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Overview of Fusion10

» Daikin achieved its quantitative targets for FY2008 in FY2007, one year ahead of schedule,
and recorded the highest profit (¥128.1B) in its history (achieving 14 consecutive terms of
Increased profit)

» Facing the global recession triggered by the collapse of Lehman Brothers in September

2008, Daikin focused on business constitution reforms and achieving single-year
performance targets by executing 49 themes to generate short-term profit

» As the result, while many companies suffered from deficits amid deteriorating economic
conditions, Daikin maintained a level of profitability and achieved a V-shaped recovery of

performance in FY2010

FYO05 results FY10 results Ref.: FY10 targets
Net sales ¥792.8B ¥1,160.3B ¥1,900.0B
Operating income |  (8.4%) ¥66.5B (6.5%) ¥75.5B (10%) ¥190.0B
ROA 6.0% 1.7% 7.5%
ROE 13.1% 4.0% 15.0%
DVA — ¥0.5B - ¥17.8B ¥25.0B
A, +¥112.3B + ¥150.08
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(Ref.) Performance Trends
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Fusion 10 Achievements

< FY2005 > <FY2010 >

¥1,160;%VB% 7
1, Accelerated Global Development ey

Europe

Olncreased sales in the Americas and others in s R

addition to Europe, China, and Asia/Oceania - - e sim ]

= Group Overseas Sales Ratio \ psOceai o
46% In 2005 — 61% In 2010 (64% Air Conditioning) ofge(;/gfheriggz o 11881627

Net sales from 2005 to 2010 (Breakdown)

2. Promotion of M&A, Alllances and Partnerships

OAcquired O.Y.L. Industries to accelerate becoming the global No. 1 company in air
conditioning (2006)

-Obtained the global No. 4 Applied business (McQuay)
-Built a bridgehead in the North American air conditioning market
-Obtained low-cost production technology Etc.

OEntered into an operational alliance with Gree Electric Appliances of Zhuhai to expand the market for
inverter-driven air conditioners (2008)

Oﬁé%%lg)ed Rotex Heating Systems of Germany to fully enter the European heating market

OAcquired Nippon Muki to reinforce filter business (2009)

OEntered into operational alliance with Nippon Valqua Industries to expand the fluororesin
products business in China (2010)
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3. Expanded Environmental Business

OEntered heat-pump heating and hot-water supply business

-Rapidly launched Altherma in Europe: 3,000 units in 2005 — 37,000 units in 2010
OMarket development through open strategy for environmental technologies

-Inverter-driven RA has become the mainstream in China, the world's largest high

volume market
-Shipment ratio of inverter-driven RA in China: 7% in 2007 — 30% in 2010
-Sales growth of Daikin’s inverter-driven models:
130,000 units in 2005 — 380,000 units in 2010

4, Enhanced Profit Constitution

OEven in the midst of drastic economic changes triggered by the collapse of Lehman
Brothers, Daikin continued to strengthen its financial constitution and successfully
recovered growth in both revenue and profit generation in FY2010

-Generated over ¥100B in FCF by reducing inventory (3-year cumulative from 2008-2010)
-Improved break-even point ratio and interest-bearing debt ratio

2006 2007 2008 2009 2010
Break-even point ratio 79% FI 6% 86% 89% 82%
Interest-bearing debt ratio 399 \30%1 37% 35% 339

DAIKIN INDUSTRIES. LTD.



