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Forward-Looking Statements

This Integrated Report contains forward-looking statements about the Daiwa Securities Group. You can identify these statements by the fact that they do not relate
strictly to historic or current facts. These statements discuss future expectations, identify strategies, contain projections of results of operations or of financial condi-
tion, or state other “forward-looking” information. These statements are based on currently available information and represent the beliefs of the management of the
Daiwa Securities Group. These statements are subject to numerous risks and uncertainties that could cause the Daiwa Securities Group’s actual results, perfor-
mance, achievements or financial condition to differ materially from those described or implied in the forward-looking statements. The Daiwa Securities Group under-
takes no obligation to publicly update any forward-looking statements after the date of issuance of this report. These potential risks and uncertainties include, but are
not limited to: competition within the financial services industries in Japan and overseas, our ability to adjust our business focus and to maintain profitable strategic
alliances, volatile and sudden movements in the international securities markets, and foreign exchange and global economic situations affecting the Daiwa Securities
Group. “FY2020” refers to the fiscal year ended March 31, 2021, and other fiscal years are referred to in a corresponding manner.

In the event that any material corrections are made to the content of the Integrated Report, an erratum will be posted on the Group’s website.
https://www.daiwa-grp.jp/english/ir/toolkit/annualreport/
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Editorial Policy

Publication of Daiwa Securities Group Integrated Report 2021

In the spring of 2021, Daiwa Securities Group announced both Vision 2030, which shows the kind of company we are
aiming to be in 2030, and the Medium-Term Management Plan “Passion for the Best” 2023, covering the first three years of
that period.

Based on the Corporate Principles, which consist of four components —“building trust,” “placing importance on per-
sonnel,” “contributing to society,” and “maintaining healthy earnings results” —the Group is working to implement the Vision
and new Medium-Term Management Plan while continuously enhancing corporate value. To deepen understanding of the
corporate activities the Group is undertaking to achieve these objectives and to generate value together with all of our
stakeholders, we have created this integrated report as a tool for dialogue.

In particular, Integrated Report 2021 includes not only an outline of Vision 2030 and the new Medium-Term Management
Plan, but also seeks to convey what kind of discussions the Group engaged in during the processes of crafting these
statements, where we will place emphasis in realizing them, and what kind of company we are aiming to become, drawing
on both quantitative and qualitative information and bringing in the voices of outside directors, management, and employees.

Concerning ESG issues, we drew on advice we received from investors based on the integrated report and other
channels in our discussions about crafting the Vision and Medium-Term Management Plan. We are continuing to enhance
content in FY2021 so that the integrated report can be an even more useful tool for investors and stakeholders. Detailed
ESG-related data and other information are available on our website. | would appreciate it if you would provide us with your
opinions on this report.

Environment
. \ Social
qD @ ,A :] Governance |
[

|
Seiji Nakata Guidance for
President and CEO Colla borat!ve
Daiwa Securities Group Inc. Value Creation

Note: Please send your comments and questions here: https://www.daiwa-grp.jp/ir/english/inquiry.html

Position of Integrated Report in Disclosure Documents

o Financial Non-financial With the aim of communicating the history,

current, and future value creation activities
Business Report of Daiwa Securities Group to stakeholders in
an easy-to-understand manner, we have
selected information on important points
and efforts over the last year. In identifying
information to be presented as well as the
composition of the Report, we referred to

[ the Guidance for Integrated Corporate
Disclosure and Company-Investor Dialogues
for Collaborative Value Creation produced by
the Ministry of Economy, Trade and Industry
Corporate and the International Integrated Reporting

: : ; " Governance Framework of the Value Reporting
v Financial summaries, Securities Reports, etc.*’ Report*! Foundation (VRF).

Detailed ||

Concise ‘ ‘

| |
Management strategy presentation materials

Notices of convocation of the general meeting and attached documents*'
Il Il

Integrated Report

SDGs site*?

Earnings announcement materials

*1 Documents systematically stipulated under the Companies Act, Financial Instruments and Exchange Law, etc.
*2 Detailed ESG-related data and other information are available on our SDGs website.
https://www.daiwa-grp.jp/english/sdgs/



https://www.daiwa-grp.jp/english/ir/toolkit/
https://www.daiwa-grp.jp/english/ir/shareholders/meeting/
https://www.daiwa-grp.jp/english/ir/presentation/
https://www.daiwa-grp.jp/english/sdgs/data/databook.html
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Corporate Principles of Daiwa Securities Group

Daiwa Securities Group’s Corporate Principles were established in 1998. Since the start of operations in 1902, each and every
employee has been creating the history of the Group. Despite having been in operation for 119 years, the corporate culture that has
been accumulated by and imprinted on the Group’s employees has been the Group’s Corporate Principles.

We have nurtured our corporate culture since the foundation of our business, and we regard it as the core of Daiwa'’s identity.
Based on our Corporate Principles, we have also taken steps to crystallize the basic philosophy and mindset of the Group inherent in
our culture to be manifested as the Daiwa Spirit, and worked to spread it among all employees. The Daiwa Spirit enhances employees’
sense of unity and togetherness and thus the Group’s overall strength.

Corporate Principles

Building trust

The trust and approval of customers form the
very foundation of the Daiwa Securities Group.
The Group will always place the needs of
customers first, and strive to develop the
advanced, specialized skills to offer them the
most attractive products and services of any
securities group.

Placing importance on personnel
The source of the Group’s competitiveness lies in
the capabilities of its employees. The Group will
promote the creativity of employees by offering
them a challenging and self-directed working
environment that encourages their abilities and
appropriately rewards their contributions.

Contributing to society

The Daiwa Securities Group will seek to benefit
the economy and society through the development
of healthy financial markets. In addition to
scrupulously observing both regulations and
internal policies, the Group will strive to maintain
a high sense of morality and duty, endeavoring to
continue contributing to the sustainable growth of
the societies in which we operate.

Maintaining healthy earnings results
The Group will always seek to develop healthy
business operations and to increase corporate
value for the benefit of shareholders. By providing
customers with attractive products and services,
the Daiwa Securities Group will seek to generate
strong profits and healthy returns for shareholders.

The Daiwa Spirit

1. Exercises self-discipline and complies fully with
the law, recognizing that sustainable growth
hinges on winning the trust of customers, finan-
cial and capital markets, and society at large.

2. Secures sound profits by contributing to
societal and economic development through
its actions in financial and capital markets.

3. Exerts unflagging efforts to build strong,
sustainable, trust-based customer relations.

4. Continues to pioneer products and services
in financial and capital markets, with each
employee fulfilling his/her mission with
confidence and pride.

5. Cultivates unbeatable competitiveness to
overcome challenges, underpinned by strong
company-employee trust and solidarity
between colleagues.

6. Aims to be the securities group with the highest
ambitions, a positive attitude that turns
hardships into opportunity, and unmatched
speed.
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Corporate History

Since its establishment, the Group has been steadily building
relationships with individual clients while encouraging the
formation and development of Japan’s financial markets. In
consideration of our past mission statement of “being careful
and bold,” espoused from 1954, as well as our thoughts on
prioritizing customer needs, Daiwa Securities Group cultivates
products and schemes and works as a pioneer in the financial
and capital markets. This idea has not changed over time, and
the Group was the first domestic securities company to introduce
investment trust fund methods and online trading.

1902

Commenced operations as

Fujimoto Bill Broker
N

The response to the recent COVID-19 crisis has led to the
acceleration of work style reform and digitalization worldwide,
and not only the structure of industry but also society as a
whole is undergoing a transformation.

In 2021, Daiwa Securities Group formulated a vision lead-
ing up to 2030 as well as a Medium-Term Management Plan
covering the first three years of that period. Seizing on changes
in society as opportunities, the Group is working to transform
the business model while enhancing corporate value and
contributing to society.

Assets under custody
(¥ trillion)
80

With a pioneering spirit, the Group has led the development of Japan’s financial and capital markets.

1902 1959 2004
Commenced operations as Established representative office Shifted to a Committee System (Currently,
Fujimoto Bill Broker in New York a company with Three Committees System)

1910

Publication of the regularly issued
Kinyu-Shunpo

1917

First import of foreign currency government
bonds as a domestic securities company

1919

Establishment of representative office
in New York

1937
Formation of Fujimoto Securities Investment
Union, the template for investment trusts

1942

Fujimoto Bill Broker Securities Co. Ltd.
changed its corporate name to
Fujimoto Securities Co. Ltd.

1943

Established Daiwa Securities Co. Ltd. by the
merger of Fujimoto Securities Co. Ltd. and
Nippon Trust Bank

1951

Registered as investment trust management
company

Overseas division established to introduce
Japan’s industry to overseas investors

Established Daiwa Asset Management
Co. Ltd.

1961

Listed on the Second Section of the Tokyo,
Osaka, and Nagoya stock exchanges

1970

2009
Entered the real estate asset management business

Daiwa Securities Group and Sumitomo Mitsui
Financial Group decided to dissolve the joint
venture in wholesale business

2011

Listed on the First Section of the Tokyo, Osaka,
and Nagoya stock exchanges

Became underwriting manager for the first
yen-denominated bond issuance of Asia
Development Bank

1971

Became lead manager for the world’s

first Asian dollar bond (Development Bank of
Singapore)

1985

Became lead manager for the first yen-
denominated bond issuance in the U.S. market

1986
Start of Japan’s first home trading with PCs

1998
Finalized final agreement with the Sumitomo
Bank Ltd. on setting up a joint venture company

1999

Daiwa Securities Co. Ltd. became the first
listed company in Japan to move to a holding
company structure and changed its corporate
name to Daiwa Securities Group Inc.

Commenced Daiwa Next Bank, Ltd.

2012

Merger of Daiwa Securities Co. Ltd. and Daiwa
Securities Capital Markets Co. Ltd. to create
“new” Daiwa Securities

2016

Opening of Myanmar Securities Exchange
Centre, acquisition of securities license
Saigon Securities (Currently SSI Securities)
became an equity-method affiliate

2017

Acquisition of Sagent Advisors and
Signal Hill (Currently DC Advisory)

2018

Established Daiwa Energy & Infrastructure Co.
Ltd.

Established Daiwa Food & Agriculture Co. Ltd.

Became the first Japanese securities
company to introduce NPS®*

2019
Established CONNECT Co. Ltd.

* NPS®: Net Promoter Score, an indicator that quantifies customer-oriented loyalty. NPS® is a registered trademark of Bain & Company, Fred Reichheld and

Satmetrix Systems Inc.
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Vision 2030—From Savings to SDGs

For Daiwa Securities Group to continue over the next decade to be a company that is indispensable to society, it was essential to
craft and put into practice a forward-looking vision of how we believe the world will change. Recognizing this, the Group formulated
Vision 2030 as an action guideline shared by all officers and employees, spelling out the kind of company we want to be by 2030,
which is also the deadline for achieving the SDGs.

Under the keyword “from savings to SDGs,” Vision 2030 seeks to help realize the SDGs by creating a sustainable capital cycle.
As the COVID-19 pandemic further exacerbates many of the issues facing society, the 17 goals and 169 targets of the SDGs have
taken on even greater significance. Additionally, for securities companies, which have the function of connecting investors with the
countries and companies taking action to achieve the SDGs, their true value to society is facing scrutiny.

Creating the future thro

Promoting innovation
and realization of

100 years of life

Realization of a society
where everyone can spend
100 years of life affluently

From savin

lize the S

Diversity &

Realization of a society
play an active role
diverse
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Japan has roughly ¥1,000 trillion in cash and deposits, which account for more than half of all individual financial assets. If even

a tenth of this resource could be used to help address issues that are aiming to achieve the SDGs, the social impact would be enormous.

Even as demand grows for financing to transform energy structures and develop innovative technologies to achieve net-zero green-
house gas emissions, it is projected that a growing number of investors are also motivated to invest in these areas. Now that society
is taking meaningful steps toward the realization of a sustainable society, the Group is committed to helping achieve the SDGs as a
securities company together with investors and other stakeholders under the banner of “from savings to SDGs.”

Under Vision 2030, the Group is aiming to create sustainable added value and continue to be a company that is indispensable
to society well into 2030 and beyond.

eryone's action

that enriches society
self-transformation

Green & Social

gs to SDGs Promoting the transition to
a carbon-free society and

realizing a resilient society

Inclusion

where everyone can
by acknowledging

ersonalities
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100 years of life

Daiwa Securities Group Value Creation Model

Social Issues

l l l l demic accelerating structural changes l l l ‘

World

Japan

Financial Industry

- Long-term slowdown in the
global economy

- Instability in the international
order, US-China tensions

- Economic growth in Asia

- Climate change, greenhouse
gas emission reductions

- Population explosion

- Social divisions

- Growing gap between rich
and poor

- Increasing understanding,
interest in SDGs, ESG

- Diversity and inclusion
- Advancing digital
transformation

- 100 years of life

population

- Accelerated scientific, - Digital divide

technological development
- The “new normal,”
post-pandemic society
- Innovation initiatives

business metabolism

- Asset transfer (inheritance)
- Securing funds for old age
- Low birthrate and aging

- Regional revitalization
- Accelerating industry and

- Disaster prevention, recovery

- Advance of digitalization

- Waning profitability in the
securities industry

- Growing ESG investment

- Pendulum swing away from
market centeredness

- Excess liquidity, declining
currency values

- Realignment of asset manage-
ment companies

Daiwa Securities Group’s Business Activities

K

=

Financial
Capital

o O
i
Human

Capital

7
&Y

Social

Capital

Management Resources and Strengths of
Daiwa Securities Group (Input)

@ Shareholders’ equity .........c.cccoeveiviieiiiieriiinn ¥1.33 trillion
@ Consolidated total capital ratio............................... 21.72%
 Consolidated group employees...............c.cccocvvnn... 15,529

# Certified Financial Planners.. 1,165 (the most in the industry)
@ ANAlYSES TANKING . ....oveiiiii e 1st*
@ Anshin Planners and Inheritance Consultants

........................ Assigned to the head office and all branches
* See page 46
@ Branches in 24 countries and regions
¢ Domestic locations: 180 (as of the end of June 2021)
# Contact center: 820 seats

# Collaboration with a diverse group of alliance partners

& Assets under CUSTOAY ..........ccooveviveiiieiecnn, ¥75.8 trillion

*NTT Communications Online NPS Benchmark Survey 2020 Face-
to-face securities division

Retail Division

Net operating revenues... ¥169.5 billion
Ordinary income ¥ 20.0 billion

Wholesale Division

Net operating revenues... ¥215.8 billion
Ordinary income.... ¥ 74.7 billion

Asset Management Division

Net operating revenues... ¥ 51.1 billion

Ordinary income ¥ 32.7 billion
Investment Division

Net operating revenues... ¥ 4.6 billion
Ordinary income............. ¥ 1.1 billion

An independent securities model where management has a strong degree of flexibility

Highly transparent and objective governance system

Corporate Principles

Note: Figures reflect FY2020 results or standing at the end of March 2021

The Daiwa Spirit

‘&«««««««««««««««
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Daiwa Securities Group’s Materiality
(priority areas)

»» Page 10

T @ﬁﬁq\) 100 years of life »» Page 40

Innovation

@
@ Green & Social

»» Page 49
»» Page 56

°~ Diversity & Inclusion »» Page 64

5 Foundation of

DU sustainable management »» Page 77

{LLLLLLLLLLL

~

Basic Policies

Achieving
Customer First

»» Page 12

ZON
1
Creation of a new
capital recycling

& system through a

Quality No. 1 Hybrid Strategy

Pursuing the best mix
of digital and real

Aiming to establish a stronger earnings model
that is not easily affected by the market envi-
ronment, the Group is further evolving Quality
No. 1 and the Hybrid Strategy established by
the previous Plan and adding efforts to achieve
digital transformation.

Reinvestment

({LLLLL

Social Value

Retail Division »» Page 112

# Supporting asset formation in line with customers’
life plans

@ Providing optimal solutions for customers’ total
assets

@ Improving customer satisfaction

Wholesale Division »» Page 114

@ Providing investment opportunities in global
financial markets

@ Supporting industrial development and restruc-
turing, discovering and fostering new industries

@ Supporting financing to address social issues

Asset Management Division »» Page 116
@ Fulfillment of stewardship duties

# Supporting investor asset building activities

# Proactive use of ESG information in investment
decisions

@ Providing rental real estate to support social
infrastructure (healthcare facilities for the aging
population, etc.)

Investment Division »» Page 118

@ Investment in new industries
# Investment and development in renewable energy

Creating Shared Value
(Output)

Economic Value

Figures reflect FY2020 results.
Market capitalization and ratings
are as of June 30, 2021.

Ordinary income

Y1157 billion

Total shareholder
returns

¥84.8 pillion*
BBB+/A-

Moody’s

Baal/A3
¥10306.7 billion

(Daiwa Securities Group Inc./
Daiwa Securities Co. Ltd.)

Market
capitalization

*On April 28, 2021, the Group resolved to buy back shares of the company, up to a total of 45 million shares at a total acquisition value of up to ¥30 billion. Total shareholder
returns are the maximum value when ¥30 billion worth of shares have been acquired, and may be lower depending on the total acquisition value during the buyback period.
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Risks and Opportunities

Priority
Areas

Social issues and

themes to watch

World

- Long-term slowdown in the
global economy

- Instability in the international
order, US-China tensions

- Economic growth in Asia

- Climate change, greenhouse
gas emission reductions

- Population explosion
- Social divisions

- Growing gap between
rich and poor

- Increasing understanding,
interest in SDGs, ESG

- Diversity and inclusion

- Advancing digital
transformation

- Accelerated scientific,
technological development

- The “new normal,”
post-pandemic society

- Innovation initiatives

Japan
- 100 years of life
- Asset transfer (inheritance)
- Securing funds for old age

- Low birthrate and aging
population

- Digital divide
- Regional revitalization

- Accelerating industry and
business metabolism

- Disaster prevention, recovery

Financial Industry
- Advance of digitalization

- Waning profitability in the
securities industry

- Growing ESG investment

- Pendulum swing away from
market centeredness

- Excess liquidity, declining
currency values

- Realignment of asset
management companies

Vision & Strategy 100 years of life

100 years
of life

Innovation

Green & Social

Diversity &
Inclusion

Foundation
of sustainable
management

Materiality of Daiwa Securities Group

Risks

+ Contraction in capital markets due to instability of public
finances in each country and of the international order

+ Risk that contraction in excess liquidity due to shifts
in monetary easing will damage the value of assets invested
in developed countries, difficulties in diversifying investments

+ Risk that the Group’s customer base will shrink under
a widening gap between rich and poor and deterioration
in regional economies

+ Risk of falling behind the competition in meeting changing
needs arising from the generational shift of customers and
in developing new services and products

+ Risk of declining commissions due to entry into the financial
industry of new players with disruptive innovation and new
business models

+ Relative decline in market position due to industry
realignment

+ Risk of missing out on opportunities for product development,
investment, and market entry if social issues develop faster
than expected

+ Lower market evaluation stemming from inadequate
response to SDGs, ESG or delays in responding to tightening
regulations

+ Risk that negative impacts on social issues by projects
underwritten by the Group or by investee companies will
cause the Group’s reputation to suffer

¢ Risk of being unable to respond to changes in the environment
due to failure as an organization to capitalize on the flexibility
and diversity of human resources

¢ Risk that the Group HR strategy falls behind that of other
companies, making it difficult to attract human resources

¢ Risk of weakening in the human resources base or customer
base due to increasing social disparity and poverty issues

+ Risk of damage to the Group’s reputation from perceived
insufficient management of investee companies, underwritten
projects, suppliers, etc.

+ Risk of damage to stakeholder trust from delay in responding
to ESG issues

+ Risk of lower assessment of corporate value from delay
in responding to stricter regulations

» Page 20 Process of Formulating Vision 2030
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Opportunities Major Responses
(priority issues)

Growing need for wealth management and asset
succession services in line with concentration of financial

assets among the elderly population Support for household asset formation and
Increasing needs for asset management to support old conservation toward the realization of a prosperous
age, improving financial literacy in Japanese society 100-year life

Greater attention to regions outside major urban centers Realization of local revitalization with private funds
Increased investment opportunities in Asia Financial support for economic growth in Asia

Promoting innovation that enriches society and
+ Growing demand for corporate financing and M&A to realization of self-transformation

realize innovation : }
4.Support for accelerating corporate metabolism

toward the realization of innovation that enriches
society

+ Productivity gains from streamlining back office functions
and strengthening customer channels

¢ Possibility of offering new financing methods and

products, such as security token offerings using
blockchain or other digital technologies

5. Reform of business portfolio to create new added
value

6. Leading social transformation as a

¢ Expanding investment demand for new asset classes : . .
one-of-a-kind financial platformer

Mounting demand for finance that helps solve
environmental and social issues

Opportunities to invest in and enter businesses that lead Promotion of green finance to support

to solutions to environmental and social issues the realization of a carbon-free society
Development and provision of new financial products Development and provision of new financial
and services that balance economic returns and social products and services that contribute to
impact the realization of a sustainable society

+ Productivity gains through stronger employee engagement Realization of a society where everyone can
that recognizes diversity play an active role by acknowledging diverse
¢ Enhancement of HR measures leading to recruitment personalities

and retention of human resources ) .
9.Fostering human resources who can provide

+ Greater productivity and increased business development added value
opportunities through the recruitment and training of o o
digital IT staff 10.Building an organization where everyone can play

an active role by acknowledging diverse

¢ Providing consulting to meet the various needs of personalities

customers
Strengthening the foundation that supports
sustainable corporate management
+ Possibility of gaining higher assessment of corporate 11. Strengthening a sound and highly transparent
value through improved ESG evaluation management base
# The Group’s efforts may lead to advising of client 12.Leading the maintenance and development of
companies or project acquisitions financial and capital markets
+ Stronger foundation for the value chain 13.Creating a beautiful global environment that will

lead to the next generation

14.Realization of a better future community/society

>

Page 40

Page 49

Page 56

Page 64

» Page 77
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Daiwa Securities Group Vision and Strategies

Daiwa Securities Group has compiled a new Medium-Term Management Plan, “Passion for the Best” 2023, which covers the first
three years of our efforts to become the company envisioned by Vision 2030 and summarizes concrete actions in priority areas.
Accompanied by the slogan, “The best partner for co-creating the future —Be with you—,” the Basic Policies of the Plan call for
the Group to achieve customer first and Quality No. 1 operations and create a new capital recycling system through a Hybrid Strategy,
as well as pursuing the best mix of digital and real. As we build value in both financial and non-financial areas, we aim to be the best
partner for all stakeholders by maximizing value and benefits not only for our customers but also society, shareholders, and employees.

Corporate Principles

Corporate
Principles
Mission

AF Placing importance o .
Building trust Contributing to society

Maintaining healthy
earnings results

Mission

Contribute to social & economic progress through

the financial & capital markets

Priority Areas

New Medium-Term
Management Plan
“Passion for the Best”
2023

Basic Policies

Basic Policies of “Passion for the Best” 2023

The new Medium-Term Management Plan builds on the Basic
Policies of the previous Plan, which were to provide high-
value-added solutions through the use of Quality No. 1 con-
sulting capabilities, together with new value as an integrated
securities group with a hybrid business model. These
approaches have been reframed as “achieving Customer First
& Quality No. 1” operations and the “creation of a new capital
recycling system through a Hybrid Strategy,” toward which we
will redouble our efforts. To these, we added a third policy in
light of the growing importance of digital transformation (DX),
namely, “pursuing the best mix of digital and real”. With these
three pillars as the Basic Policies, the Plan adopted “The best
partner for co-creating the future —Be with you—" as its slogan,
emphasizing the need for a customer-centered approach.
Under the new Plan, we will also continue to strengthen our
SDG- and ESG-related actions and other initiatives in sustain-
ability, while further reinforcing head office corporate strategies
as a foundation for supporting individual strategies.

Achieving Customer

First & Quality No. 1

Vision/Goals
From savings to SDGs
—Realize the SDGs by creating a sustainable capital cycle—

Y @ &

Innovation

e

Green & Social Diversity & Foundation of
Inclusion sustainable
management
Vision

Maximize value and benefits to all stakeholders

Creation of a new capital

recycling system through Pursuing the best mix of

a Hybrid Strategy

digital and real

Numerical targets for the new Medium-Term
Management Plan

As numerical targets for the new Plan, we established KPIs
with an awareness of the need for the sustainable improvement
of corporate value through financial and non-financial actions.

On the financial side, the Performance KPIs are ROE of
10% or higher and ordinary income of ¥200 billion or more.

In addition, new KPlIs to evaluate progress in implementing
our wealth management business model and Hybrid Strategy
include an asset-based revenue ratio of 50% or higher in the
Retail Division, hybrid-related ordinary income of ¥50 billion or
more, and a hybrid-related ordinary income ratio of around 25%.

On the non-financial side, we have added KPlIs related to
human resources, an indispensable element in constructing a
sustainable business structure. These include efforts to foster
digital IT human resources and empower women in the
workplace.
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New Medium-Term Management Plan

FY2018-FY2020
Previous Medium-Term
Management Plan

Basic Policies

Providing

high-value-added
solutions through the
use of our Quality
No. 1 consulting
capabilities

new value as

an integrated
securities group

with a hybrid
business model

transformation

Financial
KPIs

Providing

Digital

FY2021-FY2023

New Medium-Term

Management Plan

“Passion for the Best” 2023

The best partner for co-creating the future

—Be with you—

Basic Policies

Achieving
Customer First

& Quality No. 1

Creation of a new
capital recycling
system through

a Hybrid Strategy

Maximize
value and
benefits to all
stakeholders

&

@ Pursuing the best mix of digital and real

Initiatives in
sustainability

Corporate strategy
Financial & capital/
Risk management/Compliance/
HR/Overseas

ntitative Targets (KPIs) Targets to achieve in FY2023

* ROE
10% or higher

e Ordinary income

¥200 billion or more

o

2

Wealth Management

¢ Retail Division asset-based
revenue ratio

50% or higher*'

o

26

Financial Base

Hybrid Strategy

¢ Hybrid-related ordinary
income

¥50 billion or more

* Consolidated total capital
ratio

Maintain at 18% or higher
¢ Hybrid-related ordinary

income ratio — =
¥ @ Fag Fae

Non-
financial
KPIs

Human Resources

* Number of Digital IT Masters
200 personnel or more

* Number of CFPs and CMAs
3,000 personnel or more

W & Fao

Wealth Management
Business
¢ Daiwa Securities assets

under custody (AUC)
¥90 trillion or more

Fae

Around 25%
Sustainability

* Ratio of women on the Board of Directors 30% or higher*?
¢ Ratio of women in management positions 25% or higher*®
¢ Employee satisfaction Maintain at 80% or higher

e Balance of investment in
SDGs-related businesses ¥150 billion or more

¢ SDG bond league table In top 3

e ‘Ouen (Supporting)’ &y
term deposits balance ¥200 billion or more 3

*14Q, FY2023

@ Innovation

*2 By 20380 "3 FY2025

@ Diversity & Inclusion

“ﬁl@ Foundation of sustainable management
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Message from the CEO

The conviction and fortitude to achieve
a once-in-a-century business model shift

Seiji Nakata

President and CEO
Daiwa Securities Group Inc.
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Convictions about a sustainable securities business

“Passion for the Best” 2020, the previous Medium-Term Management Plan that started in FY2018, has
concluded and a new three-year plan, “Passion for the Best” 2023, started this past April. Before looking
back at the last three years, I'd like to say a word about what | was thinking about in the first year after
becoming CEO in 2017.

The key word for me was “sustainability.” Looking ahead to at least the next 10 years, and in some cases
20 years, | felt the central issue was the kind of management the Daiwa Securities Group needed to be able
to flourish along with society while persevering as a company. Our core securities business is divided into
retail business for individuals and wholesale business for corporations. For the retail business, how can we
transform the business model to stay abreast of the times? For the wholesale business, what kind of network
infrastructure do we need to build? In an industry crowded with major players at home and abroad, how do
we delineate the markets, products, and targets that really showcase our competitive advantages?

I’ll come back to the transformation of the business model later, but in a sense, what | mulled over even
more than the retail and wholesale securities businesses was how we might cultivate businesses outside
the securities field. Today and going forward, securities will remain our core business. But over-dependence
on the securities business tends to leave our performance vulnerable to whatever is happening in the
market at the time. So, it seemed to me that it was critical for us to engage in operations that carry a
different risk profile from the securities business, even though they may be based on it, and to grow those
businesses by harnessing synergies with the securities business. The conclusion | reached was that sus-
tainable growth was possible for the Group as a whole only if we stopped standing on one leg and started
generating stable earnings from other businesses.

Expanding points of contact with customers through

new businesses

»» Page 27

| think | had already established the ground of this conviction about 15 years earlier, when | was the Head Hybrid Strategy

of Planning. At that time, we were starting preparations for the launch of Daiwa Next Bank and entry into
the REIT market. In those days, if customers were wealthy, they already owned securities, but most people
had far more cash or real estate assets than securities. Even if we got the chance to talk with a customer
about securities, if the conversation turned to cash, let alone real estate, it couldn’t go anywhere if we had
no products to offer. | had a sense that the Group’s future was in jeopardy unless we could engage in a
wide-ranging consulting business involving not just securities but all of our customers’ assets. After that is
when we started Daiwa Next Bank. In the area of real estate as well, even if it’s not feasible for us to
develop and hold our own properties like a real estate developer, handling securitized products like REITs
has given us points of contact with customers.

By the time | became CEO, both Daiwa Next Bank and the real estate asset management business
were up and running and had grown to a certain size. Now, we are working to further expand both busi-
nesses while broadening our line of non-securities businesses. To this end, we are aggressively embarking
on business fields we had been unable to enter before. Group companies Daiwa Energy & Infrastructure in
the renewable energy investment field and Daiwa Food & Agriculture in the agriculture field are prime
examples. When | took up the position as CEO, | sought to convey my thoughts and aims through two key
phrases: Quality No. 1 and Hybrid Strategy. These two focal points were woven into the framework of the
Medium-Term Management Plan that kicked off in FY2018 and remain guideposts now, as we enter a new
three-year Plan. In other words, over the six-year span of the previous and current Plans, | am committed
whole-heartedly to pouring all my efforts as CEO into achieving our targets, both quantitatively and qualita-
tively. The previous Plan ushered us into a phase of sowing seeds and laying the groundwork for these two
focal points; with the new Plan we have entered the phase of finally delivering results.
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A once-in-a-century turning point for

the business model

Now, looking back at the previous Medium-Term Management Plan, unfortunately, we weren’t always
where we wanted to be with the numerical targets, in part because of our vulnerability to market condi-
tions. Against targets of ¥200 billion or more in ordinary income and ROE of 10% or more, we wound up
in FY2020 with ¥115.1 billion in ordinary income and ROE of 8.5%. | would say somewhere between a
60% to 70% achievement rate. Results were more satisfactory in terms of our qualitative goals. For example,
the previous Plan set out customer-oriented performance indicators. To achieve these and to realize the
next level of Quality No. 1, we took steps to implement the Daiwa version of NPS (a customer satisfaction
index) as a concrete measure of success. We saw benefits of this in assets under custody, which grew to
reach ¥75.3 trillion by the end of the three-year period of the Plan. Although this fell somewhat short of our
numerical target of ¥80 trillion, our NPS scores have risen year by year, which | believe enabled us to
steadily build up assets under custody.

My reason for insisting on incorporating NPS tools into the sales reform was because | thought it was
more necessary than ever to have a solid grasp of the issues, concerns, and dissatisfaction of customers.
In the past, after a customer bought or sold one of our financial products like an investment trust or stock,
our point of contact with them was temporarily shut off. But aside from securities, our customers also hold
cash and real estate, and we are in an era now when total asset management has become essential. Many
of our customers are relatively wealthy and elderly. It's safe to say that the chief concern for many of them
is how to preserve the assets they currently have and how to pass them down to their children and grand-
children. Even though this is the case, the typical sales approach focused on one-off earnings from
transactions. We came to realize that this approach didn’t adequately address the issues and concerns
of customers. That’s what led to the introduction of NPS. We want to tap into ongoing transactions with
customers by taking on board their issues more broadly and more deeply. NPS is an objective tool for
evaluating our success in doing that.

But succeeding with NPS calls for taking a long view. As | mentioned, we typically relied heavily on
brokerage commissions from individual financial products such as investment trusts and stocks. And while
that approach is certainly more efficient in terms of earning commission income, in this day and age, what
we need to emphasize is multiplying the overall transaction time with the customer. We might enjoy brisk
buying and selling volume when market conditions and prices are favorable, but transactions fall off when-
ever the market turns downward. Let’s say the time span for our business interaction with a customer is
just one year. Multiplying our commission income by just that one year will yield a relatively small amount.
On the other hand, if a customer signs up for a discretionary asset management service like Daiwa Fund
Wrap, our income comes from an annual fee based on the balance of entrusted assets. If the transaction
period extends for 10 years or 20 years, the balance fee is multiplied by that many years, and our total
income ends up being significantly greater.

The hurdle for us is that, in the process of transitioning to a wealth management business model, our
upfront commission income will temporarily drop off—not only that; corporate earnings will also slow
down. But we can’t miss the forest for the trees. If we don’t get over this hurdle, we’ll go right back to the
conventional brokerage-led business model, and | am determined as top manager never to do that. So, it
is crucial for me to keep getting the message out across the Group that passing through this valley is
something we can’t avoid if we want to reach the next stage of growth. Wrapping up the previous
Medium-Term Management Plan, | got the strong sense that we are at last poised to start transitioning to
the wealth management business model I’'m aiming for. Not just tweaking the existing model, but seriously
overhauling it—it’s no exaggeration to say that this is a point a company gets to once every hundred
years. Whether or not we can change the business model depends entirely on whether top management
has steadfast conviction and fortitude to see it through. Here’s where | believe we will see how the Group
differs from other securities companies.

»» Page 25
Previous
Medium-Term
Management
Plans

»» Page 28
Retail division
strategy
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Establishing a Wealth Management Business Model

Goal-based approach ® ® ® ®

tool development July 2018 August 2018 August 2020 April 2021
Asset inheritance planning  Wealth management  Investment planning Asset inheritance
Life planning report navigation system

Instillation of
Customer-First operations ® ® o

April 2017 April 2018 April 2019 October 2019
Switched to bottom-up Introduced Reflected customer Eliminated

sales structure NPS gains/losses in sales revenue goals

- personnel & branch evaluations
Development of ® ® o ® ®
asset-based products _JOuSNePRE March 2018 2021 2022 onward
Daiwa Fund Wrap Advance Wrap Introduce new Introduce
October 2016 October 2020 ~ FundWrap  asset-based fee

model

Fund Wrap Premium Asset-based fee plan

for investment trust

A model in which a fee is charged as compensation for consulting; not a trading commission

100 years of life Earnings opportunities changing with demographics

Another motive for breaking away from commissions-based business is the fact that the former framework,
under which the earnings of securities companies would increase in proportion to improvement in the
stock market, has collapsed. During Japan’s bubble economy, for example, people in their 50s were the
core customer base for asset management. That generation still evinces a strong willingness to put money
into asset formation. In recent years, though, even if the market is strong, the earnings of securities com-
panies don’t necessarily follow suit. One factor for this is the downward pressure on commissions caused
by the advent of online securities brokers—we’ve recently seen competition from commission-free accounts.
An even bigger factor is that investment appetites are weaker than they used to be. Currently, looking at
the approximately ¥1,950 trillion in personal financial assets in Japan, the lion’s share is held by people
70-75 years old. If that’s the case, much of customer concern shifts to the preservation and passing down
of assets already held, rather than the desire to boost asset formation. That’s the point where our earnings
no longer track market conditions. Before becoming CEQ, for a time | was head of the retail marketing
division. On the ground, | had a tangible sense of this shift in the current of customer mentality.

At the moment, 63% of all assets in Japan are held by people in their 60s or older, but down the road
it's easy to imagine that this proportion will change in line with generational shifts. I'm 61 years old now,
and the parents of my generation are probably around 85 to 90. Just looking at friends and acquaintances,
it's easy to realize that inheritance issues are going to crop up as people age. In general, such assets tend
to be inherited by the children, in their 60s or older. So, there is a huge market for asset management
among that generation.

Refining the business portfolio and achieving targets

Turning to the new Medium-Term Management Plan, having spent the past three years more or less laying
the groundwork, we are now ready to begin the transition to a wealth management business model.
Meanwhile, we will further enlarge the hybrid business model driving our non-securities businesses. These
were the two pillars from the previous Plan. In addition, we have set a new goal of pursuing the ideal mix
of digital and real businesses, to capitalize on the astonishing advances in digital transformation emerging
in the wake of the COVID-19 pandemic. Together, these three pillars form the backbone of the new Plan’s
qualitative targets. Regarding numerical targets, taking into account the changes wrought by the pandemic
on the business environment and the three-year outlook for macroeconomic growth, and after collating the
targets of each division, we decided to target ordinary income of ¥200 billion or more and ROE of 10% or
more, which are the same levels as the previous Plan. | think ¥200 billion yen in ordinary income is

\
Recommendations
to achieve goals
O
Stocks

Bonds

Investment
trusts

EiliE
Fund Wrap

.l

Mainly asset-based
revenues

+ transaction-based

revenues

» Page 26
Assumed
business portfolio
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imminently achievable. Of that amount, we project ¥50 billion in
ordinary income from hybrid businesses (¥25 billion in FY2020).
This is a realistic target, | think, representing the combined earn-
ings of each business in this area.
In the hybrid businesses, our thrusts going forward will be real » Page 30

estate asset management and the business of Daiwa Energy & Real estate AM

Infrastructure. Real estate asset management has been robust in » Page 61
housing and office buildings, while hotel businesses that were hard Daiwa Energy &
hit by the pandemic should turn around as vaccination efforts spur Infrastructure

economic recovery. REITs, which are securitized products rather
than physical properties, hold great promise as an asset product.
Of course, our hybrid businesses cover a range of areas, and
businesses like Daiwa Food & Agriculture that utilize agritech
also contribute to the Sustainable Development Goals (SDGs).
However, each business unit has different characteristics. Some
contribute to earnings relatively early on, while others need to be
viewed over the long term. Real estate asset management is a business that builds up a large asset balance
fairly quickly. By the end of FY2023, I'd like us to increase the balance of assets under management by
¥300 billion over the current level to ¥1.5 trillion.

As Japan and the rest of the world move toward a carbon-free society, the future of renewable energy,
a major alternative to current energy sources, really has no limits. Daiwa Energy & Infrastructure has accu-
mulated assets under management of just under ¥120 billion. It can derive dividends and other income
gains based on this balance. The company can also package funds based on the solar power plants it
owns throughout the country, as well as selling the debt portion as green bonds. Consequently, strong
growth in renewable energy will make it possible to invest in this area via funds without investing directly in
power plants. In light of the potential involved, we intend to position real estate asset management and
renewable energy as the two growth drivers of our hybrid businesses and as the core of our earnings.

From 2022, we will shift to a more full-fledged asset-based fee model to further cultivate the wealth
management business. We already introduced an asset-based fee plan for investment trusts in October
last year. This product does not charge a commission at the time of purchase or sale. Instead, a fee is
charged based on the balance and holding period. By the end of March this year, just half a year after
launch, total asset balance in this product had reached ¥200 billion. That equates to more than ¥400 billion
for a full year. Two years from now, by the end of FY2023, I'd like to see total investments rise to about
¥1.5 trillion. In designing such new products, though, | think a bit of caution is in order. It doesn’t make
sense simply to import an asset-based fee model as is from the U.S., where it has become mainstream.
Investment styles of Japanese people differ from those in the U.S., while the savings ratios in the two
countries are completely different. What we need is to carry out marketing that is oriented to Japanese
sensibilities and design products that suit the investment behaviors of Japanese customers. Fortunately,
since we started handling Daiwa Fund Wrap, the product | mentioned earlier, we have introduced a range
of other innovative services ahead of other companies. Our knowledge and experience base covers the
whole gamut of globally diversified investment and asset allocation. Launching the asset-based fee plan
for investment trusts last fall took us one step further, and we are now working diligently on a product plan
for full-scale deployment of the asset-based fee model. | hope you will look forward to our efforts.

Nurturing investment experience through CONNECT

Looking ahead, it is in our interest as a securities company to encourage people in their 20s and 30s to
gain investment experience, even starting with a small amount. Otherwise, Japan could end up with the
bulk of individual financial assets remaining tucked away in savings accounts. This realization prompted us
last summer to launch a smartphone-based securities investment service, CONNECT. Millenials and
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members of Gen Z are adept at handling everything in their lives via smartphone. In fact, | went to my own
son and daughter to get their opinions about CONNECT from the consumer’s perspective, in terms of
usability and product and service design. As we see it, CONNECT is best suited as a gateway for entry level
investors whereas older customers benefit more by shifting to face-to-face consulting.

Still, | often see news items about various companies trying to lock in users, using terms like economic
zone and ecosystem. Without mincing words, the notion of locking in customers is supply-side logic and
reasoning. In my experience, consumers are smarter than that. They freely use the products and services
most suited to their situation and context at the time. Locking in customers in their 20s and 30s in no way
guarantees smooth sailing for the business for the next 20 or 30 years. Neither is business stability dependent
on locking in customers. Customer needs and issues are constantly in flux, according to individual lifestyles
and life stages, and according to age. That’s why it is important to continue offering platforms and products
that match changing needs. Of course, this generally entails greater effort and costs. But a company that
doesn’t keep making an honest, concentrated effort to do so will find its business waning as a result.

Sustainability Every employee engaged in solving social issues
toward 2030

The scope of our business is currently expanding, and along with it demands for a broader range of
diverse human resources. The key to success is the quality of our people, which also ties in directly with
the Quality No. 1 mindset | advocate so strongly. Our Group already leads the industry in the number of
Certified Financial Planner (CFP®) certification holders, the highest rank of financial planners. More than a
thousand of our people already hold CFP certification; going forward we plan to expand the scope of
certification training to further raise the quality of our human resources. The securities industry has always
had a fairly high flow of people between companies, and we have actively recruited talented people from

outside. Now, in the process of expanding into non-securities businesses, this trend has become even »» Page 65
more pronounced. On the securities side as well, we have significantly revised our compensation frame- :?li:ﬁlr:iig‘&
work and personnel evaluation system for employees with more highly specialized skills. In closing | want
to say a word about our long-term vision.

Along with the new Medium-Term Management Plan we announced the Vision 2030, the first ever » Page 104
long-term vision for the Group. As 2030 happens to coincide with the deadline for achieving the SDGs, Sustainability
rather than “from savings to investment” we came up with the slogan “from savings to the SDGs.” My ::;Tﬁ}:zn

sense is that one thing the pandemic ended up making clearer to us all is the need for each country, each
company, and each individual to seriously take stock of the problems facing society and take whatever
actions they can to help solve them. The Group has been paying attention to the SDGs from early on, and
| personally chair the SDGs Promotion Committee we established. We have taken various initiatives with
regard to the SDGs. We have called on all employees to “make the SDGs your own,” solicited volunteers,
and established a venue for proposing businesses that contribute to the SDGs. We formulated the long-
term vision, recognizing that we had reached a stage where we needed to move forward with more spe-
cific targets, and keeping in mind the risks and opportunities we foresee in each division. We also set
performance indicators after considering what we want to accomplish in the first three-year period as we
move toward 2030. As it happens, if we roll over the Medium-Term Management Plan every three years,
the final year will land in 2030, which corresponds to the SDGs deadline. | invite you to keep a look out for
the SDG-related efforts of the Daiwa Securities Group going forward.

. \
8 ok o]
Seiji Nakata

President and CEO
Daiwa Securities Group Inc.
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Process of Formulating Vision 2030

Process of identifying Materiality (priority areas and priority issues)

Daiwa Securities Group identified important social issues in the formation of its medium- to long-term Vision. The Group also identified
Materiality (priority areas and priority issues) based on its understanding of society’s requests obtained through communication with
shareholders as well as the Group’s impact on society.

The Group seeks to achieve Vision 2030 by managing progress based on KPI initiatives in order to improve the Group’s value

and realize a sustainable society.

By Incorporating an SDGs perspective as the basis of our business strategy
@
< In 2018, Daiwa Securities Group established the SDGs Promotion Committee, chaired by President and CEO Seiji Nakata. It
g subsequently formulated the Passion for SDGs -Daiwa Securities Group Action Plan-, which detailed the Group’s commitment
% to actively contributing to SDGs through its businesses.
Understanding and assessing social issues
C_D| Based on its Corporate Principles, and taking into consideration various international frameworks (GRI, ISO 26000, SASB,
m TCFD, etc.), international initiatives such as the UN Global Compact, indices established by ESG evaluation organizations,
3 and issues raised by governments and economic organizations, Daiwa Securities Group identified important social issues
that might provide opportunities or pose risks.
The Group then drew up a long list of 65 issues that it could engage in in order to strengthen its management foundation.
Dialogue with internal and external stakeholders
Through communication with both internal and external stakeholders, the Group evaluated the impact and the importance
to society of the social issues it identified in Step 1.
In addition, it consulted with outside members of the SDGs Promotion Committee and internal experts on which priority
issues and direction it should focus on over the medium and long term. The Group also engaged in dialogue with SDGs
promotion managers at various headquarters and Group companies, and with young employees who will comprise the heart
of the Group’s workforce in 2030, on the topic of what goals it should set for 2030.
(77}
-
m
o
N
Dialogue with young employees who will comprise
Internal experts the heart of the Group’s workforce in 2030
o Formulation of Materiality (draft)
H Based on the results of the evaluations outlined in Step 2, Daiwa Securities Group identified 10 issues it should engage in
) through its businesses, and four issues it should engage in in order to strengthen its management foundation.
@ The Group then discussed what opportunities and risks the formulated Materiality (draft) would present and pose.
Management’s discussions and decisions
Materiality (draft) was discussed by outside directors, outside members of the SDGs Promotion Committee, and management
ﬂ at Board of Directors, Group Executive Committee, and SDGs Promotion Committee meetings.
m Vision 2030, including Materiality, was authorized by the Board of Directors. At the same time, a set of KPIs was drawn up
E to manage the progress of Materiality initiatives.
Going forward, Materiality will be continually revised, in accordance with international trends in social issues, changes in
the business environment, and feedback from both internal and external stakeholders.
Taking on Materiality and realizing Vision 2030
-
°® Representatives of various headquarters and Group companies will manage progress, seek to understand issues, and
5 g implement related measures.
3 e The state of progress will be regularly monitored by management through committees, including the SDGs Promotion
Committee and Board of Directors.
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Message from the Head of SDGs

Keiko Tashiro

Deputy President
Head of Overseas and SDGs
Daiwa Securities Group Inc.

Directing money toward solving

social issues in Japan

Formulating the Vision 2030

We recently put together the Vision 2030, which defines the major goals of the Daiwa Securities Group on
a ten-year span. We already have guiding principles and values that go unchanged from one era to the next,
like our corporate philosophy and the Daiwa Spirit. But by mapping out this Vision, we can use our
medium-term management plan as a means to achieve those specific goals. Going forward, that will
make our medium-term management plan more effective.

In the process of putting together the Vision 2030, our biggest focus was on making sure it had
relevance as a resource for all our employees. We wanted everyone to feel included in creating
the Vision—instead of feeling like it had been pushed onto them by management.

Our young employees shared a lot of input, including insights and challenges that came up from talking
with customers each day. One comment stood out: The reality is that the daily grind makes it hard for busy
employees, including managers, to reflect on their work and what it means. But when the company's
long-term direction is explicitly defined, you can see clearly what you yourself need to do. That really
resonated with me. Even if you feel that your boss’s instructions are vague, you can look to the higher-level
concept of the Vision 2030 for guidance. It shows you the right direction, like a compass. The Vision does
not belong to executives or department heads. More than anything, it is for us all—for ourselves in ten years
from now. Communicating with our younger colleagues gave me a renewed sense of the importance of that.

21
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Message from the Head of SDGs

We also asked experts for their professional opinions. On environmental issues, we discussed what
targets the Group should set for CO2 emissions reductions. Another important question was what we as
a comprehensive securities group could do to direct money toward solving issues. On diversity, we received
many valuable insights not just about our ongoing measures to support women in their career advancement,
but also about areas we should address going forward. In the process of setting detailed KPIs, we also
spent a lot of time going through all the input we received and reworking our plans. On the other hand, it
was also suggested that we need to be flexible to some extent in our management. For example, we might
need to reevaluate our approach when technology advances much faster than expected, or when it does
not, or when it moves in a different direction. The diagram for the Vision 2030 also has a lot of different
discussions and thoughts packed into it. Originally, we were thinking of putting “Foundation for sustainable
management” as the base. But we already had "Diversity and Inclusion" as our foundation for realizing
other themes, so we positioned the “Foundation for sustainable management” within that. We also showed
"Innovation" as linked to all of the themes.

Environmental initiatives as a comprehensive securities group

In June this year, we announced our investment and loan policy, the Environmental and Social Policy
Framework. This policy includes a ban on investment and financing for projects that violate the Washington
Convention, projects involving human rights abuses such as child labor, and new coal-fired power generation
projects. It also includes provisions on carrying out ESG due diligence for projects that involve palm ail
plantation development or deforestation.

As we formulated the policy, we gathered input by interviewing each relevant department. While
the Group was later than some of our finance industry peers in Japan in announcing the framework,
we did feel it was important to give the process the time it deserved. We wanted to make sure that the
goals we set within the framework were ambitious but also achievable. Our Group has a conscientious
personality, so there is an awareness that once we make a declaration, we are going to have to follow
that up with solid execution. We will continue to review and improve our operation of the framework to
make it more robust.

On TCFD, we are applying a more developed scenario analysis for FY2021 than last year. We want to
enhance our disclosure each year to keep pace with changing global trends. Appropriate information
disclosure is essential. With it, we earn credibility in the market. Without it, people will not believe us when
we say we are doing something. Adapting to change is also a major priority for management. Any scenario
analysis that we do on the impact of climate change is not likely to have a significant impact in the short
term. We might not see our climate change efforts having much effect until 2050 or thereafter. But while
looking toward 2050 and beyond, when our actions can start to have more impact, we have to act now.

If various regulations and rules related to COz, such as carbon taxes and carbon offsets, are put in place,
that will help to further increase our impact. We must continue our efforts while monitoring these trends.

What the Daiwa Securities Group can do for Japanese society

To realize our core concept "From savings to SDGs” in this era of increased longevity, financial education is
vital. We must empower people to think for themselves about how they can build assets for their future.

In my view, Japanese securities companies and asset management companies need to do more to
discover and evaluate domestic companies that are working to solve social issues from the perspective of
ESG and the SDGs. This is especially true in the case of companies that are limited in terms of the resources
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they can assign to dealing with ESG rating agencies. | have the sense that there is demand among Japanese
investors to invest in achieving ESG and the SDGs, but that capital is flowing overseas. While there has
been an increase in cases of domestic companies issuing green bonds and social bonds to raise funds,
ESG-related funds also tend to be made up of many overseas companies. Rather than focusing only on
overseas markets, Japanese securities companies and asset management companies should instead
properly evaluate the ESG and SDGs initiatives of domestic companies, so that investment funds can flow
to those businesses. Climate change, for example, is an issue that calls for global initiatives. At the same
time, however, we should also be pursuing investment in Japan in technological development and innovation
that is geared toward delivering solutions. In the same way, inequality and poverty are not only global
issues, but also domestic ones, so we should channel money to those areas of need in Japan.

Innovation discovery is a key strength of Daiwa Securities—one that | hope that outside observers will
appreciate. Daiwa Securities provides support to start-ups all across Japan. We have worked with various
start-ups that had poor track records, in some cases for more than ten years, but whose businesses were
then able to bring into the world through an IPO. At Daiwa Securities we value that patient approach of
building relationships over a number of years. Daiwa Securities has backed companies in a wide range of
industries, particularly in the IT and technology sectors, many of which have gone on to become major
players in Japan. For many years, we have focused on supporting start-ups with the potential to build
the future Japanese economy. We have conducted research and actively built contacts in these fields over
a long history that has become an invisible asset—valuable experience as we work to create a cycle of
funds for realizing the SDGs.

In recent years, there has been an increase in the number of young people starting their own businesses
with the aim of solving social issues. Digital currencies and other regulatory changes in Japan may lead to
changes in funding procurement or IPOs. But there are also more and more people who want to invest in
companies and startups that solve social issues. On the flip side of my earlier point, there are many cases
of foreign venture capitalists investing in Japan. | see a need there also for financial institutions to help
Japanese companies enhance their information disclosure to domestic investors. As a Group, we will use
the trust and skills we have cultivated through years of supporting start-ups to meet their social funding
needs so that we can contribute to a healthy cycle of domestic funds.

23



24

Integrated Report 2021 Daiwa’s Value

Previous Medium-Term Management Plans

Vision & Strategy

100 years of life

FY2012-FY2014 “Passion for the Best” 2014

Establish a robust business structure immune to the external environment

and aspire to achieve sound growth based on a new growth strategy.

Basic Policies KPI

@ Return to profitability by pursu- @ Return to profitability in the first year
ing management efficiency @ Consolidated ordinary income of
@ Achieve client-based ¥120 billion in the final year
high-quality earnings growth @ Fixed cost coverage ratio* of 60% or
higher

Review

Reflecting on the ordinary loss in FY2011, the Plan targeted a return to profit-
ability in its first year, ordinary income of ¥120 billion or more as a metric of
earnings growth, and a fixed cost coverage ratio—the ratio of stable revenues
to fixed costs—of 60% or higher as a metric of a robust business structure.

In addition to achieving all numerical targets, the Group succeeded in building
a robust business structure, with shareholders’ equity reaching a record high
of ¥1.23 trillion. The amount of stable revenues in the fourth quarter of FY2014
expanded 1.7 times compared with the fourth quarter of FY2011. This included
contributions from Daiwa Next Bank, a new wrap account service, and real
estate asset management, reflecting the diversification of stable revenue sources.

* Fixed cost coverage ratio = Stable revenues such as investment trust agency fees and wrap account services fees + Fixed costs

Ordinary income

(¥ billion) 197.0 184.5
200
95.1
100 I
0
2012 2013 2014  (Fiscal year)

Fixed cost coverage ratio

(%)
80

64

57
e

2012

2013

2014 (Fiscal year)

FY2015-FY2017 “Passion for the Best” 2017

In response to the full-fledged start of an era of transition from savings to investment,

attract customers with the industry’s highest quality, and become their best partner.

Basic Policies KPI

@ Pursue best quality @ Consolidated ROE of 10% or higher
@ Dramatically expand our @ Fixed cost coverage ratio of 75% or
customer base and revenue higher
@ Support the sustainable growth of
companies and the development
of new industries

Review

The Plan’s ROE goal was meant to clarify the stance of emphasizing manage-
ment efficiency. In addition, the Plan aimed to increase the fixed cost cover-
age ratio to build a more robust business structure. Unfortunately, we did not
see an explicit breakout from the deflationary trend, and fell just short of
numerical targets at the time of the Plan’s completion. On the other hand, we
made progress in the direction we had established to lay the foundation for
stable revenues, in terms of expanding stable revenue that is immune to
market conditions, diversifying the business through a Hybrid Strategy to
broaden revenue sources, and managing the business with constant reference
to capital efficiency.

ROE
(%)
10

9.5

2015

2016

Fixed cost coverage ratio

(%)

2017 (Fiscal year)

69 68
80 0\68__—0
40
0
2015 2016 2017 (Fiscal year)




Innovation Green & Social

Diversity & Inclusion

Financial Section /
Other Information

Foundation of
sustainable management

FY2018-FY2020

“Passion for the Best” 2020

A financial and capital market pioneer that creates the future

Basic Policies

+ Providing high-value-added solutions through the use of “Quality No. 1”

¢ Providing new value as an integrated securities group with

a hybrid business model

Customer
KPI satisfaction

(Targets for FY2020)

NPS, etc.

AUC at
Daiwa Securities ¥80 trillion or more

KPI
Assets under custody Consolidated total
capital ratio
(¥ trillion) (%)
75.3 30

21.64 2116 21.72
o0—0o——0

Consolidated total

capital ratio ROE 1 0% or higher
Ordinar
1 8% or higher incomey ¥200 billion or more
ROE Ordinary income

(%) (¥ billion)

0 65 115.1
5.1 4.9,

5

2018 2019 2020 (Fiscal year)

Review

“Passion for the Best” 2020 established three categories of
KPIs—customer-oriented, performance, and financial—aiming
for sustainable growth by securing sound earnings from a
customer-oriented perspective. The main thrust of the Plan
was the customer satisfaction KPI, which was used as a
metric for further evolving customer-oriented operations.

In addition, assets under custody were set as a metric for
gauging whether customers were truly satisfied with the
Group and rated it highly. Regarding business performance,
because the foundation for stable revenues was laid in
“Passion for the Best” 2017, we were confident that we had
entered the next stage of pursuing significant growth. To
reflect this, in addition to ROE of 10% or higher, we set an
explicit performance target of ordinary income of ¥200 billion
or more. We set the consolidated total capital ratio as the
Financial KPI to indicate that we were maintaining a sound
financial foundation while stepping up investments under the
Hybrid Strategy. We also used the fixed cost coverage ratio
as a monitoring index, considering its importance unchanged
from the perspective of expanding stable revenues.

The three-year period of “Passion for the Best” 2020 was
rife with drastic changes in the environment, although stock
market prices rose significantly as a result. In particular, the
outbreak of the COVID-19 pandemic in FY2020 marked a
major turning point in the Group’s business.

In the Customer-oriented KPIs, the most important met-
rics, we introduced the Daiwa version of NPS to all branches
and sales offices to dramatically improve customer satisfaction.
We took time to bring about a change in thinking among
sales staff and instill a new corporate culture. The NPS score
rose steadily in FY2020, even discounting the tailwind of

2018 2019 2020 (Fiscal year)

2018 2019 2020 (Fiscal year)

2018 2019 2020 (Fiscal year)

rising market prices. Assets under custody did not reach the
target of ¥80 trillion, but net asset inflows were ¥9.1 trillion,
exceeding expectations. The Financial KPIs remained at sound
levels. Although we did not reach our Performance KPI targets,
by promoting businesses responsive to drastic changes in the
environment under the pandemic and by cutting costs,
performance bottomed out in the first quarter of FY2020 and
then recovered steadily. On a full-year basis, both revenues
and income increased year on year across all divisions.
Additionally, the Group was able to lay much groundwork
for future growth. We made steady progress in building a sales
system to underpin the wealth management business model,
identified priority areas in the Hybrid Strategy, and reduced costs.

Achievements

@ Customer First sales
= structure created

References

e Results of NPS
» Page 44

e Asset-based revenues
» Page 43

e Income from
hybrid business
» Page 18

*Real estate AM business
» Page 30

m Key domain specification
R

(.} phase of the Hybrid
Strategy completed

Steady progress made on
III cost reduction
I (Target: ¥15 billion;

Results: ¥18 billion)

eCost reduction forecast
» Page 36
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Integrated Report 2021

Daiwa’s Value

Vision & Strategy

100 years of life

New Medium-Term Management Plan

“Passion for the Best” 2023

Daiwa Securities Group launched a new three-year Medium-Term Management Plan covering FY2021 to FY2023. With the slogan,

“The best partner for co-creating the future —Be with you—,”

the Plan includes three Basic Policies: “achieving Customer First &

Quality No. 1” operations and the “creation of a new capital recycling system through a Hybrid Strategy,” and a newly added policy

|

of “pursuing the best mix of digital and real”.

As we build value in both financial and non-financial areas, we aim to be the best partner for all stakeholders by maximizing

value and benefits not only for our customers but also society, shareholders, and employees.

» Page 13 New Medium-Term Management Plan, KPIs

Business portfolio assuming ordinary income of ¥200 billion in FY2023

The new Medium-Term Management Plan sets out a target of
ordinary income of ¥200 billion in FY2023.

The target for the Retail Division is ¥40 billion. We project
a quarterly average of ¥10 billion, but expect that the quality
of revenues will become increasingly more stable due to the
expansion of asset-based revenues.

The Wholesale Division is aiming for further growth in
earnings, with a target of ¥85 billion. This will come about as
Global Markets (GM) strengthens its foreign equities business
and businesses for middle market firms, while Global Invest-
ment Banking (GIB) reinforces its IPO and M&A businesses.

On top of this, the Group’s revenue expansion will be

supported by hybrid businesses such as real estate asset
management, Daiwa Energy & Infrastructure, and Daiwa Next
Bank, which all project revenue growth.

In real estate asset management, the Group will steadily
increase revenues by expanding assets under management.
Daiwa Energy & Infrastructure will steadily grow revenues by
increasing assets under management and targeting capital
gains by creating funds to bring in external capital.

The goal of the new Plan is to build up revenues in a
well-balanced manner across all segments, rather than being
dependent on certain divisions. By doing so, the Group aims
to sustainably achieve a higher level of ROE.

Growth in Ordinary Income by Segment (Forecast) and Main Reasons

+¥14~ billion
.........
+¥24'IT .......
+¥17~ '
- Other/
+¥1 0~ ...... Adjustments
+¥20~
¥1151 f Investment
billion
Wholesale
GM +¥6 Hybrid Business
Retall GIB +¥4 +¥25 billion~ in total
Real Estate AM ~ +¥9*
Daiwa Energy &
Infrastructure ~ +¥11
Daiwa Next Bank ~ +¥3
FY2020 FY2023
Results Target

Environmental assumptions

Japan....Real GDP growth rate: FY2021, 3.8%, FY2022, 2.3%, FY2023,
1.2% Nikkei Average: Average for FY2021, ¥31,500; Average
for FY2023, ¥35,500 Long-term interest rate: Projected fiscal
year range for FY2021-FY2023, 0.14%-0.20%

U.S.......Economic growth rate: FY2021, 7.2%, FY2022, 3.1%, FY2023,

0.3% S&P500: FY2021 average, 4,075 pts; FY2023 average,
4,550 pts Long-term interest rate: FY2021-FY2023, forecast
average fiscal year range, 1.70%-2.20%

FY2023
Ordinary Income Target
(Billions of yen)

Main Reasons for
Increase in Ordinary Income

Retail Division

- Revenue expansion on an AUM basis
- Solution business
- Cost reductions

Retail 40

Wholesale Division

- Foreign equities business

GM | Business targeting middle market firms
- IPO business
a8 B M&A business

AM Division

Securities AM 24 - Net asset growth and AUM expansion
Real Estate AM 26 - AUM expansion

Investment Division

Investment
Division 10
(excluding DEI)

- Investment balance expansion and risk
control

- Investment balance expansion and risk
Daiwa Energy control
& Infrastructure - Implementation of a capital recycling
model

Other/Adjustments*? 0

Daiwa Next
Bank

Total ¥200 billion

*1 Including the impact of consolidating Daiwa Office Investment Corporation.
*2 Total of Daiwa Next Bank, Daiwa Institute of Research, and head office, etc.

6 - Expansion of foreign currency deposits
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Expanding the business portfolio through the Hybrid Strategy

Breakdown of Ordinary Income from Hybrid Business

W Real estate asset management

Daiwa Energy & Infrastructure [ Other
Ratio of hybrid business

(ordinary income from

hybrid business / consolidated ¥_50
ordinary income) billion

¥25

¥15 billion

billion

FY2018  FY2020  FY2023 FY2028
(assumed) (assumed)

Notes: 1. Including the impact of consolidating Daiwa Office Investment Corporation.

Income generated by the Group’s hybrid business is growing
steadily, reaching ¥25 billion in FY2020, a ¥10 billion increase
from the FY2018 level of ¥15 billion. This is expected to rise to
more than ¥50 billion in FY2023. The ratio of hybrid income to
consolidated ordinary income was 21% in FY2020, but is
expected to be around 25% in FY2023.

Details of the Hybrid Strategy are explained on pages 37-53 of
“= Integrated Report 2020, Expansion of Business Portfolio.
https://ssl4.eir-parts.net/doc/8601/ir_material13/150137/00.pdf

2. The profit outlook of hybrid business is based on the base scenario of each profit assumption.

Revenue restructuring

By the end of FY2020, the Group had achieved cost reduc-
tions of roughly ¥18 billion through revenue restructuring it
had been working on since May 2019.

We are targeting an additional ¥12 billion in cost reduc-
tions by the end of FY2023. IT-related costs are on the rise,
however, as we actively invest in IT for the purpose of improv-
ing customer convenience and boosting operational efficiency.
Under the previous Plan we upgraded to next-generation
office infrastructure to enable employees to work independent
of location. In the new Plan, we will further promote
digitalization, primarily in front-office systems. The Group is
aggressively making such investments to contribute to both

Forecast Cost Reductions

Previous Plan } “Passion for the Best” 2023

Cost
reductions
around
¥18 billion

. Additional

cost
reductions
Cost around
reductions not ¥12 billion-
included in
revenue
restructuring

Pursue a digital
strategy

Retail 60%
Wholesale 30%
Other 10%

| 1

future cost reductions and improvement in the top line.

Digital transformation initiatives have enabled greater
paperless processing of documents such as various contracts
and vouchers, significantly lessening the volume of paperwork
at branches. Consequently, we are consolidating the middle
and back office functions of each branch. Of the 1,600 middle
and back office personnel working in sales offices, we will
reallocate roughly 800 employees to front offices in the
securities business or to other Group companies.

The revenue restructuring calls for shifting a total of about
1,100 employees. By April 2021, about 850 personnel had
been reassigned.

Forecast Shift of Personnel

Strengthen existing business

*2
e Elderly customer business App';:,'sl;llg 0
o M&A/IPO
Strengthen hybrid business ‘ ;
o New business Approx. + Approx.

e External connections

Consolidate middle- and
back-office operations

850 personnel 250

Main personnel shift
e Retail front offices (approx. 500)
e Contact center (approx. 150)

FY2023*!
(Forecast)

Fy2018 Fy2020

*1 Forecast figures for FY2021 onward. Variable costs use actual values for FY2020.

*2 Number including personnel shifts implemented through April 2021.

Before Apr 2021 Future
personnel shift
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Daiwa’s Value

Vision & Strategy

100 years of life

New Medium-Term Management Plan “Passion for the Best” 2023

Retail Division Strategy

FY2018 to FY2020

v Goal-based approach tool
development

v Instillation of Customer First
operations

v Development of asset-
based products
FY2020 Expand the

customer

Ordinary income

¥20 billion

base

Asset-based
revenue ratio

37 % (¥62 billion)

Expand asset-based revenues
and stock-related AUM

Expand customer assets and transactions revenues

through a total investment approach

FY2022 FY2023
[ititoelEes MRS Accelerate the switch in business models to pursue customers’ best interests
Bottom-up sales structure

FY2023

Ordinary income

¥40 billion

Asset-based
revenue ratio

50% (q)

Solution-related

Asset-based
revenues

Transaction-based
revenues

Asset-based revenues:
Agency fee for investment trust, investment
advisory and account management fees, bank

. . . - agency fees and other, revenues from asset-
Sales reform using the Daiwa version of NPS as the driving force based fee plan for investment trust, AUM fees, etc

Going forward, we expect a full-fledged shift from savings to
asset formation in Japan, and thus see room for expansion in
the securities business of Daiwa Securities Group, whether
face-to-face or online business. Moreover, in Japan, where the
bulk of financial assets are concentrated among wealthy older
people, increasing longevity is generating greater interest in
securing post-retirement funds. As a result, we believe there is
enormous potential for wealth management businesses and
solution businesses such as inheritance, succession, and real
estate sales. This gives us confidence that the Group, which
excels in face-to-face consulting, faces tremendous business
opportunities.

In shifting to a wealth management business model, the
Retail Division is working to expand asset-based revenues
linked to the balance of fund wraps, equity investment trusts,
foreign currency deposits, or other products. We aim for an
asset-based revenue ratio of 50% in the fourth quarter of
FY2023.

As an initiative to build up the wealth management busi-
ness model, we are working to realize comprehensive asset
management consulting services. This will involve providing

Transaction-based revenues:
Equity revenue, bond revenue, investment trust
sales commission, etc.

sophisticated solutions that cannot be copied by online brokers
or players in other industries, by drawing on investment
planning tools we have introduced as well as our own
resources and those of outside partners.

1 Expand the customer base through the use of DX
and the sales office strategy

2 Expand stock-related assets under custody, such as
investment trusts, fund wraps, and foreign currency
deposits

3 Expand customer assets and trading through a total
asset approach, by providing comprehensive wealth
management consulting and sophisticated solutions

4 Expand contacts with a wide range of customers
efficiently through external connections

By means of these efforts, the target for the Group’s
Retail Division is to double ordinary income from FY2020 to
¥40 billion in FY2023 and to evolve the business model so
that more than half of this income is derived from asset-based

revenue.

Wholesale Division Strategy

Global Markets

GM will provide customers with further transaction opportuni-
ties and liquidity by combining its strong trading and proposal
capabilities and research, which continues to boast far and

away the No. 1 position in the industry, with a global network.

One strategic focus for GM is to enhance its support for the
Retail Division’s efforts to expand the balance of foreign equity.

As foreign currency-denominated assets account for less
than 3% of personal financial assets in Japan, there is ample
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room for expanding globally diversified investment. The Retail
Division expects to increase the foreign equity proportion of
total equity assets under custody to 10% by the end of
FY2030. The strategic focus in the FICC area is on derivatives

Expansion of Retail Foreign Equities AUM

Foreign equities AUM roughly ¥940 billion as of
March 31, 2021

¥940 billion

Initiatives targeting

expansion of AUM

Unrealized gain
Approx. ¥230 bill
Approx. |

® Expand coverage of U.S. equities

* Hold seminars using digital
technology

® Expand lineup of theme-based
ETFs

e Strengthen marketing to
corporate clients

h 4

To 10%
of Retail Division equity
AUC in foreign stocks

Mar 2018  Mar 2021

(March 31, 2031 target)

Global Investment Banking

GIB will focus on promoting the high added value of companies
by providing sophisticated solutions to help solve corporate
management issues.

For companies with high future growth potential, the
Group will strengthen its sourcing capability through collabo-
ration with the Investment Division as well as various venture
capital companies in Japan and overseas. With regard to the
IPO platform, while consolidating the results of initiatives taken

Strengthening the Global M&A Network

DC Advisory (Thailand) was established as a local joint venture
in Thailand with 9 Basil and other investors in February 2021.

