
CHINA ENTERTAINMENT

In#nite content, #nite attention in
the age of AI

The entertainment industry is now entering a new era –
content supply is becoming almost in?nite, generation
cost and turnaround have signi?cantly reduced, and
interestingly audiences are also getting more used to
AI generated content as the quality is improving. In
contrast, users' attention is still ?nite in the age of AI.
Hence, we believe this could have a fundamental
impact on the China Media and Entertainment
industry, and likely shift the industry value chain and
pro?t pool over the next few years.

Content production and editing in themselves could
become more competitive and commoditized with the
help of AI, while long-lasting IP franchise and creative
idea generation could become more valuable vs. long-
tail content. Content distribution platforms (such as
short/mid form video) will bene?t from the ampli?ed
content supply but also need to balance between real
human vibes and the inNux of AIGC content.

We examine the latest AI generation status, cost/time
savings, industry value chain impact, potential new
business models and associated risks in this report.
With average production cost/time savings of
80%-90%+, we would expect more new formats such
as interactive cinema/games, in?nite dramas and
virtual companions to emerge and quickly gain
traction.

Among the existing verticals, we believe online
gaming remains the most resilient vertical. AI in
gaming has tended to aid established publishers more
as they have greater potential to leverage the tools to
extend their existing IP franchises and evergreen titles.
Conversely, there appears to be less headroom for new
gaming IP success, a trend observed throughout most
of 2026, as long-lasting legacy titles continue to gain
share. Long form video and music platforms are
seeing substantial cost reduction, but need to manage
the conNict between AI content and copyright/catalog
content in the longer run in our view.

For key players, we see Tencent (Buy) as the front-
runner in adopting AI initiatives for game development
and user experience. NetEase (Buy, on ) heavily

focuses on AI-native gameplay mechanics, LLM-
powered autonomous NPCs, generative user-
generated content (AI-UGC). See our separate note
assessing its 2027 pipeline. We also turn more
constructive on XD (see our upgrade to Buy for
details), given its Taptap platform will be a bene?ciary
of abundant game supply, and we believe the stock's
narrative will shift from an 'AI loser' in 1H26 (due to
higher AI token costs and Taptap Maker's dilution of
advertising tra^c), to an 'AI bene?ciary' given its
unique game creation and distribution platform,
especially for long-tail game developers.

Exhibit 1: Likely major pro5t pool change in the age of
in5nite content supply
Entertainment industry value chain 
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What's the current status?

Unlimited video supply: over the past few months
we have seen rapid evolution in the AI multi-modal
space, with the launch of H3 max (from
Minimax/Fal), the speed of video generation is now
faster than human viewership (generates a 5s video
within 3s). In 8M2026, short/mini dramas have seen
13X expansion in terms of launches vs. 2025, while
games (including mini-games) have multiplied by
more than 8X.
Higher quality AI content emerging: the
proliferation of AI content has now occupied the
short drama market over the past 6-12 months
(Hongguo 50%+ AI content) and we have now
started to see more mid to long AI dramas emerging
over reputable platforms like Mango/iQiyi (15-
60mins per episode). Lately, the launch of new AI
models has also appeared to speed up the process
for game development especially mini-games, as
3D/2D assets generation becomes much easier.
Audience adoption curve also quickly rising: we
see the user acceptance of AI content is rising as the
quality is improving. This is particularly the case for
content where part of the audience scrutinizes
quality less, such as in short dramas, music
streaming, or swiping short form videos. On the
largest drama platforms like Hongguo, the data
shows that more than 90% of dramas are now AI
generated (animation and human-like).

Exhibit 2: Short drama volumes have grown explosively
in 2026 driven by AIGC
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Exhibit 3: New game launches also multiplied in 1H26
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Exhibit 4: Summary of current AI
progress/development and representative cases across
entertainment verticals

Source: NewsNow, Company data, Data compiled by Goldman Sachs
Global Investment Research

How di3erent is AIGC vs. traditional
production cost and turnaround?

The AI generated content production process and cost
curve vary in magnitude vs. traditional production, but
on average represent a signi?cant cost reduction and
much faster turnaround.

By vertical, we estimate AI video could reduce costs
by 80-95% for animation production, music, TVC
ads and short form drama, even considering the
success rate of AI video generation. For complicated
interactive formats such as gaming or long form
drama, we estimate at least 30-70% of costs could
be reduced, spanning 3D/2D arts generation,
graphics/character design etc. For IQ/Mango's
recent AIGC long episode, costs reduction is multiple
times vs. similar revenue scale dramas in the past.
More importantly, we see the production
turnaround is at least 5X-10X faster. Content
creators can test ideas at a fraction of costs. In the
case of mini-games, a team of 2-3 people can now
develop a game within a week, compared to a 3-6
month timeline in the past.
This is also changing how content is regulated.
Mango's Beyond Wukong (后⻄游记) was the ?rst
batch of dramas that adopted simultaneous
Auditing and Broadcasting modes, speeding up
turnaround times.

