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REVIEW OF OPERATIONS

At a Glance:

Core Business Segments of
the Daiwa Securities Group

Daiwa Securities

The Group's retail securities firm boasts a top-class customer base in
Japan, to which it provides a wide range of financial products and ser-
vices, mainly to individual investors and unlisted companies. One of the
company'’s advantages in the retail market is its ability to provide custom-
ers with two in-house customer service courses. Its “Daiwa Consulting”
course provides access to sales personnel that offer high value-added ser-
vices, while its “Daiwa Direct” course provides highly convenient online
brokerage services.

Ordinary Income

(¥ billion)
120

101.0

09 (Fiscal year)

Wholesale

Daiwa Securities Capital Markets

With a global network based on domestic and overseas operating offices,
the Group's wholesale securities firm’s customer base comprises Japanese
and foreign institutional investors, business corporations, and financial ser-
vices companies. The company offers a broad range of services to suit the
needs of its customers, including sales and trading, investment banking,
and research.

Ordinary Income

(¥ billion)
200

141.5

100 92.8

68.7
1.4 .
0

-100

0 -167.4
09 (Fiscal year)

Investment

Daiwa Pl Partners

Daiwa PI Partners makes selective investments in such areas as monetary
claims and private equity.

Daiwa Corporate Investment

Daiwa Corporate Investment operates venture capital, buyout investment
and investment funds that focus on Asia.
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Asset Management

Ordinary Income

Daiwa Asset Management Daiwa Asset Management Daiwa SB Investments

(¥ billion) (¥ billion)
Acting as the core of the Group'’s asset management operations, Daiwa 20 10

Asset Management establishes and manages a multitude of investment
trusts with various investment targets or investment themes. The company
markets them through wide-ranging sales channels, such as the branch
office networks of Daiwa Securities and third-party banks.

Daiwa SB Investments

The asset management company, whose capital is provided by the Daiwa

Securities Group and the Sumitomo Mitsui Financial Group, offers pension

fund management and other services for institutional investors in Japan 0 0

and overseas. The company also develops and manages investment trusts 05 06 07 08 09 (Fiscalyear 05 06 07 08 09 (Fiscalyear
for retail investors.

Systems and Research

Ordinary Income*

Daiwa Institute of Research Holdings

(¥ billion)
15

Daiwa Institute of Research

Daiwa Institute of Research Business Innovation

The Daiwa Institute of Research Group provides systems support and
research services through an intermediary holding company, Daiwa Insti-
tute of Research Holdings. Daiwa Institute of Research provides services to
Group companies, while Daiwa Institute of Research Business Innovation

takes the lead in providing services to clients outside the Daiwa Securities 05 06 07 08 ) (e
G * Combined ordinary income for the three companies
roup.

(Excluding in-group transactions and dividend from subsidiaries)

Group Support

Daiwa Securities Business Genter Daiwa Property

Daiwa Securities Business Center provides office administration services, Daiwa Property provides property management services for the Group as
primarily to Daiwa Securities and Daiwa Securities Capital Markets. well as real estate solutions and appraisal services for corporate clients.
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In the Industry

Market Shares of Core Business Segments

Retail

Wrap Account Service

Number of Contracts
(March 31, 2010)

45.1%

Prepared by Daiwa Securities using materials
from the Japan Securities Investment Advisers
Association.

Number of Online Trading Accounts*’
(March 31, 2010)

18.6%

Prepared by Daiwa Securities using publicly
announced corporate materials.

*1 Represents the market share of Daiwa Securities’ “Daiwa Direct” course out of a total of six online trading services, including the five major online trading special-
ists—SBI Securities, Rakuten Securities, Matsui Securities, Monex Securities, and Kabu.com Securities.

Asset Management

Publicly Offered Investment Trusts

Assets Under Management*?
(March 31, 2010)

17.2%

Prepared by Daiwa Securities Group Inc. using
materials from the Investment Trusts Associa-
tion, Japan.

*2 Daiwa Asset Management + Daiwa SB Investments

DAIWA SECURITIES GROUP ANNUAL REPORT 2010

Increase in Net Assets of Publicly Offered
Equity Investment Trusts (excluding ETFs)*?
(FY2009)

Prepared by Daiwa Securities Group Inc. using
materials from the Investment Trusts Associa-
tion, Japan.



Wholesale

M&A Advisory

(FY2009, Japanese corporation-related publicly announced deals)

Prepared by Daiwa Securities Capital Markets
based on Thomson Reuters Markets.

Total Debt** Lead Manager

League Tables
(FY2009)

17.8%

Prepared by Daiwa Securities Capital Markets.

Total Equity*3 Lead Manager

League Tables
(FY2009)

17.4%

Prepared by Daiwa Securities Capital Markets.

Total Yen Bond Lead Manager

League Tables
(FY2009)

20.3%

Prepared by Daiwa Securities Capital Markets
based on Thomson Reuters Markets.

*3 Total equity: Primary and secondary equity offerings (including foreign equity) + domestic CB + overseas CB + IPO + REIT
*4 Total debt: Straight bonds + agency bonds + samurai bonds + municipal bonds + Japan Housing Finance Agency RMBS
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Retail

Daiwa Securities

» Two Main Service Courses, Diverse Range of Products and Services Built on Comprehensive Capabilities

To meet the varying needs of retail customers more effectively, Daiwa Securities has developed two main service courses—
“Daiwa Consulting,” a service in which sales personnel offer high value-added support, and “Daiwa Direct,” which offers
a convenient service accessible via a call center and the Internet. The company’s competitive edge in the retail market
comes from having developed three in-house sales channels—comprising a nationwide network of 119 branch offices*, a
call center, and the Internet—and making optimal use of the Daiwa Securities Group’s infrastructure and resources.

