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Presentation 

 

Toyoda: Thank you everybody for participating in Neural Group Inc.’s financial results briefing for Q2 of the 
fiscal year ending December 2023. My name is Toyoda, and I will be the moderator today. I appreciate your 
attention. 

Today, we will hold a presentation using the financial results presentation materials disclosed on our IR 
website on August 10. We will be sharing screens via Zoom. But if you are participating by phone, please visit 
our IR website to view the documents. Also, taking photos, filming, or taking audio recordings of this 
presentation is prohibited. 

Now, I will explain today’s flow. First, our Chief Executive Officer Shigematsu will provide a 30-minute 
presentation on the business overview and performance. After that, we will have a question-and-answer 
session until 17:00 at the latest. Both Chief Executive Officer Shigematsu and Director and Chief Financial 
Officer Tane will answer your questions. 

Now let us get started. Chief Executive Officer Shigematsu will provide a business overview and performance. 
President Shigematsu, please go ahead. 

Shigematsu: Thank you for participating in our financial results presentation. I would like to provide an 
overview of the Q2 financial results. Since the project is progressing smoothly, I will provide a mid-term report 
and describe the details by focusing on the main points. 
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As for the H1 performance, although business growth was not as strong as we had expected, it was 
approximately a 20% growth. 

On the other hand, as you can see on the far right, one of the main themes of this year was to strengthen our 
group’s employees and sales structure, and I feel that we have made much progress in this area. It was 
common for AI businesses to receive large-scale project orders from large companies in the past. Our current 
short-term strategy involves actively selling proprietary AI services, not large-scale projects, and we managed 
to strengthen our sales structure significantly this year. We would have liked to achieve a little more business 
growth and although it took some time to educate our salespeople, their sales abilities are currently stronger 
than we had imagined and they are doing well. 

Regarding profitability, the gross profit margin is 66% and it has not changed much over the past several years. 
Our strategy for business growth is to maintain high profitability and the ability to earn profits by maintaining 
such gross profit margins while growing our topline. And this has been proceeding as planned. 

Our business development, in addition to advertising in apartments for our advertising business, mainly 
through the Focus Channel, we are also targeting outdoor advertising operations in the city. This time, we 
have announced an advertisement operation of a large LED display in front of Sendai Station. This is the first 
of a series of outdoor advertising media that we have launched, and I believe that this is the start of a 
nationwide network of outdoor advertising media that we will continue to create over the next several years. 

On the other hand, NEURAL.LLM, which we recently announced, is a new technology for generative AI. We 
will be generating language, video, images, animation, and the likes with such technology. Of course, it is 
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important to simply play and experiment with generative AI technology. We have been creating images using 
such generative AI technology for visual images, such as in the area of community development and 
advertising operations. We have been commercializing the creation of advertising content and internet web 
services using such automatic language generation, and we believe that we have achieved results in this area 
in Q2. 

 

I mentioned that net sales increased by 19% in H1. But on a Q2 basis, it was a 21% increase QoQ. 
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For the Group’s employees, Neural Marketing Inc.’s division sells advertising and outdoor LED AI displays and 
has increased the number of employees to meet its budget. As the job-to-applicant ratio was over 10 times, 
we conducted extremely rigorous recruitment interviews and carefully selected members with sales 
experience in a variety of fields. After a month since joining each of them is performing independently and 
manages to conduct sales activities on their own. 
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The full-year performance was JPY1.375 billion. 
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There is no change in the full-year forecast. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
8 

 

 

As we have disclosed information relating to the PMI of inventory assets today, we have been conducting 
accounting PMI for the former Netten, which is the current Neural Marketing Inc., for about one year since 
the acquisition. We have conducted almost all of the PMI and we have completed all of it. 

There was one correction related to system integration of the inventory recognition at the time of account 
settlements at the end of last year, and an  accounting error occurred relating to the migration, resulting in 
an undervaluation of costs for last year, and an overvaluation for Q1 this year. As a result, we have made 
adjustments by lowering profits for last year while raising profits for this year. 

We apologize for the mistakes that occurred regarding the PMI upon the acquiring of a company larger than 
our original stand-alone business. However, we are confident that we have completely corrected them and 
such corrections will not have any long-term effect on future business growth. 
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I will explain the progress status for each business. For Neural Group Inc. (consolidated group), this year’s 
theme is scale and profitability. Scale refers to expanding the size of the business, whereas profitability  refers 
to maintaining the gross profit margin whilst growing topline to realize an operating surplus. 

We believe that we are currently very close to the break-even point for sales. Although we posted a loss in 
Q2, I believe that the Company will reach the break-even point in Q3 or Q4. 

The break-even point does not mean a short-term profitability in a single quarter due to a shift in the timing 
of acceptance inspection (concentrated at the end of the fiscal year), but rather, profitability across all 
quarters, even taking into account the shift in the timing of sales acceptance inspection. Our goal is to achieve 
profitability through all quarters, and we feel that we are very close to that break-even point.  

When we reach the break-even point regarding this matter, as we have experienced a deficit in our financial 
results for last year and the year before, I believe we are close to achieving a surplus in our financial results. 

The DigiSolutions installation performance, shown at the top-right, we are aiming for a cumulative total of 
400 units. 

Neural Marketing is therefore expanding its sales structure and establishing new offices. As of Q2, we have 
established new bases in Sapporo and Takamatsu and are implementing expansion throughout the country. 

