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Chapter 3 The Story of the Group’s Value Creation

Kl Daiwa House Group at a glance

The Daiwa House Group operates six core business segments and generates stable cash flow while developing its businesses both in and outside Japan. In our business activities, we aim to balance the
dual challenges of becoming carbon neutral and achieving corporate profitability in order to contribute to a sustainable society, and in tandem with this, we also actively work to heighten employee

engagement by facilitating employee motivation.
Greenhouse gas emissions throughout the Development and operation of
value chain renewable energy power plants
® Domestic (Japan) ® Overseas (US) 7 0 0
Y 10.3 miu MW
= million t-CO2

Overseas (East Asia)

® Overseas (Europe)

Group companies

(Equivalent to the electricity
consumption of
about 180,000 households)

49 7companies (Reduction rate down 35.6%

Overseas locations @ Overseas (ASEAN, South Asia) compared to fiscal 2015 levels)

2 5 countries

® Overseas (Australia)

Flow/stock ratio (breakdown of sales) Domestic/overseas ratio and composition by segment (operating income composition) Social

Stock business 34% M Single-Family Houses M Rental Housing M Condominiums
(Including M Rental management 29% and Commercial Facilities ™ Logistics, Business and Corporate Facilities
Sale of development properties 5%) M Environment and Energy M Other

Overseas

2% approx. 48,000
Net sales Operating income bomestic 28% 26% Group Employees
¥9,202.9 bitiion +440.2 bitiion 93%
33% F 8% 83%

Flow business
(Construction)

66%
(FY2023) (FY2023)

Note: The above segment composition ratios may not add up to 100% due to the impact of adjustments.
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The road to ¥5 trillion in net sales

Based on the starting point of “Don't do things because they will make a profit, but because they will be of service to society,"we work to anticipate the times and transform our revenue model, and in so doing have
achieved growth in sales at an accelerated pace. Simultaneously, we have brought together the sources of our value creation, namely, our human resources base, customer base, and technology and manufacturing base.
2012

Sales top
¥2 trillion

2015
Sales top
¥3 trillion

2018

Sales top
¥4 trillion FY2023

¥5. 2trillion

Consolidated net sales and domestic housing starts

— Consolidated net sales (Figures prior to FY1985 are non-consolidated) ~ === New housing starts (domestic) ~ == Operating income margin

1995 2005

1961 Sales top “Endless Heart"Group symbol
§ ) ¥1 trillion adopted to mark
Listed on First Section of Osaka Securities Exchange; 1,855 thousand units our 50th anniversary
New housing starts subsequently also on Tokyo and Nagoya FY2023
(domestic): stock exchanges

800
1 million units thousand units
M FY2023
8.5
1955 (FY) 1960 1970 1980 1990 2000 2010 2020
pfr“)”“;;ygﬁy Industrialization of construction Supplier of prefabricated housing Total lifestyle enterprise Group that co-creates value for individuals, communities, and people’s lifestyles

Net sales by segment

Sales top

¥D trillion
Housing field [ Single-Family Houses B Rental Housing M Condominiums M Housing stock]

Sales to|
Business field [ Commercial Facilities [ Logistics, Business and Corporate Facilities B Environment and Energy] P ¥5,202.9 bill
) ) ¥4 trillion 1202.7 billion
Other [m Tourism M Health and leisure M Other]

Sales top
¥3trillion ¥4,1435 bilion .
Sales top ..

¥2 trillion

Sales top

¥ 1trillion ¥2,007.9 billion

¥1,066.2 billion

Founding product
Pipe House

1955 @ 1995 @ 2012 @ 2015 @ 2018 @ 2023
Establishment
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Sales top
¥1

1990’s

Sales top
¥5 trillion

2020'’s

1962 Habikino Neopolis h 1995 Business hotels 2011 2013
With the sale of a large-scale Opened Roynet Hotel Higashi-Osaka America real estate Made Fujita Corporation a
hr?usmg complex as Jagan's ﬂdrstAn (our first business hotel) business whoIIy-owned subsidiary
the private sector, we devised the -
nat'\gn"\s/ first res'\de\:'nvﬂa\ n\wllortgage Purchase of rental housing in Strengthened general contractor
i Ioan system in cooperation with a 2 i . Gty Ca\\forn\a, commenced real estate function
T private financial institution. 000 Renovation business . business
1955 Pipe House 1977 Fullscale expansion of th reno- 2007 2017
.. . vation business with the launch o . .
A steel-pipe structure devised to Condominium business the Home Improvernents Business China condominiums 2012 US Single-Family Houses
contribute to resolving the short- Entered into the condominium busi- De i i i :
X X partment in the Housing Commenced work on the first . .
age of lumber and materials during ness. Sales begin for Green Coop Business Division. combined condominium and ASEAN industrial park Business
the postwar period. Senju, a large-scale condominium. commercial facility development development Us-based single-family houses

1959 Midget House

Developed as a study room that could be
erected in three hours, Midget House con-
tributed to eliminating the housing space
shortage caused by a rising birthrate.

1973 Resort business

Commenced construction on
Shikabe Leisure Village. Full-fledged
entry into the Resort business.

1959 Movable Classroom

Developed the Movable Classroom
as a means to resolve the shortage
of classrooms caused by the
postwar baby boom.

1955 Stated ‘developing people
through business”in the Company
Philosophy (Corporate Creed).

1980
Home center business

Commenced home center busi-
ness. Opened Lumber Nara Store
(currently Royal Home Center Nara)

2002 Start of D Project

Embarked on development of large-
scale logistics facilities, offering a one-
stop service encompassing everything
from site proposals, through design,
construction and management.

business by a Japanese company
in Dalian, China.

Industrial park development begins
in Indonesia and Vietnam

2007
Wind power generation

Completed nine turbines for wind
power generation at Sadamisaki
Peninsula in Ehime Prefecture.

2012
Mega solar

Commenced first stage of mega
solar business, DREAM Solar Kita-
kyushu Hibikinada.

business Stanley Martin joined the
Group, accelerated expansion of the
US single-family houses business

2018
Livness launched

Housing business stock brand
“Livness” launches and subsequently

grows through each business.

1976 1989
Commercial Facilities Silver Age Research Center 2013
Business Established Silver Age Research SMA x ECO TOWN 2020 Data center

Full-scale development of the
distribution store business under
the concept of “utilization of idle
land." From 1978, developed the
LOC System to make effective use
of land.

Center in anticipation of the arrival
of a super-aging society. This
contributed to acquiring orders for
medical and nursing care facilities,
and to the operating and manage-
ment business.

1962 Introduced a corporate
pension system that aims for a“pros-
perous retirement for employees.”

1963 Ppublished The Future of the
Daiwa House Group as a textbook that

1982 Introduced CADNET, an
industry-first interactive automatic
design system

serves as a guidepost for all employees.

2005

Large-scale commercial
facilities
Opened Yokohama Shiki-no-Mori
Foleo, the first directly managed
large-scale combined commercial
facility of its kind.

1995 Acquired 1SO 9001 interna-
tional quality standard certification,
a first in the Japanese construction
industry.

!

2005 Adoption of Endless Heart,
the Daiwa House Group Symbol, on
the occasion of our 50th anniversary

Sales begin for SMA x ECO TOWN
Harumidai, Japan's first net zero
energy town.

2007
Work Life Balance Support System

2005 Lump-sum payment program
for fostering the next generation
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2008 Opened The Daiwa House
Juku, our training program for the
next generation of management.

Construction began on Japan's larg-
est data center park “DPDC Inzai Park”.

2021 Kotokurie

Opened Daiwa House Group's
MIRAI KACHI KYOSO Center
(Kotokurie), one of Japan'’s largest
training facilities.
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The three strengths generated from the source of value creation

The source of the Group's value creation springs forth from our human resource, customer, and technology and manufacturing bases built in tandem with our business expansion. The strengths that
emerge from these three bases include our ability to quickly identify issues and provide solutions, and to meet the needs of local customers. Therein lies our greatest strength, which is our ability to create
value through co-creation, combined with our ability to make comprehensive business proposals informed by our experience in a wide range of business domains and our one-stop-shop system, while
creating societal infrastructure and accompanying lifestyle and culture.