Another of the company’s strengths is an enhanced product and service lineup that provides full coverage for the vary-
ing needs of customers. The lineup includes domestic and foreign equities, bonds and investment trusts, as well as services,
such as pension insurance, wrap account services, and securities-backed loans.

* As of July 1, 2010

Business Structure of Daiwa Securities (as of July 1, 2010)

Switchable

The “Daiwa Consulting” Course The “Daiwa Direct” Course

Daiwa’s cash management service (deposits and withdrawals, balance calculation and reports, settlement services, asset management)

e-Member*', management fee discount for qualifying accounts, Daiwa’s mileage program

L .. iLLP'-LLFH H - B b i TZHrroF

Branch office (open accounts, various clerical procedures, ATMs, seminars)

(Common for

Doith GO Call center (request documents, make inquiries)

Internet (access investment information, check account balance, conduct transactions, obtain other information)

(Comiinem e Domestic stocks, “mini” stock trading, monthly stock investment plan ("Ruito"), overseas
it o) stocks, JGBs, corporate bonds, foreign currency-denominated bonds, investment trusts,
pension insurance, “Daiwa FX,” “Daiwa 365FX,” “Daiwa CFD,” “Daiwa PTS,"” “Daiwa Net Loan"

“Daiwa SMA,"” “Daiwa Fund Wrap,” “OTC stock
option trading,” “Daiwa SAT (stock and trust) Loan”

Investment consultation with staff at the branch office

Transaction fees
less than ¥500 thousand :
¥150 including tax
more than ¥500 thousand :
¥300 including tax
or flat fee

*1 Reports on trading history or trading information can be accessed by the client from their PC

*2 Figures indicate a percentage, where the fee charged to “Daiwa Consulting” customers when conducting transactions at a branch office is equal to 100%
*3 Interactive Voice Response

*4 Daily flat rate
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Earnings Results for FY2009

1. Review of Operating Environment and Business Results

» Performance Makes Steady Recovery despite Uncertain Business Environment

In FY2009, the average daily trading value on the First Section of the Tokyo Stock Exchange dropped 23.4%

year on year, stagnating at the low level of ¥1,529.7 billion. On the other hand, primary and secondary

equity offerings rose to the highest levels in the past 10 years.

Under these operating conditions, Daiwa Securities made a steady
recovery in performance in FY2009. Among commissions, distribution
commissions jumped 2.1 times from the previous fiscal year because of
increased equity finance deals and expanded sales of equity funds. Although
investment trust agency commissions declined 11% year on year, they have
rallied on a quarterly basis since the Lehman Shock. As a result, net
operating revenues increased 21.6% year on year, to ¥192.0 billion. Ordinary

income soared 119.9% year on year, to ¥40.4 billion.

2. Business Performance and Achievements

» Firm Signs of Growth in Customer Base

The basic approach of Daiwa Securities is to concentrate on “increasing the
balance of customer assets” because this in turn leads to stable income that
provides the basis for sustained growth. In equity investment trusts, “Daiwa
Foreign Bond Fund (Daiwa Spirit),” which the company started to sell in
July 2009, was well received by customers and consequently recorded steady
growth in assets under custody. Customers appreciated the fund’s goal of
combining stability and profitability through a diversified portfolio con-
sisting of investment in the bonds of advanced countries with high credit
ratings and the high-yield bonds of emerging nations. “Daiwa Brazil Stock
Open-end Fund (Wind of Rio de Janeiro)” also contributed to growth in
customer assets. This fund invests in the high-growth potential equities of
Brazil, which are expected to perform well in light of expectations for the
country’s hosting of the 2016 Summer Olympics.

Sales of foreign equities also increased, particularly sales of Chinese,
Indian, and Brazilian equities.

Since introducing its Wrap Account business, including the discretion-
ary investment services “Daiwa SMA” and “Daiwa Fund Wrap,” the com-
pany has consistently been No. 1 in the industry in this service area. In
both contract assets under management (AUM) and number of contracts,
Daiwa Securities holds more than a 40% share of the market.

Daiwa Securities is expanding its branch office network to increase its
points of direct contact with customers. The company opened the Fuchu
Branch Office in September 2009, upgraded Tokorozawa Station Plaza to
the Tokorozawa-ekimae Branch Office in November, and opened the Sag-
amihara Branch Office, its 119th branch office, in March 2010. In June 2010,
the company relocated the Sapporo Branch Office to the Hokuyo-Odori

Center to make access more convenient for customers.

Investment Trust Agency Commissions

(¥ billion;
4

)

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
FY2007 FY2008 FY2009

(Average monthly commissions by quarter)

w

N

Wrap Account Service Contract AUM and
Market Share

(¥ billion) (%)
300 45
200 30
100 15

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
FY2007 FY2008 FY2009

B Wrap account service contract AUM
= Market share of AUM in wrap account service

Sources: Japan Securities Investment Advisers Association;
compiled by Daiwa Securities
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Key Strategies for FY2010

Daiwa Securities’ performance goal within the Daiwa Securities Group

> .«

Passion for the Best”

2011 medium-term management plan is to achieve ordinary income of ¥120 billion by FY2011.

The company is taking the following measures in FY2010 to attain that goal.

1. “Daiwa Consulting” Division Strategies

» Expanding Customer Base by Further Enhancing Products and Services

The consulting division is aiming to further expand its customer base by
enhancing its products and services by taking into consideration varying
customer needs.

One example of this strategy is a product called “Impact Investment.”
This represents a new type of investment that not only seeks to earn a return
on investment, but also strives to make a contribution to solving such social
challenges as poverty and the environment—which has recently drawn a
lot of attention. Daiwa Securities was the first in Japan to sell Impact Invest-
ment products, such as “Vaccine Bonds” and “Microfinance Bonds,” and
continues to build its record in this area. Currently*, Daiwa Securities holds
an overwhelming 71% share for selling foreign currency-denominated
bonds related to Impact Investment. This record reflects the high regard of
many foreign issuers such as international institutions for the Daiwa Secu-
rities Group’s long dedication in selling foreign bonds in Japan. As a new
form of investment, demand for Impact Investment is expected to grow.
Accordingly, Daiwa Securities is looking to further increase its presence in
this area.

In its foreign equity sales, Daiwa Securities is aggressively promoting

investment in the stocks of high-growth potential markets in Asia and

(¥ billion)

180

150

120

0

Foreign Equity Trading Value

4Q 1Q 2Q 3Q 4Q

FY2008 FY2009
B China & Hong Kong M India ™ Brazil M Others (North America, etc.)

emerging nations, such as China, India, and Brazil. Strengthening its collaboration with Daiwa Securities

Capital Markets, the company intends to build upon its performance record in this market through such

actions as enhancing its coverage and provision of market information.

In the investment trust business, Daiwa Securities’ focus is to continue implementing measures to

expand the balance of customer assets. In response to customers’ strong need for income distribution

type products, the company has extended its lineup of periodical-dividend-payment-funds and conse-

quently offers a wider selection. In addition, the company launches new funds on a timely basis in response

to the market environment.

In its other services, such as pension insurance, wrap account services, and securities-backed loans,

Daiwa Securities is targeting further market expansion through enhanced services.

* As of June 2010

2. “Daiwa Direct” Division Strategies

» Strengthening Sales Approach for Active Investors

The “Daiwa Direct” division’s strategy is to supplement its traditional customer base by taking steps to attract

a greater number of active investors. As part of this strategy, the division introduced two new services in

FY2009, “Daiwa 365FX” and “Daiwa CFD*'.”

DAIWA SECURITIES GROUP ANNUAL REPORT 2010



“Daiwa 365FX” is FX margin trade on exchange where the company offers the Tokyo Financial Exchange
(TFX), Inc. “Click 365” product. Commencing in February 2010, the company began aggressively pro-
moting “Daiwa 365FX” using a discounted commission campaign, resulting in customers of Daiwa Secu-
rities accounting for more than 10% of the trading value in “Click 365.” In August 2010, the company
plans to launch “Daiwa’s Trading Board 365FX” on a commission-free basis, aiming to further expand its
share of FX margin trade on exchange, which has growth potential.

“Daiwa CFD” is an OTC net-settlement transaction based on contract for difference (CFD). The company
began offering Nihon 225 index futures CFDs (JP225xx) in October 2009, followed by Japanese equities CFDs
(approx. 100 stocks coverage) in May 2010.

In addition, Daiwa Securities boosted trading convenience for its customers by adding mobile phone
trading services to its existing online trading services for “Daiwa 365FX” and “Daiwa CFD.”

Among other measures, Daiwa Securities introduced a substantial reduction in brokerage fees*? for its
“Margin Transaction Service” on “Daiwa Direct” starting in July 2010. The company also upgraded “Daiwa
Trading Board” to a new version to create an enhanced trading environment for active investors. Daiwa Secu-
rities is committed to continue improving the transaction speed and user-friendliness of its trading system.

*1 CFD (contract for difference): A transaction in which the two parties agree to settle a trade based on the price difference of a stock,
stock index, or other investment instrument between the beginning and end points of the contract without requiring actual purchase
or sale of the financial instrument.

*2 Stock brokerage fees for Internet-based orders in which the buy or sell is made via PC or mobile phone, including the Interactive Voice
Response (IVR) service provided by the call center.

TOPICS —The Daiwa Securities Group Prepares to Enter the Banking Business

With a planned launch in 2011, the Daiwa Securities Group is preparing to enter the banking business. Daiwa Securities will play a core role as the
main provider of the business base, including sales capabilities and infrastructure, in its capacity as an agency for the new bank. The new bank
will aim to expand its customer base and profits by offering high-interest bearing deposits at a low cost through the Internet, as well as using the
branch offices and call center of its banking agency, Daiwa Securities. In addition, we will provide a unified service between the deposit accounts
offered by the new bank and the cash management service accounts of Daiwa Securities using the company’s “Sweep Service”—automatic fund
transfer and settlement services. By linking the customer’s bank accounts and securities accounts, Daiwa Securities will increase customer conve-

nience, and further enhance and differentiate the Group’s services.

Applying for opening of Soliciting opening of Applying for opening of
new bank accounts new bank account new bank accounts
Identification, Soliciting deposits, Identification,
Receiving deposits Receiving deposits Receiving deposits
.i
Internet Internet
(PC) (,.Zer-l;rgam,s,ff;:tem) (PC and Branch offices Call center

mobile phones)

Bank account Cash management accounts

4 Transfers *

Automated transfer system
(Sweep Service)
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Wholesale

Daiwa Securities Capital Markets

» Pursuing “Quality” Products and Services

The services offered by Daiwa Securities Capital Markets (hereafter, “Daiwa Securities CM”) are in all cases closely related to
improving the business results, competitiveness, or other performance aspects of its corporate customers. As a result, in addi-
tion to practicing good customer relations, it is important that the company be able to provide solutions based on detailed
information and show strong execution capabilities in steadily implementing its proposals. Daiwa Securities CM pursues
“quality” in the products and services it offers by taking advantage of such resources as collaborations with Daiwa Securities,
which handles retail operations, or its top ranked research capabilities.

