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Market Environment Population and Demographic Trends

p» Rental Housing versus Owned Housing (in Japan)

The proportion of rental housing in Japan remains at a constant level.

Number of Housing Starts (FY2023) Rental housing Housing Stock (2018) Rental housing

40% of housing starts were for rental housing 42.5% One-third of people in Japan live in rental housing 35_6%
340 19.06

thousand units million units

800
thousand

units per year

53.61

million units

Owned housing Owned housing

97.5. / 64.4.

459 34.55

thousand units million units

Source: “Housing Starts Statistics FY2023”, MLIT

*Unknown data is included Japan (survey conducted every five years) *Unknown data is included

p Trends in the Number of Housing Starts in Japan

Source: “2018 Housing and Land Survey, Ministry of Internal Affairs and Communications”, MIC,

Irends in'the Number of Rental and Owned Housing Starts R eZR R WA 0 CERER (RTINS

Owned housing starts } Number of

I Rental housing starts housing starts (total)
(Thousands of units)

1,400

1,200

1000 _ 987 sgo 920 974 946 952 . 865 860
841 617 536 547 536 562 812 800
551 572 522 549 535 513
527 509 459

819
a0 | 775
463

600
400

200
(%)

0
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Source: “Housing Starts Statistics”, MLIT

Trends in the Number of Rental Housing Starts

FY2023 was 2.0% decrease from the previous year.

*Percentage of rental housing starts *Unknown and residence for employees are exception.

(Thousands of units) Rental housing starts
(2]
750 5 g
June 2007: Enactment of the = £
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2001-2008: Supply of new housing stayed at / \ -
an average of 460 thousand units per year

01 ’02 °03 '04 05 ’06 °07 08 ’'09 10 11 12 13 ’14 ’15 16 17 ’18 ’19 ’20 '21 ’22 °’23 V)

Source: “Housing Starts Statistics”, MLIT
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p Forecast for Population and Total Households

The total number of households is expected to remain roughly at the same level.

e |t is forecasted that the population will decrease from 126.15 million in 2020 to 104.69 million in 2050, a
decrease of 17.0%.

e In 2024, the estimated number of households was reviewed, and the rate of decrease will slow down. It is
estimated that the total number of households will be 57.73 million in 2030, reaching its peak, and decrease to
52.61 million in 2050 (a decrease of 5.5% from 2020). The number of single-person households will continue to
grow until reaching its peak at 24.53 million in 2036, then start to decrease slowly.

* The number of persons per household is estimated to decrease from the current level of 2.2 to 1.9 in 2050.

Trends in Population and Total Households (actual data and forecasts)

It is expected that the number of households will reach to its peak by 2030, and then decline gradually.
[ populaton —@— Total households

Households

Population (unit: millions) (unit: millions)
150 75

12557 12692 127.76 128.05 127.09 12615 12326 12012 11664 112.84 108.80 104.69
o " ! : ' 60
9 ® 55.70 45

51.84 5333
4678 49.06

o | 4390 46 30
30 15
0 0

'95 00 05 10 15 20 25 '30 '35 40 ‘45 50 (vew

Sources: National Institute of Population and Social Security Research,
“Population Projection for Japan (2023)", “Household Projection for Japan (2024)”,
Japanese Statistics Bureau "Resullts of the 2020 National Census"

The number of persons per household is decreasing

(People/Household)
3.5

3.0

25 194 193 192

20 O—e—0o——o—eo—o

1.5

1.0

0.5
0.0 Il Il Il Il Il Il 1 1 1 1 1 1

‘95 ’00 '05 10 15 20 25 ’30 '35 ’40 45 50 (Year)

Sources: National Institute of Population and Social Security Research, “Household Projection for Japan (2024)”,
Japanese Statistics Bureau "Results of the 2020 National Census"

Trend in the number of single-person households and couple households (actual data and forcasts)

The number of single-person households will remain on the almost same level after 2030

