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SYLA TECHNOLOGIES CO LTD

(NasdaqCM: SYT)

Headquartered in Tokyo, Japan, SYLA Technologies operates a portfolio of real estate
assets, primarily condominiums in Central Tokyo, and owns and operates the largest
membership real estate crowdfunding platform in Japan named “Rimawari-kun”. This
platform aims to democratize real estate investments around the world through technol-

ogy and asset management, targeting individuals, corporate and institutional investors,
as well as high net worth individuals. The company is also engaged in other early-stage

businesses that focus on the sale of renewable energy related products.

COMPANY HIGHLIGHTS

*  Diversified Footprint: In our view, SYLA Technologies is building a diversified

portfolio of real estate assets in Japan. The company currently derives most of
its revenues from the development, management, and sale of real estate assets,
primarily in the Central Tokyo market. Throughout 2023, its SYFORME series
apartments saw occupancy rates over 99%. The company has recently entered
into new collaborations that will provide exposure to a wider footprint in Japan.

Executing on M&A Strategy: Over the next few years, we expect SYLA to ex-
ecute on a growth strategy focused on M&A to expand operations. The company
has recently acquired businesses to support new initiatives from solar energy
and Al-driven real estate brokerage services. Given macroeconomic challenges
in Japan, we see opportunity for SYLA to acquire promising complementary
businesses that can benefit from its stable financial position and leverage capacity.

Leading Crowdfunding Position: SYLA Technologies has also achieved a
leading position among Japanese real estate crowdfunding platforms in the
three years since launching its Rimawari-kun platform. We see the company
being well positioned to capitalize on favorable regulatory trends promoting real
estate investments in Japan. We expect this platform to provide fees from asset
acquisitions and asset management, which should enhance the company’s margin

(continued on next page)
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Key Stock Statistics

Recent price (6/4/24) $2.44
Fair Value Estimate $9.00
52 week high/low $8.74/$1.46
ADS outstanding (M) 30.4
Market cap ($) $74.2
Dividend (yen) 250.0
Yield 0.3%
Sector Overview

Sector Financial
Sector % of S&P 500 13.2%
Financials (as of 12/31/23, JPY)

Cash & Mkt Securities (M) 4,017.0
Total Debt (M) 23,449.0
Working Capital (M) 10,586.7
Current Ratio 1.9
Total Debt/Equity (%) 209.7
Payout ratio 5%
Revenue (2023, M) 22,743
Net Income (2022, M) 681.4
Net Margin 3.0%
Risk

Beta NA
Inst. ownership 0%
Valuation

P/E forward EPS 23.7
Price/Sales 0.5
Price/Book (TTM) 1.3
Top Holders

NA

Management

CEO/Chairman/Co-Pres. Mr. Hiroyuki Sugimoto
COO/Co-President Mr. Yoshiyuki Yuto
CFO Mr. Takuya Hanada
Company website https://syla-tech.jp/en

COMPANY SPONSORED REPORT. SEE LAST PAGE FOR DISCLOSURES.

ARGUS RESEARCH

COMPANY - 61

BROADWAY -

NEW YORK NY 10006



ARGUS

profile over the long term. As of December 31,2023 SYLA had
more than 279,000 crowdfunding members, which represented
an 18%increase over the prior year-end. We expect long-term
membership growth to be supported by key marketing agree-
ments, including with leader Rakuten, which features more
than 100 million members in Japan, and has provided more
than 25,000 of these members.

*  Growing Dividend: Although we anticipate near-term revenue
growth to be impacted by variability in timing from property
sales, we see SYLA’s prospects to expand a payout ratio to
approximately 30%, and increase profitability while return-
ing capital to its shareholders through share repurchases, are
underappreciated by investors.

* Healthy Financial Position: As of December 31 2023, the
company had 4.0 billion yen ($28.5 million) in both free and
restricted cash on its balance sheet, with an improved asset base
and working capital position following its 2023 initial public
offering (IPO) and Nasdagq listing.

* Fair Value: Based on our enterprise value (EV) to revenue
analysis, we arrive at a fair value of $9.00 per American de-
positary share (ADS).