Becoming the Global No. 1 Air Conditioning Company

Phased growth
through a major
acquisition

AC Sales (mil$)

. Daikin‘CompanyA

*Daikin estimates
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Aggressive globalization
to rapidly capture demand
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> |l. Goals and Mid-Term Implementation Plan
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Fusion 15 Goals

Succeeding in the Paradigm Shift

To Become a Truly Global and Excellent Company

Become a company that pursues both scale and profitability, growth and differentiation, sophistication of
proprietary technologies and development of low-cost technologies and quality suited to new markets, and
a company that opens up new paths and continues to evolve by using change and crises as a springboard

EYZ015mage

€ Image of Group-wide goals: Net sales of more than ¥2,000B, operating income margin of more than 10%
(Quantitative targets will be finalized in 2013)

Core growth

| Acceleration of further i

\ growth through M&A !
A - - =
l \ ~ + 350 or morg Mgre than ¥2,090 3
Sales increase on a 150 or more Environment

scale of

¥1,000B
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+ 500 or more

Fmerging countries
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(incl. China)

Solutions

» Overseas sales ratio: From 61% to more than 70%
(Air conditioning: From 64% to 74%)
» Sales ratio of environmental innovation business:
From 13% to 25%+
 Sales ratio of solutions business: From 12% to more than 15%

e

FY2010 Net sales
DAIKIN INDUSTRIES . LTD.

Estimated net sales in FY2015
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Mid-term Implementation Plan (Quantitative Targets for FY2013)

Group-wide Targets

€ Set clear targets for the plan’s first 3 years and ensure
achievement to build a new growth foundation

2010 results 2011 plan 2013 targets 2015 image
Net sales | ¥1,160.3B| ¥1,310.0B ¥1,600.0B ¥2,000.0B+
Operating | (6.5%) (6.5%) (8.1%) 0%+
income ¥75.5B ¥85.0B ¥130.0B ’

*Assumed FY2013 exchange rates: ¥85/$, ¥120/€
B Execute challenging targets to accelerate building the growth foundation for the new era

OFY2011: New measures to offset the negative effects of the earthquake
(operating income of approx. ¥10B)
- Initiatives to meet nationwide needs for reduced power consumption and
reduce power consumption in heating equipment
- Global sales expansion by increasing production in the 2" half of the year
OFY2013: - Global demand creation globally for power-saving business
- Capitalizing on higher environmental awareness, develop markets for new
refrigerants, environmental chemical products, and energy-saving inverter-

driven air conditioners in emerging countries Etc.
DAIKIN INDUSTRIES, LTD. 10



Financial Targets

Investment Plan

Alliances, Partnerships and M&A

Set priorities and actively employ as a management option

*Revise capital cost ratio from 2011 (from 6% to 5%)

2010 results | 2011 plan | 2013 targets 2011-2013
0 0 o 3-

ROA 1.7% 3.6% 5% year ¥190B
ROE 4.0% 8.3% 11%
ECF 2008-2010
Byt cumlative) +¥112.3B +¥8508 ¥142.9B
DVA _¥17 8B _¥2 5B* ¥18.0B* OP?gﬁf— r;gjlosr:investments for
(EVA) -Increase production capacity in China

-Expand resin capacity in China & USA
-Air conditioning factory in Brazil

-HVAC in North America, combustion heating in Europe, local manufacturers and distributors
In emerging countries, acquisition of new technologies

DAIKIN INDUSTRIES. LTD.
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> ll. Group-wide Core Strategy Themes
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Eleven Group-wide Core Strategy Themes

=eetia biliggrgesiiolg el chietiplelaiion i ety welell ieid e Wt fleels to) e
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CONSISIENN CUIIPEHGIMING COMPENTDNS

. 4 New Growth Strategy Themes

1. Fully enter emerging markets and the high-volume
market

Develop solutions business that meets customer needs
Expand environment-related innovation business
Accelerate growth through alliances, partnerships, and
M&A

o

Il 4" Manaegement Constitution
Reform Themes

1. Innovate product development, production,
procurement, and quality capabilities

2. Strengthen global marketing function

3. Comprehensively develop capacity to utilize IT

4. Fundamentally reinforce profitability

Become a lruly Glohal andlExcellent Company

Il 3 Themes to Enhance
HR Capabilities

1. Implement and sophisticate People-Centered
Management

2. Accelerate measures to secure and develop quality
HR

3. Speed up management localization and promote
communication between Group companies

DAIKIN INDUSTRIES . LTD.
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Additional Themes in Response ...,
to the Earthquake

