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Medium and Long Term Vision
-Realizing Sustainable and Stable Growth-

December 2003
Daiwa Securities Group, Inc.

The purpose of this presntation isto provide information on the futuremanagement vision of Daiwa Securities Groupas well as achievements made in the time
to the FY 2003 interim period. This presentation is not a sol icitation to invest in securitiesissued by the Daiwa Securities Group. The content of this presentation
is based on daia valid as of Novembe 13, 2003. Opinions and forecasts stated herein reflect the judgment o Daiwa Secuities Group as of the time of
compilation of this documentation. Daiwa Securities Group undertakes no warranty or guaraniee with respect to the accuracy and campleteress of the infamation

contained herein, which is subj ect to change without notice.
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Our EarningsBaseis Gradually Strengthening
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but therebound isat alow level...

(millions of yen)
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“Sustainable Growth” 1sOur Foremost Objective [

Gaining the “ Trust” of customer s, shar eholder sand
employees, isessential to create cor por ate value (=the Daiwa
Securities Group BRAND)

. =

e Stability and sustainability are prerequisitesfor gaining
“Trust”

e Realization of steady growth in the face of volatile
mar kets
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Stability Isthe Power of an Established Brand —

Differencesin brand power becomes evident in times of
economic downturn as can be seen by thetrend in
differential of PBR

(Times)
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Best Brand Daiwa 2005 -What wewant to achieve- [

TOP LINE Strategy

Pursuerevenue growth driven by quality-oriented
differentiation

Effects
Business M odel - _
Stability Growth Potential
Conventional Growth Pattern 9 O
(Volume-oriented competition)
Contraction O X
New Growth Pattern
(Quality-oriented differentiation © ©
and creativity)
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Becoming Number Onein Quality and Productivity
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Quality Enhancements

e Providing high-quality products through
collaboration across the Group

New Product Development Project
Out of 90 proposals, 6 have been

promoted to investors
Ex) Exchangeable bonds with
accelerated redemption, etc.

® Training to improve skills of senior
consultants

® Expansion of products and services offered
under the ‘Daiwa Direct’ course

® Proposal-based activities by the' Research &
Advisory Department

® | mprovement in performance of funds under
management

Productivity Enhancements
® |ntroduction of new personnel management
system based on perfor mance-oriented
compensation

Maximum 25 times difference
in bonus

Introduction of seaion- SMBC
specific bonus assessment

Daiwa Securities

Daiwa Securities
® Consolidation of branch offices

126 (3/31/ 03) to bereduced to 120 (12/ 503)

*numbers exclude Station Plaza

e Nationwide adoption of satellite-branch
system

Staff increase for internal marketing functions

® Part-timer ratio among clerical staff to be
raised to 50% by 2005 (42% as of 9/03)
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Group M anagement Strategy

- Application of the Main Business Sectors -
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Retail Securities Business -

Domination of theretail securities busnessimplies
domination of Japan’ ssecuritiesindustry

1.

Positioning: Core operation

Necessary to secure stable earnings and high ear nings power
Strategy:
Securing stable earnings+>TOP L INE Strategy

Number One in Quality:
Expansion of customer base by differentiation in products and services

Realization of high ear nings power »BOTTOM LINE Strategy
Number One in Productivity:
Reinforcement of earning power through enhanced productivity
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Retail SecuritiesBusiness: TOP LINE Strategy
Differentiation Factor (1) -Products and Services (I)- ——-

Foreign-currency denominated bonds:
T he weighting of foreign-currency denominated bondsin household
portfolios is still low, leaving substantial room for future expansion.

