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18 years of games industry.
Former co-founder of a very small studio doing PC downloadable / casual games.

Former Producer at Glu and other companies, doing console premium and mobile free-to-play.
Former Economy Designer at Gameloft and other companies, worked on several mobile free-to-
play titles.

Currently Data Analyst at Bethesda, working on mobile free-to-play and console premium.
Opinions are my own. Examples of game design or commentary are not representative of the
games or practices of my current employer.
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History of Game Markets

From 1972 to 2020



THE RISE OF GAMING REVENUE VISUALIZED L

= loud
(Inflation Adjusted, 2020) . Q‘ C; °

2016
From the arcade boom to the rise of home consoles and y Pokémon Go,
PC gaming, the gaming industry quickly grew to rival and z:o';%gmgm:drl?:gg;:
outpace film and television. Once mobile gaming took off, —— 500 m”,%n downloads
that wave of revenue became an ever-growing tsunami. 2000 2004 2009 in one year
The Sims for PC World of Warcraft Angry Birds for mobile
o | popularizes life | launches on the PC, becomes the most
Here’s how tl:le gaming market’s revenue wave has [ ;] simulation games | a subscription-based downloaded freemium
grown over time. u iy online role-playing game and launches a
= game that grows to media franchise

1989 1993 71997 more than 14 million 2018
Nintendo releases Doom popularizes Mokia releases Subecibers Fortnite,
the Game Boy the first-person cell phones a free-to-play Mobile
M Cloud handhgld system, shooter genre with the game battle royale for $ 85B
@ LA alongside a port Snake, the first 2007 O 15 PC and consoles,
B VR _ — of Tetris popular mobile la's iPhone i is ported to mobile
B Handheld 1980 1985 gehe smartphone is 2012
T - arate Nintendo TE d S
M Mobile Pac-Man generates : Gandy Crush Saga
more than $1 billion in Entertainment Ha hdh elg for mobile popularizes 3 2020
H pc arcade sales in the System (NES) limited plays and Epic Games enters
B Arcade U.S. in one year gnd Super Mario in-app monetization legal battle with
B Console : oM

App Store

<
2010 | 201

Minecraft is | Twitch, a video +

1994 released in | streaming service ‘
Sony's : : a public | primarily for games,
beta | is launched 2020
9 Microsoft, NVidia,
2001 Google, and
Microsoft's Xbox 2006 | 2006 Amazon launch PC
console is the first Nintendo's Wii | Sony's cloud gaming $40B
with an integrated consele is targeted at | PlayStation 3
Nintendo releases ethernet port a wide demographic | is the first
the Super NES of families and | console to 2013
g (SNES) non-gamers | use Blu-rays ; Grand Theft
_ Auto V earns
1972 $800 million 2
inits first da 1
Pong becomes the first 1983-1985 ¥ 2020
commereially successful H The video game crash of 1983 2002 2009 4 PlayStation 5,
arcade game = hits North America, caused by Microsoft launches Xbox Live, League of Legends, Xbex Series X and
i 1978 market oversaturation and a subscription service for online a freemium multiplayer 2017 Series S are Console
Space Invaders reinvigorates high-budget poor-quality ports multiplayer gaming popularized online battle arena, becomes Mintendo releases launched $ 33B
| the arcade market like E.T. the Extra-Terrestrial through its Halo series the world's largest esport the Switch, a hybrid

home/portable console A
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History of Game Revenue, 1972 - 1984

M Cloud
¥ VR @ =t
B Handheld 1980
. . B Mobile Pac-Man generates
 Arcades coin-op: ® pC ociebpechalr e

B Arcade U.S. in one year
B Console

» Games designed to eat coins and keep average
session times around 3 minutes, so other
players can play next.

- Start rewarding but difficulty levels rise very Arcade

fast
 Atari was in practice an open platform. ﬂ
* Premium without licensing models. 1972

Pong becomes the first

commercially successful é

« Atari was arguably more focused on first-party | arcade same =

- Space Invaders reinvigorates
t] t leS . the arcade market
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History of Game Revenue, 1985 - 1990

 Nintendo rise:
 High licencing fees and restricted dev access.

* Heavy platform lock-in, preventing devs from
launching in other consoles. Lock-in practices were
later challenged in court by Atari/Tengen.

« Other consoles copy main licensing practices.

 Strong arcade performance.
» Sega and SNK rise on arcade first.
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1989 1993
Nintendo releases Doom
the Game Boy the firs
handheld system, shoote
a alongside a port
el of Tetris

1985

Nintendo

Entertainment

System (NES)

and Super Mario

Bros.

Drive in Japan, released
in the U.S. as the Genesis

1988
Sega releases the Mega

o

1991

Nintendo releases
the Super NES
(SNES)

[

1983-1985

The video game crash of 1983
hits North America, caused by
market oversaturation and
high-budget poor-quality ports
like E.T. the Extra-Terrestrial




History of Game Revenue, 1991 - 1995

* PC rise:
» