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June 29, 2022

E nte I"ta i n m e nt (Overweight/Maintain)
K-pop continues to shine on the global stage

Mirae Asset Securities Co., Ltd.

Bumyong Song bumyong.song@miraeasset.com

Global fan base expansion
driving growth

Record-high earnings expected in 2022

e For 2022, we expect the four major entertainment companies—JYP Entertainment, SM
Entertainment, YG Entertainment, and HYBE Corporation (HYBE)—to post record-high results,
with combined revenue of W3.2tr (+24% YoY) and operating profit of W422.8bn (+22% YoY).

* The companies are continuing to expand their global fan bases, which should lead to higher
album sales and larger concerts for established artists, as well as a rapidly rising profit
contributions from newer artists amid an overall increase in album sales.

Well-positioned to overcome
headwinds

Entertainment stocks are undervalued

« Despite the ongoing growth in album sales and concert size, the average 12-month forward P/E
of the four major entertainment stocks has fallen to 23x, weighed down by inflation fears and
company-specific risks.

* The current multiples of entertainment stocks are in line with the average seen in 2015-16
(excluding HYBE), when Super Junior/Big Bang's military obligations and the fallout of the
THAAD dispute with China pressured revenue growth.

« BTS's hiatus and the military obligations of its members are certainly headwinds, but we still
believe entertainment stocks are undervalued, given that: 1) around 10 new artists/groups are
scheduled to debut by the end of 2023; and 2) we see strong upside to profits in the US and
Japan.

Top pick: JYP Entertainment

Lower TP for HYBE

« Our top pick is JYP Entertainment, whose artist lineup includes Stray Kids (which has two albums
that have sold over 1mn copies) and NiziU (Japan).

* For HYBE, our previous top pick, we lowered our target price to W270,000, as we revised down
our earnings estimates to reflect BTS's earlier-than-expected absence.

Figure 1. )YP Entertainment, YG Entertainment, and SM Entertainment: Market cap trend
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Entertainment

I. Four major entertainment firms: Scaling up

Album sales and concert size growing amid global fan base expansion

In 2022, we expect the four major entertainment agencies to collectively sell 45mn albums
(+10% YoY). Global fan base expansion is supporting an overall increase in album sales and
driving the strong growth of newer artists. Indeed, several groups that debuted in 2022 have
already sold 400,000 album copies each. Furthermore, the inflow of new fans is generating
interest in artists’ older albums, driving up back catalog sales.

Four entertainment firms to see steady growth in album sales

A growing number of artists are hitting the 1Tmn album sales mark, likely due to
entertainment firms' increasingly organized and systematic overseas operations (e.g.,
partnerships with local labels and promoters). We also note that the sales share of top-selling
artists (cumulative) is declining, suggesting more across-the-board growth for K-pop artists.

Figure 2. Falling sales share of top-selling artists (cumulative) Figure 3. Major entertainment agencies: Album sales trend
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Figure 4. Major entertainment agencies: Share of total aloum

Source: Mirae Asset Securities Research

Figure 5. No. of artists selling more than 1mn albums
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Figure 6. Time from debut to 1mn album sales

Entertainment

Digital platforms helping to drive strong growth of newer artists

As K-pop gains increasing recognition overseas through digital platforms, new artists and
fourth-generation artists (i.e., those debuting after 2017) are seeing strong album sales.
Despite being relatively new, groups like Stray Kids (debuted in 2018), TXT (2019) and Enhypen
(2020) have topped the 1mn album sales mark. Although female artists generally sell fewer
albums than male artists, Le Sserafim (HYBE), NMIXX (JYP Entertainment), and Kep1er (CJ
ENM), all of whom debuted in 2022, have so far topped 400,000 copies each.

We compared the Twitter presence of K-pop artists by generation and found that fourth-
generation artists tend to be more active on the platform, creating an account four months
before their debut to communicate with global fans. They also have six times more tweets
than second-generation artists and two times more than third-generation artists.

In addition to communicating with global fans earlier than previous generations, fourth-
generation artists have also ventured into overseas markets earlier. The time from debut to
overseas concert activities was on average 13 months shorter for fourth-generation artists
compared to third-generation artists, while the time from debut to overseas album release
was nine months shorter. In our view, the impressive growth of recently debuted artists is the
result of efforts to build global fan bases.

Figure 7. Debut album sales of female groups
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Figure 8. Twitter usage by generation

Source: Gaon Music Chart, Mirae Asset Securities Research

Figure 9. Fourth-generation artists venture into overseas
markets faster than previous generations
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Figure 10. Twice's back catalog sales

Entertainment

Increase in back catalog sales signals inflow of new fans

Sales of older albums by K-pop artists are also increasing. Older albums have higher margins
than new albums because costs are recognized in the quarter of their release. While people
buy older albums for a variety of reasons, one major factor is the desire of new fans to catch
up on an artist/group’s previous works. In other words, sales of older albums signal the inflow
of new fans. Back catalog sales have been growing since 2018, when K-pop artists’ move into
overseas markets began to accelerate.