Sales of foreign currency denominated Foreign-denominated financial assets of households
bonds and number of accounts _ _
(billimsd ym) (ACCOUﬂtS) " f C—Throughinvestment funds (Estimated)
800 260,%0 (T” ;).lr)ls 0 === Foreign portfolioinvestments
y
229’ 4T6 o5 == Foreigncurrency deposts 250
—0— Percentage of foreign cenominations inhousehdds
600 | 220 (X)O financid assets
’ 2.0%
400 {1 180,000 1.5%
1.0%
200 1 140,000
0.5%
0 100,000 0.0%
1IH/01 2H/01 1H/02 2H/02 1H/03 89 91 93 95 o 99 01 2Q02 4Q@

(€Y
9

Source: Bankof Japan, Flow o FundsAccount Daiwalnstituie of Resarch,

| Sales —— Number of accounts |
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Retail SecuritiesBusiness; TOP LINE Strategy
Differentiation Factor (1) -Productsand Services (I1)- ===

Equity investment funds with monthly distribution: _
_ _ o Sales of Equity | nvestment Trusts
Currency and regional diversification
- . - (billions of yen)
Currency Diversification 200
Domesti c investment funds Foreign invesiment funds
. (L ocal-currency
(Yen-denominated) denominated)
ABQ e ot e e UV N
USD USD High-Rating Band Open '(I”éeTr;‘a“O”aJ Bond Trust
Euro Bond Fund
EUR MyEuro with month|y distribution 100 b e e e e e e e e e e DI PRUUIDVENY R PO
. . Australian Bond Fund
AUD AUD High-Rating Band Gpen with monthly distribution
CAD CAD High-Rating Bond Open Canadian Bond Fund 50 b
with monthly distribution
Regional Diversification
U.S. Preferred Securities Fund 0
U.S. . T
(with monthly distribution) 1Q/02 2Q/02 30/02 4Q/02 1Q/03 2Q/03
Euro and North and East Daiwa European Bond Fund O Funds withmonthly dstribution
European Currencies (with monthly distribution) @ Other (Stock /balance, etc.) equity funds
. Daiwa Oceania Bond Fund
Australia/New Zealand (with monthly distribution) Stodk -Related Services
Emerging Countries Emerging Bond _Fuhd : oVVWAP-G Trades
(with monthly distribution) ; . .
e®Spedal-Agreement Stock Lending Transactions
Global Daiwa Global Bond Fund i
(North America, Europe Oceania) ®Pair Trades

10
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Retail SecuritiesBusiness. TOP LINE Strategy

Differentiation Factor (1) -Productsand Services (I11)-

Online (internet) service: Creation of atop quality information and transaction

companies

platform distinct from other full-service securities

Expansion of Online (Internet) Services

-

®\\ider scope of information

- Website renewal (extended scope of market
information, etc.)

- Active usage dof group-internal contents
(Internet TV, etc.)

® Expanded contents

- Accessto electronic prospectus

- Provide automatic share price updates
- Mail service

® Expanded range of securities offered

- Funds with monthly distribution,
&3$ denominated MMF

Daiwa Internet TV www.daiwa.co.jp/bb

Japan’s primesitefor streaming of bus ness information, owned and operated by the
Daiwa Securities Group- Over 3 yearsin operation with over 10,000 viewers daily

(thousands) . .
Number of Viewers of Daiwalnterne TV

400

Doubled number of viewer sin 6 monthg—]

300 |

/ﬁ /f -
200 //::/ g
100 |

Apr. May Jun. Jul. Aug. Sep. Oct.

Overwhelming differencein visual contents

*Five daily-updated market information programs
(New York, morning, dose of morning session, dose of afternoon session,
investment strategy)
» 15 analyst reports from DIR, with coverage expanding by
5isaues monthly
» 63 analyst-reports across 9 sectors from NY-based anal ysts
coverage expanding by nearly 1 issue each week
*Program of TV broadcast quality (usage of SKY PefectTV!
distribution program) 11
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Retail SecuritiesBusiness. TOP LINE Strategy

Differentiation Factor (2) -Channd Strat
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online courses

“Two Course” strategy: Full usage of infrastructure in both face-to-face and

“Two Courses”

Full-Line/Multi-Channel

Differentiation from
On-Line Brokers

Daiwa Consulting Course

Daiwa Direct Course

\ | nternet (transactions, information gathering, etc.)

