Building a Sustainable Society

What we can do

What will the world be like when

these 35 babies become adults?

The precious faces of these infants—

all children of Daiwa Securities Group
executives and employees—express our
hopes for the future. At the Daiwa Securities
Group, we are determined to take
responsibility as individuals and to do our
part as a company to create a sustainable
society living in happiness and in harmony
with an unspoiled Earth.
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Daiwa Securities Group CSR Report 2010 Overview

Editorial Policy

The Daiwa Securities Group has been publishing this report ngh“ght
annually since 2002 with the aim of clearly disclosing our CSR Edition
activities, which are intended to support the creation of a
sustainable society. We also use this opportunity to evaluate
the company’s current status and the challenges it is facing.

For the printed Highlight Edition of the 2010 report, we
have narrowed down the content to focus on areas we
particularly wish to communicate to as many stakeholders as
possible about our ideas and initiatives in an
easy-to-understand format.

The Full Edition of the report, which includes CSR
initiatives, challenges and goals broken down by stakeholder
group, will be available on the Web from September 2010.

Both the highlight and full editions of the report have
been produced in line with international guidelines regarding
sustainability reports (Global Reporting Initiative; GRI*).

» Communication Tool

e Easy-to-read format
e Focused on key issues ‘l

- . €% Roport
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*GRI (Global Reporting Initiative): An organization dedicated to proposing
and promoting common international guidelines for sustainability reports.

Scope of Report

Intended Readership
This report is intended for Daiwa Securities Group’s

Highlight Edition
(Booklet)

stakeholders, which primarily include customers, Maj,or CSR issues,
shareholders and investors, executives and employees, as main message to
well as business partners, government agencies, non-profits stakeholders, etc.
(NPOs, NGOs), local communities where Daiwa Securities
has offices, educational institutions, and the families of
executives and employees.
Scope of Reporting Full Edition (Web)
This report basically covers the principal companies of the
Daiwa Securities Group (see page 26). The report does not, Detailed information on various activities
however, include all data from the Group’s principal in areas such as management, society,
companies on items reported; the information is selected 0
b . o and the environment
ased on the respective companies’ size and type of
business. Each set of numerical data specifies the scope
of coverage.

Period Covered by Report =

Fiscal 2009 (April 1, 2009 to March 31, 2010). The report °

also includes information on events and activities carried out :

prior to fiscal 2008, as well as those scheduled to take place Please see the Daiwa Securities Group

during fiscal 2070. website for the Full Edition of the 2010 CSR Report.
Date of Publication

August 2010 (The previous report was published in August Full Information Disclosure,

2009; the next report is planned for August 2011). Edition > Explanatory Tool

e Breakdown of CSR —— =
Inquiries: initiatives, challenges, e
and goals for each gy
Daiwa Securities Group Inc. stakeholder group = =_ 7
CSR Promotion Department  Report Based on GRI "“ - ;:——- E

Tel: +81-3-5555-1111 (main) Guidelines
E-mail: daiwacsr@dsgi.daiwa.co.jp
Website: http://www.daiwa-grp.jp/english/csr/index.html
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Message from the President and CEO

President and CEO Shigeharu Suzuki discusses the Daiwa Securities Group’s mission and

key CSR issues and its responsibilities to society

Corporate sustainability depends
on contributions to society

The financial crisis taught us that companies can no
longer function solely to maximize profit. The process
of how profit is made is becoming increasingly
important. It is true that a company can not survive
without profit, but profit in itself should not be the
be-all, end-all. People need air and water to live, but
there is much more to life than that.

Every company has an obligation to contribute to
society through its business, and only those that do so
will remain viable.

Adding a social perspective to investment

The Daiwa Securities Group has been in business for
more than a century because our business has always
had social significance. More recently, we have
introduced products, such as Vaccine Bonds and
Microfinance Bonds, which have direct social benefits.
Offering these products makes us proud to know we
are working for society’s betterment.

For our customers, these vehicles offer the same
satisfaction as donating to worthy causes. But they are
investments, not charity, so customers receive financial

Our pursuit of
quality will ensure
continued success




returns as well as social returns. Many people in Japan
would like to do their part to make the world a

better place, so these products fit in perfectly with
that mindset.

In April 2010, we will arrange and place a water
bond to fund water infrastructure and water quality
projects in the Asia-Pacific region.

Known as “Impact Investing,” products like the
ones | just described offer financial returns to investors
while having a direct impact on social issues such as
poverty and environmental protection. We plan to
increase our commitment in this area and continue
working toward the sustainable development
of society.

Fostering sound financial and capital markets
through educational and media initiatives

As a financial institution, one of our most important
roles is to pass on sound financial and capital markets
to future generations. In Japanese schools, there are
few classes that teach students basic economics; as a
result, there is also a shortage of teachers prepared to
teach such classes. Children are our future, so to get
them interested in learning about the economy,

we need teachers who can make those subjects
engaging. With that in mind, we offer materials for
high school teachers' that make it easier for them to
teach about the economy. In my mind, pragmatic
efforts such as these will help us foster healthy
financial and capital markets.

In Japan, more and more people are realizing that
they should not only save for the future, but invest as
well. We understand the need to convey the benefits
of investing to people aged 50 and older, as they hold
around 80% of the individual financial assets in Japan.
To that end, we provide information through a variety
of media, including our television channel, Daiwa
Securities Information TV.?

Improving executive and employee motivation

Since 2007, we have been encouraging our executives
and employees to leave the office before 7:00 p.m.,
and | am glad to report that they have taken that to
heart. Efficiency has improved dramatically as a result

as people learned to manage their time effectively. We

1 See page 15.
2 Japan’s only TV channel devoted exclusively to investing.

have also begun pushing for
people to take all of their
paid vacation days. Even if
we introduce good schemes
for improving working
conditions, if executives and
employees do not use them,
the schemes might as well
not exist, so it was important
to adopt easy-to-use
schemes. We started with
our executives, branch
managers, and department heads, because if they take
time off, that makes it easier for everyone else to
follow suit. In a recent employee survey, around 80%
of respondents considered Daiwa’s working conditions
“appropriate.”

In April 2009, we promoted four female
employees to our executive team from within our
ranks. Our efforts to create a workplace with limited
gender barriers over the past few years helped lead to
this moment, | think. Satisfied workers are more loyal
and motivated, so we will remain focused on
maintaining a rewarding work environment.

Quality, not size, to make difference over
next 10-20 years

In January 2010, the Daiwa Securities Group became
the first Japanese securities firm to join the UN Global
Compact.’ The Compact’s Ten Principles are fully
consistent with our own mission, and we have been
operating in the spirit of those principles. As a global
company, we signed on in order to strengthen our
practices and help spread awareness of the principles.
Although we are a global company, over the next
10-20 years we intend to put quality ahead of size.
We would like Daiwa to be known as a top-notch
company with high-quality products and services
and one whose executives and employees take great
pride in their work. This, | think, is the key to the
Daiwa Securities Group’s sustainable success and

PR

Shigeharu Suzuki

President and CEO,
Daiwa Securities Group Inc.

3 The UN Global Compact was established in 2000 under the UN Secretariat after an initiative launched in 1999 by
former Secretary General Kofi Annan. The membership consists of global corporate leaders who are expected to align

their business practices with ten principles in the fields of human rights, labor, environment, and anti-corruption in their
business activities, in partnership with UN agencies, labor, and civil society.
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reduce the number of those in poverty, said to be
around 4 billion.

Abed: | believe it’s especially meaningful that you are
helping to address social problems such as poverty
through your mainstream business. | hope that your
project helps to raise awareness of microfinance
among Japanese people.

Suzuki: Our firm is committed to the sustainable
development of society and the economy through our
participation in the capital and financial markets. We
are glad to be serving as a bridge between microfi-
nance institutions and Japanese investors. Awareness
of microfinance in Japan is still low, so we hope to
keep our investors informed of such initiatives through
programs such as the Daiwa Microfinance Forum 2009.

The social significance of
Microfinance Bonds

Abed: In my opinion, it’s important to measure the
performance of microfinance programs like ours by
how much people’s lives have improved, and not just
by how many cases we’ve handled or the amounts
loaned out.

With the launch of our US$75 million microfinance
fund in January 2009 in Tanzania, Uganda, and
southern Sudan, we have brought microfinance to
regions that previously had no access to such services.

Meanwhile, BRAC Bank, our commercial banking
operations in Bangladesh provide unsecured loans of
$15,000-20,000 to SMEs*. Such loans have given rise to
a number of entrepreneurs,
resulting in job creation,
and consequently boosting
the country’s economy. We
think it is a wise choice to
support such entrepreneurs,
who are helping to create
new employment, while
large corporations are
cutting staff.

Suzuki: In that respect, |
am proud of the important
social role our Microfinance
Bond project has played in
such efforts. We consider
the bonds to be attractive
financial products, as they
offer a financial return on

Dr. Fazle Hasan Abed

Born in Bangladesh in 1936. Educated at the
University of Dhaka and University of
Glasgow. Served as finance director for Shell
Oil in Chittagong and made efforts to bring
an early end to Bangladesh’s war with
Pakistan while based in London. Following
his native country’s independence, Mr. Abed
established BRAC in northern Bangladesh in
1973, hoping to address the deep poverty
afflicting the country. Over the last three
decades, BRAC has worked to eradicate
poverty throughout Asia and Africa. L1

investment as well as a social return. On the sales front,
these bonds offer our staff an opportunity to explain to
clients the social significance of these products and the
rationale behind microfinance. It is an honor for our
sales staff to be part of these meaningful efforts.