A Green
Green Giraffe

memiienrmmannQiraffe

DC Europe DC US

Japan

Asia/Oceania

vy

T —C A\pproX.

v 500 personnel

Daiwa Securities is the only company

focusing on the mid-cap market
with a network in four regions

Overseas M&A
structure

for middle market firms, a market that promises strong growth
potential. We will develop personnel who are experts in this
market, gain new corporate customers, and expand
transactions laterally.

Key Areas of FICC Business Expansion

Opportunities

v Businesses with ample room for
growth

v Also effective for gaining new
customers and lateral expansion
of transactions

Responses

v Increase the number of marketers

v Systematically develop human
resources who know the products
and theory and can present
proposals based on the market
environment

D 4

Double revenue
compared to FY2020

Japanese and
foreign bond
business

Americas FICC
business

Derivatives for

middle market
firms

(FY2023 target)

so far, we are establishing a robust framework that can struc-
turally preserve our competitive advantages as we continue to
accumulate projects in the investment mandate business.

We are targeting significant growth in the M&A business
as well, centering on the mid-cap market, including renewable
energy and infrastructure. The target in the new Plan is annual
revenues of ¥50 billion in this area.

M&A Fee Pool*

v Market in
Large-cap which Daiwa
¥1.5 trillion possesses

strength

v Will continue
to position it
as a key area

* Created by Daiwa Securities Group Inc. from REFINITIV, April 2020 to
March 2021, JPY110/USD.
Mid-cap deal size is less than $1 billion; large-cap is $1 billion or more.
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Asset Management Division Strategy

Securities Asset Management

Investor needs will become more diverse than ever in line with
increasing individual demand for asset formation. In the
securities asset management business, by providing
high-value-added products and services that pursue investor
returns, the Group aims to expand assets under management
to ¥25 trillion by the end of FY2023.

We expect a major industry trend going forward will be
the greater presence of ETFs due to growing cost awareness
among investors. Currently, ETFs in Japan are primarily linked
to the movement of the stock market as a whole, while in the
U.S., theme-based ETFs and other typical products are growing
at a remarkable pace. With the mission of offering such services,
the Group established Global X Japan in September 2019. We
have recently listed ESG-related ETFs with investment themes

Real Estate Asset Management

Over 10 years have passed since the Group entered the real
estate asset management business. During that time, the
balance of assets under management expanded to ¥1.2 trillion,
and ordinary income in FY2020 reached a record high of
¥16.8 billion. In addition, since Daiwa Office Investment
Corporation became a consolidated subsidiary, 100% of its
earnings will be recorded in consolidated ordinary income
starting in FY2021. We will continue striving for stable revenue
expansion and the expansion of assets under management.
We are targeting a balance of assets under management of
¥1.5 trillion in FY2023.

Trend in AUM and Ordinary Income

B AUM (left axis) <O Real estate AM business
ordinary income (right axis)

¥1.5
(¥ billion) trillion (¥ billio)
1,500 ¥9610 [30
bmi%n
¥1.2
trillion
1,0% 1¥1(618 ;o
billion
500 10

A VA U [ e

11 12 18 14 15 16 17 18 19 20 2023 (Fiscal year)

of governance and clean tech, and will continue to provide
products that meet diversifying investor needs.

AUM Target
(Total amount, including private, discretionary, etc.)

¥25 trillion

¥22 trillion '

March 31,2021  March 31, 2024

Two-thirds of the management and employees of Daiwa
Real Estate Asset Management, an asset management com-
pany, are real estate professionals from outside the Group
who possess advanced expertise and networks related to
property sourcing and tenant leasing. By combining this
expertise both with sourcing power arising from the flexibility
to negotiate that comes with being independent and not tied
to a corporate group, as well as with a property warehousing
function, we are confident that it is possible to expand assets
under management and stable earnings over the medium to
long term.

Assumed Portfolio for the Target in FY2023

M Offices M Housing &
healthcare

M Hotels M Logistics [ Infrastructure

faciliti -
(¥ billior) actiiies ¥1 5 trillion
1,500
¥1.2 trillion
1,000
500
0

March 31, 2021 FY2023 (Target)
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Investment Division Strategy

The Investment Division will expand investment in renewable
energy and infrastructure assets, which provide stable income
gains, and create funds to introduce external capital, targeting
¥300 billion in assets under management. We project an average
IRR of 5% or higher for all assets and 10% or higher ROE.
Moreover, given that revenues can be expected to be

AUM for Daiwa Energy & Infrastructure (DEI)

proportional to the balance of assets under management,
after thoroughly managing project risks, we will expand assets
under management while acquiring capital gains by creating
funds from portfolios to introduce external capital. In this way,
we will establish a capital recycling model that makes effective
use of capital.

March 31, 2021 Cyclical expansion focused on capital efficiency March 31, 2024 DEiInggdr:‘n: y
Approx. FY2023
Investment Strategic accumulation of AUM _¥200 billion ¥'_1_5_b'ﬂ'fn
¥117 villion I |
pp— A " | |
oth - R ol n + t Accumulation of investments i \ 1
er enewable energy investments and Capita' recyCIing Medium- to |n(l;ome ga|PS
Infrastructure -
Renewable Infrastructure i " t Accumulation of investments long term. t.arget ! . W !
energy,(equity) AIFESIFUCIUIEHNVESIMENIS and contribution to revenues ¥300 billion Cellpltal gains
(including external capital) | |
| |
Solarjpower Risk management and monitoring | |
| |
| o
i . In addition to organic profit growth according to the
Capital recycling investment balance, equity-method income of Aquila
| Creation of funds to introduce external capital Lapital, which became an equity-method affilate in
2020, is expected to make a significant contribution in
FY2023.

Digital Strategy » Page 100

The digital strategy is one of the pillars of the new
Medium-Term Management Plan. In a wide range of areas,
from communication with customers to middle and back office
work processes, we will pursue the best mix of digital and real
approaches seeking to achieve greater efficiency and sophisti-
cation. Accumulated data will inform efforts to transition
toward a data-driven business model to achieve improvement
in the top line and greater business efficiency.

» Page 104

Initiatives in Sustainability

For companies, ESG initiatives including governance, which is
integral to the very heart of a company’s business, as well as
how their efforts are perceived, are becoming even more
critical. Based on Vision 2030, the Group will promote specific
SDG-related actions that contribute to our ESG evaluation.

Corporate Strategies

Overseas strategy

The overseas strategy rests on four pillars: SDG and ESG
initiatives in Europe, business in China, business in the U.S.,
and M&A. Over the last decade, the role of overseas business
has become increasingly vital to the Group in terms of both
revenues and income. Going forward, we will continue to
steadily increase revenues while appropriately controlling risks,
as well as contributing to the expansion of Japan-related
businesses.

HR strategy » Page 65
We will build on efforts taken so far, based on the concepts of
supporting employee growth and career development,
developing professionals who will create the future, promoting
further reforms to enhance job satisfaction, and improving
engagement and productivity.

Financial and capital strategies,
risk management strategies » Page 36
Building on a strong financial foundation, we will strive to
maintain a balance between efficient capital management,
investment in growth that will contribute to enhancement of
corporate value, and active shareholder return. In tandem with
the risk management strategy, we will pursue business portfolio
optimization that stresses capital efficiency and a more

sophisticated investment risk management framework.

Compliance strategies » Page 101
We will continue to train sales staff to think independently and
strengthen the capacity to respond to situations on the ground
in pursuit of Quality No. 1. We will work to develop the internal
control framework by using digital transformation to boost the
efficiency of monitoring and training specialized personnel to
achieve more sophisticated control functions.
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Opinions from Outside Directors on Formulation of Vision 2030

Formulation Schedule

April 2020

Outside Directors’
Council

Clarification of direction and summary
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May August

Top management
discussions

Executive Management
Committee

September September

Executive Management

e Board of Directors

Formulation of individual business strategies at each division and Group company

Vision 2030 / Sustainability Basic Strategy

e As Daiwa Securities Group, the establishment of a unique
vision is preferable.

e |t is a very good idea to backcast from 2030 in consider-
ing the direction of management, but the external environ-
ment, including technology, is expected to change
significantly, so sustainability KPIs should be carefully
considered.

e |t should be a vision that clearly conveys to stakeholders
what kind of company Daiwa Securities Group wants to
aim for and what management wants to do.

e |n the vision, it is good for the Group to show what it
wants to achieve no matter what through its core securi-
ties business and the Group’s commitment to that.

e Having formulated Vision 2030 based on the social role
of the Daiwa Securities Group as well as on risks and
opportunities, sustainability KPIs have been integrated
into the Medium-Term Management Plan. Goals for the
active participation of women and related to the environ-
ment have also been set.

» Page 31 HR strategy » Page 62 Carbon neutrality initiatives

¢ |n addition to disseminating information to executives and
employees through in-house newsletters and CEO Plat*,
the Company worked to promote understanding among
its stakeholders in Japan and overseas through its
website, briefing sessions for investors, and IR interviews.
» Page 106 Communication with shareholders and
investors

* Since asset-based revenues expansion is a pillar of retail
strategy, it is good to explain the prerequisite conditions
for that externally.

How will the KPIs and the executive compensation con-
sidered by the Compensation Committee be linked?

The basic policies of Quality No. 1 and the Hybrid Strategy
are supported by investors, and | think that direction for
their continuation is correct. However, it is necessary to
show stakeholders what the Group will be committing
itself to over the next three years and how they will go
about implementing the strategies.

| understand that the Group was able to increase its
assets under custody as a result of the improvement in
customer satisfaction (NPS) adopted under the previous
medium-term management plan. It would be good to
monitor the trends in NPS even during the new
Medium-Term Management Plan.

Disclosure of product balance, which is a prerequisite for
expanding asset-based revenues, at management strat-
egy presentations.

» Page 28 Retail Division strategy

Include sustainability KPIs in executive compensation.
» Page 87 Executive compensation

Set KPIs that can check the progress of the wealth man-
agement business model and Hybrid Strategy.
» Page 13 New Medium-Term Management Plan

e NPS is continuously monitored as an internal indicator.

* CEO Plat: A bulletin board on the intranet where employees (anonymous) can write comments and react to posts and messages from the CEO

Messages from Outside Directors

Michiaki Ogasawara
Outside Director

The new Medium-Term Management Plan aims to
deepen the customer first policy and Hybrid Strategy of
the previous medium-term management plan and
further strengthen the Group’s earnings model.

At the same time, no company can survive unless it
can meet the demands of the society (earth) to which it
belongs. Vision 2030 has clearly indicated the Group
contributions to the realization of the SDGs.

In order to realize both Vision and the Plan, it is
important to utilize the digital and the real, that is to say
fully demonstrate the abilities of employees. | will
support this as a member of the Board of Directors.

Hirotaka Takeuchi
Outside Director

In putting into practice the Medium-Term Management
Plan and Vision 2030, we must remember the words
that Peter Drucker uttered 60 years ago, namely:

“You cannot predict the future, but you can create it.”
In a VUCA (Volatile, Uncertain, Complex, Ambiguous)
world like we have today, we do not know what will
happen, so there is a need to keep confirming what
kind of future we would like to create.

Ikuo Nishikawa
Outside Director

In Daiwa Securities Group Medium-Term Management
Plan 2023, pursuing the best mix of digital and real has
been adopted as one of the basic policies. In addition
to naturally leading the DX era, | think it is important to
develop digital human resources and further accelerate
diversity in the real (human work) field.

As the Group aims to quickly shift its model to
wealth management business in the Japanese
securities industry, it is expected to further promote
customer-oriented management.

In contributing to resolving social issues through
the promotion of the SDGs, | would like the Group to
become a company for its wide-ranging stakeholders,
not just its shareholders.
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Management Strategy
Presentation

Announcement

Formulation of environmental assumptions

Formulation and verification of standards such as performance targets (KPls) -

Digital Transformation (DX) Human Resources / Workstyles

e Digital technology is just a means to an end and thus
does not exist independently of the other two basic
policies. Making full use of digital technology will make it
possible to provide new value through the customer-first
policy and the Hybrid Strategy.

e The promotion of DX will not work unless people familiar
with the securities industry develop the digital functions.
There are companies that are making digital knowledge
one of their requirements for gaining promotion. | would
like to see the Group working to hire talented human
resources and revising its compensation system.

e |t is assumed that very drastic changes will take place in
the digital field over the next five years. Even in the secu-
rities industry, it will be good to proceed with DX while
remaining aware of this point.

e Newly established and expanded training and programs
for developing digital IT human resources.
» Page 76 Developing Digital IT Masters

¢ Positioning DX as one of the pillars of the new
Medium-Term Management Plan.
» Page 13 New Medium-Term Management Plan

e | would like the Group to present an HR strategy that has
evolved beyond that of the previous medium-term
management plan.

In accordance with the increase in telecommuting, job-
based employment has become a subject for discussion,
and it will be better to keep in mind the possibility that
the environment may change significantly in the years to
come, including hiring from the HR point of view.

In continuing to promote job satisfaction, it is very import-
ant to create an environment that will have people think
that they will be able to do interesting work to develop
professionals and utilize the abilities of talented human
resources.

Not only workstyle reforms but also worker reforms are
important, and the expectations are for improvements in
the way women and young people are treated.

Introduced Expert Course as an advanced salary system.
» Page 69 Expert Course

In addition to setting KPlIs related to human resources
under non-financial KPIs, explain human resource strate-
gies at management strategy presentation.

» Page 13 New Medium-Term Management Plan

With regard to the active participation of women, we have
set new goals for 2025: the ratio of women in manage-
ment positions; the ratio of new female graduates
recruited; the ratio of women among participants in train-
ing; and the ratio and the number of days on which male
employees took childcare leave.

» Page 71 Targets by FY2025

Eriko
- Kawai

Qutside

' Director

This was the first time for me to
participate in the formulation of the
Medium-Term Management Plan as an
outside director. We had many discus-
sions, and | believe that consequently
the opinions of us outside directors
have been greatly reflected in the Plan.
It was a meaningful opportunity to
discuss medium- to long-term strate-
gies and policies of the kind that would
not get on to the normal agenda.
Outside directors not only monitor
management and strengthen corporate
governance but also participate in
medium- to long-term strategic
planning from a multi-stakeholder
perspective, thereby contributing to
increases in corporate value.

Katsuyuki
Nishikawa

Outside

- Director

Regarding the Retail business, Daiwa
Securities Group’s greatest asset,
employees possessing a high degree of
expertise and a high level of compli-
ance awareness have won the trust of
our customers, and | believe that
among customers there are many of
whom generational changes are
expected in the years to come. While
striving to pass on this trust from
generation to generation, | think the
Group should work to spread trust and
broaden the base of investment by
further utilizing digital technology for
younger generations who are becoming
interested in investment.

Toshio
lwamoto

Qutside

. Director

The COVID-19 pandemic is having a
major impact on the world and bringing
about a paradigm shift. As social
structures undergo major change, the
purposes required of securities compa-
nies are also changing. DX is one
methodology to achieve this change.
Since digital technology will continue to
evolve exponentially in the years to
come, we recognize the need to create
mechanisms that while developing
human resources will bring about
innovation from the perspective of
backcasting from social issues such as
the SDGs.

Yumiko
Murakami

Outside
Director

Through my many years of working
overseas, | have gained a lot of insight
by looking at Japan from the outside.
Especially in recent years, however, by
analyzing the OECD'’s international
statistics, | have been blessed with the
opportunity to objectively consider
aspects of both the issues and growth
opportunities. | am also convinced that
promoting diversity, a theme that | am
addressing as my lifework, represents a
powerful key to increasing corporate
value. | would like to do my utmost to
ensure that Daiwa Securities Group
continues to grow as a global company.
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Corporate Executive Officers
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With the motto “justice and integrity,” taking on the challenge of

reform, earnestly and with determined honesty. Keiko Tashiro*
Seiji Nakata Deputy President

Head of Overseas and SDGs

r'ﬁ% #T 5Pﬁs1 -%- f’% l"!‘ = 2630 Vision ng?'-[‘_ Deputy President,

Daiwa Securities Co. Ltd.
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“From savings to the SDGs” —Vision 2030 has Mikita Komatsu
kicked off. We will steadily press ahead to Deputy President
accomplish our goals. Deputy Head of Wholesale

. . Deputy President,
Keiko Tashiro Daiwa Securities Co. Ltd.
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Through the securities business,

| want to help build a society
where everyone can dream.

Mikita Komatsu

N } 1§ Masahisa Nakagawa
?-55* ¢ k I~ AN Deputy President

e B&, L BIEL Head of Think Tank
)h-‘%\ éﬁ o px ‘:t M‘; é President, Daiwa Institute of

Research Ltd.
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Striving for a “new normal” that is hospitable
to the earth and to people, we will contribute
to digital transformation of the wider society.

Masahisa Nakagawa

Shinsuke Niizuma
BTG, )
f%% E?%‘ 7 &im i’kﬁ"‘— E’ﬁ']’ Senior Executive Managing Director

Head of Retail
Senior Executive Managing Director,

%:?d }é ‘l‘]" Daiwa Securities Co. Ltd.

There are no shortcuts. Stay true to your
convictions and earnestly press for reform.

Shinsuke Niizuma
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Focusing on risk management to lead
the “risk challenges” that go along with
the pursuit of business strategies to

successful outcomes. Junichi Arihara

i i i Executive Managing Director,
Junichi Arihara oy

Executive Managing Director,
Daiwa Securities Co. Ltd.
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_ B Fh Kana Shirakawa

In the end, sustainable engagement and Executive Managing Directo
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corporate value aim at the samelthlngs. Head of Human Resources and GHO
Kana Shirakawa Executive Managing Director,

Daiwa Securities Co. Ltd.
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Staying grateful, | want to deliver joy and
excitement to all our stakeholders.