COMPANY/INDUSTRY BACKGROUND

SYLA Technologies is a Japan-based property technology com-
pany utilizing a business model that enhances the real estate and
financial industries through the use of advanced technologies.
The company was established in 2010 to develop, construct, sell,
lease, and manage real estate, primarily investment condominiums,
targeted in attractive areas in the 23 wards of Tokyo and central
areas of Yokohama and Kawasaki that have historically shown
frequent turnover, consistently high occupancy rates, and rising
rental prices. Its SYFORME brand of condominiums are typically
within a 10-minute walk from train stations, boosting its attractive
profile. The portfolio has been diversified to include office build-
ings,commercial buildings, and, recently, more-nascent businesses,
including solar power plants and data centers.

As of December 31,2023, the company’s portfolio consisted
of 13 buildings and 267 houses, totaling more than 3,300 rooms
managed. In our view, demand for rental housing within the Jap-
anese real estate market is well positioned for continued growth,
as the country moves further past the COVID-19 pandemic. While
the coronavirus contributed to more people moving out of Tokyo
— the country’s primary office and residential income-producing
market — this market has since recovered. We note that Tokyo’s pop-
ulation recently reached an all-time high of more than 14 million
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residents, and in 2023, workers saw the highest wage increases in
30 years. We also expect demand trends to remain solid amid tight
supply, as the real estate development industry in Japan has seen
a decline of roughly 5% in new housing starts in 2023, according
to the Japanese government,

We view the Japanese real estate market opportunity as
attractive, as more investors begin to introduce more risk into
their asset portfolios, amid sluggish stock markets and protracted
periods of ultra-low interest rates on their bank deposits. We note
that the ratio of cash and deposits to total household financial
assets is much higher in Japan than in the United States, and his-
torically, household financial assets in Japan have lagged that of
the United States. Thus, we view positively the administration of
Prime Minister Fumio Kishida’s public goal of doubling Japan’s
asset income to encourage a shift toward investments and away
from savings, given the low interest rates.

Among the more attractive alternatives, the Japanese real es-
tate market, which has historically focused on the rental and sale of
properties, has seen rental yield spreads of 3%-5%, which we view
favorably compared with other major cities globally. We attribute this
to factors including cultural barriers and above-average weather-relat-
ed risks. As such, we see investor perceptions towards the Japanese
real estate market improving and attracting foreign investment.

Contributing to this favorable trend, in our view, is the prolif-
eration of online businesses and the trading of financial instruments
in Japan, especially among the younger generation. As of 2021,
internet banking had increased to being used by 66% of the popula-
tion, while 50% had conducted stock transactions online. However,
the percentage of Japan’s population that had been involved in any
real estate investment, including REITs, was 12.6% (compared with
44% in the US), none of which was conducted online.

We are encouraged by Japan’s regulatory environment that
supports a simpler and faster transaction process compared with
many global markets. Japan’s largely deregulated market enables
real estate transactions to be conducted electronically and com-
pleted in as little as two weeks.

Among the small group of investors in the real estate market,
opportunities had initially been restricted to corporations, institutions,
and high-net-worth individuals. In May 2022, laws allowing online
real estate transactions were passed, which we view as a key catalyst
toward the acceptance of crowdfunding markets for real estate that
appeal to smaller investors who are seeking above-average returns.
SYLA expects online real estate transactions to rise to approximately
30% of total real estate transactions over the next 10 years.

(continued on next page)

PEER COMPARISON

Recent  52-Week  52-Week Mkt Cap  1-yr Price 1-yr Rev 1 YREPS

Company Ticker Price (§)  High (8) Low ($) (SMIL) Change (%) Growth (%) Growth (%) P/ERatio Beta Yield (%)
SYLA TECHNOLOGIES COLTD  NasdaqCM: SYT 2.44 8.74 1.46 74 -67 3 63 16.6 NA 0.3
LEAD REAL ESTATE CO LTD NasdagGM: LRE 5.00 7.35 2.70 68 -19 22 2 17.9 NA NA
CREAL INC TSE: 2998 4435* 9070 2636* 25977 -33 55) 55 711 1.95 NA
AVANTIA CO LTD TSE: 8904 841* 920" 804 12024* 1 -1 NM 9.7 0.61 45

* Stock Statistics in Japanese Yen (M)
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According to the company, Japan’s real estate crowdfunding
market has grown rapidly from 1.3 billion yen (approximately
$8.7 million) in FY18 to 50.8 billion yen (more than $340 mil-
lion) in FY22, and it is expected to expand to around 1.5 trillion
yen ($10 billion) by FY26. Despite the early-stage growth cycle,
Rimawari-kun has more than doubled its member base since the
end of 2022. We view this growth, as well as the limited number
of public companies that currently invest in the space, as support-
ing the company’s long-term growth outlook by attracting global
investment capital. We also note that among its peers, only Creal
(listed in Japan) has completed an initial public offering to date.