Albums sold after the quarter in which they were released are typically considered older
album sales. We took a more conservative approach by defining new album sales as those
sold either in the quarter of their release or the subsequent quarter. By this standard, BTS,
despite having no major album activities aside from a single album release in 2021, sold
3.5mn copies of older albums last year (47% of the group’s total album sales). Furthermore,
NCT sold 1.3mn copies of older albums in TH21.

Figure 11. NCT's back catalog sales Figure 12. Red Velvet's back catalog
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Figure 13. Blackpink’s back catalog
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Entertainment

Increase in export destinations confirms global fandom expansion

We expect to see steady global fan base expansion amid growing album exports to North
America and Europe. In 2021, Korea exported US$200mn (+63% YoY) worth of albums—the
highest level on record—to 146 countries (+31 YoY). Interestingly, while Asia (e.g., Japan and
China) previously accounted for the bulk of exports, the region has continuously declined as
a percentage of overall exports, from over 90% in 2017 to 71% in 2021. This is mainly because
entertainment companies heavily promoted artists on digital platforms (e.g., YouTube and
Spotify) in 2017-18 in efforts to secure new fans, resulting in sharp growth in exports to North
America and Europe.

Figure 16. Korea’s album exports continuing to grow

Figure 17. Asia’s contribution to album exports declining
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Entertainment

Major music charts confirm K-pop's high standing

In the US and Japan—the biggest and second biggest music markets in the world—K-pop
artists are increasingly making it onto major music charts. This suggests more K-pop artists
will likely hold shows and tours overseas. As we noted in our previous report, K-pop artists
are increasingly breaking into the Billboard Hot 100 and 200 charts, largely driven by BTS.
Indeed, K-pop artists made it onto those charts 23 times in 2021; while down YoY (vs. 31 in
2020), the number was still higher on an annual basis when excluding BTS.

The share of K-pop artists in the top 25 album list released by Japan's major music chart
Oricon is also increasing. K-pop artists made the list six times in 2019, but that number rose
to 10 in 2021. K-pop artists’ album sales also climbed from 1.36mn copies in 2019 to 3.01mn
copiesin 2021 (based on the top 25 list). While TXT, Enhypen, and NiziU have yet to hold dome
concerts in Japan, we believe they are likely to do so in the short/medium term, given that
they have sold 200,000 albums in the country.

Figure 20. Presence of K-pop artists on the Billboard Hot 100 Figure 21. Presence of K-pop artists on the Billboard Hot 100
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Figure 22. Presence of K-pop artists on Oricon’s top 25 album

chart

Figure 23. K-pop artists’ Oricon album sales are growing
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Figure 25. Seventeen'’s concert venues: 2019 (pre-pandemic)

Entertainment

Artists’ increasing ability to draw crowds points to higher concert margins

Following a long void, offline concerts are starting to resume as economies reopen. With
many artists having built bigger fandoms during the pandemic, concerts are growing in both
size and frequency. With artists showing a strong ability to attract crowds, we believe they are
in a good position to enjoy a more favorable revenue split with concert promoters.

Twice’s North America concerts in 1H22 (seven shows and two encore shows) drew roughly
130,000 attendees—five times the previous level. Seventeen is going on a second world tour,
with 27 shows across 20 cities. Although the group will perform fewer shows in fewer cities
compared to its 2019 world tour, the upcoming tour consists solely of arena- and dome-sized
venues.

Stray Kids recently sold out its seven-show North America tour and subsequently added five
more shows. With a total of 12 shows planned, we expect concert attendance to easily surpass
pre-pandemic levels. Meanwhile, NCT 127 had to release restricted-view seats for its May
Tokyo dome concert (100,000 seats) after tickets initially sold out, and SM Town Live, a Tokyo
dome concert organized by SM Entertainment (scheduled in August), added one more show

after the event sold out.
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Figure 24. Twice's tour attendance: Pre-pandemic vs. 2022
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Figure 26. Stray Kids' North America tour attendance to
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Entertainment

II. Growth to continue even amid uncertainties

We believe shares of the four major entertainment companies are currently undervalued,
given their expanded global fan bases. Excluding JYP Entertainment (which has been free
from company-specific risks), the firms have seen their stocks retreat YTD (-56% for HYBE,
-8% for SM Entertainment, and -18% for YG Entertainment). As a result, the average 12-month
forward P/E of the four entertainment stocks has corrected from 33x at the start of the year
to 23x currently. While macro headwinds are partly to blame, we believe uncertainties related
to individual companies have also hurt sentiment. By company, P/E multiples are currently
27x for HYBE, 25x for JYP Entertainment, 20x for YG Entertainment, and 21x for SM
Entertainment. HYBE's multiple has contracted to an all-time low following news that BTS will
take a hiatus as a group to allow members to develop their solo careers in the short/medium
term.

The current multiples of entertainment stocks are in line with the average seen in 2015-16
(excluding HYBE), when Super Junior/Big Bang's military obligations and the fallout of the
THAAD dispute with China pressured revenue growth. We think the stocks are cheap at
current multiples, considering the expanded pool of artists capable of launching world tours
and selling more than 1mn albums, as well as the rapid growth of new artists. While inflation
and BTS's hiatus are concerns, we believe the four stocks still deserve a P/E of 32x—their
average 12-month forward multiple in 2021, when business models and fandoms expanded.