Eiji Sato

Seiji Nakata*

President and CEO
President,
Daiwa Securities Co. Ltd.
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Eiji Sato

Executive Managing Director and CFO
Deputy Head of Planning and

Deputy Head of Overseas

Executive Managing Director,

Daiwa Securities Co. Ltd.
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Toshihiro Matsui*

Deputy President and COO
Deputy President,
Daiwa Securities Co. Ltd.

Kazuo Takahashi

Deputy President
Head of Wholesale
Deputy President,
/ Daiwa Securities Co. Ltd.

“Passion for
the Best” 2023

23
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Tomoyuki Murase

Executive Managing Director and CIO
Executive Managing Director,
Daiwa Securities Co. Ltd.

Takashi Hibino*

Chairman of the Board
Chairman,
Daiwa Securities Co. Ltd.

* Holds the position of Director on a concurrent basis.
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Seek out change, respond to change, use change as an
opportunity. That’s the kind of entrepreneur | want to be.
Toshihiro Matsui

Koichi Matsushita

Deputy President
Head of Asset Management
President,

Daiwa A: M. . Ltd.
aiwa Asset Management Co. Ltd o . . . j., ,ﬁj , f\_'
A Aiming to create solution-providing businesses amid
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drastic changes in the environment.
Kazuo Takahashi
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| want to realize the asset formation of future

investors through accumulation, diversification,
and long-term investment.

—

Koichi Matsushita

Akihiko Ogino*

Senior Executive Managing Director

Head of Planning and Legal and

Executive Head of Human Resources
Senior Executive Managing Director,
Daiwa Securities Co. Ltd.
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Generating new value and

contributing to Japan’s economy
through the Hybrid Strategy.

Akihiko Ogino

Atsushi Mochizuki

Senior Executive Managing Director
Head of Compliance
Senior Executive Managing Director,
Daiwa Securities Co. Ltd.

FR 4 vy o BAE « 35
\‘é] VA%\ 1‘1-&- A % z
Fe R o BHAG v Re 1D
2y B
We will meet the expectations of society by honing the self-
confidence and proud ethical values of each and every employee.

Atsushi Mochizuki
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Keep moving forward, unafraid of change.
Yoshifumi Otsuka

Yoshifumi Otsuka

Executive Managing Director

Head of Internal Audit
Executive Managing Director,
Daiwa Securities Co. Ltd.
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Creating value by collaborating with each division and
leveraging digital technology.

Tomoyuki Murase
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Moving together with investors toward a brighter future for Japan
and the world: “From savings to the SDGs”

Takashi Hibino
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Message from the CFO

Maintaining an optimal balance between growth
investments, capital management, and shareholder
returns in aims of achieving sustainable expansion
in corporate value with a focus on capital efficiency.

Eiji Sato
Executive Managing DireCtofandiCEO
Daiwa Securities Group IRC

FY2020 Summary

Increased revenues and income in all divisions despite falling just short of achieving the
performance KPIs. Steady progress in revenue restructuring.

In FY2020, net operating revenues were up 9.5% over the
previous fiscal year to ¥466.6 billion, ordinary income grew
63.9% to ¥115.1 billion, and profit attributable to owners of
parent increased 79.6% to ¥108.3 billion.

In the Retail Division, a widespread recovery in product
sales and distribution value after having bottomed out during
the first quarter coupled with progress in revenue restructuring
led ordinary income to rise 3.1 times over the previous fiscal
year. In the Wholesale Division, given the increase in customer
flows against a backdrop of rising stock prices on global
markets, both net operating revenues and ordinary income
reached their highest levels since FY2010, when we began

Overview and Progress in Cost Reductions

disclosing segment information. In the Asset Management
Division, expansion in the real estate asset management
business contributed to income growth, as did Daiwa
Energy & Infrastructure in the Investment Division.

At 8.5%, return on equity (ROE) unfortunately failed to meet
the 10% target under the previous Medium-Term Management
Plan “Passion for the Best” 2020. By steadily executing the
basic policy and cost reductions as laid out in the new
Medium-Term Management Plan “Passion for the Best” 2023,
however, we will ensure an ROE that exceeds capital cost and
aim to achieve sustainable growth in corporate value.

Achieved cost reductions exceeding expectations, advancing further cost reductions
during the new Medium-Term Management Plan period.

In FY2019, the Group began a far-reaching review of the cost
structure of existing businesses with the goal of achieving
sustainable growth over the medium and long term. At the
same time, we advanced revenue restructuring with the aim of
improving the top line, namely through strategic reassignment
of employees from middle and back offices to front-line
positions and hybrid businesses.

Specifically, for the two-year period from FY2019 to
FY2020, we reassessed unprofitable businesses and services,
slimmed down headquarters and division functions, improved
the efficiency of sales branch functions, reassessed owned
assets, and cut unnecessary SG&A expenses. The actual
amount reduced through these efforts reached ¥18 billion,
coming in above the ¥15

billion cost reduction
target through FY2020.
As generally anticipated at
the outset, the breakdown
in cost reductions was
60% for the Retail
Division, 30% for the
Wholesale Division, and
10% for other areas.

Major cost reduction items

through FY2023

v Relocation of branch offices from the
ground floor to upper floors, branch
consolidation

v Consolidation of middle- and
back-office functions for branches

v Reassessment of unprofitable
businesses and services

v Consolidation of Group company
locations

Forecast Cost Reductions

Previous Plan “Passion for the Best” 2023

Pursue a digital

reductions strategy

around
¥18 billion

Additional
cost
reductions
Cost around
reductions not
included in
revenue
restructuring

1

Retail 60%

Wholesale 30%

Other 10%
FY2018 FY2020 FY2023*
(Forecast)

*1 Forecast figures for FY2021 onward. Variable costs use actual
values for FY2020.
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Going forward, we aim to establish a more robust business
structure by working on additional cost reductions totaling ¥12
billion over the three-year period covered by the new Plan.

During the previous Plan covering the period through
FY2020, in the Retail Division, we relocated sales offices from
the ground floor to upper floors, eliminated ATMs, made some
client communications electronic, and reassessed advertising
costs. Among these efforts, cost reductions resulting from the
relocation of sales offices will become evident during the new
Plan. Therefore, significant cost reductions are already
underway at this point.

Although we will continue to focus efforts on cost
reductions, we do not necessarily see absolutely minimizing
costs as being of benefit. Instead, we recognize that along
with continuing our efforts to reduce costs, we must also
focus on expanding the top line in aims of achieving a sturdy
management composition.

The IT investments needed to boost our competitiveness
amid the rapid advance of DX will also contribute to future
cost reductions as well as an improved top line, so we feel
that we must aggressively implement these. Of course, we will
strive to maximize the cost effectiveness of such investments.

We have also implemented initiatives to improve the top
line by strategically reassigning employees from middle- and
back-office departments to front-line positions and hybrid
businesses. In this regard, our efforts to streamline the head
office in step with advances in DX have progressed smoothly,

Financial and Capital Strategy

with reassignments already completed for 850 employees,
among the planned target of approximately 1,100 employees,
as of April 2021. We are currently aiming to reassign the
remaining 250 employees.

Forecast Shift of Personnel

Strengthen existing business

%2
« Elderly customer business Approx. 1,100

personnel
sM&AIPO |
Strengthen hybrid business i
¢ New business Approx. + Approx.

e External connections

Consolidate middle- and
back-office operations

850 personnel 250

Main personnel shift
¢ Retail front offices (approx. 500)
e Contact center (approx. 150)

Before Apr 2021 Future
personnel shift

*2 Number including personnel shifts implemented through April 2021

Aiming for cyclical expansion that ensures healthy profits and focuses on capital efficiency.

The basic policy behind Daiwa Securities Group’s financial
strategy is to achieve cyclical expansion with a focus on
capital efficiency by charting a balance between efficient

Views on Financial and Capital Strategies

Investment in expanding the customer base

Investment in peripheral areas that are
compatible with the core business

Act with agility while maintaining an overall
balance between investment capacity and
retained earnings, in addition to high-level
dividends

Dividend payout ratio of 50% or higher

shareholder

Ensuring a strong financial base

In terms of establishing a strong financial base, we feel it is
important to maintain sufficient capital adequacy while
responding to changes in the regulatory environment and
securing the necessary resources for future growth
investment. As under the previous Plan, the new Plan adopts
the consolidated total capital ratio as a financial KPI, which
stood at 21.72% as of the end of March 2021, indicating that
our financial health remains firmly in place.

capital management, investments in growth that will contribute
to greater corporate value, and active shareholder returns,
built on a strong financial base.

Sustainable growth

Business portfolio optimization through
establishment of a capital recycling model

More sophisticated investment risk
management framework

management

Given the potential that this ratio may decline three to five
percentage points in the future after the Basel Il capital
accord goes into full effect, and with the addition of a capital
buffer that can withstand a stress test equivalent to past
financial crises, we have established maintaining a level of at
least 18% (may be lowered in line with the application of the
new Basel Ill system) as a KPI.
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View on Financial KPI

Consolidated total capital ratio: 21 .72%

Use for growth
investments,
shareholder
returns, etc.

[> Strive for an optimal balance of growth investment, improvement in capital efficiency,
maintenance of financial soundness, and strengthening shareholder returns

——KPI: Maintain at 18.0% or higher (may be lowered in line with the application of the new Basel lll system)

Extent of decline due
to the impact of
financial regulations A 4

[> Factors that affect risk-weighted assets (RWA)*'
e Fundamental review of the trading book ¢ Review of credit risk calculations
* Review of the CVA risk framework

Buffer for loss from
stress testing

into account

[> The buffer takes minimum regulatory requirements and comprehensive stress tests

Minimum regulatory
requirements
(When Basel lll is fully applied)
11% or more

[> Breakdown of minimum
regulatory requirements*?

e Minimum required level

X 8.0%
of capital
0
e Capital conservation buffer 2.5% Total 11.0%
e D-Sib surcharge 0.5%

*1 Finalization of the method of risk calculation and future regulatory rules remain elements of uncertainty, and the effects of such factors are subject to review

in the future.
*2 Excluding countercyclical buffer.

Under Basel ll, liquidity coverage ratio (LCR) and net stable
funding ratio (NSFR) are being introduced as forms of
regulatory liquidity.

With the progressive introduction of LCR since 2015,
financial institutions under Basel Ill are required to have
enough liquidity to continue operations for at least 30 days
under extremely stressful conditions. As a minimum, an LCR
of at least 100% is required; the Group’s figures for FY2020
(calculated by dividing high-quality liquid assets by total net
cash outflows) substantially exceeded this requirement.

NSFR, which is another form of regulatory liquidity starting
in September 2021, requires that stable capital and debt
(available stable funding) exceed non-liquid assets (required
stable funding), to ensure that adequate stable funding is
available. The Group has taken measures to diversify its
means of securing stable funding. Current preliminary
estimates indicate that the Group’s NSFR is well above the
required level.

Growth investments contributing to increased
corporate value

In FY2020, as well, we made several key growth investments,
including investments to boost the competitiveness of existing
businesses and funding intended to diversify the business

Investment Results/Plan and Profit Outlook of Hybrid Business

(¥ billion) Investment ¥100 billion ™ Investment amount [ll Ordinary income

120 yearly average

Investment ¥50 billion
yearly average

Profit
Contribution

0 2018-2020 2021 2022 2023
average

2028 (FY)

portfolio. In addition to paying close attention to capital
efficiency, we are also working in unison with our risk
management strategy to optimize our business portfolio and
enhance our investment risk management structure when
undertaking investments. With this investment phase nearly
complete, the investments we plan to make through 2023 are
targeted at hybrid business expansion, including renewable
energy and the real estate asset management business. The
total investment value, however, is expected to drop to
approximately ¥50 billion per year, about half that during the
previous Plan. Generally speaking, these investments would
not be recorded as earnings when initially launched and would
only emerge as earnings as time passes. Through this
so-called J-curve effect, the new Plan will see profits enter an
expansion phase.

Enhance shareholder returns

In terms of shareholder returns, we changed our dividend
policy in FY2018, when the previous Plan began, increasing
the semiannual dividend payout ratio from approximately 40%
to 50% or higher. It remains our policy that, when we are able
to secure sufficient internal reserves for future business
development and growth investment, we will consider
increasing returns to shareholders in various ways, including
share buybacks. Such returns will be made after fully taking
into consideration the impact of COVID-19 and other changes
in business conditions, as well as our financial situation,
regulatory trends, and share price levels, all while monitoring
our credit rating.

The Group paid a dividend of ¥36 per share in FY2020, our
highest dividend to date. This represented a dividend payout
ratio for the year of 50.6%. In order to provide a greater return
on profit, on the same date we announced our FY2020 full
year earnings results, we set up a share buyback program of
45 million shares to be repurchased (upper limit) at a total
value of ¥30 billion (upper limit). The total return ratio for the
full fiscal year, including dividends and share buybacks, may
reach a maximum of 78.2%.
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View on total return ratio

Dividends for the current fiscal year
(Dec. of this year + Jun. of next year)

Share repurchase decided by the date of Total return ratio

the full-year earnings%annlouncement of the 106.9% Total return ratio Total return ratio
Total current fiscal year rerﬁJTcohu;sted 92.5% maximum 78.2%
return B4 Total return ratio ¥34.8 billion Amohum ) Amount
ratio Profit attributable t f t ) ; 75.2% fepurchase: epurchase
i e e Total roturn ca Ot et o A ¥25.0 bilion U
58.3% N - . repurchased ¥30.0 billion
moun ¥37.1 billion
Acquisition of regngg‘;ed ¥1’e§“é°’g‘?|ﬁd o 5 e :
treasury shares  ¥18.5 billion -9 bilfion 52.6% 51.1% 50.6%
41.99 07
34.1% 42.5% 42.3% 2 5??;/?1:: ]
Actual payout ratio e 34.5% |
/ ¥36
Dividends per share ¥34 ¥30 ¥29 ¥28 2 ¥20 Record high
FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

“Passion for the Best” 2014 “Passion for the Best” 2017

“Passion for the Best” 2020

Credit Ratings for Daiwa Securities Group Inc. and Daiwa Securities Co. Ltd. (As of June 30, 2021)

S&P Moody’s Fitch R&l JCR
Daiwa Securities Group Inc. BBB+ (Stable) Baa1 (Stable) A— (Stable) A (Stable) A+ (Stable)
Daiwa Securities Co. Ltd. A— (Stable) A3 (Stable) A— (Stable) A (Stable) A+ (Stable)

Strategic Shareholdings

Reviewing the significance of ownership for all strategic shareholdings on a regular basis.
Shareholding balance declined 11% from the end of March 2016 to the end of FY2020.

Both Daiwa Securities Group Inc. and Daiwa Securities hold
shares of other companies only when we consider such
holdings to be meaningful. We regularly examine whether
shares held are of significance, and dispose of holdings
determined to be deficient in meaning with due regard to the
impact on the market and other factors.

We determine significance both in terms of the economic
rationale, whether earnings, dividends, and other returns
associated with business partners exceed the capital cost
standards we have set, as well as in terms of the purpose of
the holding, including growth potential and the strengthening
of business relationships. From these perspectives we then
assess whether the holding will help enhance the medium- to
long-term corporate value of the Group.

Moreover, the Board of Directors regularly examines the
significance of shares held as strategic shareholdings on an
individual basis.

Based on the examination results at the end of March
2021, excluding shares held for the purpose of alliance,
approximately 80% of client companies exceeded the target
value on an individual basis. For the other approximately 20%
which are below the target value, we will verify qualitative

Dialogue with Stakeholders
A central part of the mission of a CFO

In order to provide as many opportunities as possible for
dialogue despite the impacts of COVID-19, in FY2020 | utilized
phone calls and the Internet to speak with many of our
individual investors, institutional investors, and analysts. | have
also had an increasing number of opportunities to attend IR
meetings specialized in ESG, and we reflected the sugges-
tions that | obtained through discussions with our institutional
investors during the Plan formulation period within the

aspects of the shareholding such as maintenance and
enhancement of future business relationships with these
companies and aim to improve the profitability of the
shareholding. However, if this does not improve in a certain
period, we will consider selling such shares.

With regard to the exercise of the voting rights of strategic
shareholding shares, we comprehensively determine whether
or not each proposal should be approved, taking into account
the need to enhance medium- to long-term corporate value of
both the strategic shareholding company and the Group.
Especially among election of directors or audit & supervisory
board members, anti-takeover measures, organizational
restructuring, distribution of dividends of surplus, and other
important proposals that could significantly affect the corporate
value or shareholder interests, we will exercise the voting rights
through dialogue with the client company if necessary.

From FY2016 to the end of FY2020, the cumulative
reduction in the book value balance of shares held as strategic
shareholdings (excluding shares held for the purpose of
alliance) reached ¥6.6 billion, down 11%. We will continue to
address our strategic shareholdings in light of the intent of the
revised Corporate Governance Code.

non-financial KPIs for the new Plan. | believe that providing
these suggestions acquired through conversations with
investors to the Board of Directors and Executive
Management Committee to be reflected in management
decision-making is one of the most important parts of my
mission as CFO. Going forward, | will continue to engage in
constructive dialogue with our stakeholders as | strive to
enhance sustainable growth and corporate value.
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Answer 1

LE we enjoy strong relationships of trust with our customers built up

through our face-to-face sales services. With the consulting capabilities

we have cultivated over many years and an extensive lineup of products

and services unique to our position as a comprehensive securities

group, we are able to meet the diverse wealth management needs of

customers in an era of 100 years of life. 9

KPIs in the Medium-Term Management Plan “Passion for the Best” 2023 (targets for FY2023)

Retail Division Asset-based
Revenue Ratio

6 O% or higher

(Target for fourth quarter of FY2023,
37% at the end of FY2020)

—— Strategy 1

Prior to the previous Medium-Term Management Plan,
the Group was promoting a shift from conventional
brokerage fee acquisition-type face-to-face sales toward
consulting sales focused on the net increase of assets
under custody. With the new Medium-Term Management
Plan, we will further accelerate this momentum as we
shift to a wealth management business model, focused
on expanding asset-based revenue linked to the balance
of assets under custody in products such as fund wraps,
equity investment trusts, and foreign currency deposits.