\

E

Call Center (requests for documentation, enquiries,
product explanation)

E I

Outlets (seminars, procedures, product explanation)

|

SuoIPun4 uowwo)d

[——

Products (product line-up)

\

| nvestment advice
provided by sales staff

| Discount on stock transactions f

against broker commisson
(Call center 70, internet 50)

Accounts and Assets under Custod

of

Online and Daiwa Direct Accounts

(Accounts) (billions of yen)
800,000 3,000
700,000 [ / _
— [ [ 1 2,500
I |
600,000 [ B B Bk o e R ) / A I
_ | |
T R B | / ,,,,,,,,,,,,,,,,,, 2'0m
500000 [ [~
400000 F A LEL-F A AL A THA H 1 500
300000 F Lt A U A T .
] B 1 1,000
200,000 [
TP [T 500
100,000 [ %
0
10/02_11 12 103 2 3 4 5 6 7 8 9

= Number of Direct accounts
— Direct assets under custody

=1 Number of online accounts
-=— Onlineassetsunder cug ody

As of September-end, the number of ‘Dawa Direct’
accounts was around 270,000 with approximately
JPY 540 billionin assets under custody.

12
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Retall SecuritiesBusiness: TOP LINE Strategy
Differentiation Factor (2) -Channel Strat 1) - —

Differentiation from online brokers through *Daiwa Direct’ Course

e|nfrastructure of full-service securities company (common infrastructure with ‘Daiwa Conaulting’ course)

e Support system built on the industry’slargest call center

e Usage of national network of 120 outlets nationwide (as of 12/5/2003)

®Active participation in IPOs supported by one of Japan’s premier investment banks (Da wa Securities SMBC)

|dentical product line-up for ‘Daiwa Direct’ and ‘Daiwa Consulting’

Bond and stock investment trusts purchased Asset weightings by product of ‘Daiwa Direct”
via ‘Daiwa Direct’ Bonds Cash
(millionsofyen) 16% 0.8%
800
700 . Bondin\/estmmt
600 e o e e e e et e s e e e e e ey trusts
500 bt ooeieeri e | 23.0%
400 b o r srer s e s s P rrr s P P P PP PrE PP PP P P PEr Pr e PP e P
300 b= e e e s - ety 7 7 F PP P r s r e e rrr e e b e [ g(x:k
00 b e o 'nvestment Steck /CBIW
100 1 -3~ . P N [ 19%
0

3/03 4 5 6 7 8 9
O Bond purchases O Stock investment fund purchases (As of September 30, 2003) 13
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Retail SecuritiesBusiness; TOP LINE Strategy
Differentiation Factor (3) -Consulting (1)- ——

Preparation for deregulation of investment management services

e Daiwa Securities will be able to provide “wrap account” following the deregulation of the investment
advisory businesslaw in April next year. A department has been established toreview its application
and implementation.

e Specialist will be gathered from all sections across the Group (systems, sales, marketing, asset
management) to consolidate in-house expertise.

Development of not-for-profit organization client basein cooperation with DIR

Religious cor porations
Schools
Medical cor porations Unaccom panied visit

Not-For-Profit Corporations

Accompanied visit
Local public bodies

Public entities

- Information gathering, probing for needs

Advice other than for fund management:
® Consulting for tax and accounting <
® Seminars

Daiwa Securities

Determination of topic for approa
Maintenance of arange of sdutions

® Credit rating advisory, etc.

14



KHIERYIN—F  ofofe. ROIFyF-KE.

Retail SecuritiesBusiness: BOTTOM LINE Strategy
Differentiation Factor (1) -Consulting (11)- =

Establish a sound customer base and increase productivity by targeting high net
worth individuals and influential corporations

Commencement of full-scale initiative in October 2002. Strategy renewed for 2H.

e®Review of targets

e®Review of step-up process
eObligatory participation of branch heads and head office staff in customer visits, etc.