As for inflation concerns, we note that the income structure of entertainment firms makes
price pass-through easier, limiting downside to margins. Indeed, even as prices of albums
and concert tickets are rising, top-line growth is continuing, supported by a growing core
fandom. SG&A expenses (labor, commissions, etc.) generally arise as a certain percentage of
revenue, and risks of cost increases are therefore low.

We recommend JYP as our top pick. Stray Kids has become a million-selling group, while the
Japanese group NiziU is embarking on an arena tour just a year after its debut. Meanwhile,
Twice has proven its ability to draw larger crowds through its North America encore concerts,
and Stray Kids and Itzy are entering the North American market in 2H22 through an expanded
partnership with Republic Records. The launch of the company’s merchandise store JYP 360
should enjoy synergies with concerts, helping to boost 2022 merchandise revenue to
W31.2bn (+152% YoY).

Figure 27. Major entertainment firms: 12-month forward P/Es  Figure 28. Major entertainment firms: Foreign ownership
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Figure 29. Major entertainment firms: Cost-of-sales ratio

Entertainment

Figure 30. Major entertainment firms: SG&A ratio trends
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Table 1. Prices of K-pop albums are rising
Artist/group Release date Type Album Price (W) :,:_";:_
Feb. 2020 Fourth studio album Map of the Soul: 7 19,400 20
May 2018 Third studio album Love Yourself: Tear 16,300 11
BT Oct. 2016 Second studio album Wings 14,900 15
Aug. 2014 First studio aloum Dark & Wild 14,900 14
May 2021 Second studio album The Chaos Chapter: Freeze 16,400 8
m Oct. 2019 First studio album The Dream Chapter: Magic 16,300 8
May 2022 Fourth studio album Face the Sun 19,900 9
Seventeen - -
Sep.2019 | Thirdstudio album An Ode 17,100 11
Nov.2021 | Thirdstudio album Formula of Love: O+T=<3 22000 15
Twice Oct. 2020 Second studio album Eyes Wide Open 21,100 13
Oct. 2017 First studio album Twicetagram 18,300 13

Source: Weverse Shop, JYP 360, Mirae Asset Securities Research

Figure 31. Avg. ticket price of top 100 tours in North America

Figure 32. Avg. ticket sales of top 100 tours in North America
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Company analysis

JYP Entertainment (035900 KQ) Solid lineup, robust fandom

HYBE Corporation (352820 KS) BTS hiatus not a fundamental issue

Mirae Asset Securities Research 10
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JYP Entertainment

(035900 KQ)

Solid lineup, robust fandom

Mirae Asset Securities Co., Ltd.
Bumyong Song bumyong.song@miraeasset.com

June 29, 2022

TP: W79,000
Upside: 56.1%

Clear growth of artist lineup

2022 forecasts: Revenue of W307.4bn (+59% YoY) and OP of W87.6bn (+50% YoY)

* For 2022, we forecast JYP Entertainment to post revenue of W307.4bn and operating profit of
WB87.6bn (+5% and +1% above consensus estimates, respectively).

* We expect the company to see 750,000 concert attendees and 7mn album sales (+25% YoY)
in 2022.

« Increased ability to draw concertgoers: Twice's North American concerts held in 1H22 drew
roughly 131,000 attendees—around five times the level seen during the group’s tour held prior
to the pandemic (28,000). The number of shows also tripled compared to the pre-pandemic
tour. The group’s Japan tour had only three shows, but drew five times more attendees on
average per show. Stray Kids sold out its seven-show North American tour and subsequently
added five more shows. With the company's artists demonstrating an increased ability to draw
concertgoers, we expect to see higher minimum guarantees on concerts.

* Higher profitability of fourth-generation lineup: NMIXX's debut album sold 480,000 copies, and
Itzy's comeback album due inJuly is expected to initially sell over 500,000 copies. Meanwhile, NiziU
is set to go on a 15-show arena tour in Japan only a year after its debut.

* We expect 2022 merchandise revenue to grow 152% YoY to W31.2bn, supported by a more
active concert schedule and synergies from JYP 360, the company’s merchandise mall launched
onJun. 8.

Reaffirm Buy Reaffirm Buy and TP of W79,000

* We keep our 2022F net profit attributable to owners of the parent (W70bn) and target P/E (40x)
unchanged.

« Despite the company reporting record quarterly profit in 1Q22, persistent worries about
inflation have weighed on sentiment.

« That said, with artist IP (e.g., licensing) likely to gain in value on the global market, the resulting
OP margin improvements should help address worries about cost increases. We thus believe
upside momentum to share prices remains intact.

» The company has demonstrated its ability to achieve strong growth overseas in a short period
of time through NiziU. As such, we think new groups coming out this year and next (in Korea,
the US, China, and Japan) could quickly contribute to revenue, creating further upside to our
revenue estimates.

