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SM 3.0, the Future: 4 Key Growth Strategies

2023~

SM 3.0 Leaptoaglobal entertainment company focused on fans & shareholders

D [IP strategy] Multi 'Production Center/Label system
D [Business strategy] IP monetization (Music streaming, IP license, etc.)

B [Global strategy] Global expansion (Japan, US, SEA, etc.)

[Investment strategy] Global Music Publishing, Label Acquisitions, Fandom Business,
Investment in Metaverse, etc.
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Investment in core capabilitiesis
the essential foundationfor SM 3.0

Accumulation of artist casting and training knowhow

Building industry-leading production capabilities

focusing on securing of own capacity
Organic growth

acquiring extemal capability through investment along with
strengtheningintemal capabilities

Securing technology capabilities for contents/platform
differentiation

Organic + Inorganic growth
that accelerates growth and strengthens
internal capabilities at the same time



Investment further gained strategic importance
due to recent changes in entertainment market environment

o

Convergence of technology
and entertainment

v Combining platform and metaverse/Al
technology with entertainment

Recovery of entertainment
industry moving into an endemic

v

v

Normalization of offline
performance biz
K-Pop's global expansion

3

Optimal market timing for investment
due to conservative valuation trend

v/ Stabilization of enterprise value
that has been overvalued



Securing KRW 1 trillion for investment in order to seize
market opportunities through timely investment

(Unit : KRW)

Fraction of
future cash flow

Funding from
strategic biz
partner

trillon

Investment
resource

Sales of
non-core
assets

Cash excluding cash reserve for unplanned expense or financial emergencies



Securing investment resources, unrelated assets with
limited contribution to profits to be liquidated

IP production IPmonetization Global
PUb.I'Sh'ng Fan platfom Local production
business

Local training

Multi-Label Metaverse
center

Investment in growth portfolio after
immediate liquidation within ~1yr



Securing balance between short-term
and mid to long-terminvestment

Area of securing short-term biz capacity and performance
- Focusing on businesses that canimmediately contribute to profits
within1year

- Quickly intemalizing core capabilities related to main biz

Maximization of shareholder :
} : value through keeping balance
: between :

‘Pursuit of short-term
operating profit
&
'mid to long-term

Area of securing mid-/long-term growth engine
- Aiming at revenue/profit generation within three years }
- Investmentin new technology/overseas production centers, etc.

for securing mid to long-term growth engines growthengine




Five key pillars of SM 3.0 investment

(Unit: KRW)

Secure mid to long-term
growth engine (~3 yrs)

Secure short-term biz capability and performance (~1yr)

Total850bn

Acquisition of
music
publishing
company

IP production

Label
expansionto
other
genres/regions

IP production

Fan platform
investment &
expansion

IP monetization

Global
regional
expansion

Global expansion

O | ©

Metaverse/
contents

capability
reinforcement

IP production/
monetization

Value allocationis partially subject to changes based onstrategic decision at the time of investment




Acquisition of
music publishing
company

Label portfolio
expansion

Integrated

fan platform
launching

[Track 1] IP production capability build-up
and fan platform advancement

Investment Size
(KRW)

Establishing music publishing-specialized subsidiary

- Acquiring publishing companies owning a pool of composers/lyricists with creative diversity

- Supporting organic growth by intemally training composers/lyricists along with inorganic investment
- Maximizing value through investing in Korean/overseas music rights as additional source of profit

- Maximizing profitability based on operational efficiency improvement through building music publishing
solution

Acquiring Korean/overseas labels that can generate synergy with SM
- Securing local network, expanding genres and improving producing capabilities

- In case of Korea, investing with focus on labels with high potential for success in global market
through utilizing SM's know-how

Building integrated fan platform focusing on advanced fan experience
- Launching platform with integrated/advanced community, commerce, contents and online concert functions
- Generating additional value based on platform data analysis through reinforcing data team

Whiethentegratedfanpatformisindudedalsoin Tradk2, tis overalexplainedin Tradk1



n Acquisition of music publishing company

Music publishing business model overview

Agency work on copyrighted work
Profit

Profit - Servingasanagencyfor
Composers - lyricist| settlement payment’ R J y .g. StSy i
: composers/lyricists, sothey can
[producers Music : — posers/ly i ' Yy
—_— production concentrate onIy on creative works
( cCopyright ] Ad producti .. . . .
4 Request for Music supply| ": "ctf°" - Administrative supportincluding
N " n H . roadcasting .
(Neighboring right ] (music supply for clients company marketing and settlement of royalty etc.