We expect emerging competition in the space, with market
entrants including FundRise, whose 385,000 members represents
the largest U.S. real estate crowdfunding company; Creal; and
RealtyMogul, as well as Owner’s Book and Rimple, to support
the high growth potential for the global field.

Among these peers, we see SYLA as well positioned to
attract smaller investors through its crowdfunding model, while
companies such as Creal have focused on high-net-worth members
and more expensive properties and FundRise and RealtyMogul
focus on commercial properties and areas outside of Japan. We see
SYLA as uniquely positioned, given that it also develops, builds,
and manages properties, rather than serving only as a financial
intermediary. Under this model, we think that SYLA can achieve
greater profitability through rental income, as well as acquisition
fees, and more effectively manage risk than its peers.

INVESTMENT THESIS

To date, SYLA has primarily focused on the Central Tokyo market.
However, the company recently announced a mid-term business
strategy to accelerate its growth further through M&A. In doing
so, SYLA plans to seek companies with synergies with its core
business, with a robust supply chain to enable end-to-end real
estate development from start to finish, and competitors in new
markets or those with untapped potential in digital transformation
and technology.

In our view, SYLA has been executing on this strategy, forming
an alliance with RIBERESUTE Corp.,in which SYLA took a20.4%
stake and became its largest shareholder by acquiring 2,158,800
shares of RIBERESUTE stock. RIBERESUTE's asset portfolio is
located in areas outside of Tokyo, thus offering geographic diversity
to SYLA’s operating footprint. We believe the expanded footprint
will enable the company to consider the development of new prod-
ucts, such as mixed-type and larger scale residences.

In addition, SYLA entered into a collaboration agreement
with a private fund managed by U.S .-based BlackRock’s real estate
business in December 2023, which marked SYLA'’s first major col-
laboration with a U.S .-based asset management firm. The agreement
allows BlackRock aright of first refusal on investments in projects,
including SYLA’s condominium brand, SYFORME. SYLA sold
four SYFORME buildings to BlackRock under the agreement in
January 2024. Three of these were recorded in SYLA’s 2023 finan-
cial results, accounting for 26% of total revenues for the year.

To fully capitalize upon the healthy underlying industry
dynamics, SYLA has launched a new business model focused
on crowdfunding, whereby funds are collected from investors of

EQUITY RESEARCH REPORT

any size, with investments as little as 10,000 yen (around $70)
to be invested in real estate properties, whereby rental income
and sales proceeds are used to pay dividends. Under this model,
SYLA seeks to “democratize real estate investment” by making
the market accessible to more investors. In our view, the global
real estate crowdfunding market is poised to grow well in excess
of other funding markets.

As of January 2024, Rimawari-kun had approximately
279,000 members, while Rimawari-kun Pro, which consists mainly
of single-building sales to real estate operators but also provides a
service that earns brokerage commissions from matching sellers
and buyers, had approximately 1,800 user members. While SYLA
has been focusing on acquiring new members, we see the business
reaching a critical mass that will allow for more sales-focused
growth, starting in fiscal 2024.

Thus, we believe that the member base expansion will be
key towards the company reaching an inflection point where it
will meaningfully benefit from its enhanced ability to collect
management fees and thus increase its levels of investments and
achieve economies of scale on the value of these investments.

A key initiative toward growing the member base has been
working to raise awareness among young people. In one method,
the company formed a capital and business alliance with Rakuten
Group that features more than 100 million members. Under this
agreement, SYLA recruited members by utilizing Rakuten Group’s
banner advertisements and mailed magazines, as many of Rakuten
users are in SYLA’s target demographic for small value real estate
investing, between the ages of 20 and 40. The agreement promotes
cross-membership through the issuance of points-based rewards
and gifts. We estimate that the marketing partnership with Rakuten
has contributed roughly 10% of its crowdfunding member base to
date, and new programs designed to facilitate the registration of
additional members have recently become available online. Thus,
we expect the partnership to have significant potential room for
growth over the coming years.

