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Presentation 

 

Toyoda: It's time to start. Thank you very much for joining us today for Neural Pocket Inc.'s financial results 
briefing for Q1 of the fiscal year ending December 2023. 

I am Toyoda, and I will be the moderator today. Thank you for joining us. 

Today's presentation will be based on the financial results presentation material disclosed on our IR website 
on May 12. Also, please understand that no video recording of this briefing will be permitted. 

First, let me outline the program for today's session. Mr. Shigematsu, Chief Executive Officer, will give a 30-
minute presentation on business overview and performance. After the explanation, we will have a question 
and answer session until around 1 PM. Questions will be answered by both our CEO, Mr. Shigematsu, and Mr. 
Tane, Director and Chief Financial Officer. 

Thank you very much for your patience. Our CEO, Mr. Shigematsu, will now provide an overview of our 
business and financial results. Mr. Shigematsu, please. 

Shigematsu: Ladies and gentlemen, thank you very much for gathering here for the presentation of our Q1 
financial results. 

This is our sixth year from January this year, and it has been about three years since we were listed on the 
stock exchange, but I think the AI industry as a whole has gotten over the long-lasting effects of COVID-19. 

I am aware that citizens and consumers who have been working in such a closed environment are now 
enjoying such content and experiences in the real world as a whole, and I believe that the environment is now 
in a place where we can promote such new enjoyment and encounters through the use of deep learning 
technology and cameras. 

At the same time, the AI industry, especially in the area of generative AI, has become more active than it has 
been in about 10 years. It has been a long time since the emergence of deep-layer image technology and voice 
recognition, such as Siri, and there has been a long period of social research activities on the use of deep 
learning. In addition to the rapid progress of industrialization in the imaging field, such as the one in which we 
are engaged, I believe that there is a fairly active movement to incorporate new generation systems into the 
industry. We would like to accelerate our business development in a wide range of areas centering on Asia. 
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I would now like to explain the contents of the financial statements. Here you see the highlights. The Q1 sales 
growth announced this time shows a moderate growth of about 17% compared to Q1 of last year. 

On the corporate side, we simultaneously announced a capital and business alliance with Sony Corporation. 
We believe that this is a big step for us to make a leap forward in what we have been doing, and we as a 
company feel that it is a good response and a big step toward further scaling in the future. 

At the same time, we have been working on overseas expansion since the end of last year. We have 
established a consolidated subsidiary in Thailand to conduct our business, and in this quarter, we announced 
a partnership with CP Group, a major conglomerate, and we feel that we are making progress step by step 
with these local Thai companies. Although the establishment of the overseas office was five to six years after 
our office in Japan, I believe that the momentum is now beginning to improve. 
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First, I would like to start with the capital and business alliance. We have announced what we can in a timely 
disclosure. In the capital alliance, we increased capital by 690,000 shares through a third-party allotment, 
raising JPY670 million worth of funds. This payment has been completed, and the capital alliance has been 
established. 

As a result, Sony Corporation supports us by becoming our third-largest shareholder with a 4.56% stake in the 
Company. 

On the other hand, we have also entered into a separate business alliance, and we are considering 
collaboration in a wide range of areas. 

The first is the exchange of human resources. We aim to achieve a large scale by combining Sony Corporation's 
talent and other personnel with the engineering capabilities and sales structure we have built up to date. 

At the same time, in terms of services, in addition to the AI solutions and digi-solutions that we have been 
developing, we expect to further enhance our services, such as Focus Channel and DigiLook services that 
integrate AI and signage, by linking them with Sony Corporation's technologies and services.  

In working with Sony Corporation, Japan's leading technology company in terms of technology, we believe 
that there will be great value in combining our new technology of AI, especially in edge computing, which we 
pride ourselves on, with the world-leading technology of such a large company. 

We will be announcing a wider range of areas of collaboration in the future, but for now, we have announced 
the signage business using AI signage and AI-based human attitude detection. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
5 

 

 

Digital signage and AI signage have been our focus areas since the Company was founded, and these are the 
three reasons why we are focusing on them. 

The left side shows the market size and growth process in Japan. The domestic digital signage market has 
been growing at an annual rate of more than 10%. The reason for this is actually quite simple, as you can see 
on the right side. The 10% means that a market of JPY20 billion is formed every year in this mature Japan, and 
such an industry is very rare. The reason for this is actually quite simple if you look at the right side, and there 
are three key factors. 