: > Unique Daikin initiatives to meet power-saving

! needs

i« Power-saving measures for this summer

: «  Enhance initiatives related to all types of power-

i saving technologies and products
(To be further substantiated and expanded)
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n Fully Enter Emerging Markets and the High-volume Market

@lnrandiienieg|shalleperavns ecused oRigiFendmakesindeyEIopENICOUNTIES,
S0 Orlof|iiZe Segafefiele) rilzleeis cijeline el aRvelte pelcet Wallen elre ige el vers

OiREEra
@ CIeanydErneNmearkeisiandiakeracionmmtiNnuieranuiBraZIthE HIGNESHGLIL

Russia/CIS . o (¥1billion)
Turkey <Growth of air conditioning markets>

25.0+ 2010-2013 | 2010-2015

(¥1billion) 7 0 1 50"' 7 0 1 7 0 Emerging AC market + 45% + 80%
3.0 - l Global AC market +20% + 40%
*AC market in emerging nations in 2010: ¥900B

Global AC market in 2010: ¥10,700B
(Daikin estimates)

Air Conditioning
Business

Market 100 — 120 — 150 Market 100 - 120 - 130

Middle East ] India

26.0+

27.0+ 61.0+ 17.0
§ 37 0+
10 Market 100u@l1ck — 205 Othfgfﬂ”gﬁgg'”g
Market 100 —»110—» 120 25 - D

13 15 1o 13 15 Market 1oo - 190 — 245
Market 1oo —>180 - 250 Market 1oo — 125 — 140 Market 100 — 130 — 155
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m Expand business in the fast-growing and largest RA high-volume market

<Market size> From ¥180B in 2010 to ¥320B in 2013

Today

- 2009: Started production of VRV and chillers at a new local factory
= 2010: Launched RA high- volume market model (Expanded sales more than 200% over 2009)

Key
Actions

RA sales target: From 120,000 units in 2010 to 370,000 units in 2013
OBuild distribution network: From 600 dealers in 2010 to 1,500—2,000 dealers in 2015
OExpand portfolio of locally produced products

Ducted PA in 2011, RA high-volume market model in 2012

Expand commercial business to capture infrastructure demand for
international events, etc.

<Market size> From ¥120B in 2010 to ¥230B in 2013

Today

- 2010: Established sales company (Fully commenced sales activities in 2011)

Key
Actions

OLocalize production to avoid tariffs and reduce lead time
2012: Start production at a leased factory (Indoor units for ducted VRV)
2014: Start full-scale operations at factory (VRV, AC for stores, chillers, etc.)
OCreate a team of sales experts to win large Applied projects
OEstablish service bases centered in Sao Paulo and Rio de Janeiro

m Expand distribution networks to increase sales at a pace that
exceeds market growth

DAIKIN INDUSTRIES. LTD.




ERNENCECEVElIopMERRSMaKennoNESEaCINUNCHERSHRIEACINCICZINERIoN

B Local HR leads rapid development of products that meet local needs

© Shift from a centralized development structure in Japan to a decentralized structure
with 10 global bases in 6 regions

-China (from 100 development staff to 300+), _ I ‘
Europe (from 50 to 100+),
Malaysia (about 100), North America (70) Designed in China Designed in Europe
-Newly establish development functions in ASEAN/Oceania,
India, Australia, Czech, and Germany in phases from FY2011
©@Enhance regional marketing research functions in 8 global regions

-Europe, China, ASEAN/Oceania, India, North America, Latin America,
the Middle East/Africa, Japan

Praczlre ofloeel iy g gfaclticiion geases for alcjfveltmmeelietpmocels

B Achieve cost competitiveness with local manufacturers by centralizing the
production of high-volume market models

©Build a major global production and supply system for inverter-driven RA for the high-
volume market

©Produce non-inverter models principally at OYLM (Malaysia)
DAIKIN INDUSTRIES, LTD. 16