Assets under Custody
at Daiwa Securities

¥9® trillion or more

(¥75.8 trillion at the end of FY2020)

—— Strategy 2

In tandem with the start of the previous Plan, the Group
introduced the Daiwa version of NPS at all branches and
sales offices. Through this initiative, we have succeeded
in creating a customer-oriented sales system and trans-
forming the mindset of sales representatives. In the new
Plan, we will further evolve the business model in
pursuit of customer’s best interests.

Establishing a wealth management business model

The shift to a wealth management business model cannot be
achieved overnight. In FY2017, the Group did away with sales
targets for each product and started a bottom-up sales
system, following this up with the introduction of the Daiwa
version of NPS to all branches and sales offices in FY2018.

In FY2019, we abolished revenue targets for individual
employees, and made product proposals that meet customer

needs the gauge of personnel reviews. Moreover, we are
making steady progress in the process of reforming our sales
system through initiatives such as designing and developing
goal-based approach tools, developing products and related
systems for the transition to asset-based revenue businesses,
and cultivating human resources.

M
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Recommendations to

achieve goals

April 2021

(" ] August 2020 Asset inheritance S
Recommendations for August 2018 '(';‘#g‘f}g”eegérfc‘?gt“e'”g navigation system
each product July 2018 Wealth management report o ocinont recommendations) Stocks
Asset inheritance planning
Life planning Bonds
(determine life plans) I + t
nvestmen
Sitele & e
October 2019
Bonds o o016 Eliminated revenue goals ETFs
pri _ (Evaluated product purchases
Investment trusts April 2018 Reflected customer gains/losses  according to customer needs) Fund Wraps
Introduced in sales personnel & branch
April 2017 evaluations —_
ETFs Switched fo bottom-u NPS (\mproved customer
P satisfaction) X
sales structure Mainly asset-based
Fund Wraps (eEa“C”h"';f;g‘ag;)a's for 2022 onward revenues
2021 Introduce asset- + transaction-based
. October 2020 Introduce new based fee model revenues
March 2018 Asset-based fee plan Fund Wrap
Mainly transaction-based October 2016 Advance Wrap  for investment trust
October 2007 Fund Wrap Premium
[OVONiICS Daiwa Fund Wrap  (Added inheritance function)

N

| . S N o

System development over the long term

Wealth consultants that earn the trust of customers

Providing investment planning to support a goal-based approach

The ability to leverage investment planning is a powerful Increased efforts to offer investment planning feed into

weapon in our efforts to provide optimal solutions to customers.
The Group has introduced WealthBench, an analysis tool from
MSCI Inc. that is widely used by leading private banks and
institutional investors overseas. After customizing this tool for
the Japanese market, we were first in Japan to begin offering
this resource to retail investors. WealthBench enables investors
to visually represent the management efficiency of their total
financial assets, including assets managed by other companies.
Our customers have given high ratings to this persuasive
service, which other companies cannot rival.

Analysis through Investment Planning

— Challenges in Wealth Management —/

e You don’t know whether O
the portfolio is optimal for
achieving your goals Lo

e The inability to analyze the many different
investment products held at multiple financial
institutions

e You don’t know whether the return secured is
commensurate with the risk

® You want an explanation of management
results (corporations)

® You have a vague sense of unease with the
current management

cumulative total
of ¥10 trillion

@ Asset allocation analysis

Risk scenario analysis

WealthBench

the extension of management advice across customers’ entire
portfolios, and are helping us accelerate the shift to a wealth
management business model. Having introduced WealthBench
in August 2020, we conducted an analysis of the more than
¥10 trillion in cumulative assets up to the end of March 2021,
finding that the new service yielded a net asset inflow of ¥180
billion. In addition, in FY2020 we saw a 40% increase from
FY2019 in the number of new corporate customers gained

through referrals from existing customers.

Analyzed a

Analyzed a wide variety of
investments, including
domestic & foreign stocks,
bonds, and investment trusts

M8IABI PUB 1S8AU|

Risk analysis

Analysis by product

ABojel;s juswabeuew asodold
(SdN) uornoeysijes Jawoisno anoidw|
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Growing the balance of stock-related assets under management

Through the shift to a wealth management business model, the ¥3.4 trillion in wrap account contracts, and ¥1 trillion in foreign
currency deposits. We are also planning to introduce new

asset-based fee services from FY2022. The model for these

Group is working to expand asset-based revenue linked to the
balance of assets under management in products such as fund
wraps, equity investment trusts, and foreign currency deposits. services is to offer customers portfolios that allow diversified
The Group aims to increase the ratio of asset-based investment across a wide range of asset classes, including
revenue from 37% at the end of FY2020 to 50% or higher in
the fourth quarter of FY20283. This assumes that the balance

of assets under management by the end of FY2023 will be

stocks and bonds, and earn fees for advice and management.
Since providing investment strategy-based advice necessitates
a high level of quality, we are exploring the establishment of a

¥1.5 trillion in an asset-based fee plan for investment trusts, new function to formulate investment strategies.

Highlights of Asset-Based Revenue Expansion

Asset-based fee plan for Wrap AUM Foreign currency deposit balance

investment trust AUM (Daiwa Next Bank)

¥1.5 trillion ¥3.4 tiillion ¥1.0 trillion
¥2.6 trillion
¥0.6 trillion
¥2.0 trillion
¥0 3 trillion
¥0.2 trillion l
.
FY2020 FY2023 FY2017 FY2020 FY2023 FY201 7 FY2020 FY2023
(assumed) (assumed) (assumed)

FY2020 Targets for FY2023

¥62.0 viliion ¥92.0 villion
37% 50% or higher

*Asset-based revenues: Agency fees for investment trust, Investment advisory and account management fees, Bank agency
fees and other, Revenues from asset-based fee plan for investment trusts, AUM fees, etc.

‘ Asset-based Revenues*

‘ Asset-based Revenue Ratio

What is an asset-based fee plan for investment trusts? It is a new fee plan the Group began handling in October 2020.

O Conventional model
(Commission on purchases)

Customer

* ¥10 million or more per order for each stock
e Zero commission on purchase

¢ Asset-based fee paid later (Maximum annual rate: 0.99%;
tax included, gradually reduced according to AUM)

Solution businesses

In Japan today, real estate properties and shares in family individuals, we plan to package and sell new small-lot real

businesses account for about half of the assets of affluent estate products that differ from conventional REITs.

people. The Group will provide solutions for these assets by

augmenting its total asset approach. Based on interviews with Solution Business Revenues

Business succession consulting

customers about their business succession, real estate, and
inheritance-related needs, Daiwa’s wealth consultants and
inheritance consultants offer advanced solutions that draw on
the resources of the Group or those of external partners.
Solution business-related revenue was ¥5.5 billion in
FY2020. The Group is aiming to more than double this amount
in FY2023. As part of this effort, we established a new
subsidiary, Daiwa Securities Realty, in April 2021. As real
estate investment needs increase in Japan, especially among

(M&A, etc.)
. v e&«-

- ~

Tax solutions » 6]
. -0
(leases & insurance) & \o‘\ ""DD

N
< Real estate solutions
S Weatthy %
S ealthy "o
o
‘s 5 "

customers
! |
* Consulting by \ 4
Total inheritance @ . top quality* ® AUM fee business
SerViCeS uman resources
N -
B O S

Asset management planning

* Daiwa Securities ranked No. 1 in the financial industry for the number of
CFP certification holders (No. of CFPs as of March 31, 2021: 1,165)
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Daiwa Securities’ strength is its spirit of

Daiki Araoka taking on challenges

Associate Director I believe the strength of Daiwa Securities is its spirit of taking on new challenges.

Hiroshima Branch . . . .
As the pioneer of wrap account services in Japan, and having started up

Daiwa Securities

(Wealth Consultant) Daiwa Next Bank and more recently started offering an asset-based fee plan

for investment trusts, | feel we are in a stronger position than other companies
when making proposals to customers.

When | am building a relationship of trust with a customer, what | always
keep in mind is the need to listen attentively to them and see things from their
perspective before making any proposal. | sense that this creates stronger
trust with customers than before.

Going forward, | want to gain more knowledge in wealth-related services,

operating leases, and other product areas that have recently come up often in
my interviews with customers. | would also like to hone my knowledge and
skills in stocks and bonds and aim for even larger corporate sales.

Daiwa version of NPS

Offering consulting services based on a total asset approach NPS outcomes and performance are highly correlated.

has also contributed to a significant increase in the Group’s Analysis shows that if the stance of 10% of customers

NPS (customer satisfaction) scores. The Group introduced
NPS across all branches and sales offices in FY2018. The front
offices and headquarters have since worked together to build
a system for improving both sales quality and products and
services based on customer feedback, and instituting a PDCA
cycle to achieve this. The Group has conducted ongoing
customer surveys since introducing NPS. NPS scores have
risen markedly since January 2020, likely reflecting the point

changes from “detractor” to “passive” or from “passive” to
“promoter,” this leads to a cumulative increase in revenue of
¥9 to ¥18 billion over three years. In fact, the steady progress
we have made in customer-oriented operations is reflected in
longer holding periods for the investment trusts we offer and
less frequent buying and selling of foreign equities. In addition,
the proportion of referrals from existing customers in new
account openings is growing.

when a series of new operations began to take root.

NPS improved due to the firm establishment of NPS operations

NPS high

2020 onward

I 1ment peri l
C ( )Jan eC 202
11 : Nov
ise in NPS
M Yy (eXCIUdlng ma )
Mar: c
o USRI oo ........................... JUppeT) .l N o .........,.................................. seeemenetttt :
U Ui
eation of NPS
I ||gh

* Total cumulative profit (loss) from individual customers from November 2018 onward
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What is NPS? o " o
An index that quantifies the loyalty of a customer to a company, NPS provides a Promoter  Passive Detractor

simple questionnaire to customers asking to what degree they would recommend
a company'’s products and services to their own friends and colleagues, and asks
customers to rate this on a scale of 0 to 10. Since NPS has a high correlation with
the rate of business growth, the index is used by many global companies.

S I I I AN SN N S R —
I L L L L L L e e e |

Extremely Not at all
When calculating the total impact of the three-year cumulative increase in sales likely likely
at Daiwa Securities in terms of the fees per person, of the customers who were P . § P . :
" “ o« oo “ » , ' ercentage o [ Percentage o —
classified as detralctorsl, passive,” and promoters accgrdlng to their answers NPS
to the above questionnaire, there were 1.3 times more passives than detractors,

and 1.8 times more promoters than detractors, so we believe that improving NPS
will lead to increased sales performance.

Always trying to get to know the customer Miki Moro
Director

My sense is that the strength of Daiwa Securities lies in the diversity of human
resources who can draw on their individuality to come alongside customers, and
who have the resources (head office staff, systems, product lineup) to back them

Kashiwa Branch
Daiwa Securities
(Anshin Planner®)

up. There is also extensive training for employee self-improvement.

As an Anshin Planner helping elderly clients, | always want to consider
issues from the customer’s point of view, and to do that requires really getting to

know the customer. So, | have conversations with them not just about products

but about their health and hobbies, and try to come alongside them like a daughter
would. Going forward, | would like to put my energies behind trying to build up the
Anshin Planner brand.

*A service specializing in elderly customers which
provides comprehensive consulting, including ser-
vices tailored to customer needs

Progress of Customer-based Sales System

Holding period of Trading frequency of Percentage of newly
investment trusts foreign equity introduced customers
Jan — Mar 2021
Approx.

1.3x =45

2.8 3.7 Less than

years years once a year

Mar 2018 Mar 2021 Mar 2018 Mar 2021
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Fortifying Daiwa’s research capabilities

Providing high-value-added information from a medium- and
long-term perspective is becoming increasingly critical in
supporting household asset formation as a means of realizing
a more abundant era of 100 years of life. Daiwa Securities
Group is fortifying its research capabilities to be better equipped
to provide products and services that capture customer needs.
Our efforts are being recognized: In addition to being No. 1

in the 2021 Nikkei Veritas Analyst Ranking by company for the
third year in a row, Daiwa Securities also ranked No. 1 in
Institutional Investor 2021 All-dapan Research Team survey of
the U.S. financial magazine Institutional Investor for the second
year in a row.

Analysts voted top in the sector of coverage

Electronics / Components

Takumi Nikkei Veritas 1st (13 consecutive years)

Sado Institutional Investor 1st

Autos

Eiji Nikkei Veritas 1st (Five consecutive years)

Hakomori Institutional Investor 1st (Two consecutive years)

Auto Parts

Shiro Nikkei Veritas 1st (Three consecutive years)

Sakamaki Institutional Investor 1st (Three consecutive years)

Biotechnology & Pharmaceuticals

Kazuaki Nikkei Veritas 1st (Three consecutive years)

Hashiguchi Institutional Investor 2nd

Medical Technologies & Services

Tomoko Nikkei Veritas 1st (first time)
Yoshihara Institutional Investor 1st (first time)
Machinery
Hirosuke Nikkei Veritas 1st (first time)
Tai Institutional Investor 1st (Two consecutive years)

Beverages, Food & Tobacco

< Makoto
Morita Institutional Investor 1st (first time)

Nikkei Veritas 1st (first time)

\

’: @! Taro
=

J Ishihara
-

The research arm of the Group is one of Japan’s most
venerable equity research institutions. It has consistently
maintained a fundamentals-oriented analytical approach.

In addition, we are actively working to deliver research data
on individual sectors and individual stocks from a more
diverse perspective, such as being one of the first companies
in the industry to focus on ESG research.

Nikkei Veritas
Analyst Ranking 2021

1st place for 3 consecutive years

2021 Institutional Investor

All-Japan Research Team 1st place for 2 consecutive years

The Nikkei Veritas Analyst Rankings is a stock category ranking system
by company.

& Real Estate

Construction, H

Hideaki
Teraoka

Nikkei Veritas 1st (Two consecutive years)

Institutional Investor 2nd

Energy & Utilities

Nikkei Veritas 1st (first time)

Syusaku
Nishikawa Institutional Investor 2nd

Telecommunications

Nikkei Veritas 2nd

Yoshio

Ando Institutional Investor 1st (Two consecutive years)

Broadcasting & Media

Nikkei Veritas st (first time)

Institutional Investor 1st (first time)

e

IT & Software

Makoto Nikkei Veritas 1st (first time)
Ueno Institutional Investor 1st (first time)
Technical Analysis
Eiji
X i Nikkei Veritas 1st (Two consecutive years)
Kinouchi
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Hideaki Teraoka
Chief Analyst
Equity Research

Seeing veterans make efforts inspires younger staff
Department

| believe there are two reasons why Daiwa Securities received the highest overall Daiwa Securities
evaluation in the Nikkei Veritas Analyst Ranking. The first is that we have
responded quickly to shifts in society. For example, we have made active use of
webinars during the COVID-19 pandemic, and stepped up our ESG research.
The second is that the whole department is full of energy. In particular, | feel that
when veteran analysts really make concerted efforts, this inspires mid-career and
younger staff and ends up spreading throughout the entire department. Achieving
customer satisfaction demands that we always pursue Quality No. 1 in research.

| myself am committed to working harder to raise the quality of our corporate
analysis, including ESG research.

Expanding the balance of foreign equity for retail customers

As foreign currency-denominated assets accounted for a mere Retail Foreign Equities AUM

2.7% of individual financial assets in Japan at the end of
¥940 billion

Unrealized gains:

o R ) ) Approx. ¥230 billion
Division, the Group’s Retail Division will provide customers e
Approx. 2.1x 1 |

with diversified investment opportunities by broadening its | |
] ]

December 2020, there is still ample room for expanding globally
diversified investment. With the support of the Wholesale

research coverage of overseas stocks, expanding the lineup of
theme-based ETFs, and holding educational webinars.

The goal is to increase the foreign equity proportion of total
equity assets under management to 10% by the end of FY2030.

Mar. 2018 Mar. 2021

Establishment of Daiwa Securities Realty

To date, the Group’s real estate asset management business
has mainly entailed the management of real estate investment
trusts (REITs). However, the real estate investment needs of
investors in Japan are growing increasingly diverse. To address
these needs, the Group established Daiwa Securities Realty

on April 1, 2021 to proactively provide real estate investment
products in product types other than REITs. Daiwa Securities
Realty will hold real estate properties earmarked for new real
estate investment products, as well as conduct property
warehousing for REITs.

Real Estate-related Investment Products for Retail Customers

Daiwa

Securities Realty

External

seller —'} Real estate acquisition

Daiwa Securities Affiliated bank

Brokerage l
Create small

parcels Customers of

|
¥ Daiwa Securities
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Message from the Head of Retail

customers’ best interests

Shinsuke Niizuma

Senior Executive Managing Director
Head of Retail
Daiwa Securities Group Inc.

In FY2017, we introduced a bottom-up sales promotion system centered on the sales branches closest
to customers and had been working on changes to the sales system. In FY2018, we introduced NPS
as an index to measure customer satisfaction to evolve into business operations from a thorough,
customer-oriented perspective and achieve Quality No. 1 while further accelerating the flow of
customer-oriented operations. To further deepen awareness of the customer-based sales system, in
FY2019 we established a system that considers customer profits first, such as by including items
related to customer investment performance (customer profit and loss) within the sales personnel
evaluation system.