External creators Investment in music rlght

Copyright
Investment

Connecting creators to clients Securind music riaht (copvrioht. neiahborin
< and help to license 9 ght (copyright, neig g

right and performance right) of promising

Music Catalogue songsin Korea and global regions

- Maximizing value of music rights secured
throughlicensing

1. While simplified in the above diagram, the fees for using music is paid by clients to Copyright Association who then delivers the fee to publishers



n Acquisition of music publishing company

Music publishing business as the engine for SM's high growth

Music publishing subsidiary

Continuous supply of high-quality music
to multi production center/label

Securing composersfyricists with creative diversity
Building capacity to continuously create
high quality songs

Mutual synergy between
IP production and publishing

Serving the role of "engine for
high growth" of SME

Strengthening publishing brand power
by accumulating track records with SME

v

SM Entertainment

Multi production center

Secured competitive artist pool as a leading
entertainment company

Developed success formula of physical albums /
digital recordings based on systemized structure

Leap forward as a leading company in the global market of $10B’
through synergy with K-pop leading company, SM

1. Global publishing market size - calculated based on the market share of the three major global publishers (UMG, Sony, Warner Chappell) as 60%




n Acquisition of music publishing company

Music publishing companies are recording high financial
performances backed by growth in entertainmentindustry

Operating margin (%)

Sales (KRW)

Large sized global publisher Mid-sized global publisher Region/genre —specific publisher®

o WARNER -
UNIVERSAL MUSIC B I | music
\JNI\/EFEh"\:l%\CCWOUD @GROUP

MUSIC PUBLISHING

1.3 tn 1.2tn 0.29tn 19 bn
23.5% 14.5% 18.3% 21.1%

BMG Rights Concord Music

@) BMG " concoRo
21tn 1tn 0.14 tn 5bn
20.0%4 20.0% 17.6% 16.0%

1. Business unit sales estimate based on public announcementin '22 1H 2. Salesin '21;
3. Unlisted company. Sales of ‘22 estimated based on Orbis database (financial DB for unlisted companies); 4. Operating margin of music business unit



E Label portfolio expansion

Accelerating SM 3.0 multti label system establishment

Gobal Revening Americavitnpriorty) | o2

Investment ~200bn ~100 bn

size (KRW) Reviewing 3~5 companies Reviewing 5~7 companies

Securing American local network

+  ecuring the bridge for SM artists to enter American market through Growth potentialin global market

leveraginglocal resources .
*  Genre expansion

: ossibilities
Keymatters  G€Nre expansion P
for review *  Reviewing companies appropriate for SM's genre spectrum »  Securing production capabilities
expansion suchas R&B and hip hop, etc.

*  Promoting diversification of SM fan segments e

new label artists through

Enhancing production capabilities BRI S Tt a0
*  Securing producers with global awareness



[Track 2] Investmentin new region and technologies
for continuous growth

Size (KRW)

Building regional production centers and launching new IPs

Global in Japan, Americas, SEA
. - Building-up local casting/training center and managementinfrastructure in Japan
exXpansion - Establishing new subsidiary in America through JV with strategiic partner and launching global audition

- Establishinglocal production centersin 25, starting from establishment of media/PRhub in SEA

Reinforcing capabilities of virtual IP through investment in

Strengthening "Studio KWANGYA"

capabilities for - Investmentfor JV establishment with meta human technology company

Metaverse and - Investmentin VFX and Al audio company to embody visual/audio of virtual artists
v-contents - Investmentin post-production to upgrade the final completion of contents




1. Securing core capabilities to achieve the target sales of KRW 1.2 th (in'25 SME separately)
» 2. Generating additional KRW 480 bnin sales & KRW 80 bnin operating profit

(n'25 SME consolidatecl)

1tn KRW

investment

Essential requirement to achieve

separate-based target

1. Assuming acquisition of one company in ‘23 and one in ‘24; 2. Assuming completion of investment in '23

Additional consolidated

performancein '25

Sales Operating profit
0 Acquisition of music Stable supply of songs for multi production 130 bn 30bn
ichi label operation
publishing company! center/
. . Expanding sales of album/digital music based on

9 Label aOQUISItIOI‘Iz collaboration with labels 90 bn 20 bn
g Investmentin fan Maximizing commerce transaction size and N/A

platform profit through integrated fan platform (biz operated intemally in SME)
@ Investmentfor Generating global business sales by establishing 260b 30b

global expansion Global regional production centers n n
6 Investmentin metaverse Investment in technology for virtual artist IP and N/A 0.5b

&v-contents virtual contents production ( . n)

480bn 80bn



Becoming No. 1in the K-Pop industry through SM 3.0

(Consolidated-based P&L) e—
(Unit: KRW) 1.8 tn - Stock price -
Newinvestmentimpact | SR ET{e S 41 W43

e 360K
KRW

1 4 tn 260 bn

90 bn  Subsidiary

172:;): L, c. 25% discount from
850 bn ‘ ’ Peer LTM P/EBIT 25.0x and excluding impact of
SME separately shareholder return to be announced

30 bn 60 bn L

310 bn 60 bn 080 b Linking 50%+ of executive
. . compensation with SM 3.0 target
stock price and performance

m achievement

’23E '24E '25E

i i .@ Aligning executives' interests with
operatlng margin

all shareholders and performing

"Full Corporate Responsibility"

Operating profit ~93.5 bn ~2,700 ~4,0004 ~5,000¢d



Thank you

(o]

ENTERTAINMENT

M