Key data

100 1 e Emeraiment  —— KOSDAG Current price (6/28/22, W) 50,600 Market cap (Wbn) 1,796
10 OP (22F, Wbn) 87 Shares outstanding (mn) 35
- Consensus OP (22F, Wbn) 85 Free float (%) 774
- EPS growth (22F, %) 32 Foreign ownership (%) 276
" P/E (22F, x) 258 Beta (12M) 0.99
0 ‘ ‘ ‘ Market P/E (22F, x) 9.2 52-week low (W) 38,350
8.2t 1021 222 622 KOSDAQ 769.51 52-week high (W) 64,700

Share performance Earnings and valuation metrics
(%) ™ 6M  12M  (Dec) 2019 2020 2021 2022F 2023F 2024F
Absolute -7.0 -1.6 26.7 Revenue (Wbn) 155 144 194 307 351 393
Relative 56 314 675  OP(Wbn) 43 44 58 87 9% 113

OP margin (%) 27.7 306 299 283 274 288

NP (Wbn) 31 30 67 70 77 91

EPS (W) 883 832 1,900 1,961 2,160 2,557

ROE (%) 219 173 314 252 226 22.1

P/E (x) 274 462 26.7 25.8 234 19.8

P/B(x) 50 70 70 56 47 39

Div. yield (%) 06 04 0.7 0.7 0.7 0.7

/
MIRAE ASSET

Securities

Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent
Source: Company data, Mirae Asset Securities Research estimates
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Table 2. TP calculation

Entertainment

Value Notes
2022F NP attr. to owners of the parent (Wbn) 70
Target P/E (x) 40 | Avg.2017-18 P/E
Target market cap (Wbn) 2,800
No. of shares (mn) 35
Target price (W) 79,000
Current price (W) 50,600
Upside potential 56.1%
Source: Mirae Asset Securities Research estimates
Table 3. Quarterly and annual earnings (Wbn, %, %p)
1Q21 2Q21 3Q21 4Q21 1Q22 2Q22F 3Q22F 4Q22F 2021 2022F 2023F
Revenue 32 4 57 64 68 66 77 97 194 307 351
Albumy/digital music 15 26 36 36 34 27 31 46 113 137 150
Management 4 4 7 11 13 17 21 25 26 76 91
Concerts 0 0 0 0 3 8 13 13 1 37 44
Advertising 3 3 3 4 5 4 4 5 13 17 20
Appearance fees 1 1 3 7 5 5 5 7 12 22 30
Other 13 10 15 17 21 23 25 26 55 95 109
OoP 14 10 18 16 19 20 23 25 58 87 9
OP margin (%) 26 237 31.8 25.6 283 29.8 29.7 25.8 29.9 282 274
Pretax profit 14 7 20 45 20 19 23 25 86 87 96
NP 12 5 17 34 17 15 18 20 68 70 77
NP attr. to owners of the parent 12 5 17 34 17 15 18 20 67 70 77
YoY
Revenue -4.9 18.8 65.5 52.9 109.8 63.6 337 51.7 343 58.5 14.0
Album/digital music 441 171 102.8 46.1 123.8 24 -149 279 50.6 212 10.0
Management -285 213 349 109.8 219.6 3109 2124 122.7 35.2 189.9 20.0
oP 25 6.0 63.8 55.1 39.1 105.9 249 529 31.2 49.6 10.7
NP 6.4 2.8 114.9 476.2 39.2 219.2 8.8 -40.6 127.8 43 10.0
NP (attr. to owners of the parent) 6.1 26 1155 485.8 385 216.6 8.8 -41.0 1284 39 94
Note: Under consolidated K-IFRS
Source: Company data, Mirae Asset Securities Research
Mirae Asset Securities Research 12



June 29, 2022

Income statement (summarized)

Balance sheet (summarized)