Various third-party evaluations have recognized these strengths. In addition to ranking highly in league tables, Daiwa
Securities CM received Best Deal awards in the four categories of lead manager of samurai bonds, primary and secondary

equity offerings, and yen bonds as well as in M&A advisory in the “Euromoney Japan Awards 2009.”

Earnings Results for FY2009

1. Review of Operating Environment and Business Results

» Sharp Recovery in the Equity Finance Market

The most notable point about the business environment in FY2009 was the recovery in the equity finance
market. Up until FY2008, the total amount of primary and secondary equity offerings in Japan had declined
for three consecutive years. However, in FY2009, total equity offerings surged to more than ¥6 trillion, hit-
ting the highest level in 10 years. The recovery in the market can be attributed to an increase in the number
of companies having to repair financial positions that suffered from the financial crisis, which led to a rush
to increase capital. In comparison, although Japan’s stock market showed signs of recovery, it lagged behind
the strong resurgence of growth in markets of emerging countries.

Under these conditions, Daiwa Securities CM’s consolidated ordinary income rebounded from a loss of
¥167.4 billion, moving back into the black at ¥68.7 billion. Among operating revenues, underwriting com-
missions jumped 2.9 times year on year, reflecting the recovery in the equity finance market, while net gain
on trading posted a gain of ¥59.4 billion compared with a ¥4.7 billion loss in FY2008. Furthermore, net gain
on private equity and other investments also moved back into the profit column, supported by the gain on
sale of Sanyo Electric Co., Ltd. shares, scoring a gain of ¥89.8 billion in FY2009 compared with aloss of ¥75.1

billion a year earlier.

2. Business Performance and Achievements

» Four Major Reforms for Future Growth

(1) Dissolve the joint venture with the Sumitomo Mitsui Financial Group

Following the dissolution of the 10-year joint venture with the Sumitomo Mitsui Financial Group (hereafter,
“SMFG”), Daiwa Securities CM got a new start as an independent investment bank on January 1, 2010. The
dissolution had no great impact on operations, with Daiwa Securities CM leveraging its strengths as an

independent company to win new deals one after the other.
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(2) Establish a structure to develop M&A business covering Asia including Japan, the US, and Europe

In July 2009, Daiwa Securities CM acquired Close Brothers Corporate Finance (Holdings) Limited (hereaf-
ter, “CBCF”), an independent investment bank specializing in the M&A advisory business in Europe. CBCF
boasts a particularly strong presence in the market for medium-sized mergers. With this acquisition, Daiwa
Securities CM is aiming to win and successfully conclude cross-border M&A deals for Japanese corpora-
tions and boost its execution capabilities. In May 2010, CBCF changed its name to “Daiwa Corporate Advisory
Partners Limited.” With this change, Daiwa Securities CM completed the establishment of a global M&A

structure covering Japan, Asia, the US, and Europe.

(3) Enhance Daiwa Securities CM’s research capabilities

Daiwa Securities CM has newly established within its organization the “Financial Research Center,” to
which it has transferred securities analysts and strategists from the Daiwa Institute of Research. By assem-
bling this elite research team, which has been ranked top by the Institutional Investor magazine for two
consecutive years, Daiwa Securities CM plans to make even greater use than before of the research team’s

high-quality information and analysis capabilities to expand brokerage revenues.

Institutional Investor “2010 All-Japan Research Team”
Ranking for each participating company
(based on number of analysts ranked)

Rank Company Score
1 PEIE] 24
1 Nomura 24
3 UBS 21
4 Mitsubishi UFJ 16
5 Citi 13
5 J.P.Morgan 13
7 Credit Suisse 9
7 Goldman Sachs 9
9 Deutsche Securities 8
9 Mizuho 8

(4) Reorganize the global network

Daiwa America Corporation was previously not able to become a subsidiary of Daiwa Securities CM because
of restrictions under the US law regarding banks and joint ventures of banks. After the dissolution of the
joint venture with SMFG, however, Daiwa America Corporation was transferred by Daiwa Securities Group
Inc. to Daiwa Securities CM, becoming a wholly owned subsidiary renamed as “Daiwa Capital Markets
America Inc.” With this move, Daiwa Securities CM has established a broad network covering Japan, Asia,

the US, and Europe, making the company truly a global investment bank.
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Major Lead-managed Deals and Publicly Announced M&A Deal Advisory in FY2009

(including co-lead-managed deals)

Primary and secondary equity offerings (including CBs)

Sumitomo Mitsui Financial Group

Global public offering

Total ¥1,932.5 billion

Mitsubishi UFJ Financial Group Global public offering ¥1,070.0 billion
Toshiba Public offering ¥333.0 billion
T&D Holdings Domestic public offering ¥124.0 billion
NEC Global public offering ¥123.6 billion

Corporate straight bonds

Sumitomo Mitsui Banking Corporation (including subordinated bonds)

Total ¥329.0 billion

Softbank

Total ¥185.0 billion

Tokyo Electric Power

Total ¥155.0 billion

Sharp

Total ¥150.0 billion

Other bonds

European Investment Bank (EIB) Euro global bonds € 2.75 billion
European Bank for Reconstruction and Development (EBRD) US dollar global bonds US$1.5 billion
United Mexican States (JBIC guarantee) Samurai bonds ¥150.0 billion

Agency bonds

Japan Housing Finance Agency

Total ¥173.7 billion

Japan Expressway Holding and Debt Repayment Agency

Total ¥130.0 billion

Japan Finance Corporation

Total ¥90.0 billion

Structured finance

Japan Housing Finance Agency, Secured Pass-through Bonds Nos. S-14, 16, 18

Total ¥450.0 billion (issue)

Total ¥156.0 billion (underwriting)

Japan Housing Finance Agency, Secured Pass-through Bonds Nos. 26, 28, 29, 31, 33

Total ¥331.0 billion (issue)

¥103.8 billion (underwriting)

Nippon Life Insurance, First SPC Series 1 Collateralized FILP Bonds for “2009 Fund”

¥100.0 billion (issue)

¥45.0 billion (underwriting)

M&A

Merger between Nippon Mining Holdings and Nippon Oil Corporation

Adviser to Nippon Mining Holdings

Merger between NEC Electronics Corporation and Renesas Technology Corp.