To provide high added value to our customers, in FY2020 we started investment planning, including
portfolio analysis and risk/return analysis functions, as a service used by advanced global institutional
investors. As an extension of the buy options for investment trusts, we have introduced an asset-based
fee plan for investment trusts that does not require a purchase fee and allows customers to pay an
assets under management fee according to the appraised value and holding period. Based on the current
situation resulting from the spread of COVID-19 infections, in addition to providing information by e-mail
and utilizing online video meetings, we are continuing efforts to improve customer convenience, such as
by expanding online procedures.

In response to the trend for free trading fees that arose in the United States, in Japan these days we
have been seeing a trend among securities companies to reduce trading fees, mainly for online securities.
Amid the situation in which elderly customers own most of the ¥1,950 trillion of individual financial assets,
it is expected that the traditional brokerage business fee pool, which receives a commission from the
customer for each transaction, will experience further shrinkage. In contrast, more than 50% of individual
financial assets are still lying dormant in the form of cash and deposits, so the market potential in the retail
business remains high.

Daiwa Securities is devising further improvements to its sales quality and services to achieve its
customers’ goals. Based on customer trust and satisfaction, we will work to establish a new corporate
culture and continuously improve NPS to accelerate the shift to a wealth management business model
that charges fees from assets under custody, along with the expansion of both fund wrap services and
the balance of the asset-based fee plan for investment trusts. In wealth management businesses, knowing
your customers is a major prerequisite. It is indispensable to broaden points of contact with customers
to have a deeper knowledge of more of them. Daiwa Securities is expanding its sales offices and
streamlining existing stores to increase the number of its customer contact points.

Through the shift to a wealth management-type business model, we aim to increase the ratio of
asset-based revenue geared to balances, such as fund wraps, stock investment trusts and foreign
currency deposit balances, from 37% in FY2020 to 50% or higher in the fourth quarter of FY2023.

Business model shift to pursue
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What kind of innovation will & ©

giwa Securities Group pursue

to create value?
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Answer 2

EE For the sake of our customers as well as for society, in Japan and

elsewhere, we will continue to draw on the financial and capital markets

to provide new value and innovation. With a pioneering spirit, and

backed by a history of creating unprecedented businesses, we excel at

dealing adeptly with risk while taking on new challenges. 39

KPls in the Medium-Term Management Plan “Passion for the Best” 2023 (targets for FY2023)

Hybrid-related ordinary
income

¥6O billion or more

(¥25 billion in FY2020)

The history of Daiwa Securities Group is also the history of
innovation. When the Group was founded in 1902, it broke new
ground as a discount bill broker that acted as a go-between
directly linking the capital markets to corporate financing needs
without being dependent on any bank. Since that time, the Group
has continued to drive development in the capital markets, such
as offering Japan’s first investment trusts (securities investment
unions at the time) in 1937 and launching the country’s first
computer-based home trading service in 1986.

In recent years, the Group established Daiwa Real
Estate Asset Management in FY2009 to enter the real estate
asset management business; opened Daiwa Next Bank, an
online bank without sales offices, in FY2011; and in FY2018

Samty
Group

Sumitomo
Mitsui
DS AM

&
Q

Global X

Dai
ACA A

Group Katana

‘ I‘ au AM

Central Bank

A

Hybrid-related ordinary
income ratio

About 2 6 %

(21% in FY2020)

established Daiwa Energy & Infrastructure to invest in renewable
energy and Daiwa Food & Agriculture to enter the agricultural
business. Since then, the Group has continued to expand the
business portfolio with a series of flourishing hybrid businesses.

The next goal of the Group is to transition to a wealth
management business model. By building a revenue structure
which does not depend on brokerage fees that are highly
vulnerable to market conditions, but rather deriving fees based
on the balance of customer accounts, we are working to build
a business that can earn even higher trust and satisfaction
from customers. Over the next 100 years as well, Daiwa
Securities Group will continue to pursue innovation to always
be a company that is indispensable to society.

Y SBI
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Japan Post
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Dialogue on Innovation I

Hirotaka Takeuchi ‘ ‘

Outside Director
Daiwa Securities Group Inc.

X

Toshihiro Matsui

Deputy President and COO
Daiwa Securities Group Inc. |
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Daiwa Securities Group has to date undertaken various industry-leading initiatives. COO Toshihiro Matsui and

Outside Director Hirotaka Takeuchi, an expert in competitive strategy and knowledge management, sat down to talk

about the source of these efforts from a business administration perspective.
» Page 81 Directors (Members of the Board)

Initiatives of Daiwa Securities
Group as a builder of future
markets

Matsui: Daiwa Securities Group is
proud to have caused a stir in Japan's
capital markets by introducing various
new, industry-leading services. One of
these was the FAMICOM trade in 1988.
This service allowed customers to use
home computer game devices
(FAMICOM), which were exploding in
popularity at the time, along with
cassette tape software to trade
stocks. Given the complete lack of

any Internet-based information at the
time, in many ways this service was
unfortunately even less convenient
than making orders over the telephone
and never gained in popularity. | think
that having executed this initiative
seven years before the release of
Windows 95 and eleven years before
the launch of Japan’s first internet
brokers, however, illustrates the
nature of the Group. Going back even
further, we have contributed to the
development of capital markets
through cutting-edge initiatives that
were ahead of their time, including
being the first in Japan to work with

foreign bonds (UK and French sover-
eign bonds), investment unions (the
model for today’s investment trust
funds), and cumulative investments.

Takeuchi: | define innovation as the
creation of those elements that are
currently lacking in order to achieve
the future for which one aims. As Peter
Drucker said, “You cannot predict the
future, but you can create it.” Having
implemented many initiatives that were
firsts for Japan, | believe that Daiwa
Securities Group maintains a perspec-
tive that looks to what the future
should be, and | feel that this




Integrated Report 2021

Daiwa’s Value

Vision & Strategy

100 years of life

long-term future-orientation, so unlike
the short-termism seen throughout the
financial world, along with its
human-centric orientation have become
the DNA of the Group.

Matsui: Speaking of Peter Drucker,
one of his statements that made an
impression on me was that “entrepre-
neurs see change as the norm and as
healthy. Usually, they do not bring
about the change themselves. But—and
this defines entrepreneur and
entrepreneurship—the entrepreneur
always searches for change, responds
to it, and exploits it as an opportunity.”
| believe that the Group has a culture
that takes action upon considering the
nature of the change and the opportu-
nity that it presents, or, a culture that
attempts to address change before
anyone else.

Even today amid the COVID-19
pandemic, advancements in DX and
the proliferation of telework are starting
to drive significant transformations in
the shape of society. The way in which
people work, study, communicate, and
live in general, as well as their mindsets,
have changed greatly. It is therefore
critical for us to capture how these
changes will emerge as business
opportunities for the Group as quickly
as possible.

And work that creates new value
is simply fun. The members in charge

of the Group’s CONNECT smart-
phone-based brokerage services
launched in 2020 looked like they were
truly enjoying their work. When Daiwa
Next Bank was established in the past,
we did not set out to create a full line of
services like that offered by existing
banks. Instead, we created a bank that
delivered the most limited services of
any bank in Japan, without bankbooks
or ATMs, yet one that offered the high-
est deposit interest rate in the country.
As a result, the bank attracted a huge
deposit value. Although we also faced
many hardships, all of the founding
members seemed to really enjoy their
work at the time.

Takeuchi: Looking at the strategy you
took for Daiwa Next Bank as Michael
Porter would have, you set out to
clarify what the bank would not do*".

In other words, you cannot satisfy
every customer, so a certain number of
customers might be unhappy. Clearly
laying out a target gives rise to differen-
tiated value. And the fact that this effort
was fun just proves that innovation isn’t
only about technology, but that it is
also about being human-centric.

Matsui: The most important mission of
the new Medium-Term Management
Plan “Passion for the Best” 2023 is
making the shift to a wealth manage-
ment business in the Retail Division.
Securities brokerage firms in the U.S.
have already seen significant results
from this move, but unlike the U.S.,
where government bond yields were at
least 4% when the wealth manage-
ment business initially became popular,
Japan offers a yield of 0%. So, we
recognize that figuring out how to
provide services that customers will be
happy to select will be a challenge.

Japan'’s securities brokerage firms
have also struggled with earnings insta-
bility for many years. And it will be
impossible to escape this instability under
a model whereby we receive trading
commissions that track price movements
in the markets. | therefore believe that

our real challenge is to achieve major
innovation in Japan’s securities industry.
Our new service of asset-based fee
plans for investment trusts*? has gotten
off to a smooth start. | believe that we
have increased the Group’s reputation
among individual investors by continu-
ously introducing these kinds of unprec-
edented new services.

Innovative human resources and
corporate culture

Matsui: It is human resources that
generate innovation, and | believe that
the Group has always had a corporate
culture that allows for our employees to
undertake new challenges. On the
other hand, we require personnel with
backgrounds in digital IT to serve as a
foundation for supporting future inno-
vation, so we have started implementing
various systems to train these personnel.
In April 2021, we opened a new Expert
Course as part of our career-track
position training program, and intro-
duced a compensation system for
personnel with advanced skill sets and
expertise that offers compensation
commensurate with their capabilities.
In this way, we can now offer benefits
that take the market value of our
employees into account according to
their position, role, and performance,
regardless of rank or age. Our decision
to also introduce this system for new
graduate recruits starting in 2022 led
us to receive many applications, pri-
marily from highly specialized students.
We are currently working to recruit
individuals from among these applicants.
We are also advancing an initiative
called the Daiwa Innovator Program, which
calls for ideas regarding new business
plans from within the Group. In addition,
the final presentation themes used in
the Daiwa Management Academy*®, in
which we have also asked Mr. Takeuchi
to be involved, serve as new business
and business plans aimed at developing
the Group, and we are therefore con-
stantly aware of innovation in critical
areas of human resource development.
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Takeuchi: A dialectic approach is an
effective way of aiming to achieve
greater heights. This approach provides
an opposite opinion (antithesis) for each
proposition (thesis), whereby heatedly
arguing both sides leads to a higher
order concept (synthesis). Over time,
this synthesis becomes a thesis, and
this process is repeated, with discussion
giving rise to the next synthesis.

At Harvard Business School, students
first listen to the opinions of others,
after which they state “I disagree” to
continue the discussion in pursuit of this
synthesis. | feel that Daiwa Securities
Group has a corporate culture that
values this kind of open discussion to
some degree. Although Japanese
companies are often said to prioritize
harmony, even a purely Japanese-style
company like Toyota specifies the
importance of unfettered discussions
irrespective of position hierarchy within
their code of conduct.

Matsui: The Group maintains a culture
in which the responsible party must
convince each level through the execu-
tives and president if they have an idea
they want to realize. There are many
cases where major decisions for the
Group have been made in a bottom-up
manner starting at the department head
class, and the culture certainly does not
tolerate employees surmising and avoid-
ing what the president would dislike.

In addition, the Group also has a
tradition of entrusting work to subordi-
nates. Capital markets sometimes
experience major events that kick-off a
race against time, so when | was a
department head there were times
when my superiors entrusted me with
the full authority of the company. Now
that | serve as Deputy President, | con-
stantly reflect upon myself to determine
whether | have the same depth of char-
acter as the executives at the time who
allowed me to freely conduct my work.

Takeuchi: One of my favorite terms is
permissionless innovation. In general,

employees of Japanese companies
spend too much effort trying to acquire
the permission of their superiors.
Yet the front offices always require
judgements to be made here and now.
Development of the Hondadet is an
example that can be said to have
proceeded in a permissionless manner.
In the paper that served as the origin
of my research, | used the metaphor of
a rugby scrum. Applying a relay race
approach where employees hand over
work in sequence requires time and
makes it difficult to address change. So,
| believe that a scrum approach in
which all employees attack and defend
is the right mode of business. This way
of thinking blossomed as the concept
of agile development in Silicon Valley.
In this respect, a small, speedy organi-
zation is more effective. The amoeba
management style used by Kyocera also
falls under this concept. This approach
enables companies to clearly ascertain
profit or loss, and the problems of a
business, while allowing them to rapidly
discuss and take quick action towards
improvement. For this purpose, each
individual must have the freedom to act,
and superiors must be able to accept this.
The Group currently maintains this
type of culture. But we must be careful
that the culture does not transform into
its opposite—a corporate bureaucracy.

The outside directors’ role in
enhancing corporate value

Takeuchi: | myself used to teach at
the Harvard Business School AMP*#,
and | have fond memories of the time
20 years ago when Chairman Hibino
traveled to Boston as the first partici-
pant in this program from the Group.
Over the years since, 20 individuals,
including Mr. Hibino, have participated.
So, | believe | can continue to actively
contribute to producing these kinds of
global personnel.

The outside directors at the Group
include individuals that have excelled in
a variety of fields, and | enjoy very much

engaging with—and have often been
inspired by—everyone at the Outside
Directors Council*® and other meetings.

This year Yumiko Murakami joined the
outside directors, and | hope to partici-
pate in an ever more active manner.
Although it is our duty to maximize the
corporate value of the Group,

the Outside Directors Council is also
truly unfettered, and acts with a strong
spirit of love for the company.

Matsui: | humbly ask that Professor
Takeuchi continue to comprehensively
assess the Group’s business, and
provide his support for maintaining the
Group's unfettered working environment,
as well as for nurturing innovative
employees.

*1 The Group has supported the Porter Award
over the 10 years since its founding in 2001.
The Porter Award is administered by Hitot-
subashi University and is named for Professor
Michael Porter, a leader in strategic theory at
Harvard Business School.

*2 A commission plan in which the customer
pays an asset-based fee corresponding to
the total purchased investment trust valuation
and holding duration instead of a commission
charged at the time of purchase. This plan
has been offered by Daiwa Securities since
October 2020.

*3 A selective management training program for
Group executives commenced in 2000.

*4 Advanced Management Program: A manage-
ment training program for executives from
global companies around the world.

*5 A council composed of outside directors and
commenced in 2016 for the purpose of
allowing outside directors to exchange
information and opinions with each other.
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In January 2020, Katana Inc. headed by CEO Tsuyoshi Morioka and Daiwa Securities Group entered into a capital

and business alliance, and they are working to create and rejuvenate new businesses while revitalizing the Japanese

economy through investment and marketing synergies. Their first project is a theme park in Okinawa. Katana CEO

Morioka and Daiwa Securities Group Senior Executive Managing Director Akihiko Ogino shared their thoughts about

each other’s company.

Strong relationship of trust
with a single vision

Ogino: Upon Seiji Nakata becoming
President in 2017, the Group launched
a Hybrid Strategy along with deciding
to position SDGs targeted for 2030 as
the foundation for management.

As part of this strategy, we have carefully
examined and developed businesses
that contribute to SDG goals, such as
Daiwa Energy & Infrastructure and
Daiwa Food & Agriculture.

It was during this process that |
had the opportunity to meet Mr.
Morioka for the first time, a marketing
professional with a particularly strong
track record in attracting visitors to

facilities. | recall being impressed by
Mr. Morioka's strong conviction and
enthusiasm, as well as finding him
charming and trustworthy.

Morioka: When we explained Katana
and the Okinawa theme park busi-
ness to Mr. Ogino and the rest of
Daiwa Securities Group, | knew then
that we would be able to forge a
strong mutually trusting relationship
because they conveyed a shared
sense of purpose beyond immediate
profit and loss and mere risk and
return in a manner that reflects their
company’s purpose.

The business alliance with Daiwa
Securities Group has provided us with
credit support for project promotion as

well as a variety of financial advice that
you will never receive from hired
experts. A shared purpose and a
relationship of trust are important for a
long journey, and | would like to create
businesses with Daiwa as a strategic
partner that can be passed onto the
next generation.

Ogino: Facilities that attract visitors
enable the revitalization of local
communities, which in turn leads to
regional revitalization. | believe that
direct finance plays a very important
role in regional revitalization, but in
reality, the level of involvement of direct
finance in the tourism and entertainment
sectors is still insufficient. This prompted
me to think that there may be room for
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Tsuyoshi Morioka

Strategist and marketer. Rehabilitated
Universal Studios Japan in just a few
years after introducing the Morioka
method. After completing this mission,
established Katana Inc., an elite
marketing group. Guided by the vision
to energize Japan via marketing and
entertainment, the company is promot-
ing a number of projects, including an
Okinawa theme park business.

the Group to contribute. One of the
Group's corporate principles is building
trust. As we pursue joint businesses,
many things happen on a daily basis
that require a flexible response, so it is
important to have a core sense of trust
that cannot be easily shaken, and |
think Katana indeed have that. We
have seen tourism-related industries
struggle amid the COVID-19 pandemic,
yet | view this is as a good opportunity
because times like these enable us to
look at things conservatively and
cautiously rather than focusing on
optimistic scenarios.

Local communities will drive
growth in Japan

Ogino: The objective of the Group is
to leverage its alliance with Katana to
achieve regional revitalization. With
branches and sales offices in all 47
prefectures in Japan, the Group has
established a regional economic

network. Each region has many facilities
that attract visitors, which can be
referred to as a legacy. Revitalizing
these facilities through marketing,
financing support, and investor
introductions would lead to regional
revitalization in my view. | believe that
Japan overly concentrating on Tokyo
will not go well unless the local
regions are energized.

This approach is shared by Daiwa
Energy & Infrastructure and Daiwa
Food & Agriculture based on the con-
cept of managing individual assets
initially with our own funds to a certain
extent, eventually leading to securitiza-
tion. While Japan is an advanced
country, such alternative investments
have gained absolutely no traction
here, with assets being skewed toward
traditional securities, stocks, and
bonds. While Japan is said to have a
variety of amazing technologies, | think
that COVID-19 has exposed a number
of relatively weak areas. There are
¥1,950 trillion in individual financial
assets in Japan, and channeling some
of these huge remaining assets into
such alternative investments would

enable the economy to run smoothly.

Morioka: | think that the growth
potential of the Japanese economy lies
in the rural areas, where there are
opportunities to introduce marketing
and reverse the flow of people.

My mission is 