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» AT AGLANCE
BUY

Target price  KRW33,000 72.8%

Current price  KRW19,100
Market cap KRW453.4b/USD307.72m
Shares (float) 23,738,406 (0.0%)

52-week highflow KRW57,200/KRW 19,100

Avg daily trading  KRW2.4b/
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» ONE-YEAR PERFORMANCE
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» KEY CHANGES
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Target price 33,000 45,000 -26.7%
2026E EPS 1,657 1812  -8.6%
2027E EPS 1,877 2,083 -9.9%
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No of estimates 13
Target price 45,538
Recommendation 4.0
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Samsung Securities

Scantogoto
Research Center report database

Dear U (376300)

Growth trajectory intact

* We believe Dear U will report a 2Q consolidated operating profit of
KRW10.3b, in line with consensus.

* While subscriber growth at QQ Music Bubble remains slower than
anticipated, popular Chinese performers have been steadily joining the
service. Yet, the sluggish pace of subscriber growth has driven us to lower our
earnings estimates and target multiple. We cut our target to KRW33,000.

WHAT’S THE STORY?

2(QQ preview: We now estimate Dear U’s 2Q consolidated sales at KRW23.5b (up
16.3% y-y; just missing consensus) and operating profit at KRW10.3b (up 39% y-y;
meeting consensus on profitability improvements). The average number of Bubble
subscribers likely fell 30,000 g-q to 1.98m, a negative that was likely offset by
favorable forex rates. The quarterly results likely reflect the impact of some artists
leaving the platform and And2ble (a five-member boy group with a strong fandom)
joining the platform in late May. Meanwhile, its operating margin likely climbed
2.7% q-q to 44.1% thanks to: 1) new artists signing up to the platform; and 2) more
subscribers migrating to the webstore payment option (webstore and KakaoTalk
Gifting; whose payment gateway fees are far lower than those on app markets; its
subscriber webstore payment portion likely rose to around 18%).

Growth trajectory intact: Subscriber growth at the QQ Music-Bubble service
has yet to accelerate meaningfully, but popular Chinese performers have been
steadily signing up to the service. We believe the addition of high-profile acts could
drive meaningful subscriber gains. Meanwhile, Dear U is likely to start its IP-based
commerce business with physical merchandising in the US, diversifying its revenue

stream and adding a new growth driver.
(Continued on the next page)

SUMMARY FINANCIAL DATA

2025 2026E 2027E 2028E
Revenue (KRWb) 84 95 102 114
Operating profit (KRWb) 31 41 46 52
Net profit (adj) (KRWb) 19 39 45 50
EPS (adj) (KRW) 785 1,657 1,877 2,098
EPS (adj) growth (% y-y) -23.6 11.2 13.3 11.8
EBITDA margin (%) 40.8 457 46.9 47.2
ROE (%) 9.2 17.3 17.0 16.7
P/E (adj) (x) 51.1 115 10.2 9.1
P/B (x) 45 19 1.6 14
EV/EBITDA (x) 230 6.0 48 36
Dividend yield (%) 0.8 2.1 25 27

Source: Company data, Samsung Securities estimates
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Still, we cut our target price to KRW33,000 (based on 20x 2026 P/E), as we reduce our: 1) 2026 net
profit forecast by 9% to reflect slower-than-expected improvements (eg, at the China operation); and
2) target P/E from 24x to 20x (the average of its global peers).

Table 1. Quarterly forecasts and consensus

(KRWb) 2Q25 1Q26 2Q26E Chg(%qg-q) Chg(%y-y) Consensus Diff (%)
Sales 20.2 234 235 0.3 16.3 241 2.7
Operating profit 74 9.7 10.3 6.7 39.0 104 -0.1
Operating margin (%) 36.9 414 441 27 7.2 429 11
Pre-tax profit -6.7 155 105 -31.8 nm 126 -16.1
Net profit (controlling) -6.6 11.8 8.3 -29.6 nm 9.8 -15.5

Source: Company data, FnGuide, Samsung Securities

Table 2. Results and forecasts

(KRWb) 1024 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25 1Q26 2Q26E 3Q26E 4Q26E, 2024 2025 2026E 2027E
Operating revenues 203 1914 177 178 175 202 223 238 234 235 237 245 749 838 951 1019
Bubble 202 190 177 176 174 198 220 231 228 228 229 233 745 823 919 955
Other 0.1 0.1 0.1 0.2 0.2 0.3 0.3 0.7 0.6 0.7 0.8 12 04 15 3.2 6.4
Bubble China (TME) - - - - - - - 04 04 0.6 0.7 0.8 - 04 2.5 43
Operating expenses 131 120 M4 129 121 127 136 140/ 137 131 132 137 495 524 537 557
Operating profit 7.2 71 6.3 49 55 74 8.7 9.8 97 103 105 108 254 314 414 462