Assets under custody by 5-attribute customers

(millionsof yen) newly developed over a 6-month period S-attribute customers:
*High-bracket taxpayers
40,000 *Medical doctors
*Dentists
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA ......| +Ownersof budgnesses
30,000 *High income empl oyees
20’000 ;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;
10’000 ;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;
0 : '

1H/02 2H/02 1H/03 15
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Retail SecuritiesBusinesss BOTTOM LINE Strategy

Differentiation Factor (2) -Business Systemsand Support Systems(l)- S—
Nationwide deployment of Implementation snce July 2002
. 13 areas: Tokyo metropolitan area/T okyo region 10 areas
satellite branches Osaka Region 2 areas
Nagoya Regon 1 area (since February 2003)

Examples of spedficresults

(2)Customer-targeting based on in-depth knowledge of characteristics of |ocation. Execution of relevant action plans
leading to enhanced revenue.

*|kebukuro area: Seminars targeted at customers aged 65 and higher with assetsunder custody of JPY 10 mil or higher.
Transactions consummated with approximately 15% of seminar participants

(2)Efficient customer devel opment redized by large scale events focused on individual areas
*Chiba area: Large-scaleseminar resulted in 8.5% of participants becoming new customers

(3)Share of the Tokyo metropolitan area/Tokyo regon in aggregate tota revenue of all outletsincreased from 40% to 42%
within one year

Verification of results
Nationwide expansion Further results expected

Since October 2003: .. .
eEfficient allocation of management resources
14 groups: Eastern Japan 4 groups . . .
Jroap o P eEfficient marketing
Centrd Japan 3 groups ) )
o eFormulation of local area based strategies
Kinki/Shikoku 3 groups _ . It i
o -
Chugoku/Kyushu 4 groups Creation o_ ong t_erm customer rg ations .| psS
e Strengthening of internal marketing functions

16
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Retail SecuritiesBusinesss BOTTOM LINE Strategy
Differentiation Factor (2) -Business Systemsand Support Systems (I1)-

Cored Tt g

New sales organization

Branch Office Call Center

High net worth individuals
(includinginfluential corporations)

e Senior Consulting Section (provisiona name)

Specialization-type business

Career track empl oyees + associates |

Middle
Asset-Management-type
® Business Section (provisiond name) business
Career track employees + loca career track
employees
General investors
Pull-type

® Service Section (provisionad name) eDesignated Head Office

Service group + OTC group ions /rel &t ion TSR :
sections/relgted sections busi ness

- Mark eting business promotion
= Perpetual growth system creation
- Everyday-business support/back up

17
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Wholesale Securities Business
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1. Postioning: Core operation -Growth driver -

High ear nings power based on effective usage of management resources

2. Strategy:

Expansion of customer base by combining investment banking expertise
with cooperation of Group companies/alliance with SMBC

TOPLINE EXPANSION = BOTTOM LINE EXPANSION

Growth Driver Qu:g;ietgtsi,ve Productivity
Seittiﬁgléitridpanies Relation with Bank O /\
gg%;ﬁge securities Capability /\ O
gfi)‘ﬁisec“”“% Relation + Capability O O

18
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W holesale Securities Business:

Measures Towar ds Strengt heni ng Cooeeration with SMBC

® Basic Framework
sEstablishment of a ‘ Steering Committee’
*Daiwa Securities Group Inc. and Sumitomo Mitsui Financial Group (7/03)
sEstablishment of a ‘Top Meeting' (Quarterly since 1999)
*Daiwa Securities SMBC and SMBC
Introduction of a permanent employment transfer program  *Effective since 10/02

® Programs and Policies Towards Strengthening of M utual Collaboration
sEstablishment of ‘Sumitomo Mitsui Desk,’ ‘Daiwa Securities SMBC Desk’
* Effective since 2/00

I nauguration of ‘Bond Business Promotion Project Team’  *Effective since 11/02
*Transfer of employees from Daiwa Securities Group to SMBC *Effective since 7/03
*Training/personnel exchange

