
Basic policies as defined by the Rules for Risk Management at Daiwa Securities Group

█1 Management’s proactive involvement in risk management.

█2 The structure of a risk management system that responds to features of the risks 

held by the Group.

█3 Understand overall risk based on integrated risk management, secure strong 

capital and the soundness of liquidity.

█4 Clarify the risk management process.

Risk Management System

■ Risk Appetite Framework
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Risk Management

While Daiwa Securities Group pursues profitability and growth, it also recognizes the importance of appropriately identifying, evaluating, and effectively managing various risks 
associated with its business operations. The Group aims to continuously improve its corporate value by maintaining a sound financial base and profit structure that is balanced in 
terms of risks and returns, and by appropriately controlling risks that are likely to manifest over the medium to long term, in addition to short-term risks.

Each Group company conducts risk management suited to the risk profile and size of its 
business in accordance with the basic policies related to risk management. The Risk 
Management Department within Daiwa Securities Group Inc. and responsible 
departments for each risk monitor the risk management systems and risk status of Group 
companies. The risk status of Group companies grasped through such monitoring, as 
well as their risk management issues, is reported to the CRO, who is appointed from 
among corporate executive officers, as necessary. The CRO gives directions to address 
the risk management system, risk status, and other issues for each company, verifies  
the performance of risk management systems, and conducts reviews if necessary 
according to the business scale, characteristics, and risk status of each company.  
The CRO is in charge of reporting risk to the CEO, and does not concurrently serve as  
the officer in charge of internal audits or as a member of the Audit Committee.
 The risk status and other issues of Group companies are reported to the Group Risk 
Management Committee, a subcommittee of the Daiwa Securities Group Inc. Executive 
Management Committee. This committee deliberates and decides on policies for risk 
management and specific measures. The Group Risk Management Committee also delib-
erates and revises the risk management process. This committee is comprised separately 
from the Audit Committee, and also reports on the details of its discussions to the Audit 
Committee.

International financial institutions are increasingly required to exhibit sufficient sound-
ness to operate their functions as financial intermediaries during times of economic and 
market stress. In addition, the Group is required to ensure it has sufficient liquidity and 
equity capital commensurate with these risks in order to be adequately prepared during 
times of stress.
 Under this environment, the Group has introduced a risk appetite framework (RAF). 
The Group has documented this framework in its Risk Appetite Statement, which the 
Board of Directors has deliberated and decided on, and is working to spread this Group-
wide while raising the level of its management system.
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 The quantitative risk appetite index is a topic of discussion and determination by the 
Board of Directors as part of the Risk Appetite Statement and reviewed twice a year.
 Moreover, RAF-related audits of the Board of Directors and management business 
execution are conducted by the Audit Committee.

Please refer to the following website for more information on the Group’s risk management.
https://www.daiwa-grp.jp/english/about/governance/risk.html

Fostering compliance awareness

Daiwa Securities Group rigorously observes regulations and exercises self-discipline so 
that it can contribute to the sustainable growth of society while maintaining high ethical 
standards. We conduct training programs for new graduates when they join the Group, 
and continue through regularly scheduled training sessions throughout their careers, 
thus ensuring that every employee is aware of, and thoroughly understands, compliance 
issues.
 The Group trains its employees so that even when the Group pursues new business 
ventures in areas where the regulatory structure is incomplete, they can return to the 
basic approach of laws and regulations, act sincerely in light of socially accepted ideas 
and common sense, and maintain strong self-discipline and legal awareness.
 As basic standards in areas that should be fulfilled at a bare minimum, the Group has 
formulated Group Minimum Standards with respect to the prevention of insider trading, 
elimination of anti-social forces, and information security. Based on these standards, the 
Group aims to achieve a level of compliance awareness.

Compliance system

The Group is improving and strengthening the Group-wide compliance system through 
the combined efforts of the Compliance Control Department, which is responsible for 
overall compliance planning and formulation, and which serves as a market gatekeeper, 
and Compliance Department (I) and Compliance Department (II), which are tasked with 
providing direction and support to the sales branches and headquarters departments 
and divisions. Moreover, in an effort to prevent legal and regulatory violations, these 
departments cooperate with internal administrators assigned to each department in 
regard to monitoring, guidance, and educational activities that ensure operations are 
conducted properly. These departments also work closely with the compliance depart-
ments at overseas Group companies in order to build a global compliance system.
 The Group Compliance Committee deliberates and decides general policies and 
specific measures on matters involving compliance with laws and regulations,  
establishment of corporate ethics, and internal control for the Group.
 Recognizing that insider trading risks, deficiencies in money laundering and terrorist 
financing countermeasures, information security risks, and improper conduct by the 
Group’s officers and employees all represent key risk areas, we are working to strengthen 
our management framework.

Compliance

■ Integrated Risk Management
Integrated risk management is a risk management approach that aims to ensure 
management safety while continually improving corporate value by identifying all risks 
faced by the Group and comparing them to management strengths. When engaging in 
integrated risk management, we measure the impact on capital and liquidity within  
the Group from a forward looking perspective and utilize RAF-based stress tests*1  
as well as Top Risk management*2 as part of our efforts to ensure a comprehensive 
understanding of risk.

*1  Stress tests are used for the integrated evaluation of impacts on capital, liquidity, and business systems based on 
probable stress scenarios that may have a major impact on the Group.

*2 To select and manage risk events that require particular attention in light of the Group’s business characteristics.
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1. Contribution to Society and Economy 
through AI

2. Provide Human-Centered AI

3. Transparency and Accountability of AI

4. Appropriate Use and Learning of AI

5. Compliance with Laws and Privacy 
Protection

6. Security and Monitoring of AI

7. Governance and Literacy Improvement 
of AI

Systems Risk Management and AI Governance

Daiwa Securities Group AI Governance Mission Statement
Daiwa Securities Group is committed to social issues such as the environment, 
human rights, education, economic growth, and technological innovation, and 
contributing to the sustainable development of society and the economy. To 
achieve this, the use of cutting-edge technology, especially AI, has become 
essential. While the impact of AI on society and the economy is expected to 
expand further in the future, there are still developing aspects of AI technology.
 Under careful consideration, Daiwa Securities Group has established the 
“Daiwa Securities Group AI Governance Mission Statement,” which we encourage 
all employees to abide by the understanding that we are a company that uses AI 
extensively in research and development, prediction and analysis, together with 
providing services.
 Daiwa Securities Group will continue to make every effort to become a 
trusted partner for all stakeholders and ensure that our services are used with 
peace of mind.

Daiwa Securities Group AI Governance Mission Statement
https://www.daiwa-grp.jp/english/about/governance/ai_governance.html

Operational resilience
Dramatic changes in the environments that encompass financial institutions today are 
increasing the complexity of risks, yet this situation also presents the danger that 
institutions will be unable to continue providing critical services with BCP that simply 
seek to prevent accidents and impediments, and that only envision specific risk events. 
In addition to making every effort to implement preventative measures, the Group works 
to ensure operational resilience (including recovery capabilities) under the assumption 
that business suspensions are a foregone conclusion. In specific terms, we are promoting 
initiatives aimed at strengthening and improving the effectiveness of the structure 
necessary to ensure business continuity as part of efforts to prepare for such widespread 
natural disasters as earthquakes and typhoons, as well as large-scale system failures.
 Having recognized cybersecurity as a particularly important issue for management, 
and as part of our Digital Strategy throughout the period of our Medium-Term 
Management Plan, we are promoting efforts aimed at strengthening both technological 
countermeasures and governance as requirements for ensuring operational resilience. 
Specifically, the Group runs cybersecurity drills for the management of each Group 
company, promotes technical countermeasures that utilize AI and other cutting-edge 
technologies, strengthens regular security monitoring and operations, implements 
measures against fraudulent transactions, and introduces management frameworks that 
match the cyber risk level of each Group company.

Daiwa Securities Group’s AI Governance Mission Statement
As with data bias in AI (imbalance and bias in the training data holds the potential to also 
affect the output), AI also involves unique risks, such as unintentionally compromising 
fairness and safety. As a result, efforts to put in place principles and guidelines covering 
the application and use of AI have become increasingly active on the world stage. Japan 
is no exception, with the formulation and consideration of AI-related principles and 
guidelines underway. Examples include the AI Guidelines for Business established by 
Japan’s Ministry of Economy, Trade and Industry and Ministry of Internal Affairs and 
Communications, the Guide to Evaluation Perspectives on AI Safety formulated by the 
Japan AI Safety Institute, and the AI Discussion Paper published by Japan’s Financial 
Services Agency.
 As a company that broadly utilizes AI and that is entrusted with the valuable assets 
of its customers, the Group formulated the Daiwa Securities Group AI Governance 
Mission Statement, to which the entire Group is subject in June 2023. This is the first such 
policy regarding AI ethics in the securities industry. This policy comprises a preamble 
and seven articles, which stipulate the items that must be followed when using AI. The 
policy was revised in September 2024 following the publication of the AI Guidelines for 
Business. Similarly, the Group has established an environment for appropriately 
managing the development and use of AI for the entire Group. This environment 

requires any questions or violation incidents that have arisen regarding the use of AI at a 
Group company to be reported swiftly at the Group AI Governance Committee, which 
was established at the same time as the Statement.
 The Daiwa Institute of Research has formulated the Daiwa Institute of Research AI 
Ethics Policy, which is founded on the Daiwa Securities Group AI Governance Mission 
Statement, yet places a greater emphasis on AI ethics at the time of development and 
implementation. At the same time, the company established the AI Ethics Committee, 
which ensures its activities align with this policy.
 Daiwa Securities Group will continue to make every effort to become a trusted 
partner for all stakeholders and ensure that our services are used with peace of mind.
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