First, a major macro trend is that a wide range of marketing activities that used to be conducted in person are 
gradually being digitally transformed into human services and sales promotions at a faster pace due to the 
declining birth rate, aging population, and shrinking workforce. 

People no longer explain new products verbally and in person unless they really need to do so these days. On 
the contrary, digital alternatives, such as advertising it on the Internet or on digital signage, have been 
accelerating so far. This is one of the reasons. 

In this context, as number two says, in the past few years, marketing on the Web or digital marketing has 
been very active. Advertisements were concentrated in major media such as GAFA and other curated news 
media. 

In such a situation, the growth on the Web and social media has slowed down, and there are two places for 
the growth to be channeled. One of these is video, especially on TikTok. 
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The other is the real world. They are getting out into the real world like our business, or in other words, shifting 
from the web to the real world. 

This is the third point. Our company is mainly engaged in the real world, and in the real world, paper posters 
have been used in the past. The advantages of paper posters are that they are easy to understand, but they 
are time-consuming to replace, and their effectiveness is not easy to measure. 

By making it into digital signage, its effectiveness can be seen in impressions and conversions with AI cameras 
like this. Also, the content of an online CMS ad-serving system can be changed immediately, and it can play 
videos and as well as show photos. As I mentioned earlier about TikTok videos, watching commercials on 
video is easy to understand. 

We understand that the growth of digital signage has been driven by a combination of these three factors. 

 

In this business alliance, we will use AI technology to make new digital signage content more consumable and 
create an exciting urban space. 

We believe that there is no particular difference between the businesses in Japan, Asia, and other regions 
overseas and that there is a great affinity between such development in Japan and global development in 
Southeast Asia and other regions. 

In this context, Sony Corporation is basically a company that operates its business in many parts of the world, 
and although we have recently started operations in Thailand, I believe that this will be an opportunity for us 
to increasingly implement this kind of global scaling, not limited to Thailand. 
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On the other hand, this is AI-based attitude detection of the human body. During the pandemic, in terms of 
recent innovations in generative AI, we have developed many such products, and in addition to video 
generation, we believe that we are now in an environment that facilitates development in language 
generation, which we have not done much of in the past. 

We do not have a specific presentation about this at this time, but we would like to work on this area. 
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These led to this shareholder composition as announced. 

This is prior to this capital increase or the end of December 2020. The shareholder composition after the listing 
is in the middle. The total number of shares outstanding was approximately JPY14 million, of which 18.8% 
were floating shares and 12.6% were pre-listing investors. 

If you look at the far right-hand side, you can see the latest situation, and this is the shareholder composition 
after taking into account Sony Corporation's allocation on April 26. The shareholder composition of 
shareholders other than Sony Corporation is not exactly as of today, as it is based on the shareholder register 
as of the end of December last year in 2022. I would like you to understand that this is an overview of the 
shareholders as of the end of last year, which is the latest, plus this capital increase. On this basis, the 
diversification of shareholders has expanded, as you can see. 
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Next are the highlights of the Q1 financial results. As I mentioned earlier, our business growth was 17%. 

With regard to profitability, our short-term emphasis on gross profit is 64%. The number of group employees 
is 227. As disclosed in last year's forecast for the current term, we announced that we would hire 
approximately 70 employees, and we have almost completed the implementation of this plan. 

Since there are more costs involved, the Q1 profits may seem a little low, but in this area, recruitment is 
progressing as planned in the business. 

In addition to the business alliance with the CP Group mentioned earlier, we are actively promoting our 
business in Southeast Asia in cooperation with Japanese and local government agencies. We hope you will 
find the details in our IR, as we are announcing many of them every step of the way. 
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As for sales, page 11 shows the quarterly trends from between Q2 and Q4 last year. In our current business 
model, sales increase as the quarter progresses, and although they are still rising and falling from Q1 to Q4, 
we would like to make this a more stable business that rises from Q1 to Q2, Q3, and Q4 in the future. 
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The number of employees is here. 
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As for the business domains, we disclosed them separately as lifestyle innovation and digital solutions, as we 
have done in the past, but the composition ratio has not changed that much. 
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EBITDA, operating income, and net income were negative in Q1, but we expect sales to pick up rapidly from 
Q2 onward, as they did last year. 
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As for the balance sheet, the increase in capital this time has increased cash and deposits and strengthened 
net assets. 
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There are no changes to the budget for this fiscal year. 
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Finally, I would like to report a little on the progress of each of our businesses. Our consolidated group still 
focuses on scale and profitability this fiscal year. We believe that if we work on it, we will have a good year. 