—@— households --@—- Estimated total households five years ago —@— single-person households —@— households only for couples

e,
5 57.27 57.73 57.26 56.08 54.41
60 51.84 53.33 55.70 ® ®

49.06

52.61
46.78 @ ¥ @ ®-----e----._9-.____

50 | 43.90 5411 5348 5231 50.75
40
30 2006 24.04 2450 24.42 23.90 23.30

21.15 o— ®
18.41 - —0
2 11.23 12.91 14.45 %8
10 @ L L ————0—0—0—¢
10.75 11.16 11.35 11.24  10.99 10.68 10.33

761 883 963 1024 9.55

'95 '00 ‘05 10 15 20 25 ’30 '35 40 '45 ’50 (vean

Sources: National Institute of Population and Social Security Research,“Household Projection for Japan (2018 and 2024)”,
Japanese Statistics Bureau "Results of the 2020 National Census"
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Market Environment Population and Demographic Trends

p Forecasts for an Aging Society

The population of healthy and active seniors is projected to grow.

e The National Institute of Population and Social Security Research forecasts that between 2020 and 2050 the
number of households headed by a person aged 65 or older will grow from 20.97 million to 24.04 million, an
increase of approximately 14%.

e Most people would imagine that an aging society means a high percentage of people in need of nursing care—
but we don’t see it that way.

e |n 2018, 81.5% of households consisted of healthy members with no disabilities, while households with
members requiring nursing care accounted for less than One-fourth of this: 18.5%.

e Assuming that this percentage does not change significantly in the period up to 2050, the number of households
of healthy seniors living by themselves in rental housing can be expected to increase by 2.07 million.

Number of Senior Households (aged 65 or older) Increase in healthy households

18.54 million

households Increase of

2.07 million
healthy senior
households

9.94 million

Non-rental housing households

(Sources of basic numbers)
“Household Projection for Japan (2024)",
National Institute of Population and

4.48 million Social Security Research,
households “National Census 2018”, MIC,

2.40 million More than  “Comprehensive Survey on Housing
households 4.4 times  and Living Environments 2018, MLIT

(Calculation condition)

Percentage of households living in

rental housing = 22.88%

Percentage of healthy senior households

Result in 2018 Forecast for 2050 = 81.47%

Healthy
households

Households requiring
nursing care

=)
=
7]
=
=]
=
[x]
S
o
<]
[

548 thousand households 11019 thousand households

e The number of people aged 65 or older living alone is on the rise and is predicted to continue to increase.

Trends in senior households (those aged 65 or older) living alone (actual data and forecasts)

Number of senior households(million)

12.00
1075 1084

10.41

10.00

8.00

6.00

4.00

2.00

0

95 ’00 ‘05 10 15 20 25 ’30 '35 40 '45 50  (Yean)
Source: "National census",“Household Projection for Japan (2024)”
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p Trends in Foreign Residents in Japan

e |n Japan, there are concerns about a long-term decrease in population and the shortage of productive workers.
Under these circumstances, there is an expectation for accepting foreign workers to secure the workforce.

e The number of foreign workers was 2.04 million as of the end of October 2023. This is about 2.9 times as much
as 0.71 million in 2013.

e The number of foreign residents was 3.22 million as of the end of June 2023 increased 4.8% y-on-y .

e Both the number of foreign workers and the number of foreign residents hit record highs. The number of foreign
residents is expected to continue to increase in the future.

Trends in the number of foreign workers

Number of foreign workers (million) 2.04

2.00
1.82
1.65 1.72 1.72
1.60 1.46
1.27
1.20 1.08
0.90

0.80 0.71 0.78

0.40

0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 (vean)
Source: “State of Notification of Employment of Foreign Workers” (end of October 2023), MHLW

Trends in the number of foreign residents

Number of foreign residents (million)
3.50

2.93 2.96
3.00 273 2.88 2.82
2.56

3.22

2.50 2.38
2.06 212 2.23

2.00

1.50

1.00

0.50

0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 (vear)
Source: "Changes in the number of foreign residents by nationality and region"(end of June 2023), MOJ

Trends in the number of foreign population

Number of foreign population(million)

8.00

7.00 6.61 =

6.00

5.00 | |

4.00 3:38 H F
300 275 L] | B

2.00 1.56 1.68 178 [ | 4 - | | 4 b

100 [ = | |2 | 1 B H | | & | H L

0
‘95 ’00 ’05 10 15 20 25 ’30 '35 40 '45 ’50 (Year)

Source: National Institute of Population and Social Security Research “Population Projection for Japan (2023)", "National Census"

DAITO KENTAKU GROUP FACT BOOK 2024

14

——
[=
]
£
=
o

=
=
=

Ll

-
[*)

=
—
C

=




-
[=4
]
£
=
o

=
=
=

L

-
()

x
—
C

=

Market Environment Legal / Political

p Amended Inheritance Tax Law in Effect as of January 1, 2015

LGRS RGN ER G Eage | Tax rates will be refined from six to eight stages and the amount of basic exemption reduced

Previous taxation
(until December 31, 2014)

Current taxation
(from January 1, 2015)

Tax rate

60%

More than|
300 million yen

50%

300 million
yen or less

40%
100 million
yen or less

Tax rate structure 30%

50 million
L yenorless
30 million
20% a0
10 milion Y1 1SS
/en or less

10%

6 steps

0%

Taxable value after basic tax exemption

Tax rate More than

600 milion
60% e

600 million

Jen orless
300 million
50% [ o T T T T T T T T T T T el o7 I
200 milion
yen or less|
40%
100 million
yen or less
30%
50 million
o™ less,

o, milion

20% [——eroresT—
10 million
lyen or less’

10%
8 steps

0%

Taxable value after basic tax exemption

Standard tax deduction:

50 million yen...D

Proportional tax deduction based on the
number of legal heirs:

10 million yen x number of legal heirs...2)

Basic tax
exemption

Standard tax deduction:

30 million yen...®

Proportional tax deduction based on the
number of legal heirs:

6 million yen x number of legal heirs...®

(Scenario: Value of inherited property is 500 million yen
and number of legal heirs is two)

Basic tax exemption

=@ 50 million yen + @ 10 million yen x 2
Example =70 million yen...®

Amount of Inheritance Tax Paid per Capita

= (500 million yen — @ 70 million yen) + 2
=215 million yen Tax rate: 40%

(Scenario: Value of inherited property is 500 million yen
and number of legal heirs is two)

Basic tax exemption

= @ 30 million yen + ® 6 million yen x 2

= 42 million yen...®

Amount of Inheritance Tax Paid per Capita

= (500 million yen — ® 42 million yen) + 2
=229 million yen Tax rate: 45%

In this example, the tax rate will rise from 40% to 45%.

B Trends in the Number of People Subject to Inheritance Tax / Tax Revenue

People subject to inheritance tax in 2014
(number of deceased persons in 2014 1.27 million)

56 Thousand people (4.4%)

”f”"“’gsoc’f ven) Amended Inheritance Tax Law

L o4
. i |

People
subject to
inheritance
tax

revenue

2014 2015 2021 2022

Source: The Report on the declaration for inheritance tax by the National Tax Agency 2014 to 2022
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The number of inheritors in 2022

(The total number of deaths in the year: 1.56 million)

T RTer R TIeT

150 Thousand people (9.6%)

Inheritance tax
revenues

201% from 2014
115% from 2021

p Status of Inheritance Taxation by Region

SEOSTT R EE R EGHEREVE | Many of those taxable are in the Kanto region, especially the Tokyo metropolitan area

(Thousands of people) Deaths —(@— Ratio subject to inheritance taxation (%)
500 (18.8) 20
400 16

438.6 (357.8)
300 = = 12
200 6.0 . . 6.5 8
162.7
100 R ] ] ) ] ] 1724,
. 103.7
91.5
69.0 52.0
% THokkaido  Tohoku Kanto Koshinetsu/  Tokai Kinki Chugoku  Shikoku  Kyushu/
[Tokyo metropolitan area] Hokuriku Okinawa

Source: Demographic Survey for FY2021 by Ministry of Health, Labor and Welfare, The Report on the Imposition of Inheritance Tax FY2021 by Regional Tax Offices

SEHOMORENCGE LTS A higher payment rate can be seen in Kanto area (Tokyo metropolitan area).