(1) Training of SMBC employees by instructors from Daiwa Securities SMBC
(2)Participation by SMBC employeesin internal training of Daiwa Securities SMBC

19
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Wholesale Securities Business:
| ncr ease Collabor ation with SMBC

Cored Tt g

e Revenue expansion through collaboration

(asrecognized by Daiwa Securities Group)

Approximately 3-fold expansion over the 3 years from 1999 to 2002

eExpanded track record of collaboration in investment banking

e | ncreased lead managed issues and share in underwriting of straight bonds
Share of lead managed issues FY 99: 18.2% to FY 02: 22.7%

e |ncreased sharein primary and secondary equity offerings
Share of lead managed issues FY 99: 6.9% to FY 02: 16.4%

e 30% increase in the number of | PO-related mandates in thelast three years
e | PO of companies whose advisory work commenced at the initial stages of the alliance

e Obtained mandatesin “symbolic’ M& A deals

*Served as advisor to Kanebo, Ltd. in consolidation of cosmeticsoperations of
Kanebo and Kao Corp.

eExpanded track record of collaboration in derivatives and
brokerage

20
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Wholesale Securities Business:
Capability (1) -Research & Advisory Dept.- —

. *Department Head
Research & Advisory Department Sh%nichi Uchik oshi

*Established 7/02

| Transferred from position as

Head of DIR Cor porate
Management Strategy Dept.
Finance Strategy Team Business Strategy Team

«Comprising 4 financial strategists e Comprising 10 consultants mainly

Including 2 accountants analysts from DIR
*Engage in corporate financial o Sector-specific staff

accounting and valuation e Solution based on experience and

capabilities

Track record

® Public share offering for capital raising of Kajima Corporation (JPY 33 billion)

e |Initial public offerings for NEC Electronics (JPY 155 billion) and NEC System
Technologies (JPY28 hillion), etc.

21
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W holesale Securities Business:

Capability (2) -Enhance Bond Trading-

Revision of Organization Structure in 10/03

1.

Cored Tt g

Consolidation of Fixed Income Dept. and Derivatives &
Structured Financial Products Dept.

Structure that is capable of providing focused and flexible responsesto
customer needs, while improving product development functionsand
expanding order flow.

Establishment of Bond Resear ch Dept.

Consolidation of bond research and investment strategy divisionswithin
the Fixed Income Dept. to define the active useof research function across
the entire bond operationsincluding sales

Establishment of Bond Promotion Dept.
Expansion of customer base and order flow by establishing an independent
and reinforced Dept. that promotes collaboration with SMBC.

22
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Wholesale Securities Business:
Daiwa Securities SMBC Divisional Assessment System o

Adoption of divisional bonus assessment system since FY 2000

e Since 4/00 |mplementation of divisional assessment system

e 12/00 bonus First bonus payment based on the new system

e 12/01 bonus | mplementation of divisional assessment by management
Establishment of “ Special award” by top management

e 6/03 bonus Establishment of “ Divisional award” by division heads

Table of Bonus Structure (6/03 bonus)

Based on consolidated
perfor mance
50%

Based on performance
of Dalwa Securities
SMBC
35%

Based on divisional
performance
(reallocation of 15%)

*To beincreased to 25%

23
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W holesale Securities Business:

Cor porate Recovery Business -Princi gal Finance-

Cored Tt g

Expansion of corporate recovery busness

| ntr oduction of external funds

Build-up of private-equity investment portfolio
Actively competing for “symbolic” mandates

| nvestments in revitalization funds

Daystar Fund:
Fund organized jointly by Mitsui Sumitomo Insurance Co., Ltd and

SMBC(JPY 10 billion in total)

Hokkaido Corporate Recovery Fund:

Establishment of fund-operating company Hokkaido Motherland Capital
Co., Ltd. with subsequent organization of fund.

JPY 10 billion target for total invested assets (JPY 5 billion at present)

SMFG Corporate Recovery Servicer Co., Ltd.:
Jointly established with Sumitomo Mitsui Financial Group, Goldman

Sachs Group, and Development Bank of Japan.
24
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1.

