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Presentation 

 

Moderator: It is time for us to begin. Thank you very much for taking time out of your busy schedule today 
to join us for Neural Group Inc.'s financial results briefing for the fiscal year ending December 31, 2024.  

Today's presentation will be based on the financial results presentation material disclosed on our IR site on 
February 14. We will be sharing screens via Zoom, but if you are joining us by phone, please visit our IR 
website to view the documents. In addition, filming or recording of this briefing is prohibited. 

Now, let me explain today's flow. 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 5:00 PM at the latest. Both Shigematsu, Chief Executive Officer, and Kisaka, Chief Financial Officer, will 
answer your questions. 

Thank you for your patience. Chief Executive Officer Shigematsu will now give an overview of our business 
and performance. 

CEO Shigematsu, please go ahead. 

 

Shigematsu: Thank you all for joining us today. I would like to present the full-year financial results for our 
7th fiscal year. 
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First, let me provide an overview. 

In fiscal year 2024, our revenue reached 3.56 billion yen, representing a 12.2% increase compared to the 
previous year. 

As for operating profit, while our goal this year was to return to operating profitability, we achieved an 
operating profit of 35 million yen. This marks an improvement of approximately 700 million yen in our 
operating profit base compared to last year. 

To summarize, we believe that fiscal year 2024 served as a foundational year in which we successfully 
returned to profitability and achieved both revenue and profit growth. 

In particular, during the fourth quarter, we recorded our highest-ever revenue and operating profit, 
resulting in an operating profit margin of 11.8%. We will continue striving to further strengthen these 
figures moving forward. 

Behind these results are the efforts made throughout the year. While expanding our service revenue, our 
main theme for FY2024 was ensuring that profit reliably followed revenue growth. 
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In terms of actual initiatives, we have been working since the year before last to optimize costs in a way that 
they do not scale linearly with service delivery. This has allowed us to ensure that as our proprietary AI 
services expand, profitability grows accordingly. 

For fiscal year 2025, we are projecting revenue of 3.7 billion yen, which represents a 3.8% increase 
compared to the previous year. While this figure reflects steady growth, we believe it is an appropriate and 
realistic estimate at this point in time. As the market continues to show strong momentum, we are 
committed to pushing further toward even greater achievements. 

Regarding operating profit, we are planning for 160 million yen, and net profit is projected at 40 million yen 
for the full year. In FY2025, we intend to strengthen the scalability of our business model as a foundation for 
further expansion in the years ahead. By doing so, we aim to lay the groundwork for significant future 
growth and consistent generation of net profit throughout the year. 

 

 

 

As you are all aware, the AI market is experiencing strong growth, and we are feeling a significant tailwind as 
we conduct our business in this environment. 
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At Neural Group, we are developing deep learning programs in the field of artificial intelligence, focusing on 
the four key areas outlined here. 

The first area is object detection technology, which we have been providing since our founding. This 
includes the analysis of people, audio, and visual data such as photos and videos. Leveraging these 
capabilities, we offer vehicle detection solutions, as illustrated in the bottom left section. 

In the top right area, we focus on edge AI, where we develop edge AI programs using NVIDIA’s Jetson series. 
This also involves the development of supporting technologies such as security and network infrastructure. 

Over the past two years, we have also been strengthening our efforts in the field of generative AI, 
particularly in animation. Our company operates a business involving outdoor vision displays, and we have 
actively launched services that bundle generative AI characters and content together with these displays. 
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Let me now explain one of our key strengths: edge AI. 

On the left side, you see cloud AI, which refers to server-based services and is currently attracting significant 
global investment, particularly around existing models. This is certainly a fast-growing area. However, when 
it comes to applying video and image analysis in public spaces, cloud AI presents two major challenges: it 
requires large-scale infrastructure investment and raises significant privacy concerns. For example, sending 
facial or vehicle data captured in public spaces to a centralized server introduces high privacy risks. 

On the other hand, as shown on the right, edge AI offers a compelling alternative. By placing a small GPU 
capable of running AI programs right next to surveillance cameras, we can process and convert video into 
data in real time—locally, without sending it to the cloud. This not only minimizes infrastructure investment 
but also significantly reduces privacy risks, making it more suitable for use in public environments. 
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Now, regarding generative AI—our initiatives in this area include generating photos, manga and anime-style 
illustrations, website and social media content, as well as user reviews. In addition, we also create 
illustrations tailored for advertising content. 
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Our company offers a variety of services, but currently we are focusing on four key areas. 

The first is the edge AI camera, shown in the upper left. These cameras are deployed in public spaces to 
detect vehicle and pedestrian traffic. They are used in over 50 locations nationwide for purposes such as 
crime prevention, security, sales promotion, and urban planning through data-driven marketing. 

The second area is media operations and the integration of generative AI. Leveraging our NeuralVision 
network, which distributes LED vision displays, we promote sales through outdoor advertising and 
generative content. 