E Develop Solutions Business that Meets Customer Needs

@WhilevealiznopreliteyancieasinginsialaionsiockanimeakeishohERE U UIpIMENISEIES) fant

aoeirleligle) slita-gellas Sapyica paiore duilceniaugeziiog o i soltitams ousiess oy 2008

@DEVE!Bprarselitions WUSINESSHNEAChITEBIonthAMEEISIBEaIEEHS

B Expand sales of Applied equipment that forms the basis for the solutions business

OcConvert all series to DC inverters to meet energy-saving needs
-High-efficiency, single-stage centrifugal chiller for standard market
(from Oct. 2011)
-High-efficiency, low-cost DC inverter screw chiller (from Apr. 2012)
-WSHP for high temperature (65°C) market (Nov. 2011)

OReduce costs by improving productivity at factories in North America

B Expand after-sales-service network globally
Increase service bases in North America to 100 in 2015 (100% coverage) 2,000

B Develop solutions business suited to each region
[Japan] Develop energy-saving solutions capitalizing on IAQ

technologies, e.g. humidity control and ventilation, in addition 1,000

to air conditioning and hot-water supply (over ¥140B in 2015)
[Europe] Develop new products compatible with new refrigerants,
net-zero energy buildings (nZEB), and smart grids (over ¥15B in 2015) o

DAIKIN INDUSTRIES . LTD.

Total net sales of
solutions business:
¥300B scale

Refﬂgera}on

Europe
China

North

America

Japan

2010 2013 2015
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Expand Environment-related Innovation Business

@BECOmME anEnviienmentalyAEauineCompanyayContiuinERoNnIlicaHoneR6hEl
envirenmeniaiNssies ane exnaneineNusINESS Iy anpIeaCHINGSUCANSSIESIES

OPROAUNIES

@EXpanuRENUSIHESS UomansTorEaNRG enuMoENaErsUppIillES N Environments
ielaiedNierechemicalipreulcisyent develepenviienmeniciNUSIESSHEMEGING
COUNRUTESHNE0UIERNGC EVEIGREAICOURLITES

1. Full-scale global development of heating and
hot-water supply business  ¥160B in 2015 l
B Expand heating and hot-water supply business in each region
-Europe: Develop products to serve detached houses and apartment
buildings
-China: Expand business in east, south, north, and mid-western China
B Expand new product line-up to capture demand even in combustion
heating market

-Hybrid products (combination gas boiler and heat pump), etc.

2. Environment-related chemicals business ¥100B in 2015 l

B Promote applications development of fluorochemical functions in
4 environmental fields:
(1) gases, (2) battery materials, (3) paints, (4) LCD
B Respond to new low-GWP refrigerants

DAIKIN INDUSTRIES . LTD.
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Total sales of
environment-
related business:
¥500B scale

New
Growth

Chemicals

Filters

Heating

2010 2013 2015
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3. Filter business  ¥100B in 2015 l

B Achieve the No. 1 position in the filter business centered on energy-saving filters
-Low pressure-drop, energy-saving filters that combine the design and processing technologies of
Nippon Muki and Daikin's PTFE technology (Launch in Aug. 2011)
B Expand sales of gas turbine filters (20% market share in 2010) to capture global demand

(From $1,100M in 2010 to $1,500M in 2015)

-Enlarge P&I business by utilizing opportunities arising from demand for infrastructure and

environmental regulations in emerging countries

4. New & growth businesses in the environmental era |

B Ventilation business

-Develop next-generation products for better air quality by combining environmental products such

as streamer and filters with core DESICA product for

humidity control and ventilation 2007 2010
B Sophisticate inverter technology China 7% 309D
-Launch inverter-driven air conditioners to comply with future Europe 20% 30%
environmental regulations in various countries Asia 6% 10%
-Participate in eco-town and smart-city projects by sophisticating USA 0% 5%
. Latin America 0% 2%
inverter technology

DAIKIN INDUSTRIES. LTD.