Operating margin (%) 353 370 358 274 312 369 391 410 414 441 444 441 339 374 435 453
Non-operating gains

43 15 23 22 13 -141 2.7 3.0 5.8 0.2 2.1 0.9 57 71 9.0 11.0

losses;

:Dre-tax)proﬁt 11.5 8.6 41 71 68 67 15 128/ 155 105 127 17 311 243 504 572

Net profit (controlling) 8.9 6.9 3.1 55 52 66 97 103 118 83 100 93| 244 186 393 446

Chg (% y-y)

Operating revenues 240 -01 -85 -148/ -135 58 258 339 334 163 6.2 30/ -11 120 134 7.2
Bubble 25.9 12 75 -150/ -141 43 249 311 316 151 4.0 10, 02 105 116 3.9
Bubble China (TME) -784 802 -725 177 1763 4616 2028 3338/ 2114 869 1943 66.6| -646 2979 1107 1025
Other - - - - - - - - - - - 11841 - - 5589 720

Operating expenses 23.7 -2.6 -5.7 74 -8.1 6.0 193 89 136 3.0 -3.1 24 5.1 6.1 24 3.8

Operating profit 246 45 131 449 -234 55 374 1004 769 390 208 107| -112 235 318 116

Operating margin (%pts) 0.2 16 -19 -150/ 40 -01 33 136/ 102 7.2 54 3.1 -3.9 35 6.1 1.8
Non-operating gains

340 484 nm nm| -70.1 nm nm 372 3471 nm -22.0 -69.7| 424 -2234 -2276 222

(losses)
Pre-tax profit 280 103 -554 35 -40.9 nm 1822 80.8| 1284 nm 106 -82| 46 -219 1073 135
Net profit (controlling) 01 445 525 -84 417 nm 2152 87.8| 1256 nm 25 93 69 -236 1112 133

Note: Dear U International became a consolidated subsidiary in 2Q24, thus is recognized on a consolidated basis from 2024;
Non-operating expenses in 2Q25 including amortization of the minimum guarantee amount paid upfront to artists at the start of the contract—KRW?7.1b by the US
subsidiary and KRW4.8b by the parent;
Bubble China (launched with Tencent Music Entertainment) launched on Jun 30, 2025;
QQ Music Bubble revenue recognition changed; 4Q25 revenue reflects cumulative results from 3Q-4Q25, with quarterly recognition from 2026 onward
Source: Company data, Samsung Securities

\
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Chart 1. Annual sales and operating margin Chart 2. Quarterly sales and operating margin
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Chart 3. Bubble subscribers: Trends and forecasts
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Note: Based on quarterly average subscribers;
Based on domestic Bubble services (excluding Bubble for Japan, The Bubble in the US, and QQ Music Bubble in China)
Source: Company data, Samsung Securities

Chart 4. User breakdown, by region (2025) Chart 5. User breakdown, by region and quarter
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Note: Based on 1Q26; Source: Company data, Samsung Securities

Source: Company data, Samsung Securities
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Chart 6. Bubble for Japan: Subscribers

Dear U

Chart 7. QQ Music Bubble (China)
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Note: Service launched in Jun 2024
Source: Company data, Samsung Securities

Chart 8. Tencent Music: Bubble service launched on JOOX

Note: Service launched on Jun 30, 2025; Chinese artists joined on Aug 19
Source: Company data, Samsung Securities

Chart 9. QQ Music Bubble- ‘Bubble’ launched (Apr 2026)
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Note: JOOX is a music streaming platform operated by Tencent Music Entertainment,
operating in Southeast Asian regions such as Hong Kong, Thailand, Malaysia,

and Indonesia;

Bubble service launched on JOOX on Dec 29, 2025;

As of end-2Q26, 53 K-pop artists and 39 Hong Kong artists had joined JOOX
Source: FactSet, company data, Samsung Securities

Note: Available on QQ Music application
Source: Company data, Samsung

Samsung Securities (Korea) :: www.samsungpop.com 4
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Table 3. QQ Music Bubble’s Chinese local artists