A similar initiative is “FOCUS CHANNEL,” a media advertising business that uses digital signage equipped 
with AI cameras. These signages have been installed in 450 high-rise and premium residential buildings, 
primarily in central Tokyo and the greater Kanto area. Each signage unit is equipped with an AI camera, 
which is connected to a network to gather viewership data and enable remote content delivery. 

And finally, launched in March 2024, “KizunaNavi” is a SaaS-based AI service designed to support one-on-
one meetings between managers and their team members within an organization. Through this service, we 
aim to promote human capital management and foster stronger workplace relationships. 

Now, I’d like to introduce each of these services in more detail, one by one. 
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Our AI camera business has been a core focus since our founding, and over time, it has evolved into a well-
structured service offering. Looking ahead, we aim to further expand its adoption across a broader range of 
applications in society. 
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These various services have received highly positive feedback from our clients, reflecting their strong 
satisfaction and trust in our offerings. 
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In addition, we hold the number one market share in domestic sales of LED vision displays. By leveraging this 
extensive network, our strong product capabilities, and our advanced AI technologies, we actively support 
marketing initiatives through outdoor vision-based advertising. 
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This is an example where we received a letter of appreciation from the Miyagi Prefectural Police. It reflects 
our commitment to supporting community-based initiatives. Alongside driving business growth, we place 
strong emphasis on contributing to society through our activities. 
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This is our residential signage service. 

We have currently installed digital signage in 450 high-end residential buildings in central Tokyo. These 
signages are strategically placed in high-visibility areas such as building entrances and elevator halls—
locations that naturally attract the attention of residents. Advertisements are displayed on these screens, 
and AI cameras monitor viewership data in real time. 

By equipping the signage with AI cameras, we are able to identify viewer demographics and visualize 
advertising effectiveness. This data is then provided back to advertisers, allowing for more targeted and 
measurable marketing campaigns. 
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Our residential signage platform attracts a wide range of advertisers. These include not only nationally 
recognized brands with strong brand awareness but also local governments and regional businesses. By 
broadcasting advertisements for local specialties and municipal initiatives, we are actively using our signage 
network to support community engagement and regional revitalization efforts. 
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We have received very positive feedback from our advertisers. Not only newer companies like Furusato 
Honpo, but also established businesses such as department stores and local clinics, are utilizing our 
platform. By featuring a diverse range of advertisers, we are supporting innovative marketing initiatives and 
helping various businesses expand their outreach. 
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Lastly, let me introduce “KizunaNavi,” our SaaS system designed to support one-on-one meetings. 

KizunaNavi is a SaaS platform we are co-developing with our business partner, Sony Corporation. In today’s 
environment, where strengthening human capital and addressing workforce mobility have become key 
themes, KizunaNavi serves as a tool to enhance communication within companies. 

When employees conduct one-on-one meetings, they can launch KizunaNavi to record notes from the 
conversation and review topics discussed in previous meetings. Additionally, employees can set discussion 
topics in advance, and the AI will provide supervisors with suggested talking points to facilitate more 
meaningful conversations. 

During the meeting, the AI system can monitor conversation dynamics—such as the balance of dialogue, 
facial expressions, and interaction patterns. It can identify positive communication traits, detect effective 
language that strengthens relationships, and flag any use of language that may be considered harassment. 

By utilizing these AI-driven features, KizunaNavi provides summarized insights on one-on-one meetings, 
which can be shared with HR departments and management teams to help further strengthen the 
organization. 
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The background behind this initiative is the significant increase in employee turnover in recent years. 
Compared to 30 years ago, the turnover rate has risen substantially, and lifetime employment has become 
far less common. Many employees who leave cite reasons such as poor workplace relationships, a negative 
atmosphere, excessively long working hours, or being required to work on holidays. 

To address these issues, two solutions are crucial: first, promoting more active communication, and second, 
reducing time spent on unnecessary tasks. Improving efficiency in this way enables employees to enjoy 
proper rest periods and maintain a healthier work-life balance. Against this backdrop, one-on-one meetings 
have been increasingly adopted by companies. 

The reason for this trend is that, particularly among younger employees, there is a growing focus on 
personal growth and development. Many want to rapidly build new skills rather than spending 30 years in a 
single company. They seek greater freedom and flexibility in their careers, aiming to continuously explore 
new opportunities. Additionally, with the rise of mid-career recruitment, even more experienced employees 
now have greater chances to pivot into new career paths. 

While new opportunities are certainly available, reskilling becomes critically important when transitioning to 
a new workplace. How does reskilling happen? It often relies on learning directly from colleagues, and in 
order for that to be effective, strong communication is essential. In this context of major societal 
transformation, the importance of one-on-one meetings continues to grow, as they provide a vital platform 
for facilitating the communication and knowledge-sharing necessary for reskilling. 
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This is an example from KOKUYO Co., Ltd. They have expressed strong appreciation for KizunaNavi, noting 
that as Japan’s traditional lifetime employment model shifts toward a more dynamic, Western-style 
approach to working, they strongly felt the need to fundamentally transform their way of working. 
KizunaNavi has been well received as a tool to support this transition. 
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Currently, our company has built the capability to consistently generate annual revenue of around 3.5 billion 
yen. At this point, our services are being used across approximately 12,000 locations nationwide. 

One of our key strengths is the wide variety of use cases we support. Our services are utilized in many areas 
of daily life, including marketing initiatives at commercial facilities, logistics centers, retail stores, residential 
buildings, and office complexes—primarily in the private sector. 

As we move further down the list, our presence expands into highly public sectors such as post offices, 
parks, roadside stations, municipal offices, and police departments. We see a significant number of 
applications in these public domains as well. 

In this way, we believe we are a uniquely positioned AI company among startups, given our ability to serve 
both private and public sector needs. 
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Now, I would like to explain our business performance for fiscal year 2024. 

As mentioned at the beginning, by expanding our service revenue and improving the operational efficiency 
of our AI technology infrastructure, we successfully transitioned to a profitable business structure. 

The details are outlined below, but in short, while we expanded our service sales, we simultaneously 
ensured that costs did not increase proportionally as our proprietary AI services scaled. As a result, 
profitability improved significantly. Through this, we have built a business model designed to further 
enhance profitability as we continue to grow and scale in the future. 
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Our revenue for the fiscal year reached 3.564 billion yen. Since the second fiscal year, when we began 
disclosing financial information, we have maintained an average annual growth rate of approximately 63%. 

In the past two to three years, our growth has stabilized somewhat, and we have presented a similarly 
moderate growth forecast for fiscal year 2025. However, we are committed to putting in every effort to 
transition from this stable trajectory back onto a stronger growth path moving forward. 
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Looking at our operating profit, you can better understand the activities we have undertaken over the past 
two to three years. 

On the far left, you see the green section representing AI license sales, which was the core business model 
at the time of our IPO during our third fiscal year. This AI licensing business required us to proportionally 
increase the number of engineers and sales staff as revenue grew. As a result, while revenue and profit 
grew, they did so in a linear, proportional manner, making it difficult to achieve exponential growth. 

Recognizing this, over the past two to three years, we have been shifting our focus toward the sale of 
proprietary services. During this period, we invested heavily in building new services and developing the AI 
backend infrastructure. 

While we operated at a loss for approximately three years due to these foundational investments, our 
efforts bore fruit in fiscal year 2023. From there, both revenue and profit began to increase, leading to a 
successful return to profitability in fiscal year 2024. This marked a major milestone: the successful 
monetization of our service-based business model. 
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Against revenue of 3.56 billion yen, we recorded an EBITDA of 187 million yen, which you can consider to be 
roughly equivalent to operating cash flow. Operating profit was 35 million yen, ordinary profit was 11 
million yen, and we posted a net loss of 91 million yen. 

The difference between operating profit and net loss is almost entirely attributable to taxes. Thus, in terms 
of core business performance, we successfully built the capability to generate 35 million yen in operating 
profit. 
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Regarding the differences between our fiscal year 2024 full-year results and the business targets we 
announced last year, I am pleased to report that we essentially achieved all of our stated goals. 

First, we had set a target of achieving full-year operating profitability. We reached this with an operating 
profit of 35 million yen for the year. 

Second, we aimed to achieve quarterly operating profitability starting from the third quarter. We 
successfully posted operating profits in both the third and fourth quarters. 

Third, we targeted an operating profit margin of around 10% in the fourth quarter. We exceeded this goal, 
achieving a margin of 11.8%. 

Finally, regarding the goal of achieving net profitability within a quarter, we recorded a net profit of 62 
million yen in the fourth quarter. 
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This slide shows the comparison between our actual results and our earnings forecast. 

We released a timely disclosure today, which was a somewhat technical matter—primarily because our 
ordinary profit exceeded the forecast threshold that required an upward revision. However, overall, results 
were very much in line with expectations, and we did not experience any significant upside or downside 
deviations. 

Operating profit exceeded the forecast by approximately 5 million yen, ordinary profit by 11 million yen, and 
net profit by 28 million yen. 

As for the reasons behind these differences: For ordinary profit, as disclosed, in addition to the roughly 5 
million yen increase in operating profit, a slight reduction in interest expenses—due to partial repayment of 
borrowings—also contributed to the slight outperformance. 

Regarding net profit, the main factor was tax effects. We had originally forecast substantial tax payments for 
the year, but actual tax payments were lower than expected, resulting in a smaller net loss. We believe 
these differences did not have a significant impact on our overall business operations. 
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This is our business plan for fiscal year 2025. 