Focus Channel is also aiming for a total of  50 new units installations, while COVID-19 has ended and the flow 
of people has increased, with the submission of outdoor advertisements increasing. We believe that this is 
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also a strong business development when considering the next fiscal year. We would like to place a strong 
emphasis on this area as our core business for the next year and beyond. 

 

Right after we went public, we have been selling AI edge services on a unit basis by switching from a fee-based 
contract business, and we are now approaching the 2,000-unit sales mark. 

Although we are achieving steady growth for this, we worked hard on our sales activities to sell our products 
in the past. We have hired sales personnel this time, and in addition to active sales activities through our sales 
staff, we have also seen an increase in sales activities from third parties through our agents, such as 
DigiSolutions, advertisements, LED, and displays. The increase in unit sales for these has taken off. 
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The reason why sales have been so successful is that we have been able to control the entire value chain that 
we have built up so far. We initially choose the installation site. Naturally, for such an AI solution, we consider 
which government agency or real estate company will decide which facility to install the solution at, and this 
is applied to sales activities. With this in mind, we do the installation while considering what equipment would 
be introduced. 

With operations and maintenance, contents are applied, some of which are originally created manually by 
people, whereas some others are created through generated AI. In addition to the real man-made advertising 
content that we have mainly produced in the past, we have recently been selling more highly-entertaining 
content, including similar animated ones. I believe that the ability to generate such content has become 
increasingly sophisticated in terms of the types of content and the methods used to generate it. 

When ad serving attracts such advertisers, the so-called media representation business becomes important, 
and I believe that we managed to strengthen such media representation functions. Although this is related, 
by visualizing the advertisement effects or visualizing the flow of people and cars that lead to organizing traffic, 
I believe we have established a series of steps to create reports from such trends. 
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We recently announced in IR that we have started outdoor advertising at the BiVi Sendai Station East Exit and 
we will start advertisement operations with the display in front of the station from October of this year. We 
introduced these large LED displays that have a width of 9.6 meters and a height of 7.2 meters. In addition to 
selling these LED displays, we also engage in the media representation business where we coordinate their 
publicity content. 
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For LLM generation, our strategy is to generate AI by drawing the line when it comes to creating our own, use 
of another company’s ChatGPT, or replacing it. 

We have already started to sell this software and expect to generate sales of about JPY100 million within this 
year. We also sell web pages with a generative system for Generative Web and its contents can automatically 
generate a blog, for example. Also, when a website page is created, word of mouth is sent from various users, 
to which it automatically replies. And as we have experienced so many foreign tourists coming to Japan, the 
website page will also automatically translate that page’s contents from Japanese to multiple languages. 
Another feature is visualizing the effects of advertisements. We sell website pages that feature such a series 
of functions and the sales have been favorable. 

The Neural Designer in the middle utilizes real-life people and also automatically generates models of such 
people, including animation to enable the generation of image advertising content. 

In addition to this, there is the dress-up function for the apparel business that we have been doing since our 
company’s inception. This dress-up function is catered to EC services. In the past, the apparel business has 
been sending clothes for the model to test-wear when they were sent to the EC. Then the model would have 
his or her photo taken at the studio and then shown on the EC page, which would incur a lot of costs and time. 
However, this model will be automatically generated, and as long as there is a photo of the clothing, it would 
be automatically applied to the model, which will then be shown on the EC website to allow dress-up functions. 
We have been developing such generation technology. 
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We have a variety of such generation technologies and we are making efforts to sell them by connecting them 
through sales activities. As I mentioned earlier, it would be a waste to only conduct research relating to the 
technology and we are working to industrialize this technology as quickly as possible. We expect to generate 
sales of JPY100 million this year. 

 

I have just explained this so I will skip it. This is online business. 
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Focus Channels is performing well. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
16 

 

 

DigiSolutions is currently expanding nationwide and we have received a large number of orders in Q3 and Q4 
while we working hard to manage installation work. We have almost completed building the business in this 
area and we are currently discussing how to realize expansion in terms of adding another digit to the current 
figures. 
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Such growth that adds another digit to the current figures is necessary for this situation, and we are recently 
implementing platform services for this AI community-creating service. This shows the use of AI cameras to 
measure the flow of people and cars in the city and we are now selling this data platform to our customers, 
which is the result of analyzing such data. 

The same template and data analysis can be altered and analyzed. By analyzing using such data platforms and 
applying the data quantitatively, it would be useful for decision-making regarding capital investment in new 
transportation facilities or management operations, for example. We are recently taking efforts to establish 
them as a norm for public and private entities. We have been mentioning the practical use of such AI 
businesses, instead of actual PoC for many years. And we are currently promoting our business where such 
practical use is applied for 10 years based on decision-making. 
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It indicates that these results have increased. 
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We entered the Thailand market last year and we are currently well-established in the country. We are 
conducting a variety of activities there. 

In H2, we plan to announce progress in actual sales. Please stay tuned for more updates. 

That concludes my explanation. If you have any questions, please let us know. 
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Question & Answer 

 

Moderator [M]: We will now move into the question-and-answer session. Chief Executive Officer Shigematsu 
and Director and Chief Financial Officer Tane will both answer your questions. We will limit the number of 
questions to two per person. 

If you have any questions, please click the “raise hand” button. 

Shigematsu [M]: I hope you understand. 

Moderator [M]: Thank you very much for participating in today’s Neural Group Inc.’s financial results 
presentation for Q2 of the fiscal year ending December 2023. We will now end the presentation. 

[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]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY’S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2023 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 