More specifically, we will achieve both a profit for the full year and an increase in capital for the future, mainly 
personnel. 

As I have mentioned before, we will actively promote capital and business alliances with global companies in 
Japan and overseas. 

We are pleased to announce our first collaboration with Sony Corporation, but we will continue to receive 
support from top companies in Japan and overseas, and our strategy of globalization in cooperation with such 
companies will not change, so we will continue to be proactive about it. 
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As for AI digital solutions, the number of units is steadily increasing. The same is true in Neural Marketing. 
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As for Digi-solutions, as shown on page 21, the number of installations continues to grow throughout the 
country. Although Shurijo Castle has been announced this time, AI services are now in actual operation in a 
wide range of areas throughout Japan, from Okinawa to Hokkaido. 
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This time, we are particularly focusing on Shurijo Castle in Okinawa, Yamashita Park in Yokohama, and a 
central street called Naka-dori in Marunouchi, Tokyo. 

In particular, as you all know, Shurijo Castle in Okinawa has been in need of reconstruction due to the recent 
accident and other such factors. They are actively working on the restoration, during which tourists and 
citizens can visit it. 

In this context, the prefecture will present the status of its recovery to visitors in an easy-to-understand 
manner. We are aiming for visitors to get involved in the recovery process together, to see and feel the 
recovery, and in that context, we are exploring the kinds of exhibitions we should make to really encourage 
visitors to visit the exhibition. 

We are also regularly using AI cameras to analyze the situation and improve guidance in areas where guidance 
is inadequate. We are planning to realize a new form of reconstruction that integrates AI in the future. 

The upper right is about Marunouchi Naka-dori Avenue. This is a green space in the middle of Marunouchi, 
Tokyo, on Naka-dori Avenue, a place for relaxation in the middle of the city. There are numerous spots on the 
street where people can sit at these tables to rest, talk, and enjoy the space. 

The Town Planning Council has been working on ways to change the town planning process and has devised 
a way to display such exhibits, but now they have started activities to make the town planning process easier 
to understand by using AI cameras to see how this place is being used. 
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The bottom left is a different project, and they promote the rose garden in Yamashita Park in Yokohama City. 
Enjoying these flowers is one of the pleasures of the after-pandemic, but with flowers and nature, the time of 
year when people want to visit and the time of year when they are in bloom must be well coordinated. Flowers 
do not bloom for people's convenience. 

So, our aim this time is to maximize encounters with flowers in the venue, even though it is naturally crowded 
at such a good time of the year. 

The venue is large, and there are many different kinds of flowers, but by using a smartphone to see in real-
time which areas are more crowded and which areas are more open and easier to see flowers, visitors can 
encounter and enjoy new flowers in a limited amount of time. This is being carried out using AI technology. 

 

Finally, I would like to touch on some of the recent initiatives in Thailand. 

One of them involves the CP Group, Egg Digital, Inc., and our Thai subsidiary, Neural Group (Thailand) Co., Ltd. 
The announcement was made as a first step in the collaboration between the Thai CP Group and TRUE, a 
telephone company area, and the Neural Group in Japan or in the Asian region. We will expand our efforts in 
Asia through this kind of collaboration. 

Second, we recently announced an agreement with a technical college in Thailand. The Japanese government 
is supporting Japanese-style technical colleges in Thailand. The Thai government has also identified 
digitalization as a priority area in its national policy of Thailand 4.0. 
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Japan has developed such AI technologies by various engineers, and we have also been developing edge AI 
and other areas centering on video, and we will continue to share such know-how with new students.  

By utilizing this in education, we will go beyond the exchange between Japan and Thailand to develop human 
resources in the academic field and, by extension, create an ecosystem in which these human resources can 
intern at our company, play an active role, and then teach the next generation of students at the college of 
technology. 

As part of our role as a venture company, we will, of course, expand our business through cooperation with 
the CP Group, as shown on the left. In addition to this, we would like to contribute to society and train the 
next generation of human resources beyond the framework of our business. 

Lastly, as for the JICA project on the right, the Japanese government and JICA are naturally supporting the 
promotion of the use of new technologies and the development of smart cities in Southeast Asia. As our 
company is involved in this framework, we would like to do our best to contribute to such inter-governmental 
and related organizations' activities. 