(Billions of yen) Amount of tax  —@— Ratio of taxes paid (%)
10,000 20
8,729
(8,059)
8,000 16
6,000 12
4,000 8
2,000 E - - E 4
' 1,172
425 671 816 773 426
% THokkaido  Tohoku Kanto Koshinetsu/  Tokai Kinki Chugoku  Shikoku  Kyushu/ 0
[Tokyo metropolitan area] Hokuriku Okinawa

Source: The Report on the Imposition of Inheritance Tax FY2021 by Regional Tax Offices

p Trends in Tax Revenue

N REYE AR Tax revenue in Japan is increasing due to economic recovery and a raise in the consumption tax.

(Trillions of yen) Others 8%
75 (5.6 trillion yen)

Gasoline tax Consumption tax
3% ﬂ 34%
70 71 (2.0 trillion yen) (28.8 trillion yen)
69 69
Inheritance tax
65 of 5% g

FY2024
Tax Revenue

(8.2 trillion yen)

B 60 Corporate tax —— BUdget
24% . Breakdown
(17.0 trillion yen) (69.6 trilion yer)
55
Income tax
) 26%

2020 2021 2022 2023 2024 )

(estimate)  (budget) (17.9 trilion yen)

Source: "General Account Budget" Ministry of Finance Source: "Tax and Stamp Revenues FY2024" Ministry of Finance
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Market Environment Legal / Political Needs

p Tax Advantages in Constructing Rental Housing: Inheritance Tax p Reasons for Land Utilization

Lowering the amount of inheritance tax is the most effective way to conserve
the asset value passed on from parents to children.

In Japan, a large bulk of inheritance comes in the form of real estate—mostly land.
Dealing with inherited property therefore involves dealing with real estate and
making effective use of land.

The main reason our owners want to utilize land is to make effective use of their inheritance.

Breakdown of Assets Subject to Inheritance Tax Purpose of Land Utilization

Others
Others

115 5.2

Unsure about
continuing
farming

9.9

e |f rental housing is constructed on the land, the land leasehold rate x the house leasehold rate will be deducted
from the appraised value of the land in inheritance tax appraisal value. In addition, the house leasehold rate will be
deducted from the cost of construction x 60% in appraising the value of the building (fixed asset tax appraisal).

e The inheritance tax rate will also incrementally decrease along with the lowering of the inheritance tax appraisal
value amount, which together will lead to a significant reduction of inheritance tax (see page 17 for details).

Ways to Lower Inheritance Tax Appraised Value and Protect Assets

Before implementation

Approx. 38- 0%

of inheritance is
real estate

After implementation Deal with

inheritance

36.5-

Securities

Rental housing
constructed

Appraised value of land
Land assessments: 100,000yen
Land area: 1,000m

100 million yen

82 million yen
100 million yen x (1 —= 60% x 30%)

(Land assessmentsx(1-Land leasehold ratexHouse leasehold rate))

32.5

Cash, savings Houses,
and deposits structures

Make
effective
use of
idle land

10.8-

Secure stable
income

Deal with land

\ ownership tax

42 milli
100 million ly‘:: xlfg)l“}o !ﬁn— 30%) 34.9% 5-5% 30-1 % 1 1 -5%

Appraised Value Of bUIIdlng 0 yen (Construction costsx60%=Appraised value of fixed assets)
60 million yen x (1 — 30%) Source: Annual Statistics Report, National Tax Agency (2022) Source: FY2023 Daito Trust data
(Appraised value of fixed assetsx(1-House leasehold rate))
Debt payable 0yen -100 million yen » Rental Housing Management
Inheritance tax 100 million ven 24 millionyen i i
appraisal value amount " B el Many of owners outsource management of rental housing to proffessional company.
' ® 62.6% of rental housing owners own sub-lease property.

‘ B e e e ‘ * 81.5% of rental housing owners who does not own sub-lease property outsource all or part of management

work to professional lease management company.

p Tax Advantages in Constructing Rental Housing: Fixed Asset Tax

Management of rental housing except sub-lease real estate

i
<)
£
s
e
=
(—
Ll
®
Presence/absence of sub-lease property =
(1]
=

-
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]
£
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Constructing rental housing will lead to a reduced fixed asset tax, thereby providing

an advantage in terms of annual cash flow.