Entertainment

(Wbn) 2021  2022F  2023F  2024F (Whn) 2021 2022F  2023F  2024F
Revenue 194 307 351 393 Current assets 159 232 303 388
Cost of revenue 20 163 185 204 Cash & equivalents 49 68 117 180
GP 104 144 166 189 AR & other receivables 25 38 43 48
SG&A expenses 46 58 69 76 Inventory 1 2 2 3
OP (adj.) 58 87 96 113 Other current assets 84 124 141 157
OoP 58 87 96 113 Non-current assets 158 181 188 196
Non-operating profit 28 0 0 0 Investments in associates 43 65 74 83
Net financial income 1 1 1 2 PP&E 38 35 32 30
Net income from associates 15 6 7 0 Intangible assets 30 29 29 28
Pretax profit 86 87 96 113 Total assets 317 412 491 584
Income tax 18 17 18 22 Current liabilities 58 88 100 112
Profit from continuing operations 68 70 77 92 AP & other payables 15 22 25 28
Profit from discontinued operations 0 0 0 0 Short-term financial liabilities 1 3 3 3
NP 68 70 77 92 Other current liabilities 42 63 72 81
Attributable to owners 67 70 77 91 Non-current liabilities 8 13 15 16
Attributable to minority interests 0 0 1 1 Long-term financial liabilities 1 2 2 2
Total comprehensive income 69 69 77 92 Other non-current liabilities 7 1 13 14
Attributable to owners 69 68 77 91 Total liabilities 67 101 115 128
Attributable to minority interests 0 1 1 1 Equity attributable to owners 247 307 372 450
EBITDA 63 91 99 116 Capital stock 18 18 18 18
FCF 45 67 83 97 Capital surplus 77 77 77 77
EBITDA margin (%) 325 29.6 282 295 Retained earings 162 220 284 363
OP margin (%) 299 283 274 28.8 Minority interests 4 4 5 6
Net margin (%) 345 228 219 232 Shareholders' equity 251 311 377 456
Cash flow statement (summarized) Key valuation metrics/ratios
(Wbn) 2021  2022F 2023F  2024F 2021 2022F  2023F  2024F
Operating cash flow 46 67 83 97 P/E (x) 26.7 25.8 234 19.8
NP 68 70 77 92 P/CF (x) 28.1 19.8 184 15.7
Non-cash income/expenses -4 21 20 23 P/B (x) 7.0 56 47 39
Depreciation 4 4 3 3 EV/EBITDA (x) 27.2 18.2 16.0 131
Amortization 1 0 0 0 EPS (W) 1,900 1,961 2,160 2,557
Other 9 17 17 20 CFPS (W) 1,803 2,553 2,755 3219
Chg. in working capital -8 -4 2 2 BPS (W) 7,289 8988 10,804 13,016
Chg. in AR & other receivables -29 -28 -5 -5 DPS (W) 369 369 369 369
Chg. in inventory -1 -1 0 0 Dividend payout ratio (%) 18.1 175 15.8 133
Chg. in AP & other payables 4 17 2 2 Dividend yield (%) 0.7 0.7 0.7 0.7
Income tax -1 -21 -18 -22 Revenue growth (%) 34.7 58.2 143 120
Cash flow from investing activities -26 -31 -13 -13 EBITDA growth (%) 313 444 8.8 17.2
Chg.in PP&E 0 0 0 0 OP growth (%) 31.8 50.0 10.3 177
Chg. inintangible assets -1 0 0 0 EPS growth (%) 1284 3.2 10.1 184
Chg. in financial assets 10 -31 -13 -13 AR turnover (x) 13.1 99 8.8 8.7
Other -35 0 0 0 Inventory turnover (x) 206.1 1704 150.6 149.5
Cash flow from financing activities -6 0 -12 -12 AP turnover (x) 14.5 16.3 144 14.0
Chg. in finandial liabilities 0 1 0 0 ROA (%) 249 19.2 171 17.0
Chg. in equity 0 0 0 0 ROE (%) 314 25.2 226 221
Dividends -5 0 -12 -12 ROIC (%) 7.7 115.3 138.2 175.6
Other -1 -1 0 0 Debt-to-equity ratio (%) 26.6 324 305 282
Chg. in cash 15 18 49 63 Current ratio (%) 2729 2632 3025 345.8
Beginning balance 35 49 68 117 Net debt-to-equity ratio (%) -394 -47.3 -55.1 61.7
Ending balance 49 68 117 180 Interest coverage ratio () 15411 12101 1,1049 1,2395

Source: Company data, Mirae Asset Securities Research estimates
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[Korea] Entertainment

HYBE Corporation

(352820 KS)

BTS hiatus not a fundamental issue

Mirae Asset Securities Co., Ltd.
Bumyong Song bumyong.song@miraeasset.com

June 29, 2022

TP: W270,000
Upside: 83.7%

BTS announces break to focus on BTS announced a break via YouTube on Jun. 14; members will focus on solo careers for now

solo careers

« HYBE Corporation (HYBE) shares ended 25% lower onJun. 15, following news that BTS members
will focus on their solo careers in the short/medium term.

* We do not believe the group is officially disbanding. Rather, the move seems to reflect members'
plans to develop their personal music styles and fulfill their military service.

* We expect the members to successively release solo albums, beginning with J-Hope, whose solo
album is coming out in July.

« So far, there have been no official announcements regarding changes to the military service
law and members' enlistment. That said, if the proposed revisions fail to pass, Jin would have to
enlist in the military before the end of the year.

BTS hiatus comes earlier than

Revising down 2022 and 2023 OP estimates by 28% and 41%, respectively; BTS likely to

expected return as a group in 2025

« Our previous estimates assumed: 1) a BTS global tour in 2H22 (W280bn); and 2) the successive
military enlistment of BTS members from 2023. We revised our earnings estimates in light of
BTS members' plan to focus on their solo careers and slow progress in legal revisions.

* We now see a very slim chance of a BTS tour happening in 2H22 and thus reduce our 2022
operating profit estimate by 28% to W282bn.

* We conservatively assume that military enlistment will begin in 2H22. We also assume BTS will
return as a group in 2025.

* As such, we revise down our 2023 revenue estimate by 33% to W1.5tr and our 2023 operating
profit estimate by 41% to W251.9bn.

Cut TP to W270,000 Cut TP by 22% to W270,000, but maintain Buy; potential upside to revenue

« We cut our target price on HYBE, following the downward revisions to our operating profit
estimates due to the uncertainties surrounding BTS.

* We applied a target P/E of 53x to our 12-month forward net profit attributable to owners of the
parent of W209.5bn (we previously used our 2022 estimate).