Helping to address social problems
through our mainstream business

Suzuki: The Daiwa Securities Group has been in
existence for over 100 years. Companies remain in
existence only because society at large believes they are
contributing positively in some way. It’s important to
pursue profit while keeping in mind the public interest,
and not get carried away with just making money.

Abed: | completely agree. To see what happens when
profit is placed above all other motives, one has only to
take a look at the recent financial crisis that has swept
over the developed countries, starting in America. |
think we should learn from this example and reflect on
ways we humans can realize a sustainable existence on
this planet.

Suzuki: Indeed. | believe a company is a public entity
and part of the broader social infrastructure. A
company’s business model is unsustainable if it fails to
keep in mind the interests of the greater society. In the
past, we’ve underwritten financial products, like our
Vaccine Bonds, that help address social problems.
These products allow us to do our part to help society
through our main line of work and enable investors to
participate in such efforts through their investments.
At Daiwa, we are looking to pave the way for a new
era in which products we actively promote allow
financial institutions like ours to fulfill our role in the
public sphere.

*SME: Small and medium-sized enterprises
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Key Issue
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Ritsumeikan Senior High School students participate in Student Company Program
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Developing Sound Financial
and Capital Markets for
the Next Generation

Financial and capital markets are indispensable parts of the social infrastructure. At the
Daiwa Securities Group, we consider the ongoing development of fair and transparent
markets to be the core social mission of financial institutions.

To foster a strong sense of professional ethics, we require that executives and
employees comply fully with laws and internal regulations, and have set a goal of all
Daiwa Securities employees gaining specialist financial planner qualifications by the end
of FY2010. We run Daiwa Securities Information TV,* Japan’s only channel dedicated to
financial markets and the economy. With the goal of providing high-quality information
on financial and capital markets to a wide audience, it broadcasts not only analyst
research, but also a wide variety of business and economic news pertinent to daily life.

At the Daiwa Securities Group, we recognize that improving the level of financial
literacy, especially among young people, is crucial in order to develop sound financial
markets. Toward this end, we continue to participate in corporate training programs,
build academic-industrial alliances, and work in cooperation with Junior Achievement
(JA), the world’s largest non-profit organization promoting economic educational
activities for youth.

* Daiwa Securities Information TV offers economic and financial programs centered on market news. It airs on Sky PerfecTV channel 766 and some cable TV channels
from 7 a.m. to 2 a.m. For more information (in Japanese only), please see http://daiwa766.jp/.

Economic and Financial Education Initiatives

Activity Description Started Participants
JA's student management program

*
S S DS T (A 210 (57 Gives high school students hands-on experience simulating corporate management Sep. 2003 Ut
’ " JA's student personal finance planning workshop

IR ATIE L L Lets students practice creating budgets and study how society and the economy works Jun. 2005 18,721
Sponsorship of JA's mainstay Global Leadership Forum  Offers multi-faceted lectures, panel discussions, and case studies on recent

) . n . 2003-2007 2,159
for elementary, middle, and high school teachers developments in the global economy
Support for founding and operation of Japan Council Economic education for teachers Jan. 2009 -
for Economic Education (JCEE) Text: Life is a Series of Choices .
Daiwa-JFS Sustainability College DI (D T B Gt 3EiTes Oct. 2006 1,182

Promotes awareness and practical action in the next generation

*Programs of Junior Achievement, the world’s largest non-profit organization promoting economic educational activities for youth

Please visit our website for more details. http://www.daiwa-grp.jp/english/csr/report2010/kadai2
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Raising the Next Generation with
Economic and Financial Education

To learn about the economy is to understand how society works and how
to participate in it. It teaches people they can change society through the

responsible use of their own money, encouraging them to build rich lives
and communities with the right financial decisions. Such a mindset can
also help foster sound financial and capital markets.

Teaching students that they can change
the world by making solid choices

“Economic education is not about how to make
money. It’s about teaching students they can
transform society by making careful decisions about
how to use their money as they shift it from savings to
investments. Imparting this lesson is the goal of our
economic and financial education efforts.” So says
Toru Iwai, Deputy General Manager, CSR Promotion
Department. “Educating as many young people as
possible about Socially Responsible Investments (SRIS)
can help lead to the development of sound financial
and capital markets.”

The Daiwa Securities Group has worked with the
economic education organization Junior Achievement
(JA) Japan on a variety of projects. “However,” says
Iwai, “this experience has made us more aware of the
need for teachers also to become more deeply
involved in economic education so that more students
can be reached.”