In this context, of course, it is important to use AI in consideration of personal information, as written in the 
middle of the right-hand side of this page, in order to contribute to the country and to the industry. In Thailand, 
the momentum for such a service has been very high, and the law has been developed since last year. We 
would like to introduce more and more AI cameras, a service that takes such personal information into 
consideration and is safe for Thai people's personal information. We would like to contribute to both Thailand 
and Japan by doing so. 

This is about Q1, so this is all I have to say. As I mentioned at the beginning, this is our sixth year, and I feel 
that the momentum in the AI industry is growing, so we are determined to fulfill our responsibility and do our 
best for another year. 

That's all from me. 
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Question & Answer 

 

Toyoda [M]: We will now move on to the Q&A session, and the questions will be answered by Mr. Shigematsu, 
CEO, and Mr. Tane, Director and CFO. Each person may ask up to two questions. 

Now, Mr. Kobayashi of Mizuho Securities, please speak. 

Kobayashi [Q]: Thank you for the opportunity to ask questions. I am Kobayashi of Mizuho Securities. Thank 
you very much for your presentation. 

I would like to ask two questions, and as I missed the first part, I am very sorry if you have covered it already, 
but I would like to ask you about your relationship with Sony Corporation in my first question. I think that 
within the Sony Group, this would fall under the ET&S segment, which includes, for example, the business 
related to human attitude detection and signage. What is the background behind the selection of the ET&S 
segment? 

Sony has Sony AI, and there is also I&SS, which is engaged in edge AI. We would also like to know if there is 
any possibility of collaboration with Sony AI or I&SS in the future. I would like to ask you to follow up on the 
background and aims of your discussions with Sony Corporation, which has an ET&S segment, and also to ask 
about the possibility of future collaboration with Sony AI or I&SS. That is my first question. I would appreciate 
it if you could answer one question at a time. Sorry, I messed up a bit. 

Shigematsu [A]: We have some understanding of the strategies of Sony Corporation and the Sony Group, but 
I would like you to understand that we are not in a position to explain them from our standpoint. 

However, in this case, the investment was made by a joint stock company, not by a venture capital firm, and 
I understand that there will be a wide range of business collaborations in the future. From our standpoint, it 
is difficult for us to talk about the strategies of such partners, but we understand that this is a very positive 
collaboration. 

Kobayashi [Q]: Thank you. Secondly, regarding the Q1 sales progress and the future quarterly sales, the Q1 
sales are JPY600 million, but would it be correct to say that sales will increase in each quarter, as in previous 
years, toward Q3, Q4, and H2? 

In addition, I would like to ask again if there is any particular area of business that you would like to show us 
this fiscal year. 

Shigematsu [A]: Last year, we shifted from a fee-based to a unit-based service and have basically been 
following a policy of not doing contracted development on a fee basis. We have already disclosed the unit's 
installation results recently, but basically, such teams provide services to introduce AI solutions to various 
places, such as parks, as I showed in the previous example. 

Due to the nature of such a business, we are not overly conscious these days of what happens to sales 
inspections during a quarter in terms of the Company's operations. Last year we had a bit of a restless sales 
run-up, and I think it will be like that again this year. 

We have received feedback that this kind of restlessness is not good for the capital market, so we will further 
deepen our business model to make it more recurring in the future. I think that this fiscal year's business 
development will be similar to last year's. 
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To answer your second question, where we would like you to focus our attention this year, we do not 
anticipate any particular business growth this year that will probably jump significantly beyond what was 
budgeted or that will exceed the budget by 50% or double it. 

Rather, what is important is the content. Even within the same sales, I feel that the important theme for this 
year is to integrate the seemingly disparate areas of Digi-Solutions and Focus Channel, Digi-Solutions and Digi-
Look, edge AI technologies such as LED vision, AI signage and ad delivery systems, ad business, and so on.  

Last year, we had two M&A transactions in particular, and the integration of these transactions is progressing 
well. In this context, we are actively hiring this term, and we will continue to hire more and more people and 
expand our business. 

We believe that it is important this year to deepen our business from a disparate business to one that 
integrates and offers more easily understood value to our customers, and we will proactively disclose 
information on synergies in H2 as they become more easily understood. I am looking forward to disclosing 
the details in H2. 

Kobayashi [M]: Thank you very much. This was very helpful. That's all from me. 

Toyoda [M]: Thank you very much. Does anyone have any further questions? Since there seem to be no other 
questions, we will conclude the question-and-answer session. 

Thank you very much for joining the financial results briefing for the Q1 of the fiscal year ending December 
2023 of Neural Pocket. I would like to close the meeting now. 

[END] 

______________ 
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