Adviser to NEC Electronics Corporation

Merger between The Kagawa Bank and The Tokushima Bank

Adviser to The Kagawa Bank

Key Strategies for FY2010

Daiwa Securities Capital Markets’ performance goal within the Daiwa Securities Group’s “Passion for the

Best” 2011 medium-term management plan is to achieve ordinary income of ¥60 billion by FY2011. The

company is taking the following measures in FY2010 to attain that goal.

1. Asia as Our Home Market

» Unprecedented Speed and Scale of Human and Capital Resources Investment

Daiwa Securities CM aims to become a “high-quality world-class investment bank that represents Asia.”

Specifically, the company has set itself the goals of becoming one of “Asia’s top five equities brokers” in

the global markets category, and one of the “top ten in the equity capital markets league tables” in the

global investment banking category. To achieve these goals, the company is expanding its business base

with unprecedented speed and on a greater scale than ever before. Already five executives with titles run-

ning up to deputy president are working at the company’s Asian bases. Under this management team, Daiwa
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Securities CM plans to increase overseas staff by up to 400 people over about the next two years and to
quickly enhance its IT infrastructure as well. Moreover, during FY2010, Daiwa Securities CM will expand
the capital of is overseas bases, mainly in Asia, to approximately ¥190 billion. In FY2009, the company
already increased the capital of its subsidiary in Hong Kong by ¥18 billion and the subsidiary in South
Korea by ¥2.5 billion.

* For further details of the company’s strategies, please see the special feature “Racing to Make Asia Our Home Market”
on pages 22 to 26 of this report.

2. Strengthening the Existing Business

» Strategic Expansion of Products and Services with a Competitive Edge

Besides aiming to expand business in Asia, Daiwa Securities CM is implementing the following measures to
strengthen its existing business.

(1) Further boosting the company’s reputation as a broker

Daiwa Securities CM is endeavoring to attract new customers and expand earnings by further boosting
its reputation as a broker. To that end, the company is focusing on providing high-quality information to
customers from the Financial Research Center and on strengthening its relationship with customers. In
March 2010, Daiwa Securities CM hosted the largest ever investment conference in Japan attended by
domestic and foreign institutional investors. The conference was extremely well received by Japanese and

foreign participants.

(2) Upgrading product attractiveness and strengthening collaboration with Daiwa Securities

Daiwa Securities CM aims to provide products that accurately reflect changes in market conditions and
in the needs and risk preferences of customers. In addition to JGBs, corporate bonds, and other tradi-
tional investment instruments, the company offers a variety of other products, such as foreign corporate
straight bonds, asset-backed securities, and structured bonds, for both Japanese and foreign customers.
Going forward, Daiwa Securities CM intends to expand earnings by strengthening its collaboration with
Daiwa Securities, which has 119 branches* nationwide and approximately 3.3 million cash management
service accounts.

* As of July 1, 2010

TOPICS —Full-scale Start to IPO Underwriting Business in Asia

“Daiwa SSC Securities Co., Ltd.,” a joint venture established by Daiwa Securities CM and Shanghai Securities Co., Ltd. in 2004, is Japan’s only
joint venture securities company in China. As such, it was the first Japanese joint venture securities company in China to become the sole lead
manager of an IPO in that country. The issuer was “Shanghai Conant Optics Co., Ltd.,” a lens manufacturer previously listed on the Shenzhen
Stock Exchange’s “ChiNext board” (Chinese version of Nasdaq), which provides a market for start-up companies. Daiwa SSC Securities under-
wrote the new shares, sold them to local investors, and also plans to support the listing company’s investor relations program and any secondary
financing. Other than China, Daiwa Securities CM also acted as lead manager of an IPO by Tong Yang Life Insurance Co., Ltd. in South Korea.

Through such efforts, Daiwa Securities CM is utilizing its operating base in the Asian region to steadily grab a share of the exploding demand

for IPOs by start-up companies.
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Investment

Daiwa Pl Partners

The predecessor of Daiwa PI Partners, Daiwa Securities SMBC Principal Investments, had been one of Japan’s leading
investment companies since its inception in 2001, investing in such fields as private equity, monetary claims, and real
estate.

In February 2010, the former Daiwa Securities SMBC Principal Investments transferred its assets to a newly established
Daiwa Securities SMBC Principal Investments, which then changed its name to Daiwa PI Partners. With this reorganization,

Daiwa PI Partners became a wholly owned subsidiary of Daiwa Securities Group.

Basic Growth Strategies

Building upon a wealth of investment experience and know-how developed by its predecessor, Daiwa
Securities SMBC Principal Investments, Daiwa PI Partners is investing in monetary claims, private
equity, and other areas based on its investment themes of revitalizing Japan and supporting growth in
Asia. The company makes its investment decisions based on strict standards and aims to make invest-
ments that will contribute to growth or revitalization of the investee company.