To encourage teachers to get more involved in
economic education initiatives, JA joined hands with
the US Council on Economic Education (CEE) to found
the Japan Council on Economic Education (JCEE). The
Daiwa Securities Group is the main sponsor of the
JCEE and cooperates with seven other leading firms in
supporting its activities. The JCEE has created a text
entitled Life is a Series of Choices, which were based
on original CEE texts and prepared specifically for a
Japanese audience. Daiwa is working with high school
teachers and corporate volunteers on planning and
editing the materials in order to make an interactive
approach to the lessons.

Encouraging students
to tackle problems
and find their

own solutions by
taking action

The JCEE’s real life-oriented
economy and finance text,
Life is a Series of Choices

The objective of Life is a Series of Choices is to deepen
students’ understanding of society and the economy
through interactive, hands-on lessons emphasizing
intellectual challenges and the free exchange of ideas.
Iwai explains that ““so far, many schools have been
using translated US high school economics texts, but
this one will be different, because it really reflects the
situation in Japan.

Creating the materials involved mock lessons and
feedback from teachers and students. The project
entailed heavy revision work lasting more than one
year, and the finished text will be distributed free of
charge from June 2010 to any teacher in the country
expressing interest. There will also be supplementary
courses for teachers on how to use it.

The head of the editorial board, Hideho Motosugi,
a teacher at Waseda University Senior High School,
says, “Life is a Series of Choices is not supposed to be
an ordinary textbook. Rather than deal with issues that
have already been solved, it encourages students to
tackle problems and find their own solutions, because
in real life there are no scripted answers.”

Enriching lives by creating solid choices

Lessons begin with teachers posing questions.
Students think of possible solutions, choose from
among these options, and then test their theories in
class-wide discussion. Students also consider the
benefits, as well as opportunity costs, of the options



Hideho Motosugi, teacher
at Waseda University
Senior High School

they decided against through role playing. “Life is a
series of decisions. What will be the implications of
your choices for society and for you? We would like
students to see that learning how to make choices can
help them lead richer lives,” says Motosugi.
“Education today focuses on cramming students’
heads with facts. What we’re trying to teach them is
how to think, so that they can come up with inspired
ideas on their own. Expanding their perspective and
taking on new challenges will help them grow as
citizens, which will in turn enrich society.”

Economic education that produces
responsible citizens

“The economy is intricately linked with everyday life.
Before students graduate, we would like them to
know that they can help chart the course of society
and that their choices can change the world,” says
Iwai. “We are not teaching students to put profit
above all else. Rather, we are trying to show them how
the pursuit of profit impacts society. Our aim is for
students to see that economic activity and investments
should always take this into consideration. We also
hope that these lessons will help them grow into
responsible citizens who can act on their own accord
and who understand how their actions affect their
surroundings. These are the two main goals of Daiwa’s
economic and financial education initiatives.”

Text expresses the hopes of all those
concerned about a brighter future
for children

“I'm very happy to be involved in this project,” says
Mr. Motosugi. “The JCEE is an organization that brings
together people who are thinking about the future of
Japanese society and our children. Daiwa’s cooperation
is invaluable given its position in the real business
world. Its support is tremendously encouraging, and |
am grateful.”

From planning to execution, the JCEE has solicited
the direct participation of businesses and educators at

Key issue Developing Sound Financial and Capital Markets

for the Next Generation

all stages of the process. With each participant
bringing unique strengths to the table, the project has
the potential for enormous success. This is because
stakeholders in the project’s outcome are working
closely together, aiming to build a brighter future by
enhancing students’ critical thinking skills through
economic education.

Mr. Motosugi adds: “We hope to touch the lives
of as many students as we can by spreading the
materials to every corner of the country. Building
awareness of the text first is critical, so getting the
word out to a large audience is our most
pressing issue.”

Even though the text is finally complete, the rest
of the work has only just begun. The Daiwa Securities
Group will continue to actively lend its support.

Toru Iwai, Deputy General Manager, CSR Promotion Department,
Daiwa Securities Group Inc. (second from left)

A Word from a Stakeholder

Looking forward to Daiwa’s
continued contributions

as a partner in economic
education

Takeo Shiina

Chairman of the Board,

Junior Achievement Japan and

Japan Council on Economic Education

From the start, the Daiwa Securities Group has taken an
active role in our activities. In addition to financial support,
President Suzuki and the management team have actively
dispatched employees to schools and program sites. Thanks
in part to these initiatives, we have received many grateful
comments from students who say they now feel they have
the skills with which to plot out their lives.

On behalf of the JA and the JCEE, which focus on
furthering economic education for students and teachers,
respectively, | look forward to the continued support of the
Daiwa Securities Group, a key partner in promoting
economic education.

To inquire about Life is a Series of Choices, please contact JCEE
through Junior Achievement Japan. Tel: +81-3-5414-1175.
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