other Businesses

Business developments for the Sixth Medium-Term Management Plan

Performance targets (¥ billion)
M Sales  -O- Operating income

19.2
O

530.0

2019 2020 2021 (FY)

Providing value in a spectrum of area related to
people’s lives like construction support, environment and
energy, and health and leisure

Looking back at FY2020 and actions going forward

The Home Centers business developed stores useful in the lives of
various customers by capturing the stay-at-home consumption, and
the Logistics Services business developed logistics bases optimal
for each customer’s business, both of which performed strongly.
However, as the Resort hotels and Sports clubs businesses were
largely affected by COVID-19, sales were ¥507.3 billion (-4.3% YoY) and
operating income was ¥10.7 billion (-44.1%).

For fiscal 2021, we forecast sales of ¥490.0 billion and operating
income of ¥15.0 billion, despite the ongoing impact of the pandemic

on the Resort hotels and Sports clubs businesses.

Features and strengths

Construction support

Principal companies:
Royal Home Center, Daiwa Logistics, DesignArc

Home centers

Royal Home Center has 59 locations across Japan offering their
communities unique services and local needs-tailored selections of
DIV, interior, gardening, and pet goods, as well as renovation and

professional grade building materials.

Home center business

Logistics services

Daiwa Logistics operates a logistics network with a massive 97 bases
throughout Japan to deliver logistics services tailored to customers’

business models.

Interiors business

DesignArc creates spaces embodying contemporary trends and cus-
tomer needs for the interiors of hotels, offices, and other commercial
spaces as well as living spaces in single-family houses, condominiums,

and housing showrooms.
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Health and leisure

Principal companies: Daiwa Resort, Sports Club NAS

Resort hotels

Daiwa Resort operates 27 resort hotels under the Daiwa Royal Hotel
brand, offering quality services. Its hotels are all designed to drive the

community development.

THE HAMANAKO

THE KASHIHARA

Sports clubs

Sports Club NAS operates 71 facilities nationwide. Designed to satisfy
the people’s growing interest in getting exercise and maintaining
health and beauty, they provide spaces where people of all ages can

have fun staying.

Sports Club NAS

Environment and energy

Principal companies: Daiwa House Industry (non-consolidated), Daiwa Energy, Eneserve Corporation

Contributing to the spread of renewable energy to realize a carbon-free society

Our environmental energy business provides environmental and
energy solutions with our technology, planning, and comprehensive
capabilities .

As a provider of EPC (engineering, procurement, and construction
of power plants for renewable energy) , we construct renewable
energy power plants centering on photovoltaic generation facilities
and mega solar farms, accumulating a solid track record nationwide.

We also provide PPS (electric power retail business as a power pro-
ducer and supplier) to both corporate customers such as offices and
factories and for individual customers including single-family houses
and rental housing.

In the field of IPP (electric power generation business as an inde-
pendent power producer), we develop and operate renewable energy
plants such as mega solar farms and wind-power plants leveraging
the Group's idle land and building roofs. Currently our solar, wind, and
hydroelectric generating facilities have 427MW of capacity.

With the world rapidly going carbon-free, renewable energy con-
tinues to grow in importance, and the Group works actively to help

popularize the use of renewable energy.

Photovoltaic power generation business

Environmental energy business (¥ billion)

[ Sales
—O— Operating income
9.9
8.8 9.0
155.5 167.2
140.0
2019 2020 2021 (FY)
(Plan)

Wind generation business

Other businesses

Principal companies: Daiwa House Parking, Daiwa House Financial, Daiwa House Insurance

Daiwa House is also involved in the parking business, which contrib-
utes to society by providing profitable, high-convenience parking
areas. We also manage private homes for the elderly and assisted-liv-
ing residential facilities for seniors. These provide residential and other
facilities where elderly people can live in comfort. Our range of finan-
cial services is also developing, including credit cards and insurance

agencies.