All of owned
property

None of owned

Self-management

18.5

Management is
completely
outsourced

property
e Both the land and building used for rental housing will be subject to a fixed asset tax deduction. Specifically, 37 40/ 28'2%
[ ] 0
“housing land of 200 m? or less (small-scale residential land) will be taxed at 1/6 of the standard tax rate.”
e The threshold of 200 m? is applied with respect to land space used per house or unit. So, regardless of how
large the land space is, building rental housing on it with a sufficient number of apartment units can lead to a
reduction in the fixed asset tax to 1/6 of the standard rate. Management is
Less than More than partially
. 50% of owned 50% of owned \___Outsourced
Ways to Reduce Fixed Asset Tax property property
: 53.3
Vacant land Rental housing constructed 12.6-, 12.6..
Land area: 1,000 m? Land area: 1,000 m?
Appraised valgg of fixed assets: Appraised valge; of fixed assets:
60 million yen _ 60milionyen Reason why people chose sub-lease contract Reason why people entrust management works
Acquisition value of the building:
80 million yen i :
Land leasehold rate: 60% 1  To save the all management task 48.3% 1 Igr?t\;g:g trouble accompanied by the lease 52.2%
. 840 thousand yen 140 thousand yen
Fixed asset tax (land) 60 million yen x 1y_4% 60 million yen x 1. 401 < 1/6 2  To secure stable income 47.5% 2  Having no proffessional skill or expertise 50.2%
. _— 336thousand yen o, idi 0
Agree t d I Entrustment of rt for building troubl
Fixed asset tax (building) 0yen 80 milion yen x 60% x 1.4% x 1/2 3 gree to good proposal 26.3% 3 ntrustment of support for building trouble 44.3%
Fixed asset tax (total) 840 thousand yen 476 thousand yen 4 To save the labor as much as possible 25.9% 4 To avoid trouble with tenant 40.8%
5  To save the labor, even just a little 23.6% 5 Having no time for management 40.3%

h

‘ Annual tax savings of 364 thousand yen

Source: Questionnaire about rental housing management task(December 2019),MLIT
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Market Environment Economic

p Trends in Interest Rates p» Rebuilding project are increasing

Number of buildings over 25 years old will increase rapidly.

G0 BRI R ELEES Y Interest rates in Japan remain at roughly the same low level.

Number of rental housing units under management over 25 years old

[] over 25 years old M over 35 years old

(Thousands of units) 700

0 Total rebuild ratio®!

: 30.1-

500

{
\' \
Daito rebuild ratio®?
5 A
R\ * 4.53 - - 6 Zly
\ -

4
3 300
220 Japan national rebuild ratio*3
2 > ‘v 1.94 200 200
— 3.4
1 —_ ,-r"/\/v %
111
100 FY2023
\_ —~ \ 0.30 100
0 . . -
34 31 Number of orders received for rebuilding APT /
2001 2005 2010 2015 2024 (vear) 3 Total number of orders received
- 32 Number of orders received for rebuilding APT
built by Daito / Total ber of ord ived
Sources: Bank of Japan, Japan Housing Finance Agency J;\pan Housing Long—term prime Basic loan rate 2023 2028 2033 2038 (vean %3 “I:“ous%g aétgns gtzﬁr;:;g”’e’rvlcinc_) raers receive
FREDe Economic Data, The Bank of England Finance Agency lending rate Source: Daito Group Data
Mortgage rates in US Mortgage rates in UK
The effects of rebuild
£ p Trends in Rent e Property owner can expect stable rental income over the long term. E
£ - G £
S e Improve the efficiency of land asset utilization. S
T T
= . — . . e Allows for effective use of the land while also enabling it to be passed on to the next generation. z
= Trends in Rent by Building Footprint Change of house rent fee in each country =
[ [
= . . . . ~3
s Rent in Japan is on the upward trend. Other countries are showing an upward trend. &
= Rebuild home and store Rebuild home =
(Yen) (Yen)
90,000 120,000 115,878
81,783 H H
80,173 110,000 106,775 105,169 114,732 - ot - Home foan
80,000 78,455 78,758 ’ o - and rental housing - repayment funds
+ +
Funds for Stable income
R = =0
70,363 100,964
69,628 69’994 69,261 Property owenwers can expect profitable business over Rental housing income can also be used to pay off
70,000 the long term due to income from both the new store the mortgage on the home. It could also be converted
90,000 and rental housing. into a two-family home in the future.
87,770 \ ) \ )
59,954
59,384 ’ 80,000
60,000 57,.7%/.\58??/—0
Rebuild of commercial property Rebuild an old rental housing
51,485 70,000
’ 50,715
49,421 09% 61,963 A
50,000 61,149 60,423 ’ Increasea ncoms
60,000 — o ———© - and expansion
business models Disaster risk
| | | | 50,000 | | | avoidance
40,000 , :
2003 2008 2013 2018 (vear) 2008 2013 2018 (vea) R -
Floor area of 20 m or less 30-49 m? Japan us UK Combining commercial use and residential use improves Rebuilding brings various effects such as most efficient
—@— 50-69 m? —@— 70-99 m? profitability of owner's rental housing business. use of land to maxmize the floor area ratio and
increasing income and preparing for earthquake.
Source: Housing and Land Survey, MIC Source: Japan: Housing and Land Survey, MIC
\ J . J