* That said, we note that BTS's hiatus had already been anticipated and is only coming earlier
than expected. We see upside potential to revenue, given the planned debut of two new groups
by year-end (by Ador and HYBE Japan) and the robust growth of Seventeen/TXT's album sales.

Key data
19 et opoion —— KOS Current price (6/28/22, W) 147,000 Market cap (Wbn) 6,079

OP (22F, Wbn) 282 Shares outstanding (mn) N

Consensus OP (22F, Wbn) 295 Free float (%) 36.5

EPS growth (22F, %) 425 Foreign ownership (%) 15.2

P/E (22F, x) 286 Beta (12M) 213

» ‘ ‘ ‘ Market P/E (22F, x) 9.2 52-week low (W) 139,500

6.2t 1021 222 622 KOSPI 242209 52-week high (W) 414,000
Share performance Earnings and valuation metrics

(%) ™ 6M  12M  (Dec) 2019 2020 2021 2022F 2023F 2024F

Absolute 327 -589 529  Revenue(Whn) 587 796 1,256 1,527 1,532 1,626

Relative 267 -488 -358  OP(Wbn) 99 146 190 282 252 196

OP margin (%) 169 183 15.1 185 16.4 121

NP (Wbn) 74 86 137 212 205 183

EPS (W) 2,574 2,811 3,606 5137 4,956 4436

ROE (%) 56.5 125 6.8 72 63 54

P/E (x) - 56.3 9.8 286 297 33.1

P/B(x) - 48 5.1 19 18 17

Div. yield (%) - 0.0 0.0 0.0 0.0 0.0

Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent

/ Source: Company data, Mirae Asset Securities Research estimates
M ’ R AE A-ssE’T Analysts who prepared this report are registered as research analysts in Korea but not in any other jurisdiction, including the US.

Securities

PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES AND DISCLAIMERS IN APPENDIX 1 AT THE END OF REPORT.



June 29, 2022 Entertainment

Table 4. TP calculation

Value Notes
2022F NP attr. to owners of the parent (Wbn) 209 | Reflecting earlier-than-expected BTS hiatus
Target P/E (x) 53| Upper end of Disney’s avg. 2020-21 P/E range
Target market cap (Wbn) 14,844
No. of shares (‘000) 41,353
TP (W) 270,000
CPW) 147,000
Upside potential 83.7%
Source: Mirae Asset Securities Research
Table 5. Earnings forecast revisions (Wbn, %)
Previous Revised % chg.
Notes
22F 23F 22F 23F 22F 23F
Revenue 2,073 2,292 1,527 1,532 -263 -33.2 | Reflecting earlier-than-expected BTS hiatus
oP 393 427 282 251 -28.2 -41.2
OP margin 189 186 185 164
NP attr. to owners of the parent 280 326 211 205 246 371
Source: Mirae Asset Securities Research
Table 6. Quarterly and annual earnings (Wbn, %)
1Q21 2Q21 3Q21 4Q21 1Q22 2Q22F 3Q22F 4Q22F 2020 2021 2022F  2023F
Revenue 178 279 341 460 285 464 362 417 796 1,258 1,527 1,532
Direct 67 129 163 166 154 322 222 263 371 524 961 914
% of revenue 374 46.2 479 36.0 539 69.3 615 63.1 46.6 417 62.9 59.7
Albums 55 107 130 87 65 209 112 m 321 378 497 507
Concerts 0 0 0 45 61 83 82 117 3 45 344 308
Ads/appearance fees 12 22 34 33 28 29 29 34 47 101 120 9
Indirect 112 150 178 294 131 142 139 154 425 733 567 618
% of revenue 62.6 53.8 52.1 64.0 46.1 30.7 385 369 534 583 37.1 403
Merchandise/licensing 65 50 77 126 68 84 70 62 259 317 284 277
Content 37 91 87 155 49 44 53 74 133 370 219 266
Other (fan club, etc.) 10 9 14 14 15 15 16 18 33 46 64 75
opP 23 28 66 74 37 102 67 76 146 190 282 252
OP margin 12.8 10.1 19.2 16.1 13.0 219 187 182 183 15.1 185 164
NP attr. to owners of the parent 17 21 48 51 32 75 49 56 86 137 211 205
Net margin 9.6 74 14.0 1.2 1.2 16.1 135 133 10.8 109 13.8 134
YoY
Revenue 287 79.2 78.0 48.0 59.8 66.6 6.0 94 356 58.0 214 0.3
Direct -25.0 994 149.2 83 130.2 150.2 36.0 58.8 16.1 414 83.2 -49
Indirect 125.0 64.9 40.9 86.5 17.7 5.1 216 -47.8 589 723 227 9.1
oP 14.5 6.2 57.1 36.8 62.7 262.5 2.8 2.8 474 30.8 48.2 -10.6
NP attr. to owners of the parent 220 146 86.6 829 86.1 265.2 17 8.1 16.2 59.8 54.1 29

Source: Company data, Mirae Asset Securities Research
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Income statement (summarized)

Balance sheet (summarized)