Ability to grasp quickly what is needed and
provide solutions

Over many years, we have nurtured customer relationships based on
our business track record and experience of finding solutions to the
issues facing individual customers. The Company instills in its human
resources the founder’s spirit of “doing timely work” by promptly
grasping what is on the mind of its customers, and to work tirelessly
toward problem resolution.

Land and real estate data aggregation, and business
knowhow gained from customer relationships

Existing owners of houses and condominiums
Real estate information on approx. 500 thousand people

Nationwide
sales

4.7 00 staff*

Landowners
Land information on approx. 40 thousand people

Corporate tenants Needs-based
Information on approx. 4300 tenant companies  * Daiwa House Industry  proposals
(non-consolidated)

© Operations with LOC System and Owners Clubs

Support for corporate tenants nationwide development by matching with land-
owners (Uniglo, drugstores)

® Proposal-driven sales

Solving corporate tenant issues by making both concrete and intangible proposals
in logistics facilities development

ISR The ability to create value thro

‘ Meeting the needs of local customers ‘

Since our founding we have placed importance on having a good
grasp of actual conditions by being on site and seeing what is
actually there. In particular, together with seeing for oneself the
characteristics and issues that occur daily at business sites or that
differ according to area, one of the Company’s unique capabilities is
to accumulate information on land and real estate data.

Listening to voices in the field
Development of a “lifestyle market open to the community”

© Case study of public wholesale market in Toyama City

In a first for Japan, we developed a scheme in which we lease land from
Toyama City, redevelop the market facilities, and lease the buildings to the
city. The city will benefit from the reduced financial burden, and on the sur-
plus land, the Company will build a commercial facility with a supermarket,
home center, a large furniture store, etc, to enhance lifestyle convenience,
and this will create a bustling site for community revitalization.
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co-creation

Capacity to offer
comprehensive business ideas

The Group's comprehensive capabilities, which cover a wide range of
business areas to meet an array of needs based on land and real estate
information, and its diverse value chain (create, foster, and revitalize)
that generates value for societal infrastructure and lifestyle culture,
have transcended the framework of a housing manufacturer and have
become a business model unique to the Company.

Creating a community that co-exists with the environment,
and that connects the future, from youth to the elderly

© Redevelopment of area adjacent to Shin-Sapporo Station

A consortium in which we are a participant undertook a redevelopment
project in front of this station based on the urban development plan formu-
lated by the City of Sapporo in 2014. With the aim of achieving a low-carbon
society and a city that stands up well to disasters, the project is constructing
commercial facilities, hospitals and medical clinics, hotels and condominiums.
A university and a medical school have also been established, creating a
dynamic new area that attracts crowds of people, from the young to the elderly.
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Business model embodying the founder’s spirit - Circular value Chain Model -

We are committed to both generating cash flow and heightening sustainability by promoting business through “Create,“Foster," and “Revitalize,"as well as by strengthening our bases in response to

changes in the world. This will maximize customer LTV* and build LTV by earning the long-term trust and cooperation of stakeholders, which will lead to capturing new business opportunities and business

model innovation. Through the virtuous cycle of our value creation process, we seek solutions to issues society faces, and to realize the Group’s improved corporate value and Our Hopes for the Future.