Inverter penetration by region
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n Enhance HR Capabilities Based on People-Centered Management

ASHEICOMPENONIE SECUIENH RINIENSIHES areune tEWEHE tHENDRIKIMNEIOUPNS
MEKINGICORNCEER I EHiOSIOISECUE UEVEI o Py anaidEpI oy AN RN IE Gl ErEnENaY,

MeKINoEERENCEMENeIERICARENIESHEISUPROMISINESS dEVEIBRMERIaN0
EXPENSIONIECoresiialeqy

Implement and sophisticate People-Centered Management,
a source of the Daikin Group’s competitiveness

©Further instill and sophisticate Our Group Philosophy and People-Centered Management
in the global Group

Accelerate development of measures to secure and develop quality HR
that go beyond past measures

©Enhance hiring capabilities capitalizing on Daikin’s global No. 1 AC brand
-ldentify talented HR worldwide and implement HR marketing to execute unique strategy
©Establish global career paths that attract talented HR

-Build a program to facilitate self-growth and HR effectiveness transcending countries or regions
©Create globally competitive HR and compensation systems
-Secure talented HR and provide local HR with opportunities to take on challenges

Speed up management localization and promote communication
between the head office and local bases

DAIKIN INDUSTRIES . LTD.

20



B Strategies for Existing Businesses (Air Conditioning)

@I ELreRE; Chingy anuPASEAN/GCEania WHEIE tETENS SRy HEW dEManULEChIEVE
furigefiefolin oy eltieariirle) aroeliict gastiolio cleleiezieliplef clisifotiten) fleiye

@I USAnUN AR HE e dEmenuNSTHEIn A ORE R BCEMEN, ANONACIEASENEIKED
Sl oy felgenle) snere)aalvile) cch e areliics cicf S Elele) ofe dosell Selles
CENABIINES

m Japan North America
- Increase PA & RA
(¥1billion) 330+ market share; expand 550+ 110 170+
260 air, ventilation & other 450 65
190 new businesses 360
10 13 15
Market 100 — 115 — 125
0 13 15 China
NEtctpiCS 1%135 350+ Expand sales of energy-saving
. 280 0 13 15 Applied equipment and ductless
Further expand Applied, Market 100 — 110 — 115 equipment, which are
heating, and 190 increasingly recognized in the
refrigeration market
businesses in addition ASEAN/Oceania
to ductless equipment 0 M3 1S
Market 100 — 125 — 145 170+ « Capture RA demand in the high-volume
100 140 market in Thailand and Malaysia
Expand business in all domains from * Develop new businesses such as

RA to Applied and heating; significantly
develop markets in interior regions

heating and solutions in mature

10 13 15 . .
markets (Australia & Singapore)

Market 100 — 125 — 140
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Strategies for Existing Businesses (Chemicals and Others)

Chemicals; BUsiness

ACUVEICTeaietEmaneene aITNeNIECOMEHECIGHAINN G NN EXBENEINEISAIESII

ClineraneiemereingicelnuIes iane devel epimoinenepplcauensImenvirenmentaNields
(Sales grewmmNem L8 BN 20 e 25 0B IM20 S Wit ant e pERuNg NN COMENaG I CIRLsY6H)

B Expand production capacity to support increasing demand in China and environmental fields

-Increase capacity at the current plant in Jiangsu, China (mass-production of fluoroelastomers
from Jan. 2013), etc.

B Expand business in China, which will grow into the world’s largest fluorochemicals market
(Market size: From ¥120B in 2010 to ¥227B in 2015)

-Expand sales of PTFE in such fields as chemicals, power generation, and infrastructure
B Expand gas business capitalizing on changeover to new refrigerants

B Create demand in environmental fields (solar cells, wind power generation, Li-ion batteries, etc.)

