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The Study of Korean Entertainment Industry and

Financial Statements Analysis

Rhee, Chang Seop*

— P ABSTRACT

The Korean entertainment industry is highly value-added area and is not
constrained by natural resources or national size. Thus, the importance of the
entertainment industry in promoting the national economy is expanding further.

This study performs financial statements analysis of the three major
entertainment companies in Korea: SM Entertainment, YG Entertainment, and JYP
Entertainment. Specifically, we collect the financial information from these three
companies and do vertical and horizontal analyses, and financial ratio analyses.

From the result, SM, YG and JYP were all improving their business performance,
but high volatility was observed since 2014. This means that while the
entertainment industry poses a high risk, it yields a higher return than other
industries, including manufacturing. In addition, these companies have recently
been expanding their size by increasing the weight of liabilities. However, since
the ratio of liabilities to total assets is not high, the risk of the entertainment
companies would not be high in the future.

This study will contribute to academics and practitioners by explaining the
business environment of the entertainment industry from the financial statement

analysis.

Key Words : Entertainment industry, Financial statement analysis, Financial ratio, Business

environment.
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