Entertainment

(Wbn) 2021  2022F  2023F  2024F (Whn) 2021 2022F  2023F  2024F
Revenue 1,256 1,527 1,532 1,626 Current assets 2,003 2,263 2,521 2,760
Cost of revenue 633 701 717 753 Cash & equivalents 678 873 1,129 1,330
GP 623 826 815 873  AR&otherreceivables 184 167 168 179
SG&A expenses 433 545 563 677 Inventory 83 76 76 81
OP (adj.) 190 282 252 196 Other current assets 1,058 1,147 1,148 1,170
opP 190 282 252 196 Non-current assets 2,726 2,830 2,763 2,742
Non-operating profit 20 50 53 80 Investments in associates 263 240 240 255
Net financial income -4 -13 -10 -8 PP&E 87 66 44 29
Net income from associates 16 7 0 0 Intangible assets 1,330 1,499 1,452 1,415
Pretax profit 210 332 305 276 Total assets 4,729 5,093 5,284 5,502
Income tax 70 113 100 93 Current liabilities 587 519 505 529
Profit from continuing operations 141 218 205 183 AP & other payables 122 m m 118
Profit from discontinued operations 0 0 0 0 Short-term financial liabilities 188 156 141 142
NP 141 218 205 183 Other current liabilities 277 252 253 269
Attributable to owners 137 212 205 183 Non-current liabilities 1,256 1,240 1,240 1,251
Attributable to minority interests 4 6 0 0 Long-term financial liabilities 1,070 1,070 1,070 1,070
Total comprehensive income 202 238 205 183 Other non-current liabilities 186 170 170 181
Attributable to owners 198 246 212 190  Total liabilities 1,842 1,758 1,745 1,779
Attributable to minority interests 4 -8 -7 -7 Equity attributable to owners 2,812 3,129 3,334 3,518
EBITDA 274 375 321 247 Capital stock 21 21 21 21
FCF 123 275 274 248 Capital surplus 2,544 2,621 2,621 2,621
EBITDA margin (%) 21.8 246 21.0 15.2 Retained earings 181 393 598 782
OP margin (%) 15.1 185 16.4 121 Minority interests 75 205 205 205
Net margin (%) 109 13.9 134 1.3 Shareholders' equity 2,887 3334 3,539 3723
Cash flow statement (summarized) Key valuation metrics/ratios
(Wbn) 2021  2022F 2023F  2024F 2021 2022F  2023F  2024F
Operating cash flow 177 278 274 248 P/E () 96.8 28.6 29.7 331
NP 141 218 205 183 P/CF (x) 59.7 15.0 16.3 18.8
Non-cash income/expenses 81 186 168 140 P/B (x) 5.1 1.9 1.8 1.7
Depreciation 36 34 22 14 EV/EBITDA (x) 54.0 14.8 16.5 205
Amortization 47 59 47 37 EPS (W) 3,606 5137 4,956 4436
Other 2 93 99 89 CFPS (W) 5,843 9,779 9,007 7,823
Chg. in working capital -54 -31 0 13 BPS (W) 67998 75660 80,616 85,052
Chg. in AR & other receivables -23 15 0 9 DPS (W) 0 0 0 0
Chg. in inventory -20 7 0 -5 Dividend payout ratio (%) 0.0 0.0 0.0 0.0
Chg. in AP & other payables -5 2 0 2 Dividend yield (%) 0.0 0.0 0.0 0.0
Income tax -49 -112 -100 -93 Revenue growth (%) 57.8 21.6 03 6.1
Cash flow from investing activities -2,110 -110 -2 -34 EBITDA growth (%) 52.2 36.9 -144 -23.1
Chg.in PP&E -54 3 0 0 OP growth (%) 30.1 484 -10.6 222
Chg. inintangible assets -41 -7 0 0 EPS growth (%) 283 425 35 -10.5
Chg. in financial assets 140 54 2 -34 AR turnover (x) 9.0 9.5 10.0 103
Other -2,155 -154 0 0 Inventory turnover (x) 173 19.2 20.2 20.8
Cash flow from financing activities 2,226 -25 -15 1 AP turnover (x) 19.6 245 263 26.7
Chg. in finandial liabilities 914 -31 -15 1 ROA (%) 42 44 40 34
Chg. in equity 1,415 76 0 0 ROE (%) 6.8 7.2 6.3 54
Dividends 0 0 0 0 ROIC (%) 13.0 1.3 10.3 85
Other -103 -70 0 0 Debt-to-equity ratio (%) 63.8 527 493 47.8
Chg. in cash 297 196 256 201 Current ratio (%) 3415 436.0 4993 5221
Beginning balance 380 678 873 1,129 Net debt-to-equity ratio (%) 89 215 279 -324
Ending balance 678 873 1,129 1,330 Interest coverage ratio () 144 10.0 9.1 71

Source: Company data, Mirae Asset Securities Research estimates

Mirae Asset Securities Research
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Appendix 1

Two-year rating and TP history

Company Date Rating TP(W)  Company Date Rating TP (W)

JYP Entertainment (035900) 06/29/22 Buy 270,000
04/25/22 Buy 79,000 04/25/22 Buy 360,000
12/15/21  No Coverage 12/15/21  No Coverage
07/02/21 Buy 52,000 06/21/21 Buy 390,000
11/17/20 Buy 47,000 05/06/21 Buy 340,000
08/18/20  Trading Buy 41,000 04/05/21 Buy 336,600
05/31/20  Trading Buy 27,000