Generate cash flows through

“developing our businesses”
that are of service to people

Create Foster Revitalize
Construction and Operation and Renovation and
development management redevelopment

Permanently enhance the value of social infrastructure
Continuing to create people’s lifestyle and culture

Resolve social issues
through business

X

Enhance sustainability thro

“strengthening our bases”
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o) in response to changes in the world

e Lowering environmental impacts while reaping corporate profits

o A well-being organization and human resources, and value
creation with stakeholders who share Our Hopes for the Future

o Strengthening our customer, and technology and manufactur-
ing bases through DX

e Corporate governance that realizes Our Hopes for the Future
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Value creation
capabilities gained
through co-creation

Continuing to shoulder the responsibility
for our customers and buildings

Principle of
“being of service
to society”

Trust and sympathy
of stakeholders

needed and provide solutions local customers comprehensive business ideas

Customer Base Human Resources Base Technology and
Manufacturing Base

* Lifetime value (LTV): The revenue (value) generated from customers and buildings over the lifespan of the relationship.

[ Ability to grasp quickly what is } { Meeting the needs of } [ Capacity to offer }

Integrated Report 2024
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The Daiwa House value creation process - Setting our sights on the next ¥5 trillion-

Based on the optimal allocation of our six categories of capital, including our three management bases, and leveraging our unique strengths,
we create value by actively investing in growth areas, human capital, and DX, while taking aim at the next ¥5 trillion.

Value creation in the short to medium term

The source of value creation (inputs)

A system to eliminate impact
on the environment

[ Natural capital

Technology and
manufacturing base

Resolve social issues
through business

Meeting the needs of
Manufacturing capital local customers

Value creation
capabilities gained
through co-creation

® LOC System, data aggregation know-how for land and real estate
Proposal-driven sales, knowledge management

Intellectual capital J ® No. of patent registrations 2,333 items

Operational know-how Ability to grasp quickly what is

needed and provide solutions

Continuing to shoulder the responsibility
for our customers and buildings

Employees who inherit the founder's spirit Capacity to offer

The human resources base hensi . .
that can realize Our Hopes for the Future. comprehensive business ideas

[ Human capital

Trust and sympathy
of stakeholders

Customer base

Social capital Principle of

“being of service
. . to society”
® Real estate development investment amount ® Overseas business Real estate for sale Y

Firm financial base -
¥2.2 trillion ® CVCinvestment amount  ¥30 billion

Financial capital ] ® Strategic investment, capital investment
' (Overseas, renewable energy, M&A, etc)

Note: The number of registered patents is the number of patents held by the 14 major group companies, including the Company (only the number of patents registered in Japan). In addition, real estate development investment in financial capital is based on the five-year plan of our 7th Plan, and CVC investment
is based on the maximum investment amount.
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B The Daiwa House value creation process - Aspiring to an ideal society-

Through the value we create, we will allocate investment to strengthen our six categories of capital and bolster growth areas, and generate new businesses with an eye toward our future business
portfolio. While contributing to the creation of fundamental societal infrastructure and lifestyle culture rooted in regeneration, as set forth in Our Hopes for the Future, we will work toward achieving the
SDGs and pioneer fresh horizons toward sustainable growth and enhanced corporate value.

Output (products and services) Strengthening capital Social value (outcome)
Comprehensive Maximizing customer LTV and the LTV of buildings on the way toward our next ¥5 trillion
Group strengths that
cover broad business . . 8
e :EHG em;slsmns redu(cjtlortwlrate throughout the value chain -40% Circular-oriented society Harmony with the global environment
Natural capital . A 5t Realizing diverse lifestyles
: : P Renewable energy power plants development and operating results (PP) 2,500MwW thed Col:t”,bu:,mg t? (et andh ougs‘\ ng styles Y
Single-Family Renewable energy generation equipment construction results (EPC) - 5,000MW. ClCECALONZILCNOIECCCLY
Houses Optimize lifetime value
Cust
Manuf ) © Business streamlining through BIM system Safety and security ustomers
Bental ancua;icttaulrlng © Supply chain strengthening at construction sites Stable corporate
ental Housin P
=AY © Disaster frequency rate 0% Retain skilled workers management
Contributing to
decarbonization .
Expanding Business otadithesosiet)
Condominiums ) ® Increasing data obtained from digital channels : " we aspire to in 2055:
Intellectual capital o ° business opportunities partners Our Hopes for the Future