Daiwa PI Partners is also actively involved in the management of such funds as the Daiwa Quantum
Fund, striving to achieve a stable earnings structure while also offering investors attractive investment

opportunities.

TOPICS —paiwa Quantum Capital Launches First Fund

On October 30, 2009, Daiwa Quantum Capital launched its first fund, “Daiwa Quantum Capital Partners I, L.P.” Daiwa Quantum Capital is a joint
venture of Daiwa Pl Partners and Quantum Leaps Corporation, the Founder and CEO of which is Mr. Nobuyuki Idei, the former CEO of Sony.

The concept of the fund is to make growth investments that will support Asian companies operating environmental or energy conservation busi-
nesses as well as consumption-related businesses and the growth of Japanese companies which invest capital and knowledge resources in such

Asian companies, while mutually increasing the corporate value of all involved in the long term.

Outline of Daiwa Quantum Capital Partners |, L.P.

Investment target Growth investment in Asian companies, including Japan

Target area of investment | Asia (excluding Japan) approximately 75% / Japan approximately 25%

Fund size US$80 million (as of October 30, 2009), continuing expanding fund size
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Investment

Daiwa Corporate Investment

(Name changed from Daiwa SMBC Capital effective on July 1, 2010)

Following the dissolution of the venture capital company jointly established by the Daiwa Securities Group and the SMFG,
Daiwa Corporate Investment became a wholly owned subsidiary of the Group. Even before the forming of the joint
venture, the predecessor of Daiwa Corporate Investment utilized know-how developed through the long-term operation
of a venture capital business to support the growth of many ventures and help them list their shares.

With an investment analysis team specializing in the IT and life science fields, Daiwa Corporate Investment features its

business support system for helping growth of its investee companies.

Basic Growth Strategies

In FY2009, there continued to be no signs of the market bottoming out. There were only 19 IPOs in Japan,
five of which involved the former Daiwa SMBC Capital. Given the strong possibility of a full-scale recovery
in the market requiring a certain amount of time, Daiwa Corporate Investment will take advantage of its
accumulated knowledge and know-how to pursue such growth strategies as increasing its buyout business

or expanding its fund management business in Asia.

TOPICS —Launch of Unlisted Equity Fund Investing in Vietnamese Companies

Since 2008, the Group has been developing its Vietnam-related business in a strategic partnership with a major local securities company in Viet-
nam, Saigon Securities Inc. In 2009, the Group launched a fund that invests in unlisted Vietnamese companies with high-growth potential in
collaboration with a subsidiary of Saigon Securities, SSI Asset Management Ltd.

With notable high-growth potential even compared with other countries in the Asian region, Vietnam has quickly pressed forward with the
establishment of platforms for trading shares of unlisted companies, such as Unlisted Public Companies (UPCOM) Market in Hanoi. Daiwa Corpo-

rate Investment plans to achieve strong performances in this fund, while expanding the scale of its investment funds targeting Asia.
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Asset Management

Daiwa Asset Management

» Fund Management Capabilities Underpinned by Enhanced Research and Risk Management Systems

In an environment where investor demand for investment trust products is rapidly diversifying, emerging country equity
funds and foreign bond funds are particularly popular. Daiwa Asset Management’s advantage in this market is its already
well-seasoned global research team and ability to manage almost all of these types of funds in-house. By making the struc-
ture of its fund as simple as possible and the risks easy to understand, the company has earned the trust and support of inves-

tors and sales agents.

Earnings Results for FY2009

1. Review of Operating Environment and Business Results

» Holding the Largest Share of Increase in Net Assets in the Industry

In FY2009, assets under management in the domestic investment trust Daiwa Asset Management:

industry expanded because of an increase in the net inflow of funds along Assets Under Management of Publicly Offered
with the recovery in stock prices and a rising risk tolerance among investors. (v tilion) Equity Investment Trusts
In FY2009, the increase in net assets (excluding ETFs) of publicly offered equity .
investment trusts throughout the industry amounted to ¥4,838.3 billion.
Under these market conditions, Daiwa Asset Management worked to 8 -
accurately respond to intensifying investor needs by launching monthly- 6 -
dividend-payment-type bond funds as well as emerging country equity and .
bond funds. Reflecting these efforts, the company achieved an increase in net

assets totaling ¥918.9 billion. This performance represented a 19.0% share of

overall increase in net assets, the largest share in the Japanese industry. As a 9 Q30 4 9 0 39 4
FY2008 FY2009
result, Daiwa Asset Management’s assets under management in its publicly B Publicly Offered Equity Investment Trusts (excluding ETFs)

W ETFs M Publicly Offered Bond | m
offered equity investment trusts (excluding ETFs) totaled ¥5,742.4 billion at @ Publiy Offered Bond investment Trusts

the end of FY2009, advancing from ¥4,156.1 billion in FY2008, and accounting
for a 11.5% share of the domestic market.

Although the company strongly pursued a full recovery in both the first
and the second half of FY2009, after hitting bottom in the second half
of FY2008 under the dramatic impact of the financial crisis, operating rev-
enues for FY2009 declined 6.4%, to ¥63.7 billion, and ordinary income slid
14.5%, to ¥9.9 billion.

