Report of the Month

Report Watch €.com April 2007
Daiwa House Report Rating: * % x (%)
Osaka, Japan (Rating scale overleaf)

Profile (Excerpts, as defined in the annual report)
For the past fifty years the Daiwa House has

worked closely together with its customers and
society as a whole to create more enjoyable,

more fulfilling living environments... Co-

creating value for individuals, communities and
Dai\zc\:% I:jlguse.y_-, people’s lifestyles, the Daiwa House has three
main business domains: Housing, Business
and Life. The Endless Heart symbol is shared
by our five main... businesses: Housing,
Heart goes on > Commercial Construction, Resort Hotel and
Sports Life, Home Centers, and Other

Businesses.

Revenues: Yen 1,528,983 million
Report Facts

_ Net income: Yen 45,184 million
Company name: Daiwa House Industry Co., Ltd.

Fiscal year end: March 31, 2006 Earnings per share: Yen 81.88

Report title: Heart goes on Return on equity: 8.21%

Chairman and CEO: Takeo Higuchi Return on assets: 3.19%

Number of reports (Received): 1 (Source: annual report 2006 only —figures not found through a
Volume: 150 report scan are considered NA. All figures for fiscal year 2006)

Auditors: Deloitte Touche Tohmatsu
Designers: Corporate Branding Office, Daiwa
House; Nippon Arts; and D & Join

E-mail: zaimu@daiwahouse.jp
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Report Rating: * % (%)
Strongest

> Four messages from the top: one statement from the Chairman to all “Stakeholders”, one from the CEO, one
from the COO, and one from the CFO.

> A number of annuals feature a CFO statement or an endorsement that goes further than post-enronish Sox lip
service. This one goes beyond: a standing CFO explains the links between the statements and the rationale
behind year-on-year changes on numerous statements’ items. The same CFO concludes in his shirtsleeves (see
Selected Page below) that he “will be completely committed to cash flow management and will aim to reach a
9% ROE.” Daring, not only by Japanese standards, but also compared with the fearful behavior now prevailing
across the boards.

> Cleverly put: the Business Portfolio comparing sales and market growth rates; and the relations between
statements.

Good too

> A real thread in a document designed with style and laid out with a concern for readability. Strikes a good
balance between visuals, texts, numbers, charts, tables, pictures.
> Charts and graphs put many figures in perspective, also for macroeconomic indicators.

> Future through Personal Pledges made as a portrayed message board.

Buts

> Although investor and shareholder information is not bad (see e.g. changes in foreign shareholdings over time,
compared with other Japanese listed companies), it still lacks a number of indicators and comments.

> The MD&A doesn’t go deeply enough.

> Corporate governance spreads over less than two pages.

> Etc.

To qualify for the Report of the Month, a report must deliver % % % (k) minimum. The rating scale is:
* %k k% Kk World-class - % x % x (%): First-rate - % % % x: Excellent - % x % (x): Fine - % % %: Average

* % (x): Uneven - * %: Ordinary - % (x): Deficient - x: Unsatisfactory - (*): Uncompetitive

The rating is based on ReportWatch internal desk research and does not take into account the independent Rating Panel’s judgment.

How does the company report in key areas? What are the main report pluses and minuses?
The Report Scan gives an overview of strengths and weaknesses, and scores each item.
Contact e.com@reportwatch.net
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Selected Page (p 38 of DAIWA HOUSE Annual Report 2006)

Aiming to Further Enhance the Group’s Value
through Cash Flow Management

‘W can take tha risks required for growhonly when we have a sourd firancial fourdtion

In fhcal 2005, urder the Medium Temrn Maragamerk Plan *Challergs 2005" the Cakva Howse Group Insasted
2 12l of arcured ¥100 bilion 0 commercial faclides ard athar real-esizia davalopmant busine:s, 10 ganats
firture cash flowes, and In W& and allarces, whichwil brirg syraigy 1o 1ha sdsting opamtions.

Diptin negthea frea canh flow far fiscal 2005 of 9173 billon, cur balance sheat shows that wa am mairkaining a
sound firanchal pasilon. The equky ratlo was 321%. This was far abowe the 2vemga of tha constuction Indusiny
125 2% ] and that of tha mal e indusny (28 1%, whidch are haavly depandart on lans

The Bark of Japan IFted the rer-nkemsi-roia poboy after an interval of fva yaars, and the Japaresa sconomy is
wtuming to rommal. This veny good rews Brus. Mow cur s mansgar il capabibties are baing cbed Into question.
To Impioys cash flows provided by operting aciiviies, it i iImparan o davalop compstkve ssoments through
compratansike portioba-basd manageman and concerted effors ta promote a stbagy 1o Improve efficiency
a3 3 ‘Group The sham sechange rergemanis InAugust 2206 batwean Dukva Housa indusiry and thiea Group
coimparkes, Dakwa Kasho Leasa, Cakva Rakuda industry, ard Dakwa Logistics, tuming them into wholly-cwnad
subsidiarias of Cakwa House Indhustry, will ansum e sffectivenass of an effidercy striegy for pooramsnt,
production, and disinbution. | babavsa the marger will halp improve cash fows prosided by cperating aciviles.

‘Wa arm aggrsivaly Investing ok orly Intangbla asats but alse inimangbka aswes sach as bands, technokogies
ard design capabikies, which will kelp creats carparsta

charscters ard bacomae & source of valus creation Wa

1hus comtinus 1o buld strengih farcha fitune.

Undsr tha naw “Endlass Heat" band, | will Improvs the

SIDUP's maragament siructurs and marain sound

firancial condkiors. &1 1ha sama tima, |wil ty 1o further

Improve cur corposaba valua thiough compraberalve

cash flew maragemsnt, takirg the affact of financial

keversgs Imio considation.

Tet=uji Cgawa
Esgrutivg ice Freskdont and CFO

3% Cuisn Howss Group
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