Date joined Artist Category People
Hu Xia (4AE) Male solo 1
Aug 19 NexT1DE Boy group 7
RED Girl group 7
Nov 3 I TEMONEY Male solo 1
Nov 11 Galaxy Express Coed band 5
Nov 20 Yamy (Z%%5) Female solo 1
Nov 22 Jianchao Deng Male solo 1
Nov 23 Reno Wang Male solo 1
Dec?2 YaSen Male solo 1
Dec3 Rikimaru Male solo 1
Dec 25 Yuan Yiqi Female solo 1
Dec 26 Chen Tian Run Male Solo 1
Jan 16, 2026 Yu Haoming Male solo 1
Jan 21 Lu Keran Female solo 1
Jan 29 Nineone Female solo 1
Fob 14 Wang Yun Chen (- 75%) Female solo 1
Wang Jing Xuan (4T Male Solo 1
Mar 15 TSH48 Girl group 18
Mar 21 Su Ruigi (Z7P4EH) Female solo 1
Apr3 Yao Xiao Tang (k%) Female solo 1
Apr30 TSH48 Girl group 8
May 7 DMG., Lable group 18
May 24 Chen Tian Run Male solo 1
May 28 ZaoAn (B%) Male solo 1
May 30 Xu Jia Qi Female solo 1
Jun3 JinRi(£8) Male solo 1
Jun9 Qin Hao / Jeff (=5/ Jeff) Male solo 1
Jul5 JiaYi Male solo 1
Jul6 Shao Zi Heng (POLARIX-ZFFIE) Male solo 1
Jul 10 Huang Hao Wen Male solo 1

Note: Local Chinese artists joined on Aug 19;
As of 2Q26, 129 Chinese artists joined QQ Music Bubble (include 39 based in Hong Kong);

Yu Ni (Virtual IP), Capaybara piggy (Character IP) joined QQ Music Bubble

Source: Company data, Samsung Securities

Dear U

Samsung Securities (Korea) :: www.samsungpop.com

5



COMPANY UPDATE
2026.7.22

Chart 10.Service expansion plans
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Source: Company data, Samsung Securities

Table 4. Bubble: Subscription fee increases for users paying through Google Play/App Store

Before After

KRW usD KRW usD
1 person 4,500 3.99 5000 4.49
2 people 8,000 6.99 9,800 8.49
3 people 11,500 9.99 14,500 12.49
4 people 15,000 12.99 19,300 16.99
5 people 18,500 15.99 24,000 2149
6 people 22,000 18.99 28,900 25.99
7 people 25,000 2199 33,500 3049
8 people 29,000 25.99 38,500 34.99
9 people 33,000 28.99 43,000 38.99

Note: Fees increased on Jul 7, 2025
Source: Company data, Samsung Securities

Chart 11. Added easy-payment method to webstore

Chart 12. Bubble for YH Launched (Mar 31, 2026)
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Source: Company data, Samsung Securities
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Table 5. Addition of new business objectives (Mar 2026)

Details
Manufacturing and distribution of cosmetics (including responsible sales of cosmetics)
Specialized wholesales of food products

Commission-based retail and related services

Manufacturing, consignment processing, and wholesale/retail of general goods, accessories, and daily necessities
Manufacturing and sale of clothing and miscellaneous goods

Production and domestic distribution of celebrity merchandise

General wholesale, import, and export of goods

Manufacturing and wholesale/retail of toys, hobbies, and entertainment products

Manufacturing and wholesale/retail of daily necessities

© 00 N O b WON - H

-
o

Manufacturing of dolls, toys, and entertainment products

N
o

Professional design services

-
N

Product design services

-
w

Character development and commercialization

—~
N

Exhibition planning and management

—_
)]

Cultural content development

-
(o]

Cultural content planning and production
17 Export and wholesale/retail of cultural content products

Note: Business objective amendment approved at the 2025 AGM (Mar 24, 2026)
Source: Company data, Samsung Securities

Chart 13. Dear U: Shareholders

SM Entertainment:

Other: 35.9% 42.6%
NPS: 4.1%
Affilate: 2.5% Related Barties: JYP Entertainment:

4.9% 10.0%

Note: NPS's stake is as of Jan 2, 2026, while others are as of Jan 2;
After SM Entertainment absorbed SM Studios, Dear U’s largest shareholder became SM Entertainment (Oct 17, 2025)
Source: Company data, Samsung Securities

Table 6. Revisions to 2026 and 2027 forecasts

2026E 2027E

(KRWb)