2. Business Performance and Achievements

» Results of Product Development Addressing Investor Needs and Sales Channel Expansion Efforts

(1) Launch of Large-scale Funds

In FY2009, Daiwa Asset Management launched two funds, the “Daiwa Foreign Bond Fund (monthly-
dividend-payment-type)—Daiwa Spirit” and the “Daiwa Brazil Stock Open-end Fund—Wind of Rio de
Janeiro,” which grew to large-scale funds, each with assets under management in excess of ¥100 billion.
“Daiwa Spirit” was well received by customers because of the fund’s special characteristic of combining

steady growth and stable incomes through diversified investment in the bonds of advanced countries and
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Major Investment Funds Launched in FY2009 (FY2009 year-end balance of ¥30 billion or more)

Fund Name Launch Date Assets (¥ billion)
Daiwa Rogers International Commodity TM Fund Apr 23,2009 38.9
Daiwa Foreign Bond Fund %
(monthly-dividend-payment-type) '\(/Jlill' g,)ZOOQ 352.4
—Daiwa Spirit—

Daiwa Brazil Stock Open-end Fund

—Wind of Rio de Janeiro— Nov 25, 2009 176
Daiwa India, Brazil, and China—National Infrastructure-

related Stock Fund Jan 29, 2010 32.2
—Design of the Future—

Daiwa Support Japan Fund Feb 19, 2010 39.3

—Renovators in Japan—

* Independently established on March 12, 2009, transferred to sales subsidiary as of July 23, 2009.

emerging countries. As a result, the fund has developed into one of the Group’s core products. “Wind of
Rio de Janeiro,” which invests in the high-growth potential stocks of Brazil, is also popular backed by the
country’s hosting not only of the 2014 FIFA World Cup, but also its recent winning of the 2016 Summer
Olympics.

(2) Expansion of Sales Channels

Daiwa Asset Management made great progress with sales channel expansion in FY2009. In particular, the
“Brazil Bond Open-end Fund” (monthly settlements), which invests in relatively high yield Brazilian
real-denominated bonds and other income instruments, was popular with the customers of banks, result-

ing in expansion in the number of bank sales agency channels.

Key Strategies for FY2010

Daiwa Asset Managements’ performance goal within the Daiwa Securities Group’s “Passion for
the Best” 2011 medium-term management plan is to achieve ordinary income of ¥15 billion by

FY2011. The company is taking the following measures in FY2010 to attain that goal.

1. Strengthening Investment Management and Product Development Capabilities

» Continuing to Launch Large-scale Funds

In FY2010, Daiwa Asset Management expects that Japanese investors will continue to want to invest in
overseas assets. By strengthening its hiring of analysts in local markets and its global research and invest-
ment management organization, the company will continue to develop such products as emerging country
equity and foreign bond funds.

Strengthening global management capability will increase Daiwa Asset Management’s ratio of in-house

management and lead to heightened trust among investors.

2. Enhancing Customer Support Services

» Marketing Focused on Demand from Sales Agencies

Daiwa Asset Management plans to further strengthen its support for core sales agency companies. The com-
pany will offer optimum products in line with the sales strategies of each sales agency companies. By directly
collecting information from sales agencies, Daiwa Asset Management will develop products that suit the

diversifying needs of investors.
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Asset Management

Daiwa SB Investments

» Top-Class Reputation and Performance in Pension Management

With approximately 60% of its assets under management handled under investment advisory contracts, Daiwa SB Invest-
ments has established a particularly strong position in pension fund management. The company has earned high ratings from
customers in “Newsletter on Pensions and Investments” published by the Rating & Investment Information, Inc. (R&I).
In the investment trust business, Daiwa SB Investments has employed its extensive know-how in pension fund management
to develop and manage fund products. The company also has a business alliance with a major US-based fund management

company T. Rowe Price Group that allows it to manage funds and conduct research on a global basis.

Earnings Results for FY2009

1. Review of Operating Environment and Business Results

» Edging Up Revenues by Increasing Publicly Offered Investment Trusts Assets

Reflecting a mild improvement in investment sentiment among investors, there was a net inflow of funds in
publicly offered investment trusts in particular, supporting a 5.7% year-on-year increase to ¥20.5 billion in
operating revenues, and 6.9% growth to ¥3.1 billion in ordinary income, both well above last year’s levels.

At March 31, 2010, Daiwa SB Investments’ assets under management amounted to ¥4,554 billion, climbing
33.2% year on year. Of this amount, the investment advisory assets posted year-on-year growth of 14.4%
because of a net inflow of funds from other sectors and valuation gains from the rebound in stock prices,
despite the outflow of funds related to the portfolio rebalancing carried out by Japanese and foreign public
institutions. In contrast, the assets under management held in publicly offered investment trusts soared
63.7% year on year. The growth in investment trust assets can be attributed to a large net inflow of funds

driven in particular by inflow to foreign currency-denominated bond funds.

2. Business Performance and Achievements

» Expanding the Product Lineup and Sales Channels while Maintaining

Investment Funds Management Capabilities

DI ing Fund M t Capabiliti dE di d
(1) Improving Fund Management Capabilities and Expanding an Daiwa SB Investments:

Enhancing Product Lineup Trends in Assets Under Management
Under the leadership of the newly established “Investment Strategy Division,” o tiony
Daiwa SB Investments took steps to improve its fund management capabili-
ties by strengthening its top-down management functions and its decision- 5 -
making processes. 4 -

In the “2009 Survey of Pension Customers’ Evaluations of Asset Man-
agement Companies” published in R&I’s “Newsletter on Pensions and

Investments,” Daiwa SB Investments was ranked number one in the “Over-

all Assessment category,” which considers overall performance in terms of

such factors as fund management capabilities and information disclosure. ° 2 30 4Q 19 2 3Q 4Q
. s . FY2008 FY2009
In other areas, the company made progress with expanding its product lineup : : —
M Investment advisory M Publicly offered equity investment trusts
by creating such products as an Asian equity fund for institutional investors. B Privately offered investment trusts
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(2) Enhancement of Publicly Offered Investment Trust

In FY2009, Daiwa SB Investments newly launched five funds. The company’s efforts to develop and expand its
sales agency company network for existing funds also bore fruit, supporting a substantial increase in net
inflow of funds. Based on Daiwa SB Investment’s progress with sales channel development, the number of

sales agency companies increased 23.5% year on year.

Key Strategies for FY2010

Daiwa SB Investments’ performance goal within the Daiwa Securities Group’s “Passion for the
Best” 2011 medium-term management plan is to achieve ordinary income of ¥5 billion by FY2011.

The company is taking the following measures in FY2010 to attain that goal.

» Focusing on Product Development and Fund Management in Line with Market Conditions and
Customer Needs

Daiwa SB Investment will continue to pursue its goals of “strengthening fund management capabilities,”

» «

“expanding the range of fund management products,” “strengthening the operating base,” and “improv-
ing risk management and operating efficiency.” In FY2010, in particular, the company has positioned
strengthening Asian asset management as a priority strategy and will target further reinforcement of

Asian equities management and research organizations.

TOPICS 1 —Full-scale Entrance into the Real Estate Asset Management Business

OnJuly 1, 2009, Daiwa Securities Group Inc. acquired all the shares of K.K. daVinci Select Holdings, the asset management company of DA Office Invest-
ment Corporation (hereafter, “DAO"), and took on a third-party allotment by DAO. In conjunction with this action, the name of daVinci Select was
changed to “Daiwa Real Estate Asset Management.”

The acquisition of this company brings a J-REIT asset management company under the umbrella of the Daiwa Securities Group, and the Group has
entered the real estate asset management business.

Going forward, the Group will utilize its capital procurement capabilities to strengthen DAQ's financial position. In addition, the Group will leverage
its real estate-related information to the fullest in acquiring suitable properties, aiming to establish a system that ensures the continued supply of superior

real estate investment products to the market.

Daiwa Real Estate Asset Management

TOPICS 2 —Entrance into Asset Management Business in India

On March 29, 2010, Daiwa Asset Management and Daiwa Securities Group Inc. announced that they would acquire from Shinsei Bank Limited
and other shareholders all the shares of Shinsei Asset Management (India) Private Limited (hereafter, “SAMI"), which conducts an asset manage-
ment business in India, and of Shinsei Trustee Company (India) Private Limited (hereafter, “STC"). SAMI and STC will become wholly owned
subsidiaries of the Daiwa Securities Group subject to necessary approval from regulatory authorities and the central bank in India. The Group has
two major goals in making these acquisitions. One goal is to make an entrance into the rapidly growing Indian domestic asset management business.
The other goal is to enable Japanese investors to participate in the high growth of India’s economy by reinforcing and enhancing the Group’s

product supply capability.
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Systems and Research

Daiwa Institute of Research Holdings

Daiwa Institute of Research Holdings is the intermediary holding company, whose main operations are handled by Daiwa
Institute of Research (hereafter, “DIR”) and Daiwa Institute of Research Business Innovation (hereafter, “DIR BI”). DIR
and DIR BI provide research, consulting, and IT systems support services.

In addition to supplying companies in the Daiwa Securities Group with macroeconomic research information and IT
systems support, DIR is responsible for synthetic consulting services for the Group. Its research division carries out
research and analysis of the economies, markets, and industries of Japan and other countries utilizing a global network.
Group companies distribute the results of those efforts as investment information for their own use and for the use by
customers. Based on professional knowledge and experience, DIR’s consulting division proposes solutions for a wide variety
of applications, including management strategies, business evaluations, personnel systems, and financial strategies, and
supports the implementation of the proposed solutions. The IT systems division provides Group companies with total
system services, covering building, maintenance, and operations for an information system so large in scale that it could
be termed social infrastructure. The division’s responsibilities include system engineering, maintenance, and operations.

DIR BI operates an information system business, providing system consulting, IT system integration, and other services

to customers outside the Daiwa Securities Group.

Basic Growth Strategies

» Daiwa Institute of Research

Based on its accumulated research know-how, the research division will redouble its efforts to offer reports
that are highly assessed by the market. The division will also promote its suggestion of activities aimed at
stimulating the financial and capital markets, with the goal of increasing the company’s presence in the
market. In addition, to support the Daiwa Securities Group’s drive to strengthen its Asian business, the
division plans to expand its research organization and make progress in enhancing the quality of its work
regarding the capital markets and macroeconomics of China, India, and other countries in Asia.

The consulting division will strengthen its support activities, particularly for Daiwa Securities CM’s
investment banking operations. For that purpose, the division will increase its collaboration within the
Group, reinforce its operating base, enhance its services, and push forward with proposals for investment
business in Asia.

The IT systems division will strengthen its cooperation with Group companies, such as through the
creation of a system for the Group’s Internet bank aimed to begin operations in FY2011. The division will
also build global systems for SOR*, derivatives, foreign exchange, and other trading systems as well as an
overseas companies network. Pursuing greater cost efficiency, the division will “promote development of
in-house middle-back office systems”, “optimization of the scale and location related to data center func-
tions,” and “reduction of system building costs and time.”

* Smart Order Routing

» Daiwa Institute of Research Business Innovation

In order to achieve sustainable business growth, DIR BI plans to build stronger relationships with its custom-
ers as well as to strengthen its competitiveness by expanding its product lineup and enhancing its consulting
services. Moreover, DIR BI will work to reinforce its business base by improving the quality of IT system

development and operating services as well as by implementing business reforms to boost cost effectiveness.
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