® Resolving customer issues

Enhancing brand value Revitalize local A world

communities .
, where we live together
Preservation of

© Comfortable workplace environments A human resources pool ) in harmony embracing the
3 A biodiversity
" ital Increased engagement that continues to provide Community Joys of Life
uman capita i
P © Recruiting and utilizing human capital great value to society residents
Diversity (empowering women, active seniors, etc) and retention of young workers Enhancing motivation
Realizing stable
shareholder returns
) ) _ ; : Raising customer satisfaction External assessments
_ Social capital Delivering quality housing Satisfaction index (NPS)
Environment and 1 month after moving in Shareholders
Energy
® ROE of 13% or higher Transformation of

Realizing stable returns

lifestyles and ways of working
to shareholders

Financial capital ® Payout ratio of 35% or more
® D/E ratio of around 0.6

Employees

Note: Natural capital figures are FY2030 targets. Base year for GHG reduction is 2015. EPC target is for cumulative installed capacity.
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Creating Social Impact | Impact of the Livness business - Maximizing property value and revitalizing distribution -

The Company endeavors to maximize property values and revitalize distribution through our Livness business, which includes brokerage, purchase and resale, and renovation of all real estate in the
housing and business field. We launched our business brand Livness in 2018, setting up a general contact point to respond to lifestyle-related inquiries. In 2024, in order to expand our Livness business
into the Logistics, Business and Corporate Facilities and Commercial Facilities domain, we established the new brand “BIZ Livness."We will leverage the Group’s comprehensive strengths to provide one-
stop solutions to a wide variety of queries, including pertaining to the provision of vacant house management and rental management services for individual customers, and for corporate customers, in
addition to the opening of new stores and remodeling, we will also respond to needs such as property sales.

Market awareness ( Proposals for methods and activities in the Livness business )

(1) Declining number of new housing starts: Projections are for the 800 thousand units in fiscal 2023 to decline to With a sustainable management cycle achieved through Livness, we will contribute to the regeneration and
550 thousand units in fiscal 2040

(2) Existing housing
® Invigorating the renovation market: In a broad sense, the size of the renovation market in 2021 was approxi-
mately ¥7.6 trillion. The market will continue to grow, although only slightly, and expectations are for it to rise

to the upper ¥8 trillion range in 2040.

® Distribution volume: Compared to the existing housing distribution volume in the countries of Europe and the Wness
US, Japan'’s existing housing market offers great room for growth. P purchases

© Shifting awareness of purchasers (diversifying sense of values): The hurdles to purchasing renovated buildings [UTxZ]
are lowering.

(3) Increase in vacant housing: According to the 2023 Housing and Land Survey (Ministry of Internal Affairs and m m m
Communications) there are now a total of nine million vacant houses, and the number and percentage of vacant
houses continue to increase every five years. Queries with regard to “vacant house management"received by the Single-family Rental  Condominiums

Company are also trending higher. houses housings
Livness business results (¥ billion)

M Housing field M Brokering M Renovation [FPurchase and resale " Other

Business field
2300 ——_ 995100 I —

circulation of business and commercial facilities with the added value that only the Daiwa House Group can
provide, just as we offer the conventional Livness business (housing) that covers properties for individuals.

¥142.5 bilion — ¥173.0 bilion Base reorganization Leasing Introduction of
Sales [EXUT%Z] Consolidation ~  Attracting tenants fl environmentalitems
************************ > ¥353.7 billion
- ‘ @ . @ ‘EE @ ‘ .
2026 (FY) . . . Nursing care Nursing Hospitals Commercial Offices Factories Hotels Logistics Data centers
Toward a future business with net sales in facilities schools Clinics facilities facilities

(Plar) the ¥1 trillion range

Note 1: Future market forecasts are based on estimates published by Nomura Research Institute, Ltd.
Note 2: The renovation market in narrow terms means construction for extensions and reconstruction, as well as installations, etc, but in addition to that, in a broader sense it also refers to the market that includes purchasing for durable consumer goods and interior products-related renovation, such as with air
conditioners and furniture, etc.
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