Car parking business

Daiwa House Group Integrated Report 2021
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Chapter & Developing our Businesses

Feature | Daiwa House Group’s Overseas Businesses

Delivering quality construction and services to people all over the world while
sharpening our business acumen and lowering risk for the whole Group

Performance targets (¥ billion)

Sales -O- Operating income
North America 18 China
Australia I Other
Il ASEAN 400.0
277.3 3018 236.1
116.9 19:5 20.0
221768 i
57.2 369 450
36.9 i 35.7
26.6 1379
244 45.2
2019 2020 2021 (FY)
(Plan)

Note: Totals include consolidation adjustments

To bring Daiwa House Industry’s quality architectural workmanship
and services to people around the world, we have developed overseas
interests spanning 24 countries and territories, maximizing on business
resources we have accumulated to date.

In fiscal 2020, the US housing businesses performed strongly, and
housing demand has been expanding in China following a quick
recovery from the pandemic. Meanwhile, ASEAN countries and others
remained in difficult economic conditions as the spread of infections
became severe. The overseas business sales were ¥301.8 billion and
operating income was ¥19.5 billion. For fiscal 2021, we continue to
make sustainable project investment, working to achieve sales of

¥400.0 billion and operating income of ¥20.0 billion.

By region

The Americas (North America)

Producing results of M&A in single-family houses, focus also on rental
housing and condominiums to eventually extend coverage nationwide
In fiscal 2020, Stanley Martin Holdings, LLC operating the Single-Family
Houses Business mainly in the East Coast area steadily expanded
earnings, driven by growing demand for housing in suburban areas
and continued low interest rates on housing loans. In recognition of
its aggressive business development despite the pandemic, Stanley
Martin was named BUILDER magazine's prestigious 2021 national
“Builder of the Year.”

In the Rental Housing Business, we completed as planned the sale
of Cooper Street , a rental housing property which had been in stable
operation in a suburb of Boston. In the Condominiums Business, we
are advancing 100 Claremont Avenue Project of 41 stories above
the ground in Manhattan, New York. In Houston, Texas which has
experienced remarkable population growth, we are developing the
Block 98 Project , a property with 43 stories aboveground jointly with
Nishi-Nippon Railroad Co., Ltd. Both of these buildings are slated for
completion in fiscal 2023.

While there are concerns for a steep rise in prices of lumber and
other materials , Trumark Companies, LLC, a west-coast single-family
home builder joined the Group in February 2020 is forecast to fully

contribute to the performance from fiscal 2021.

A type of single-family
house offered by
Stanley Martin Holdings, LLC
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In the US market, where strong housing demand is expected due to
population growth, the Group has been developing its single-family
houses business in the eastern, southern and western parts of the
nation, which have particularly robust economies. In the course
of expanding business opportunities in the nation, we affiliated
CastleRock Communities LLC (“CastleRock”) engaged in the sin-
gle-family houses business in Texas in September 2021.

CastleRock specializes in the development of residential land and
the development and sale of single-family houses in Texas, where
the housing market is expected to expand, delivering 1,628 homes
in 2020. Its growth-oriented, customer-centric, and human-oriented
management approach of developing talent internally has a close
affinity with the Group’s culture and values. Having determined that
CastleRock is an appropriate partner for the development of our
business in Texas, we conducted this M&A. By sharing and mutually
utilizing the know-how and experience of both companies, we aim
to expand sales channel in the southern US and collaborate in a

wide range of housing-related businesses.

Architectural rendering of
the 100 Claremont Avenue Project
(high-rise on right)

By region

Pacific (Australia)

Meeting homeowners’ needs by combining our knowhow
in residential housing and real estate development in the
market heading for recovery

The Australia’s housing market is picking up backed by the govern-
ment's housing affordability package and economic stimulus mea-
sures after the downturn of recent years. A quick economic recovery
from the pandemic that left only a minor impact is also supporting the
current growth.

In fiscal 2020, orders for the Box Hill Project, a large-scale subdivision
development encompassing some 1,500 lots underway in the suburbs
of Sydney from 2018, dropped temporarily due to the pandemic.
Driven by the government’s economic stimulus measures, however,
sales then progressed steadily and orders outpaced our initial plan.

Rawson Group Pty Ltd. is now working to fill its order books after
having reworked its pricing strategies to better fit potential homeown-

ers' needs, aiming to achieve profitability in fiscal 2021.

