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Presentation 

 

Toyoda: It is time for us to begin. Thank you all for taking time out of your busy schedules today to participate 
in the Neural Pocket Inc.’s financial results briefing for Q3 of the fiscal year ending December 31, 2022. 

I’m Toyoda, and I will be the moderator today. Thank you very much.  

Today's presentation will be based on the financial results presentation material disclosed on our IR site on 
November 11. 

I will explain the flow of today's event. 

First, Shigematsu, Chief Executive Officer, will give a 30-minute presentation on business overview and 
performance. After that, we will have a question-and-answer session until 1:00 PM at the latest. Both 
Shigematsu, Chief Executive Officer, and Tane, Director and Chief Financial Officer, will answer your questions. 

Chief Executive Officer Shigematsu will now give an overview of our business and performance.  

CEO Shigematsu, please go ahead. 

Shigematsu: Everyone, thank you for taking time out of your busy schedules to join me for an explanation of 
our financial results.  

Regarding the current financial results, we feel that, in a few words, we have gained momentum. In particular, 
we are feeling a positive response to the growth and evolution of our business model in Japan, and at the 
same time, we believe that we are now ready to take a leadership role overseas as our business in Japan has 
become more solid. 

This week we announced our overseas expansion, and we hope that this will serve as a catalyst to promote 
the use of AI in Asia and other countries in the future. We feel that we would like to build momentum from 
now on. 
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Now, I would like to present the contents of the financial statements.  

As for progress, sales grew by 141%. Sales have increased approximately 2.4 times YoY, and we hope to 
continue this momentum aggressively in the coming year and beyond. 

Next is profit. Although we were in the red in H1, we are almost certain of a final profit in H2. Third parties, 
EBITDA and net income are now available, and although we had planned for an abundant profit in Q4, we are 
now one quarter ahead of schedule and in the black. 

Accordingly, we have started to expand our business overseas and established a company in Bangkok, 
Thailand. We have conducted the actual dispatch of people to do business locally and also to accelerate the 
local work in the future. 

M&A activities implemented last year, and this year are progressing well. As we announced the last time, we 
have established a company called Neural Marketing Inc., which we believe will become one of our core 
businesses and an area of growth in the future. 

The market overview was explained in the previous Q2 financial results, so we will omit it. 
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Since the announcement of our financial results, our business has become clearer, and we have received a 
variety of supportive comments from individual investors and various corporate clients. 
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Finally, AI companies will not simply sell AI engines, but will form such a platform, in which AI programs, 
hardware technology to connect them, and various communication technologies will be integrated to display 
them.  

We believe that the advancement into the area of display, such as connecting with consumers to change their 
behavior, is beginning to be recognized. 
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In the past, we have often sold individual items, such as DigiPark, DigiFlow, DigiThrough, and DigiLook, as 
shown on the left, one by one. 

The reason why we are expanding into Thailand now is that we can offer these things as a series of packages. 
I feel that such new products and services, such as living in a safe city, are linked as a new experience for 
consumers.  

Behind the scenes, the goal was to have a function that would circulate the data in the middle of the slide, 
and I believe that we have achieved this. 
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Next is expansion into Asia.  

We have announced our expansion into Thailand, and I will repeat a number of the reasons here. 

The first is that we have already achieved sufficient results in Japan. We have been able to generate stand-
alone profits in Japan. Having done that, the profits generated here would then be used for the next 
investment. I believe that is the next role we are expected to play.  

Since we are a venture company, we feel that our goal and expectation is to use the profits we generate more 
and more for investment rather than to stop our growth by raising profits abundantly. In this context, Asia is 
attractive because of its proactive approach to urban development and AI investment, as I mentioned the 
previous time. 
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As mentioned earlier, sales here are growing. The profit rate is maintained at about 70%, although the current 
level is slightly higher than before. As we continue to grow, it is important to secure our sales growth rate and 
gross profit margin as our most important indicators. 

As for selling, general, and administrative expenses, there is no change in our policy of making larger 
investments at this point by aggressively investing in new businesses. In the midst of M&A activities in which 
we have made new investments, our policy is consistent in that we will continue to conduct businesses with 
high gross profit margins, in other words, businesses with high cash-generating capacity. 
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This is the Thai business.  

We have registered an office in CRC Tower, which is in front of Lumpini Park.  