Underpinning SYLA’s real estate portfolio platform is a
proprietary artificial-intelligence-based tool that helps identify real
estate properties to acquire, based on ideal location and size-based
parameters, and utilizes algorithms to help qualify land acquisition
costs and enable the company to identify those that can offer the
lowest buying price and highest selling price among thousands of
potential properties each day. The Rimawari-kun platform, devel-
oped by SYLA Brain, which was acquired in 2022, is based on a
proprietary algorithm and was recognized as the “most accurate
price estimation model” by the Japanese Society for Artificial
Intelligence in 2020 and Multimedia Information Processing and
Retrieval (MIPR) in 2021.

We view positively SYLA’s commitment to making invest-
ments that support social issues that can promote property revi-
talization in Japan. In our view, Japan is at the forefront of global
adherence to a model of environment, social, and governance
(ESG) issues. Over the past few years, SYLA has transformed
its business portfolio to include projects in the renewable energy
space, including solar and biomass power generation that contrib-
ute to the expansion of Zero Energy Buildings and Zero Energy
Houses.
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In the renewable energy business, the company maintains,
manages, and sells solar power generation and sells and maintains
solar and biomass power generation equipment. It also operates
and maintains data centers. The company’s one-stop service --
covering construction, installation, operation, and maintenance
of data centers that are powered by solar energy -- is designed to
reduce CO2 emissions.

We expect the company to acquire additional entities through
its wholly owned SYLA Solar subsidiary that can promote these
goals. In addition, we see SYLA working to integrate its renewable
power and Al capabilities into its new real estate projects more
broadly, noting that it has strong governmental support and fund-
ing, through subsidies from the Ministry of Economy, Trade, and
Industry. We estimate that Japan currently has a renewable energy
rate around 20%, and envision goals for the country at around 30%
by 2030. Longer term, Japan has announced a 2050 Carbon Neutral
Declaration policy, the goal of which is to achieve net-zero carbon
emissions by 2050, which we see supporting a robust rationale
for continued investments. SYLA has continued to establish new
collaborations toward these efforts, most recently entering into
a comprehensive business alliance agreement with LIVE THE
CREATIVE Inc. to innovate solar power plant development.

Other initiatives include nursing care amid an aging pop-
ulation, stray animal protection, and new technologies, among
others. Despite its expansion into new ventures, we view posi-
tively SYLAs decisive action to exit certain markets when facing
unfavorable macro-conditions. In December 2022, the company
recognized the deterioration of crypto and mining machine market
conditions and exited a business that manufactured and sold com-
puters with crypto mining machine capabilities as well as provided
maintenance solutions on these machines.

RECENT DEVELOPMENTS

In March 2023, SYLA completed an IPO consisting of 1.875
million ADSs at $8.00 per ADS, where 100 ADSs represent one
common share of SYLA. The ADSs trade on the Nasdaq Capital
Market under the symbol SYT. Since the IPO, the ADSs have
declined by approximately 70%, compared with a 31% increase
for the S&P 500.

In May 2024, SYLA Technologies reported results for the
full-year 2023, which saw 3% revenue growth to 22.7 billion
yen ($161.4 million at the prevailing exchange rate) and a 141%
increase in net income from continuing operations attributable to
SYLA of 681 million yen ($4.3 million, or 2,241 yen per share),
representing 72.5% growth, year over year. We note that several
planned building sales expected in 2023 slipped into 2024.

In May 2024, SYLA Technologies reiterated its fiscal 2024
guidance for revenues between 27.5 billion yen and 30 billion yen,
which would represent 21%-32% growth over 2023 revenues of
22.7 billion yen. Income from continuing operations is expected
to range from 0.75 billion yen to 1.10 billion yen.

In May 2024, SYLA Technologies was awarded the Excel-
lent Business Award in the mid- to high-rise studio condominium
category by the Japan Association of Home Suppliers for its brand
condominium, SYFORME MOTOMACHI-CHUKAGALI, com-
pleted in December 2023.
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In May 2024, SYLA Technologies announced that it had com-
pleted the sale of its SYFORME SUMIYOSHI II property in March
2024 and that the transaction is included in its 2024 business forecast.

In April 2024, SYLA Technologies announced the sale of a
segment of its investment securities holdings, resulting in a profit
of 96 million yen ($616,000), to be recorded as other income on
its financial statements.