HYBE Corporation (352820)

w) JYP Entertainment (W) HYBE Corporation
100,000 500,000
80,000 400,000
60,000 300,000
40,000 F 200,000

20,000 100,000

0
Jul20 dul2t Jul22 Jul20

Stock ratings Sector ratings

Buy Expected 12-month performance: +20% or greater Overweight ~ Expected to outperform the market over 12 months
Trading Buy Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight Expected to underperform the market over 12 months

Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (mm), Not Rated (M), Buy (A), Trading Buy (H), Hold (@), Sell ()

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Qutside of the official ratings of Mirae Asset Securities Co., Ltd., analysts may call trading opportunities should technical or short-term material developments arise.
* The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Ratings distribution and investment banking services

Buy Trading Buy Hold Sell
Ratings distribution 82.90% 8.50% 7.80% 0.80%
Investment banking services 75.00% 15.00% 10.00% 0%

* Based on recommendations in the last 12-months (as of March 31, 2022)

Disclosures

As of the publication date, Mirae Asset Securities Co., Ltd. has acted as a liquidity provider for equity-linked warrants backed by shares of HYBE Corporation as an
underlying asset; other than this, Mirae Asset Securities has no other special interests in the covered companies.

As of the publication date, Mirae Asset Securities Co., Ltd. and/or its affiliates own 1% or more of HYBE Corporation s shares outstanding.

Analyst certification
The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean

securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst
responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about any
and all of the issuers and securities named in this report and (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly related to
the specific recommendations or views contained in this report. Mirae Asset Securities Co., Ltd. (“Mirae Asset Securities”) policy prohibits its Analysts and
members of their households from owning securities of any company in the Analyst's area of coverage, and the Analysts do not serve as an officer, director,
or advisory board member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or any other
benefits from the subject companies in the past 12 months and have not been promised the same in connection with this report. Like all employees of Mirae
Asset Securities, the Analysts receive compensation that is determined by overall firm profitability, which includes revenues from, among other business
units, the institutional equities, investment banking, proprietary trading, and private client divisions. At the time of publication of this report, the Analysts do
not know or have reason to know of any actual, material conflict of interest of the Analyst or Mirae Asset Securities except as otherwise stated herein.

Disclaimers

This report was prepared by Mirae Asset Securities, a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange. Information
and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been independently
verified and Mirae Asset Securities makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness, or
correctness of the information and opinions contained herein or of any translation into English from the Korean language. In case of an English translation
of a report prepared in the Korean language, the original Korean language report may have been made available to investors in advance of this report.

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
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practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject Mirae Asset
Securities or any of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
Mirae Asset Securities by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or
needs of individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained
herein are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income
from them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future
returns are not guaranteed, and a loss of original capital may occur. Mirae Asset Securities, its affiliates, and their directors, officers, employees, and agents
do not accept any liability for any loss arising out of the use hereof.

Mirae Asset Securities may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report.
The reports may reflect different assumptions, views, and analytical methods of the analysts who prepared them. Mirae Asset Securities may make
investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset Securities, its affiliates, and their
directors, officers, employees, and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or
offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either
as principals or agents. Mirae Asset Securities and its affiliates may have had, or may be expecting to enter into, business relationships with the subject
companies to provide investment banking, market-making, or other financial services as are permitted under applicable laws and regulations.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of Mirae Asset Securities. For further information regarding company-specific information as it pertains to the representations and disclosures in
this Appendix 1, please contact compliance@miraeasset.us.com or +1 (212) 407-1000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.
United States: Mirae Asset Securities is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation
of research reports and the independence of research analysts. This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of
FINRA/SIPC, to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities
Exchange Act of 1934, as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a major U.S.
institutional investor and have not received this report under any express or implied understanding that they will direct commission income to Mirae Asset
Securities or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed herein should contact and place
orders with Mirae Asset Securities (USA) Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., subject to the
terms hereof, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should any recipient of
this research report effect any transaction to buy or sell securities or related financial instruments through Mirae Asset Securities. The securities described
in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to
U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This report is distributed in Hong Kong by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and Futures
Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for distribution only to professional
investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws of Hong Kong) and any rules
made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

India: This report is being distributed by Mirae Asset Capital Markets (India) Private Limited (“MACM") in India to the customers based in India and is personal
information only for those authorised recipient(s). MACM is inter alia a Securities and Exchange Board of India (“SEBI") registered Research Analyst in India
and is not registered outside India. MACM and Mirae Asset, Korea are group entities. MACM makes no guarantee, representation or warranty, express or
implied, as to the fairness, accuracy, completeness or correctness of the information and opinions contained herein. The user assumes the entire risk of any
use made of this information. This report has been provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. Recipient must read the entire Appendix 1 to the report carefully for Important Disclosures & Disclaimers.

All other jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Mirae Asset
Securities or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Mirae
Asset Securities and its affiliates to any registration or licensing requirement within such jurisdiction.
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