ASEAN and South Asia

Contributing to economic growth in ASEAN countries by
developing industrial parks, serviced apartments, hotels,
and other infrastructure

While ASEAN countries’ economic growth rates varied widely in the
pace of recovery from the pandemic, our logistics facilities develop-
ment progressed steadily leveraging our strengths accumulated in
Japan. In Malaysia, we began construction of D Project Malaysia Il in
September 2020, the second multi-tenant logistics facility in the nation
that follows the D Project Malaysia |, which was developed from 2019
and fully occupied before its completion. In Vietnam where economic
growth continues, we established Daiwa Logistics Vietnam Co,, Ltd. to
focus on developing logistics facilities capable of providing storage in
the four temperature bands, accommodating needs for sophisticated
logistics services.

In the Water Front City Project , which was being developed in
Vietnam jointly with our subsidiary Fujita to seize post-covid oppor-
tunities, we opened Roygent Parks Hai Phong , a long-stay hotel
with 152 guest rooms, in April 2020. We will meet accommodation
needs leveraging its favorable location close to an industrial park. In
Indonesia, we opened in August 2021 serviced apartments via alma
KOTA DELTAMAS for Japanese families, which were jointly developed

with Sojitz Corporation.

Architectural rendering of
D Project Malaysia I

East Asia (China, Taiwan)

Providing the full suite of services from condominium devel-
opment to post-move-in customer care, all in high quality
drawing on knowhow accumulated in Japan

We develop the condominiums business in China where a real GDP
growth rate remains high even during the pandemic. At a Grace
Residence being built in Changzhou, Jiangsu province, all of its 636
units were already sold, waiting for its completion in March 2022.
Another Grace Residence in Nantong, also a Jiangsu city, had its 1,480
units all sold out. The first phase of the project is slated for completion
in November 2021, which will contribute to earnings from fiscal 2022.
Currently, preparations are underway to start construction of the third
condominium development project in Changzhou in October 2021.
We focus our efforts on post-move-in customer care and management
service of condominiums in recent years. The number of properties
under our management is projected to exceed 10,000, including those
slated for completion.

In Taiwan, the Kaohsiung project (tentative name) is underway, a
multi-purpose development consisting of a hotel and a condominium.
Sale of its 227 residential units has been strong, with a closing rate of

approx. 90%. The project is slated for completion in July 2023.

Europe

Expanding into the European market at full scale,
aiming to offer better lives around the world
In Europe , with the population growth in its major countries, there
arise issues such as a shortage of housing, a lack of craftsmen and the
soaring building material prices. As a stepping stone in our full-fledged
entry into the area, we made Flexbuild Holding B.V. specialized in
sales and rents of modular building products in the Netherlands, and
its operating company, the Jan Snel Group, into our subsidiaries in
January 2021, and started operation as Daiwa House Modular Europe.
We will work to create synergies and expand our business in the
European market by combining the Group's expertise in high-quality
industrialized housing and the technologies and sales network Jan
Snel Group possesses in Europe, so as to be able to supply the housing

needed in the continent.
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Chapter & Developing our Businesses

Feature | Digital transformation (DX) initiatives

Promoting DX initiatives to drive innovations with our diverse working Digital construction projects

styles and manufacturing expertise, in response to society’s needs

As a construction industry leader, we are, with the promotion of digital transformation (DX), tackling the challenge of overhauling the way
our people work at construction sites so that duties can be an even more satisfying experience for them. Transforming the past “difficult,
In the construction industry where a decline and aging of skilled workers are progressing, technical innovation based on digitalization is expected to dirty and dangerous” image, we will, through the digital construction projects, pursue worksites that become the “dream” of the younger
grow in importance. Moreover, with a shift to new lifestyles and business models in line with the pandemic, digitalization will pick up speed across generation upon whose shoulders rests the future of the construction industry. By merging real and virtual worlds with the use of digital
the society. technologies, we will offer an exciting experience to customers, while at the same time exploring new sources of revenue by leveraging

Looking ahead to changes in the social environment, the Daiwa House Group has become the first in the industry to launch digital construction information relating to our manufacturing expertise (monozukuri).