In April 2024, SYLA Technologies announced that its “ietty”
Al-based online real estate rental brokerage application service
surpassed 300,000 registered members. As of May 2024, the ser-
vice surpassed 400,000 members.

In April 2024, SYLA Technologies paid a final dividend of
180 yen per common share, initially announced in December 2023,
bringing the total dividend for 2023 to 250 yen per share.

In January 2024, SYLA announced revenue targets for fiscal
years 2025 and 2026 of 34 billion yen and 41 billion yen, respec-
tively. These estimates exclude the potential contribution from
additional M&A activity.

In January 2024, SYLA Technologies entered into a Capital
and Business Alliance Agreement with RIBERESUTE Corp., a
developer and seller of family-type condominiums, which resulted
in SYLA acquiring 2,158,800 shares of common stock of RIB-
ERESUTE (a 20.4% stake in the company).

In January 2024, SYLA announced that it had sold four buildings
from its condominium brand, the SYFORME series, to a private fund
managed by BlackRock’s real estate business, with whom SYLA
entered into a business collaboration agreement in December 2023.

In January 2024, SYLA Technologies appointed Takuya
Hanada as chief financial officer. Mr. Hanada is a Certified Public
Accountant in Japan and joined SYLA in December 2023 as head
of Administration Division.

In November 2023, SYLA announced that it had entered into
a definitive agreement for a cash transaction to acquire the busi-
ness of “ietty” Inc, a real estate portal and rental broker business
featuring proprietary Al and chatbot technologies.

In October 2023, SYLA launched an employee stock purchase
plan for the purchase of its ADSs, aimed at enhancing employee
engagement and benefits through ownership in the company.

In October 2023, SYLA’s board of directors paid an interim
dividend of 70 yen per common share.

In July 2023, the company’s board authorized a repurchase
program of up to200 million yen (around $1.3 million) of its ADSs.

In July 2023, SYLA’s Rimawari-kun platform was ranked
as the top real estate crowdfunding platform in Japan by total
membership for the second year in a row, according to a survey
performed by the Japan Marketing Research Organization.

EARNINGS & GROWTH ANALYSIS

Since the company’s inception, a majority of SYLA’s revenues has
been generated by rental income from managed properties and from
property sales, which we estimate account for approximately 90%
of SYLA’s current revenue mix. In 2023, revenue was 22.7 billion
yen, of which 86% was derived from real estate development and
sales, followed by real estate asset management services (8%),
renewable energy, including the sale of solar plants, operations
and maintenance (4%), and other (2%).
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Thus, we expect growth over the long-term to be driven from
the expansion of its crowdfunding member base and portfolio’s
gross merchandise value (GMV), which it defines as its total
amount of funding raised, through which it will generate asset
management fees. During 2023, GMV from the Rimawari-kun
platform surpassed 5 billion yen ($32 million), which we believe
underscores the early stages of this revenue-generating model. We
see sources of revenue including acquisition fees (typically 3%-
5%) when acquiring properties developed by other companies. In
our view, the crowdfunding business model, which can generate
investment yields on rental properties of more than 5%, can begin
to reach economies of scale over the next 3-5 years, as assets under
management increase. Importantly, we believe these fees will im-
prove the company’s margin profile, as management fees require
little capital investment compared with more capital-intensive
property construction and management activities.

Again, we expect the number of units managed by the com-
pany to be quite variable. In 2021 and 2022, this figure increased
by 11% and 2%, respectively, despite buildings being sold over
time. In 2023, it declined by approximately 10%.

As of January 2024, the member base for the Rimawari-kun
platform was around 279,000, which represented an increase of
around 18%, year over year. We forecast this figure doubling to
more than 500,000 by 2026. Thus, we expect asset management
to begin to become a greater contributor to the company’s revenue
profile in the coming years.

For 2024, we project total revenues of 29.6 billion yen ($190
million), which would represent 30% growth. For 2025, we forecast
total revenues of 33.5 billion yen ($215 million), representing 13%
growth.

Looking forward, we expect SYLA to further accelerate its
revenue growth through M&A activity, including acquiring companies
with low price-to-book ratios. These low-growth companies have
significant potential by taking advantage of leverage. Such actions
are likely to reduce its cost of capital and improve its return on capital
over time. We are encouraged by SYLA’s disclosure that it had already
procured properties representing more than half of its fiscal 2025 real
estate development revenue target, even before factoring in the recent
BlackRock and RIBERESUTE alliances. In addition, we see revenue
growth benefiting from new funds coming into the company and
benefits realized from marketing, sales, and development investments.