Other BUSINESSES

ORefrigeration: Launch energy-saving inverter model for marine containers; net sales of ¥40B in 2013
OQOil Hydraulics: Accelerate global development through full-scale local production in China;

net sales of ¥30B in 2013
ODefense Systems: Develop the healthcare field in addition to defense; net sales of ¥20B in 2013

DAIKIN INDUSTRIES . LTD. 22



2> V. Unique Daikin Initiatives to Meet Energy-Saving
Needs after the Earthquake

DAIKIN INDUSTRIES. LTD.
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Unique Daikin Initiatives to Meet Power-Saving Needs after the Earthquake

Olierpreducis ane Sysiems iancaplialZzer o BalkiSIURIGUE NEaYSaVIing
IECHNGIGUIESTIONMEE T pPEWEESEVING NEEAS) EUlil  CommItmMERNT e CSRIZS THEIN G N2

CONUIERING Companyianeicieaie poWeErEsaVIng Cemaneigiezlly;

1. Power-saving initiatives for this summer '

Daikin’s team of 200 experts offers a menu of diverse options to contribute to reducing power consumption

Demand control: Max. 30% reduction in power consumption by systematically limiting consumption using a remote
control or centralized controller

Ene-Tuning: Max. 20% reduction in power consumption through energy-saving VRV operation
Ene-Cut: Approx. 12% reduction in power consumption by spraying outdoor units with water

Zeffle: Approx. 12% reduction in the power consumption of air conditioners by reflecting sunlight with heat-insulating
paint Etc. *For further details visit www.daikin.co.jp/setsuden/

2. Enhance initiatives related to all types of power-saving technologies and products '

Generation Storage

Energy-savings & Controls Recovery

* Electrolytes for Li-ior\ |+ Heat-pump hot-water

* AC with power-saving function » Altherma: AC heat recycle
batterieS supply » Air Conditioning Network Service System || « Conveni-Pack: heat recovery
. Sr(])lart cell back * Ice-thermal storage to manage energy-saving operation
sheets

* Heat Reclaim Ventilation: heat
« Energy-saving tuning and demand control from ventilation

* Thermal insul%ting paint Zeffle, humidity
control DESICA

Establish total heat Develop energy demand controls for HVAC equipment that fully utilize exhaust heat from AC and hot water
solutions system  supply and ventilation heat. Save power and reduce energy consumption by controlling building heat loss.

Acquire all types of power-saving technologies through alliances, partnerships, and M&A, and create global demand
DAIKIN INDUSTRIES,LTD.
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Become a Company that Contributes to Society

Environmental contributions

@ Initiatives to mitigate global warming
» Reduce greenhouse gas emissions to 1/3 of 2005 level by 2015

(66% reduction)
« Reduce energy consumption through development of energy-saving products
and technologies

€ Activities to raise awareness of biodiversity

 Reforestation project in Indonesia: Reforestation with customer participation
and linked to energy-efficient air conditioner operation (From June 2008)

 Daikin Ales Aoya (training facility) project: Preservation and revival of sand
dunes and seashore vegetation, which are being rapidly lost

Community and cultural contributions

€ Daikin Orchid Ladies’ Golf Tournament (From 1988)

» The golf tournament aims to promote sports, further develop Okinawa,
and promote and revitalize economic ties between Okinawa and mainland Japan

€ Daikin Industries Foundation to Promote Modern Art

and support for the Kansai Philharmonic Orchestra
 Extensive support to promote art, culture, and music in Osaka

Employment & HR
€ Hiring people with disabilities across the global Group on an ongoing basis = e . =8
« Daikin Sunrise Settsu (95 employees), B - —

Daikin Air-conditioning (Shanghai) (64 employees) *As of June 2011 ——— o=
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Cautionary Statement Regarding Forward-Looking Information

This material is presented for information purposes only. Taking action based on this material
IS not advised.

This material (including the performance plan) has been prepared by Daikin Industries based
upon currently available reliable information. This information is subject to risks and
uncertainties, and Daikin Industries assumes no responsibility or liability for the credibility or
completeness of this material.

The reader should reach his or her own conclusions when using this material. Daikin
Industries assumes no responsibility or liability for any losses arising from investment
decisions that rely completely on the forecasts, numerical targets, and other information
contained within this material.

DAIKIN INDUSTRIES. LTD.
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