2.

Asset Management Business: Outline .

Positioning
* Securing of stable income by increasing investment trusts under

management.
* Expansion of product line-up by adding new products designed to

meet individual customers asset management needs

Strategy
e Strengthening of Group collaboration

* Aset management perfor mance and product development
capabilities that accommodate customer needs

* Establishment of quality management system that investors can trust

25
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Basc Strategy of Asset Management Business

(Daiwa Asset M anagement) m—

1.1 mprovement of performance ¢0Fosteri.ng of fund manager professionadism .
Adoption of new assessment and compensation system
2. S[rengthening of product strategy » Adoption of specialist system for all 48fund managers (as of 3/03)
dfective from 4/03 and introduction of annud compensation system
3. Execution of quality management and (effectivefrom 4/04)
tabilit O Establishment of organizational management system
accountaorlity Introduction of new team system to ‘Musashi’ (Active Japan Fund)
. Increasein number of credit analystsfrom 3 as o 3/03 to 5asof 9/03
4. Strengthening of support systems for sales 4
com panies A Research into new areas of investment fund devd opment
. . .. ® Stodk /Foreign Bond Fund 2003- II (initial subscription
5. Promotion of business efﬂC'enCy amount: JPY22.4 hillion)*In responseto rdaxation o regulations regarding

J-REIT, balanceiinvestment has been arranged covering Jgpanese stocks, J-
REIT, and foreign bonds

Net Asset of ForeignBond Funds withM athly Distribution Y GI Obal Bond FU nd (With monthly distributi on)

(billions of yen)

200
0 Daiva Ocearia Bord Fund O®Alternativelreal estaterdated fundstobe considered
Daiva EuropeanBond Fud
0 Hoh Grack Occaria Bord Open | ®Cartification regarding establishment of internal control systems
6 Daiwa High-Rating CAD Band Open
150 = = | @ Daiva HighRatig AUD Band Open
Daiva HighRating Euro Bord Open . .
@ Hgh Grade USD Band Fud —bl ®Enhancing sales support for main saes channds.
0 Daiva High Ratirg USD Bord Open
S . z__ L 1. Progress madein rationdiztion

Rationalization being implemented centered on personnd expenses and
unnecessary expenses (O perating expenses exd uding fees and

—> commisg ons payabl e have been cut by 15.5% yoy during 1H )
2. Review of budness areas
Withdrawal fromdirect sales to individual customers
Advanceintonew busnesses
(Commencement of advisory busnessfor investment in managed
synthetic CDOS)

26



FRIERYN—F | oFoFs. ZOIFeF-FE.

Daiwa Securities Group -Now or never - .
Daiwa SecuritiesSMBC
Corporations Research & Advisory
Dept, etc.
Governments
DIR Lead Timdy, profess onal proposals Brand Value As Measured by CB Valuator
manager '

v c/ (rlloliotér;sof yen)
Daiwa Securities SMBC  [cooperatjon with SMBC

Daiwa Securities Co. |

RN

150,000

Provision of professional

research and consulting Sales 100,000
N —
Individual investors
| nstitutional investors Page  Frm o P Reo P
o o o o e (*Preliminary value for FY 2002)
edium sized and Non-financial corporations '
*CB Valuator:
. L. . . CB valuation modd devel oped in 2001
Palwa Securities GI’.OUp, _VVthh m_Cl udes an jointly by Professor Ito of Hitotsubashi
investment bank allied with a major city bank, University, Graduate School, and the

. . _ N b o
aretail securities company, and a think tank, ‘hon eza shimoun

Is empowered to put its capabilitiesto full use.

27
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< Contact >
Daiwa Securities Group Inc.
| nvestor Relations

TEL +81-3-3243-3841

FAX +81-3-3242-0955

E-mail: ir-section@dsgi.daiwa.co.| p
URL: http://www.ir.daiwa.co.j p/