Exhibit 5: Production cost and time saving after AI
application across entertainment verticals
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Exhibit 6: Current status of AI application across
entertainment verticals

Source: NewsNow, Company data, Goldman Sachs Global Investment
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How would the value shift
alongside the value chain?

Despite the massive cost and time savings, we do not
expect all parties to bene?t from this shift. How the
incremental dollar saved will Now is a key debate.
Along the value chain:

IP owners/developers: mixed impacts - It's likely
that top tier and long-lasting IP franchises will still
have strong user attention and AI could potentially
bene?t them by extending their IP lifecycle.
However, as countless content is generated, we see
the long tail of IPs could face risks diierentiating
and it is becoming more di^cult for new IPs to gain
traction in an era where attention is getting more
and more fragmented. In the gaming space, the
strength of evergreen titles (HoK, FWJ etc.) vs. a lack
of new game title success in 2026 echoes our view.
Production/implementation layer value would
shrink - Convenience and fast content turnaround
times of AI tools have reduced the production
lifecycle and diluted traditional value add in the past
6 months, as similar content Noods the market at
unprecedented speed. Competition is becoming
more commoditized, unless the content can
transition into an enduring IP franchise backed by
robust copyright protection. We see physical
studios, actors, outsourcing agencies, and graphic
design will be the most impacted.
Content distribution platform: overall positive
but also diverging - Broadly speaking, in our view
the content platforms should bene?t from
proliferating AI content, as capturing user attention
is becoming more di^cult in an era of unlimited
content supply. In the case of short dramas, despite
the massive production cost reduction, most drama
producers are not making pro?ts as they spend
more to purchase tra^c from platforms (like
Hongguo or Douyin), and the shelf life of content
gets shorter when identical content is produced
quicker.
Conversely, platforms whose moat was built on
licenses/copyrighted content, we see the barriers to
entry diminishing, especially in China where
copyright protection remains relatively weak. Music
streaming and long form video streaming where the
core strategy has been on investing and establishing
a content library, will likely experience a greater user
preference shift. Moreover, we see potential
emergence of new AI-native content platforms,
which creates a fresh entertainment experience vs.
in the past (such as FAL.live).
Multi-modal AI models/agents capturing
incremental value: The vast majority of AI content
is generated via AI video models and harnessing
agents. We have seen both AI video models
(Seedance/Minimax H3 etc.) and video agents from
existing players such as iQiyi/Mango trying to
capture the value of this layer. While TAM is growing
massively, competition will remain intense on model
intelligence/cost e^ciency. We see the combination
of workVow data, user preferences, creative
feedback, proprietary assets, and integrated
distribution as key to monitor across diierent
models.

Exhibit 7: Likely major pro5t pool change in the age of
in5nite content supply
Entertainment industry value chain 
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What are the new formats emerging
through AI videos?

As the marginal cost and latency of video creation have
reduced signi?cantly, we see this structural paradigm
shift could transition the digital entertainment industry
from a scarcity-driven studio model to an inWnite,
dynamic generation model. Some potential new
business models are now emerging, although the way
to monetize is still dynamically evolving, we see robust
fundamental demand across consumers, professionals
and enterprises.

1. Dynamic & Interactive Micro-Dramas (互动短剧):
The explosion of mobile-?rst serialized micro-
dramas is merging with real-time video generation
to replace static video with interactive, generative
narrative experiences. Rather than pre-rendering
hundreds of story branches in a studio, the narrative
is generated dynamically based on real-time viewer
choices or sentiment analysis.

2. Ultra-Low Latency Video Infrastructure: As
inference speeds achieve sub-second and real-time
generation speeds, streaming workNows are moving
to live video transformation. Real-Time Video-to-
Video Streaming Pipelines: Platforms like fal.live
enable developers to run serverless, distributed
ComfyUI workNows and video diiusion pipelines
with minimal latency. This also enables multi-user
live storyboards where creative teams, game
designers, or audiences co-direct visual
environments in real time.

3. Virtual Streamers & Interactive Livestream
Commerce: Virtual idols and AI live streamers are
evolving from simple animated 2D/3D avatars driven
by human motion-capture to fully autonomous,
multi-modal agents capable of 24/7 broadcast
operations. Autonomous Commerce
Livestreaming Hosts: Generative agents trained on
product catalogs and sales scripts that interact in
real time with viewer comments, adjust pacing,
showcase dynamically rendered products, and run
continuous sales loops.

4. Personalized 1-on-1 Virtual Companions: High-
?delity virtual characters oiering private or small-
group interactive video sessions for entertainment,
coaching, or fan engagement. Monetization is
straightforward on time-based billing (e.g.,
$1/minute video sessions) and subscription tiers for
persistent episodic memory.