US: United States Census Bureau, “American Housing Survey”
UK: Office for National Statistics “Inflation and price indices”
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Market Environment Construction Industry

p Trends in the Construction Industry in Japan

Trends in Labor Costs Rising labor costs in all types of work, notably in Tokyo in the Kanto region

Labor costs have been increasing because of an upward trend due to rising material

and fuel costs and the number of workers has been on the decline due to aging. Rebar placers i ynpern Shuttering carpenters wnrperor
40,000 40,000
38,400
35,500
: - _ 30,000 30,900 30,000 30,000
NI R R T AT G S PR 2SS )RS Declining number of construction workers 27000 30,000
26,200 25,800
105 105
105
20,000 20,000
2018 2019 2020 2021 2022 2023 2024 Y 2018 2019 2020 2021 2022 2023 2024 V)
100
Electricians wnit: yervperson) Interior finish carpenters wnit: yenperson)
* 35,000 35,000
% 30,000 30,100 31,300
30,000 29,400
o5 26,100 29,300
25,000 24,300 27,100
24,100
80 25,000
2008 2011 2014 2017 2020 2023 (Year) 20,000
—@— Total number of workers —@— Construction workers
Source: “Labor Force Survey: Long-term Time-series Data”, MIC 15.000 20.000
2018 2019 2020 2021 2022 2023 2024 (V) 2018 2019 2020 2021 2022 2023 2024 (Y)

—@— Miyagi Prefecture —@— Tokyo —@— Osaka Prefecture —@— Fukuoka Prefecture

e b
= — A L . . . . ; [
2 N R L R R ST g W 1 SGIE | Rising proportion of aged workers, dropping proportion of young workers Source: Public works labor costs, by MLIT 8
S S
= =
2 5 2
= 40 =
[}] [}]
x : : =
5 W T L E R IR e PAPA TS L= ) ES - Construction material costs remain high despite a lull in upward trend. S
0,
-« — — 35.98% seest
34.26% 34.14%
33.68%
. ° Wood Steel and others
30 32.22% 31.88%
o o —— 31.14% .
.86 29.729 300 200
28.21% 28.65% 28.86% N
250 //—\ 165.3
20 150
200
1 s.;;-%\"_—_.\.__ N ° 134.5
17.11% 16.44% 9 16.69%
16.11% 16.57% .69%
150 143.1 b 108.6
10 13.04% 138.4 100
11.36% 10.69% 11.04% 11.79% 11.59% 122.2
100
50 50
2016 2017 2018 2019 2020 2021 2022 2023 (Fy) 2016 2017 2018 2019 2020 2021 2022 2023 (FY)
0 h
2008 2011 2014 2017 2020 2023 (vean) Plywood = Millwork Engineered wood Small steel bar Paving material Eg%scflleytglxed
c 30 years old or younger - 30 years old or younger - 55 years old or older c 55 years old or older

(all industries) (construction industry) (all industries) (construction industry)

Source: Corporate Goods Price Index, Bank of Japan

Source: Labor Force Survey, MIC
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