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To Our Stakeholders

On behalf of the Daiwa Securities Group, we wish to offer our sincere condolences to 
those who were affected by the East Japan Earthquake on March 11, 2011. We pledge 
to contribute in whatever way we can to help those affected to recover and rebuild. 
On March 18, just one week after the disaster, Daiwa Institute of Research Ltd. proposed 
a “Reconstruction Fund” and a “Reconstruction Solidarity Tax,” designed to fund 
recovery efforts in the affected regions. Vast sums of capital will be required to rebuild 
the region affected by the earthquake. The Daiwa Securities Group is developing 
financial products that support rebuilding efforts, and is seeking other ways to leverage 
the capital markets to help locate the funds to finance the reconstruction.
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Adverse Earnings Conditions in FY2010
____

A host of adverse factors affected business conditions both in Japan and abroad during FY2010, from a 

widening fiscal crisis in Europe to the sudden appreciation of the yen. As the fiscal year drew to a close, 

conditions deteriorated even further, with a wave of social unrest in the Middle East, rising inflation in 

emerging economies, and the East Japan Earthquake. The Daiwa Securities Group’s Retail and Asset 

Management businesses managed to overcome the difficult market conditions, thanks to steady business 

operations, and recorded ordinary income growth for the period. However, earnings in each Division of the 

Wholesale and Investment businesses as deteriorated, with the East Japan Earthquake triggering severe 

trading losses and valuation losses on private equity and other investments, resulting in ordinary loss for 

the fiscal year.  Consolidated net operating revenues contracted by 30.5% year on year, to ¥318.5 billion, 

and the Group posted a consolidated net loss of ¥37.3 billion.

Although the largest direct cause of FY2010’s unsatisfying results was an extraordinary event – the 

East Japan Earthquake – management nevertheless faces an urgent challenge in trying to rebuild the 

earnings structure quickly, despite the difficult business conditions that still persist.

Earnings Results by Operating Segments
____

The Retail Business was able to generate profit growth despite the adverse market conditions, on the 

back of strong sales of foreign equities and foreign bonds. Daiwa Securities Co. Ltd. was the only company 

in the industry to record a net increase in the balance of “wrap account” assets under management, and 

it also captured a major share of the market for “impact investment” products. Despite these generally 

favorable results, the Group believes it can do an even better job of increasing the net inflow of assets 

under custody and addressing the needs of customers in the mutual funds business. It will place top 

 priority on improving these operations in the future.

The Wholesale Business saw earnings fall due to trading losses and a drop in underwriting commis-

sions. Results were very disappointing, with both the Global Markets and Global Investment Banking 

Divisions posting losses for the period. The Group plans to re-evaluate the profitability of each line of 

business, seeking to rapidly consolidate operations and revise its business model. In this way, it intends 

to broaden its market reach throughout Asia while still maintaining a core focus on Japan.

The Asset Management Business suffered a decline in the value of its assets as a result of weak 

domestic stock prices and a strong yen. However, this was more than offset by a steady inflow into invest-

ment trusts resulting in an overall increase in total assets under management. Daiwa Asset Management 

Co. Ltd. continued working to diversify marketing channels for the investment trusts, while also raising its 

profile in the market, for example by developing new products that combine emerging economy stocks 

and high interest-rate currencies. The “Short-Term Australian Dollar Bond Open Fund,” managed by 

Daiwa SB Investments Ltd., ranked second in the entire industry in terms of the net increase in assets under 

management during FY2010. In this way, the Group is steadily expanding asset management operations.
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Comprehensive Efforts to Revitalize the Earnings Structure of the “New” Daiwa 
Securities Group
____

Since the latter half of FY2009, the Daiwa Securities Group has been energetically developing its business 

structure in Asia; we are pleased to report that the first stage of that effort is nearly complete. The Group 

now has a strong presence in the Hong Kong market; it has successfully promoted the cross-border M&A 

deals of numerous Japanese companies, and it expects operations in Asia to make a contribution to revenues 

going forward.

While making progress with the Asian strategy, the Group also intends to make concerted efforts 

towards strengthening its earnings structure in light of the harsh nature of the current business climate. 

To this end, the Group has incorporated two management goals for FY2011 onwards: to establish a robust 

business structure, and to become Asia’s leading financial services firm.

In July 2011, the Daiwa Securities Group announced plans to reorganize the Group’s internal corporate 

structure, in order to lay the foundation for efforts to meet our two management goals. In 1999, when the 

Group adopted a holding company structure, it divided the retail securities businesses and the wholesale 

securities businesses into separate companies in an effort to provide top-level services specialized for the 

separate customer bases of these two businesses. With the current reorganization, these two core 

subsidiaries will be merged once again. The specialized capabilities developed in each subsidiary will be 

consolidated, enhancing the Group’s synthetic competence and unity to further refine our business. The 

merger will simultaneously allow the Group to consolidate administrative activities and improve manage-

ment efficiency. In addition, all existing overseas subsidiaries of the wholesale arm, Daiwa Securities Capital 

Markets Co. Ltd., will be placed under direct ownership and control of Daiwa Securities Group Inc., thus 

creating a stronger structure of global corporate governance. This will allow the holding company to promote 

the Group’s growth strategy more effectively, and with a more comprehensive perspective. 

The decision to merge Daiwa Securities Co. Ltd. and Daiwa Securities Capital Markets Co. Ltd. is one 

of the most important steps in the Group’s 100-year history. Today, the domestic and international busi-

ness environment leaves no room for complacency. We must move swiftly and decisively to keep costs at 

appropriate levels and establish an earnings structure that can withstand the vicissitudes of the financial 

markets. By laying the foundations for a management structure that can respond flexibly to market 

changes, the Daiwa Securities Group aims to leverage the growth opportunities linking Japanese and 

Asian markets, and build an organization of which employees and business associates can be proud.
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