The 2023 gross profit margin was 24%, compared with 16%
for 2022. This was attributable to the sale of a profitable large-scale
development site that boosted the margin for the 2023 period. For 2024,
we see margins being impacted somewhat by higher related costs from
the extended building sales and integration and accounting costs.

In terms of operating expenses, we do expect higher costs
as a percentage of revenues compared to 2022, due to increased
personnel and regulatory expenses as a public company. We ex-
pect operating expenses to be approximately 22% of revenues in
2024 and 21% in 2025. Over time, we expect operating margins
to benefit from enhanced economies of scale.

We forecast that SYLA Technologies will achieve earnings
per share of 1,584 yen in 2024 and 2,935 yen in 2025, which would
represent a 30% decline and 85% growth, respectively.
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FINANCIAL STRENGTH & DIVIDENDS

Our financial strength rating for SYLA Technologies is Medi-
um-High. As of December 31, 2023, the company had 4.0 billion
yen ($28.4 million) in cash and cash equivalents on its balance
sheet. As of December 31, 2023, total net assets increased by
approximately 35% to 40.0 billion yen (285 million). Its working
capital balance was 10.7 billion yen ($75.7 million), representing
a current ratio of 1.9.

As of December 31, 2023, the Company had 23 .4 billion
yen in total debt ($165 million), 21.8 billion yen of which is long-
term debt. Among the long-term debt, approximately 60% (12.8
billion yen, or $90 million) is due between 2024 and 2025, with
the balance due in 2026 or later. Subsequent to the end of 2023,
SYLA paid off approximately 2.8 billion in debt, upon the sale of
some pledged real estate properties.

We note that among more than 150 loans with more than 50
Japanese financial institutions, as of December 31,2023, more than
half of the loan agreements have SYLA’s chief operating officer
as a personal guarantor of these debt obligations.

We view favorably SYLA’s capacity to manage both growth
and returning capital to its shareholders, as evidenced by its
July 2023 board authorization of a stock repurchase program,
under which the company could spend up to 200 million yen to
repurchase its ADSs, and its dividend, which was 250 yen per
share in 2023, representing a payout ratio of more than 10%. The
board of directors also intends to continue to increase dividends
annually until it achieves a payout ratio of about 30% of net
income.

For the year ended December 31, 2023, net cash used in
operating activities from continuing operations was 6.3billion
yen (approximately $40.3 million), compared with 3.4 billion
yen (approximately $22 million) for the year ended December
31,2022. In 2023, the increase in cash used was primarily due to
increased inventory building and revenue from sales of inventories
transferred from property, plant, and equipment and solar power
systems.

Net cash used in investing activities from continuing oper-
ations in 2023 was 1.7 billion yen (approximately $11 million),
compared with 2.64 billion yen (approximately $17.4 million) in
2022, as proceeds from the sale of inventories reclassified from
property, plant, and equipment and solar power systems partially
offset increased purchases of property, plant, and equipment and
solar power systems.

Net cash provided by financing activities from continuing
operations was 9.8 billion yen (approximately $63 million) in 2023,
compared with 5.74 billion yen (approximately $38 million) for
the year ended December 31, 2022, with the increase primarily
attributable to higher borrowings and capital contribution from
partnerships.

In October 2023, SYLA initiated an employee stock pur-
chase plan for its ADSs. The company expects the plan to enhance
employee engagement through ownership in the company, which
we also expect to have a favorable impact on talent retention and
long-term operating expense leverage.

ARGUS RESEARCH COMPANY - 61

BROADWAY

NEW YORK NY 10006



ARGUS

MANAGEMENT
Hiroyuki Sugimoto founded SYLA Holdings in 2010, following
the financial crisis of 2008. He previously founded S-GRANT.Co.
Ltd., which also became a public company. SYLA’s management
controls more than 60% of the company’s voting power, led by
CEO Hiroyki Sugimoto, who holds 54%, and Chief Operating
Officer Yoshiyuki Yuto, who holds an approximately 9% stake.