In this context, returning to the earlier discussion of Thailand, here is some additional, helpful information in 
why we are now looking at Southeast Asia. It is still true that compared to Japan, the ASEAN countries are 
smaller in terms of GDP, but in terms of their population growth and money spent on urban development, 
they are actually very large.  
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I'm sure you investment funders will see this a lot. If you simply look at the size of the market, you may not 
notice, but if you look at the urban development function and other areas we are focusing on, the investment 
is actually larger than that of the Japanese market. 

In fact, see the bottom of the slide. What is being done is large-scale urban development, or greenfield urban 
development as it is called, in which an entire large city is built in the midst of nature. This is characteristic of 
Southeast Asia.  

In this context, the Eastern Economic Corridor, the EEC, and Thailand 4.0 are being formulated as national 
policies. The Thai style is to have the government take the lead in these activities, and in the process, actually 
attract private investment. So, instead of the government directly paying for the project, the government 
called for conglomerates and real estate companies to invest in the project and [inaudible] town planning.  

In Southeast Asia, there are many large conglomerates, so the amount of investment is said to be roughly on 
the order of JPY10 trillion for the activities of these two alone. In Japan, urban development is usually JPY100 
to 200 billion, so this is one order of magnitude difference. 

In these areas, new technologies are naturally required, and we would like to take a leadership role. Southeast 
Asia, especially Thailand, is characterized by an extremely high awareness of personal information. 
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Especially with AI, the Personal Data Protection Act, or PDPA, as you can see at the bottom of the slide, this 
law has come into effect, and there are high personal information provisions of a European standard, and this 
is what it says.  

Conventional cloud technology records video and uploads the recording directly to a cloud server. Then, this 
kind of personal information is stored on the cloud server, and AI is run to create data. This was the traditional 
method used for marketing. 

We are using edge technology on the right side of the slide.  

The reason why this is essential from a PDPA perspective is that when this footage is actually captured, there 
is an AI in the hardware of that camera, and personal information is immediately converted into metadata, 
and the footage is discarded. Then, the data sent to the cloud is only text data, which means that it is 
anonymous information. It goes up onto the Internet as data without personal information.  

This is beneficial not only from the viewpoint of personal information, but also of cost because it reduces the 
size of the required cloud infrastructure. These will be used in large-scale urban development in Southeast 
Asia. 

In short, I would like you to think of it as a new generation of AI technology. In this sense, the affinity between 
urban development and edge technology in Southeast Asia is very high, and I believe this is the reason why 
we are highly evaluated in Thailand. 
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Our corporate structure as a mechanism is as shown.  

There are now three wholly owned subsidiaries under the Neural Pocket Group. One is Neural Marketing, 
which I mentioned at the last financial results meeting. These include DigiLook, LED vision, Focus Channel, 
condominium advertising signage, and other businesses. 

Neural Engineering Inc. is a company that defines the requirements for technical operations, installation, and 
maintenance, such as the installation of edge equipment.  

Third, we have established a company called Neural Group (Thailand) Co., Ltd. This is a company that will lead 
the implementation of the business in Thailand, as it is done in Japan, from the neural platform to the actual 
use of AI engines as well as the linkage of AI services to new consumer experiences, in large-scale urban 
development projects. 
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This is the performance for the most recent quarters.  

Net sales and income increased. We had expected to be in the black by EBITDA. We had thought that net 
income would be in the red in Q3, but it turned out to be in the black this time. 

In Q4, we will announce the sales of the activities conducted in Q1, Q2, and Q3 [inaudible] later in the final 
results. We do not yet know if these Q4 sales will directly translate into the first [inaudible], but for Q2, we 
believe it will be one of our largest performances in our past quarters. 
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This is the branch structure.  

We have 14 offices in Japan and overseas, and this time we have established a branch office in Thailand as 
our 14th office. 
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In fact, here are some of the KPIs for digital solutions in Japan in that context.  

Digital solution sales increased in terms of the number of units installed.  

DigiLook is an LED vision system, and in addition to its growth, there is also this signage, the so-called digital 
signage, which is placed in condominiums and other commercial facilities, and Focus Channel is also here. This 
service, which uses AI cameras on top of digital signage to analyze viewing and consumer behavior, has also 
increased.  

DigiPark and DigiFlow are car solutions.  