Old New Chg (%) oid New Chg %
Sales 96.6 96.5 0.1 105.5 105.0 0.5
Operating profit 46.0 427 72 55.2 50.5 -8.6
Operating margin (%, %pts) 476 443 -34 52.4 481 4.3
Pre-tax profit 52.5 54.8 42 61.8 63.1 21
Net profit (controlling) 41.8 43.0 2.8 491 494 0.8

Source: Samsung Securities

\
Samsung Securities (Korea) :: www.samsungpop.com 7
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Income statement Balance sheet
Year-end Dec 31 (KRWb) 2024 2025 2026E  2027E  2028E Year-end Dec 31 (KRWb) 2024 2025 2026E  2027E  2028E
Sales 75 84 95 102 114 Current assets 169 197 229 265 304
Cost of goods sold 0 0 0 0 0 Cash & equivalents 84 128 139 172 197
Gross profit 75 84 95 102 114 Accounts receivable 6 9 9 12 13
Gross margin (%) 100.0 100.0 100.0 100.0 100.0 Inventories 0 0 0 0 0
SG&A expenses 49 52 54 56 62 Other current assets 79 60 81 82 94
Operating profit 25 3 41 46 52 Fixed assets 51 46 49 51 52
Operating margin (%) 339 374 435 453 458 Investment assets 10 14 14 15 16
Non-operating gains (losses) 6 -7 9 1" 12 Tangible assets 3 3 2 2 2
Financial profit 13 9 14 13 14 Intangible assets 12 9 8 8 8
Financial costs 2 4 2 2 2 Other long-term assets 26 21 24 25 26
Equity-method gains (losses) 0 0 0 1 1 Total assets 220 243 278 316 357
Other 4 -12 3 -1 -1 Current liabilities 21 28 29 32 34
Pre-tax profit 31 24 50 57 64 Accounts payable 0 0 0 0
Taxes 7 6 1 13 14 Short-term debt 0 0 0 0
Effective tax rate (%) 217 234 219 221 221 Other current liabilities 21 28 29 32 34
Profit from continuing operations 24 19 39 45 50 Long-term liabilities 4 5 5 5 5
Profit from discontinued operations 0 0 0 0 0 Bonds & long-term debt 0 0 0 0 0
Net profit 24 19 39 45 50 Other long-term liabilities 4 5 5 5 5
Net margin (%) 326 222 414 437 436 Total liabilities 24 33 34 37 39
Net profit (controlling interests) 24 19 39 45 50 Owners of parent equity 196 210 244 279 318
Net profit (non-controlling interests) 0 0 0 0 0 Capital stock 12 12 12 12 12
EBITDA 28 34 43 48 54 Capital surplus 162 162 162 162 162
EBITDA margin (%) 37.3 408 457 46.9 472 Retained earnings 10 23 55 90 129
EPS (parent-based) (KRW) 1,027 785 1,657 1,877 2,098 Other 12 13 15 15 15
EPS (consolidated) (KRW) 1,027 785 1,657 1,877 2,098 Non-controlling interests’ equity 0 0 0 0 0
Adjusted EPS (KRW)* 1,027 785 1,657 1,877 2,098 Total equity 196 210 244 279 318
Net debt -142 -166 -191 223 -258
Cash flow statement Financial ratios
Year-end Dec 31 (KRWb) 2024 2025 2026E  2027E  2028E Year-end Dec 31 2024 2025 2026E  2027E  2028E
Cash flow from operations 24 35 35 45 49 Growth (%)
Net profit 24 19 39 45 50 Sales -1 12.0 134 72 12.0
Non-cash profit and expenses 8 17 7 8 8 Operating profit 112 235 31.8 1.6 133
Depreciation 1 1 1 0 0 Net profit 6.9 236 112 133 1.8
Amortization 1 1 1 1 1 Adjusted EPS™ 7.0 236 112 133 1.8
Other 6 14 5 6 6 Per-share data (KRW)
Changes in A/L from operating activities -14 0 -7 2 2 EPS (parent-based) 1,027 785 1,657 1,877 2,098
Cash flow from investments 3 15 -19 2 12 EPS (consolidated) 1,027 785 1,657 1,877 2,098
Change in tangible assets 0 -1 0 0 0 Adjusted EPS** 1,027 785 1,657 1,877 2,098
Change in financial assets 8 17 -15 1 -10 BVPS 8,258 8,842 10284 11,761 13,389
Other 5 -1 4 -3 2 DPS (common) 215 316 400 470 520
Cash flow from financing -1 8 -7 9 -1 Valuations (x)
Change in debt 0 1 0 0 0 P/E*** 35.1 51.1 1.5 10.2 9.1
Change in equity 0 0 0 0 0 P/B*** 44 45 19 1.6 14
Dividends 0 5 8 9 -1 EV/EBITDA 256 23.0 6.0 48 36
Other 0 2 0 0 0 Ratios (%)
Change in cash 27 44 1 33 26 ROE 133 9.2 173 17.0 16.7
Cash at beginning of year 57 84 128 139 172 ROA 1.9 8.0 15.1 15.0 14.8
Cash at end of year 84 128 139 172 197 ROIC 484 65.8 95.5 915 96.8
Gross cash flow 32 35 47 52 58 Payout ratio 20.9 403 241 25.0 24.8
Free cash flow 23 35 35 45 49 Dividend yield (common) 0.6 0.8 21 25 27
Note: *Excluding one-off items Net debt to equity 723 -79.0 -783 -79.8 -81.0
**Fully diluted, excluding one-off items Interest coverage (x) 1328 156.1 186.7 2041 2262

***From companies subject to equity-method valuation

Source: Company data, Samsung Securities estimates

Samsung Securities (Korea) :: www.samsungpop.com
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Compliance notice

- As of 7/21 2026, the covering analyst(s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report.

- As of 7/21 2026, Samsung Securities’ holdings of shares and debt instruments convertible into shares of each company covered in this report would not, if such
debt instruments were converted, exceed 1% of each company’s outstanding shares.

- This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst(s) covering the company or
companies herein.

- All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities.

- Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party, without
prior express written permission from Samsung Securities.

- This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not guarantee its
accuracy or completeness. This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities mentioned herein.
Samsung Securities shall not be liable whatsoever for any loss, direct or consequential, arising from the use of this memorandum or its contents. Statements
made regarding affiliates of Samsung Securities are also based upon publicly available information and do not necessarily represent the views of management
at such affiliates.

- This material has not been distributed to institutional investors or other third parties prior to its publication.

Target price changes in past two years

(KRw)
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Rating changes over past two years (adjusted share prices)

Date 2024/5/24 8/29 10/31 2025/4/29 n 8/6 1017 12/8 2026/5/7 7115
Recommendation BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY
Target price (KRW) 36000 29000 37000 56000 72000 67000 55000 48000 45000 33000
Gap* (average) -33.03 -25.75 3.38 -6.82 -2543 -28.25 -36.80 25.71 -47.38

(max or min)** 2347 879 2892 11.07 -14.03 -14.63 -28.09 9.69 -35.56

Note: * [(average, maximum, or minimum share price over duration of target price minus target price) / target price] x 100%
** Maximum/minimum share price if new target is higher/lower than market close on the business day prior to target price change

Samsung Securities uses the following investment ratings*

Company Industry
BUY Expected to increase in value by 15% or more within 12 months and OVERWEIGHT Expected to outperform market by 5% or more within 12 months
is highly attractive within sector NEUTRAL Expected to outperform/underperform market by less than
HOLD Expected to increase/decrease in value by less than 15% within 12 months 5% within 12 months
SELL Expected to decrease in value by 15% or more within 12 months UNDERWEIGHT  Expected to underperform market by 5% or more within 12 months

* Note: Effective Jul 27, 2023, BUY, HOLD, and SELL criteria are based on expectations of share-price moves of 15% or more within 12 months

Percentage of ratings in 12 months prior to 2026.06.30
BUY (85.5%)-HOLD (14.5%)-SELL (0%)

\
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Global Disclosures & Disclaimers

General

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial instruments
or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client circumstances, objectives,
or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other financial instruments discussed
in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or financial instruments mentioned herein
and investors should seek the advice of a financial adviser.

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in
the Samsung Securities, Co., Ltd. group of companies.

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other financial
instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial instruments
in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day, unless
otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or warranty,
either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided for any
particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose. Furthermore, this report is not intended to be a complete
statement or summary of the securities, markets or developments referred to herein.

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their
affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any
part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not
indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and may differ
or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different assumptions
may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on information
barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this
report are for information purposes only and do not represent valuations for individual securities or other financial instruments. Samsung Securities makes no representation that any
transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities’ internal books and records or theoretical model-based
valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is
available upon request.

For reports to be distributed to US:

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This
research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be
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