Revenue is projected to grow by 3.8%. While the overall increase in sales may seem modest, behind the 
scenes, we intend to further strengthen our profitability and business model. From a business standpoint, 
we are planning various initiatives to achieve this. 

As noted under "Strengthening Service Scalability," our focus will be on increasing recurring revenue 
streams. To support this, we will emphasize the development of SaaS-based AI services, with KizunaNavi 
being a key example. 

Additionally, while our AI cameras have been widely adopted across different locations, the needs of 
municipalities and commercial facilities have varied slightly. Until now, we have engaged in a considerable 
amount of customization to meet these specific needs. However, starting next year, we plan to move 
toward greater service standardization. This means taking a leadership role in defining service specifications 
for the industry, rather than accepting highly customized, one-off orders that do not align with broader 
market demand. 

Through this selective approach, while the top-line sales growth may be somewhat limited, we believe we 
can significantly enhance the scalability and profitability of the business. 

In terms of operating profit, we are projecting approximately 350% growth—around a 4.5 times increase 
compared to the previous year. 
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As for net profit, while there were temporary tax effects last year, those are expected to normalize. With 
the expected increase in operating profit, we forecast substantial improvement in net income as well. 

 

 

 

This brings us to the summary. 

Against projected revenue of 3.7 billion yen, we are targeting an EBITDA of 300 million yen, operating profit 
of 160 million yen, ordinary profit of 140 million yen, and net profit of 40 million yen. In all aspects, we aim 
to achieve both revenue and profit growth.  

That concludes my presentation. 
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Question & Answer 

 

Moderator [M]: We are now moving onto the question-and-answer session. Shigematsu, Chief Executive 
Officer, and Kisaka, Director and Chief Financial Officer, will answer your questions. 

Please state your affiliation and name before your question. We will limit the number of questions to two 
per person. 

Well then, Mr. Iwamoto from Iwamoto. Please go ahead. 

 

Iwamoto [Q]: This is Iwamoto from TIW. I have one major question. 

Regarding the outlook for this fiscal year, I am concerned about the relatively modest sales growth forecast 
of around 4%. My question is aimed at better understanding the underlying factors behind this figure. 

While you mentioned factors such as the shift away from custom orders, I would like to confirm whether 
there are any sales-side constraints or any specific reasons causing this slower growth trajectory. 

Additionally, when looking at your revenue breakdown by service line, I would like to understand what areas 
are expected to drive growth this fiscal year. For example, will KizunaNavi play a significant role in pushing 
revenue upward? Please help us understand, either using the current slide or any other structure, which 
specific services will act as growth drivers for this fiscal year. 

 

Shigematsu [A]: Thank you for your question. 

As I mentioned earlier, we intend to focus on growing the four core services introduced today. In the third 
quarter, we previously presented about seven or eight service areas, but at that time, we mentioned that 
we would prioritize and streamline our focus. For areas that we did not highlight today, we have scaled back 
budget allocations. Conversely, the services we presented today—such as activities involving generative AI 
and outdoor media, as well as urban development initiatives using edge AI cameras—are areas where we 
plan to drive significant growth, particularly where we have shared common market understanding. 

From our side, the initial annual budget figures are intentionally conservative. Therefore, while the 
projected sales growth may appear modest, we are confident in our focus areas. As the fiscal year 
progresses and actual figures become more solid, we will consider disclosing more details on which services 
are showing strong performance. 

For now, however, we plan to move forward based on the current level of disclosure. 

 

Iwamoto [Q]: Thank you very much. Just to confirm one point: Is it correct to understand that, aside from 
the four core services you mentioned, there are no special constraints or extraordinary conditions affecting 
the other areas this fiscal year? 
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Shigematsu [A]: No, there are absolutely no special constraints. 

On the contrary, now that we have returned to profitability, we recognize that having annual revenue in the 
3 to 4 billion yen range is still too small. I personally feel very strongly that scaling the business model is a 
key trend in today’s AI industry. As an AI company, one of our strengths is our ability to create and sell a 
wide variety of services. However, we also believe that being too scattered in our efforts would not be 
beneficial. 

Going forward, it is important for us to focus our efforts on services that have the potential to grow two, 
three, or even ten times larger, rather than trying to do everything at once. While pushing everything 
equally might result in slightly higher sales and profits in the short term, our policy—reflected in this year’s 
budget plan—is to concentrate resources strategically on areas where we expect strong future growth. 

 

Iwamoto [M]: Thank you very much. I now have a clear understanding. If I may say so, I find your focus on 
visualizing urban spaces and enhancing information dissemination very promising. Thank you again. 

 

Moderator [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 joining us today for Neural Group's financial results briefing for the fiscal year ending 
December 31, 2024. We will now end the meeting. 

[END] 

______________ 
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