Focal themes in digital construction projects

(1) Labor-saving and automation of
management and supervision

projects in fiscal 2019 and a telework promotion project in fiscal 2020, in an effort to digitalize our value chains and back-office function.

We promote digitalization in both our businesses and bases to adapt to social changes, and by developing an environment to foster open innova-

(5 System construction and operation,
and human resources development

tion, aim to create new value.

(3 Labor-saving and automation of design

(2) Labor-saving and automation of (@) Development of a next-generation

Initiatives and vision in DX promotion

Digitalize value chain

We seek to enhance productivity of the con-
struction process and increase the asset value
of buildings delivered to clients. We also realize
construction sites that are easy to work in for
everyone by upgrading safety control at con-
struction sites with the use of Al, loT and robots.

Digital construction projects

[T] p.52

Manufacturing reform using BIM
Centralize information on the entire process, from
product development through sales to design,
construction, maintenance and management

Properties data governance

Offer post-move-in services quickly with electroni-
cally-managed property information

Create new values powered by DX

Reform operations and business models

Open innovation

Promote value creation with open inno-
vation network

Organizations to support DX promotion

Digitalize the value chain

Construction and BIM Promotion
Department

Daiwa House Group Integrated Report 2021

Oversee the entire process and IT systems

Corporate Strategy Planning
Department (DX Promotion Office )

Share information and coordinate

Head office/Business divisions

Digitalize back-office function

We realize new working styles through devel-
oping internal IT infrastructure and rebuilding
operational flow and office environment not
premised on physical attendance.

Telework promotion project

L[] p52

Communications reform
Communication aimed at maximizing organiza-
tional capabilities and increasing productivity in a
secure environment

Revamp operational systems

Revamp systems so as to adapt quickly to changes
in environment in and outside the Company

Strengthen information security measures
Minimize IT-related risks across the Group

Enhance governance in Group accounting

Develop accounting systems that keep pace with
expanding field and globalization of business

Digitalize back-office function

Information Systems Department/
Product Development Systems Department

operation industrialization system

(@ Labor-saving and automation of management
and supervision

(2) Labor-saving and automation of operation

® Visualize construction sites
Centralize on-site information and share it with relevant
parties by using Properties Portal Site and Dashboard

® Open a Smart Control Center (remote control room)
Accumulate data to realize automation at construction sites

® Utilize loT devices
Optimize the number of workers at site, increase accuracy
and record quality automatically

® Increase the use of prefabrication method
Shorten construction period with reduced operations

Establish technologies to reduce manpower for, or automate
quality inspection, safety control, process management and
budget management with the goal of achieving labor-saving
on-site management and automation of related operations.

Promote labor-saving of construction sites and automation
of unskilled work by pursuing further industrialization of
construction, based on robotics technology, supportive
technology and increased use of prefabrication method.

Auto-controlled construction devices using
location data

Telework promotion project

We are digitalizing our back-office function to realize new, flexible
working styles through rebuilding the office environment. The effort
includes development of internal IT infrastructure and revision of
operational flow where coming to the office will no longer be a pre-
requisite. For teleworking, in particular, we launched the program
on a trial basis in 2018 and have built a new, company-wide mobile
environment that provides secure and comfortable communication
through internet connection at home and via Wi-Fi services. This has
enabled all employees to access the in-house systems from home or
construction sites using devices rented by the Company, and per-

form their duties in an environment equivalent to that in the office.

Onsite inspection using Mixed Reality (MR)

Land survey data linked to an app

In the wake of the COVID-19 pandemic, we introduced
teleworking at all domestic offices in April 2020, and launched
a telework promotion project in September to accelerate our
efforts to elevate it to permanent work style reform as an element
of sustainable growth. We also adopted flextime arrangements,
which are highly compatible with teleworking, in April 2021.

Through the project, in tandem with workplace digitalization,
we are reforming the way we communicate so as to maximize
organizational capabilities and increase productivity in a secure
environment. We also aim at maximizing results by having each
and every employee to think for themselves how to work efficiently

and productively, and achieve independent, proactive work styles.
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