The company has nine directors, five of which are considered
independent, which we view positively for corporate governance
purposes. In addition, the three-person corporate auditor system
for the company is independent and a legally separate and inde-
pendent body from the rest of the board. We also view positively
the company’s commitment to fostering an operating culture to
expand female representation among its leadership and expanding
maternity and paternity programs.

However, we note that the CEO and chairman positions are
held by the same individual, Mr. Sugimoto.

RISKS

Risks to making an investment in SYLA Technologies include
the potential for real estate development project delays related to
permitting, governmental approvals, increased costs, and labor
shortages and its its operating in a highly competitive industry,
which carries the potential for new financial institutions with larger
customer bases and comparable technology platforms to enter the
market. Other risks include its reliance on successfully growing
its crowdfunding membership base, amid a still-nascent market in
Japan in order to achieve sufficient economies of scale from asset
management fees. In addition, we see the company as reliant on
continued favorable monetary policy in regard to low interest rates,
as these policies should enhance investor appetite for participation
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in the real estate market. Lastly, we see some concentration risk
in its contractor base, as in 2023, three contractors accounted for
more than 10% of total revenues: Shin-Ei Kogyo Co. Ltd (30%),
Fuetsu Construction Corp. (21.8%),and MUGISHIMA GENERAL
CONTRACTOR (11.4%).

VALUATION

Since its March 2023 TPO at $8 per ADS, SYLA ADSs have
traded in a range between $2.80 and $8.80 and $2.80 and recently
traded around $3.00 per ADS, at an enterprise value/revenue of
approximately 1.0-times. With a market capitalization around $70
million, we do not think the current ADS price adequately reflects
the growth potential of SYLA, as it begins to meaningfully expand
its asset and member base through crowdfunding over the coming
years. In addition, we view positively SYLA’s commitment to
returning capital to its shareholders through share repurchases and
dividends, while investing in its M&A strategy. Lastly, we believe
that the scarcity of public companies in this space is likely to bring
attention to new investors over time.

To value SYLA, we apply an enterprise value/revenue
multiple of 2.0-times on our 2024 revenue estimate of 29.6
billion yen, which is within the company’s guidance range.
This multiple is in line with a peer group of global real estate
management and development companies, which we believe is
warranted given SYLA’s robust growth potential, balancing its
relative early stage in its growth cycle. Our analysis assumes
a yen to U.S. dollar ratio of 1:0.0067, the six-month average,
and 30 million fully diluted ADSs outstanding (a 100 ADS:1
common share ratio).

We arrive at a fair value estimate of $9.00 per SYT ADS,
well above current levels.

Steve Silver,
Argus Research Analyst
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INCOME STATEMENT

Growth Analysis (M, JPY) 2021 2022 2023 1H 2024E  2H 2024E 2024E 1H 2025E 2H 2025E 2025E
Revenue 16665.4 22056.0 22743.4 17000.0 12600.0 29600.0 16000.0 17500.0 33500.0
Gross Profit 3149.1 3604.0 5537.5 7400.0 8710.0
SG&A 2467.0 24211 4096.3 6500.0 7035.0
Operating Income 682.4 778.9 14411 510.0 390.1 900.1 800.0 875.0 1675.0
Interest Expense NA NA NA NA NA
Pretax Income 500.0 655.9 1015.3 910.2 1685.0
Tax Rate (%) 44 40 28 40 40
Net Income 277.5 394.9 681.4 309.1 237.1 546.2 434.7 475.2 909.9
Diluted Shares (Thousand) 231 239 304 310 310
EPS (JPY) 1022.4 1395.4 2272.2 896.3 687.5 1583.8 1402.3 1532.9 2935.2
Dividend NA 70 250 NA NA
Growth Rates (%)
Revenue NA 32% 3% 30% 13%
Operating Income NA 14% 85% NM 86%
Net Income NA 42% 73% NM 67%
EPS NA 36% 63% NM 85%
Valuation Analysis
ADS Price ($): High NA NA 7.99 NA NA
ADS Price ($):Low NA NA 2.80 NA NA
PE: High NA NA NA NA NA
PE: Low NA NA NA NA NA
PS: High NA NA NA NA NA
PS: Low NA NA NA NA NA
Yield: High NA NA NA NA NA
Yield: Low NA NA NA NA NA
Financial & Risk Analysis (MIL, JPY)
Cash & Investments 3058.5 2702.9 4017 NA NA
Working Capital 3867.7 9167.5 10587 NA NA
Current Ratio 1.9 2.8 1.9 NA NA
LTDebt/Equity (%) 202.4 268.7 195.0 NA NA
Total Debt/Equity (%) 257.4 318.7 209.7 NA NA
Ratio Analysis
Gross Profit Margin 19% 16% 24% 25% 26%
Operating Margin 4% 4% 6% 3% 5%
Net Margin 2% 2% 3% 2% 3%
Return on Assets (%) 21 1.9 2.6 NA NA
Return on Equity (%) 5.6 5.1 8.4 NA NA
Op Inc/Int Exp NM NM NM NA NA
Div Payout NA 5% 11.0% NA NA
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DISCLAIMER

Argus Research Co. has received a flat fee from the company discussed in this report as part of a “Sponsored Research” agreement
between Argus and the company. No part of Argus Research’s compensation is directly or indirectly related to the content of this
assessment or to other opinions expressed in this report. Argus Research provides a suite of Sponsored Research services including
but not limited to initial reports with ongoing coverage and updates; proprietary Argus Research earnings estimates; distribution to
Argus Research’s clients; a license to enable the company to proactively use and distribute the report ; a press release announcing
our initial coverage and updates; and access to the Vickers Research database. The price for this suite of services generally ranges
from $22,000 to $35,000 depending on the level of services selected. Argus Research receives no part of its compensation in the
form of stock or other securities issued by the company discussed in this report, and has no long equity position or short sale posi-
tion in the company’s stock. Argus Research is not involved in underwriting securities for the subject company, and will receive no
proceeds or other financial benefit from any securities offering by the company. Argus Research; its officers, directors, and affiliates;
and the author of this report have no financial interest in, or affiliation with, the subject firm. The report is disseminated primarily
in electronic form and is made available at approximately the same time to all eligible recipients.

Argus Research Co. (ARC) is an independent investment research provider whose parent company, Argus Investors’ Counsel, Inc. (AIC),
is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group,
Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a registered broker
dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any
unauthorized use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The content of this report may
be derived from Argus research reports, notes, or analyses. The opinions and information contained herein have been obtained or derived
from sources believed to be reliable, but Argus makes no representation as to their timeliness, accuracy or completeness or for their fitness
for any particular purpose. In addition, this content is not prepared subject to Canadian disclosure requirements. This report is not an offer
to sell or a solicitation of an offer to buy any security. The information and material presented in this report are for general information only
and do not specifically address individual investment objectives, financial situations or the particular needs of any specific person who may
receive this report. Investing in any security or investment strategies discussed may not be suitable for you and it is recommended that you
consult an independent investment advisor. Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue
or may have issued other reports that are inconsistent with or may reach different conclusions than those represented in this report, and all
opinions are reflective of judgments made on the original date of publication. Argus is under no obligation to ensure that other reports are
brought to the attention of any recipient of this report. Argus shall accept no liability for any loss arising from the use of this report, nor
shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve risk and
an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance.
Argus has provided independent research since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks
discussed in this report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of covered companies,
or may own more than one percent of a covered company’s stock. Argus Investors’ Counsel (AIC), a portfolio management business
based in Stamford, Connecticut, is a customer of Argus Research Co. (ARC), based in New York. Argus Investors’ Counsel pays Argus
Research Co. for research used in the management of the AIC core equity strategy and model portfolio and UIT products, and has the
same access to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus Investors’
Counsel and Argus Research Co., as units of The Argus Research Group, have certain employees in common, including those with both
research and portfolio management responsibilities, and that Argus Research Co. employees participate in the management and marketing
of the AIC core equity strategy and UIT and model portfolio products. Recipients of the Research reports in Singapore should contact
the Intermediary of the Research Reports in respect to any matters arising from, or in connection with, the analysis of the report. Where
the recipient is not an accredited, expert or institutional investor as defined by the Securities and Futures Act, the Intermediary accepts
legal responsibility for the contents of Research Reports in respect of such recipient in accordance with applicable law. When reports are
distributed by Intermediaries in Singapore, the Intermediary, and not Argus Research, is solely responsible for ensuring that the recipients
of the Research Reports understand the information contained in the Research Reports and that such information is suitable based on the
customer's profile and investment objectives.

ARGUS RESEARCH COMPANY « 61 BROADWAY -« NEW YORK NY 10006