5. The Harness & Agent Orchestration Layer: we see
the "Harness Layer"—platforms that assemble
multi-agent workNows, long-form narrative
consistency, asset management, and studio
pipelines could also capture higher economic value
over time.

Full-Stack Cinematic Production Agents (e.g
iQIYI’s Nadou Pro):

Model: Enterprise and prosumer SaaS + API token
margins. Nadou Pro coordinates specialized sub-
agents (scriptwriting, shot composition, camera
direction, audio, and visual eiects) across
multiple underlying foundation models (QiZhi,
Seedance, H3) to solve narrative and stylistic
consistency across long-form projects. Revenue
Capture: Tiered enterprise licensing, compute
margin markups, and end-to-end pro?t-sharing
on syndicated distributions.

Creator Model Hubs & WorkVow Marketplaces
(e.g., Liblib AI, TapMaker, Updream):

Model: Platforms that blend community-driven
style asset distribution with cloud inference. Liblib
monetizes by acting as a uni?ed studio interface
where creators license visual assets and train
proprietary workNows. Revenue Capture:
Compute arbitrage margins, membership
subscription, and marketplace take-rates on
creator-published workNow nodes and character
IP.

Exhibit 8: AI video creation tools comparison
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Exhibit 9: TapTap Maker vs. game engines comparison

Source: Company data, Data compiled by Goldman Sachs Global
Investment Research

What are the potential challenges
ahead?

We think the core debate here is whether AI products
can generate durable user value, monetize at margins
above inference and distribution costs, and operate
safely within an increasingly complex legal
environment?

Monetization: incremental compute cost is still high
but consumer paying propensity remains limited.
When users can create unlimited images, videos,
characters, stories, and ads at near-zero marginal
creative cost, consumers may enjoy creating content
but still be reluctant to pay recurring subscriptions.
For entertainment products, unlimited supply may
also create content fatigue. More AI dramas, virtual
idols, and interactive stories do not automatically
translate into more viewing time or higher user
spending.

Regulations: AIGC businesses may face overlapping
obligations across AI regulation, privacy law,
consumer protection, advertising law, copyright
regulation. For virtual idols, companion agents,
interactive dramas, and AI live streamers, the
challenge is especially important because
engagement often depends on emotional
connection. We have started to see Chinese
regulatory authorities stepping up eiorts on the
short/mini drama and long drama industry.

Sector/stock implications

Online Gaming
We believe this is still the more resilient vertical within
the Entertainment space. AI in gaming is so far
disproportionately bene?ting established publishers as
they are better positioned to leverage AI tools to
extend their franchised IPs and evergreen titles.
Conversely, there appear to have been fewer successful
new launches of IPs in 2026 YTD as long-lasting titles
continue to gain share. We see game creator
engine/distribution platforms such as XD still have a
unique value proposition, as it can leverage the
signi?cant growth in game supply and the platform's
ability to re-distribute tra^c.

For key players, we see Tencent (Buy) as the front-
runner in adopting AI initiatives for game development.
Tencent emphasizes foundational game engines, full-
pipeline industrial tooling (3D asset & animation
synthesis), and large-scale reinforcement learning for
competitive balancing and live-ops. Its Hunyuan-
Game & Hunyuan 3D studio model, can construct
interactive, playable game prototypes, and allows
developers to generate high-quality 3D assets from
multimodal inputs (text, images, sketches) within
minutes.

NetEase (Buy, on CL) heavily focuses on AI-native
gameplay mechanics, LLM-powered autonomous
NPCs, generative user-generated content (AI-UGC),
and centralized studio tooling via its Fuxi Lab. Games
like Where Winds Meet and Justice Mobile have
integrated various AI elements and extend its user base
over the past 12months.

We also turn more constructive on XD (upgraded to
Buy), given its Taptap platform will be a bene?ciary of
abundant game supply, and a potential shift in the
stock's narrative from being an 'AI loser' in 1H26 (due
to higher AI token costs and Taptap Maker's dilution of
advertising tra^c), to an 'AI bene?ciary' given its
unique game creation and distribution platform,
especially for long tail game developers.

Long form video
We see potential near term bene?ts as AIGC would
enable a fast production turnaround and lower up-
front content procurement alongside the supportive
regulatory stance. However, the more critical questions
remain: 1) would users stay on the LFV platforms for AI
content (past 3yrs timespent overall has declined
50%), and 2) whether in the long run the proliferation
of AI content will diminish the advantage of copyright
drama content.

For key players including Mango (Sell) and iQiyi
(Neutral), we believe they could bene?t from near-
term cost cuts, as the production time/cost gets
reduced, and many AI generated dramas' business
model shifts to revenue sharing vs. lump sum one time
purchase in the past. However, in the longer run, the
user competition vs. short drama platform, and any
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