We believe that all services, including parking and traffic surveys, the so-called digitization services, have 
increased in a well-balanced manner. 
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As for the actual involvement in community development in Japan, the areas enclosed in red lines are those 
that have increased this quarter. We believe that we have achieved mostly nationwide coverage, from 
Hokkaido in the north to Okinawa in the south. 

A new addition allows tracking of the fullness of the parking lot at Huis Ten Bosch theme park in Kyushu, and 
not only to keep track of the fullness of the parking lot on site, but also to view this kind of up-to-date 
information from the Huis Ten Bosch website at all times, 24 hours a day, 365 days a year. 
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In terms of stable commercial operations, Huis Ten Bosch in the south, and buildings in the center of Tokyo, 
such as the Shin-Marunouchi Building and Marunouchi Oazo in the Marunouchi area are also utilizing it, as 
well as Shibuya Hikarie.  

In Shibuya, the range of activities has expanded to include the installation of such signage and the analysis of 
customers at fashion stores, distribution facilities, and activities in partnership with the Tokyo Metropolitan 
Government. 
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Please refer to the financial statements again for each of these.  

Huis Ten Bosch, for example, is equipped with cameras like this. Because the actual crowds can be seen, for 
example, on the website before visiting commercial facilities and amusement parks, visitors can be told which 
parking lot to go to first and choose the time to go based on how crowded it will be.  

We believe that this has become integrated into daily life while utilizing AI technology. 
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In this context, such an AI, which was released last week, has been operating 24 hours a day, 365 days a year 
for a long time. We have received many comments from our customers that they are beginning to feel the 
benefits of this operation more and more as it continues for a longer period of time. 

This has been installed at SMARK Isesaki, which is managed by Tokyo Tatemono Co., Ltd., for quite some time, 
about two years now.  

In this context, the introduction of DigiPark, shown on the right side, has had an impact on customers, such 
as the ability to smoothly guide vehicles to parking spots, which is directly linked to this sort of increased sales, 
or the fact that the guidance staff can work more efficiently and easily. The use of the system also improves 
productivity of on-site operations, and so on.  

I believe that these things have been integrated. 
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As for Focus Channel, the quantity is currently about 450 installed units. Our coverage in Tokyo continues to 
be number one. New advertisements of all kinds are coming in at the end of this year, as well as in the coming 
Christmas season. 
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Until now, the main advertisements were large advertisements from large corporations, but in private 
condominiums where many wealthy people live, there is a new need from the residents of the condominiums 
for not only national advertisements, but also local advertisements, or information about the local area. There 
is a growing need for local residents and local stores to distribute such local information to the condominiums 
they live in or near their own stores. 

It may be easier to understand if you think of it as an electronic version of Hot Pepper, a monthly free coupon 
magazine. We feel that the aggregation of such local information, in other words, the provision of such local 
information in an aggregated manner, is beginning to become a new value of Focus Channel. Currently, Focus 
Channel is being developed in Tokyo, but as it expands nationwide, it will be used as a medium to provide 
information on each region of Japan. 

In addition, there is a growing need for local producers and local governments to promote their local 
specialties in Tokyo and the greater Tokyo metropolitan area, for example, the hometown tax, which has been 
increasing again recently. We are also seeing an increase in the number of such items being submitted through 
Focus Channel. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
22 

 

 

We have realized, and hope to accelerate, the dissemination of such a variety of information through Focus 
Channel. At the same time, I mentioned local and regional information, and I think it is also important to 
expand the value of the media through cooperation with other media. 
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We have announced a business alliance with GROWTH from News Technology Inc., which currently holds 
about half of the cab advertising market share.  

For example, we are also working to show advertisements seen in cabs in a more advanced form or in a 
different form in condominiums, connecting them as a new advertising experience. I think it will become 
increasingly important for people to see information they learned in their condominiums one more time in 
the cab, and to collaborate with other advertising media in this way. 

DigiLook is fine. 

So, in summary, I would like to say that we believe that Q3 was a strong one, as I mentioned at the beginning 
of this report.  

Another thing I mentioned was the evolution of the business model that we have been promoting for the past 
two years since listing on the stock exchange, especially the shift from fee-based to unit-based services, where 
AI companies take the initiative in providing services under their own leadership rather than receiving contract 
development fees from the so-called large companies.  

In the two years we have been doing this, we have been trying to generate profits even on a unit basis, to 
generate a high profit ratio, and wherein particularly, to generate profits by producing a gross profit, a high 
gross margin ratio, and to use the profits generated in this way to feed the next stage of growth by 
concentrating on investment. We are feeling a positive response in that area as well. 
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Furthermore, I mentioned that edge technology is not only inexpensive, but also supports the mission of 
protecting personal information, which is an important mission for the use of AI in the global arena. I think 
that AI technology is beginning to penetrate both domestically and internationally. 

In this context, we have announced our determination to aggressively pursue growth not only in Japan, but 
also in overseas markets, not simply by establishing one new base, but as a core business area that we will 
focus on. I mentioned that we are getting a good response here as well. 
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In order to further expand scale in the future, we will utilize Neural Marketing, and from next year onward, 
we will actively and safely conduct M&A with a broad perspective, both in Japan and overseas, in order to 
further enhance our value.  

That is all from me. 
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Question & Answer 

 

Toyoda [M]: We are now moving onto the question-and-answer session. Shigematsu, Chief Executive Officer, 
and Tane, Director and Chief Financial Officer, will answer your questions. We will limit the number of 
questions to two per person. 

Well then, [inaudible]. 

Participant [Q]: [inaudible] First, let me confirm something about sales. There is a bit of a gap between the 
QoQ sales growth rate and the QoQ unit growth rate, [inaudible]. 

Shigematsu [A]: I think [inaudible] is a little bit closer here, but in fact this unit [inaudible]. 

Participant [Q]: In the [inaudible] part, I think there is a part where the sales level [inaudible] will go up, but I 
wonder if there is a jump here because customers receive the initial installation costs and that part will also 
come in to some extent, or if there is a fixed part that is accumulating. I think it is both, but in considering the 
performance for the next fiscal year and beyond, I would like to get some more hints as to how much is the 
fixed portion. 

Shigematsu [A]: Yes, that's right. That said, many of the fixed locations have seen a considerable increase in 
new installations at the end of the year. In fact, in terms of the fixed portion, if I were to speak of our ability 
to continuously produce to some extent, I would say that between Q3 and Q4 is probably our current steady-
state ability, as I will discuss again in the final financial results. 

The reason why the figures for Q1 and Q2 are a little low is not because of our poor performance in Q1 and 
Q2, but because some of our activities, such as the recognition of sales after the introduction of digital 
solutions and the start of stable operations, the so-called accounting recognition criteria, are a little closer to 
Q4 than Q1. 

So, in that sense, I am not sure if we can call it fixed. In terms of a somewhat stable start to the next fiscal year 
and beyond, I would say that the actual value is between the third and fourth.  

Participant [Q]: Thank you.  

Secondly, can you tell us about Thailand? As for how to build a business, would you secure a solid sales force 
like in Japan before developing your business, or would you focus on developing alliances with Japanese 
companies in the region? I also think it is difficult to be specific about what is being considered now in terms 
of the sense of the sales perspective [inaudible]. 

Shigematsu [A]: We are currently discussing and moving forward with a business alliance like [inaudible]. This 
is true in Japan as well, but in any country where you go, it is basically the local companies that are running 
the business.  

In Thailand, of course, there are many Japanese companies that have production bases, so the number of 
Japanese companies that actually see Thailand as a market and do business in Thailand is surprisingly small, 
as we have found when we visit offices. Therefore, the first step is to work with local companies, and we are 
also planning to establish our own sales structure to some extent like in Japan as well. 
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I'm sorry, but having a 100-person team like in Japan is naturally [inaudible], so I'm going to return to my 
original point. In Thailand, we are considering the image of Thai companies and our Thai employees working 
together safely as a local company. 

Although we do not have much information to disclose at this point regarding the sales perspective, at some 
earlier point in the process, we hope to bring it to the same level as the current level in Japan. A little over 
JPY3 billion for the current fiscal year, to that extent, we would like to have the same technology as in Japan 
at some earlier date, but we will announce the actual specific figures in the financial results. 

Participant [M]: I understood the content well. Thank you. 

Toyoda [M]: Thank you. Does anyone have any other questions?  

Since there are no additional questions, this concludes the question-and-answer session. 

Thank you for attending today's Neural Pocket Inc. Q3 financial results meeting for the period ending 
December 31, 2022. We will now close the meeting. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
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answer from the Company, or [M] neither asks nor answers a question. 
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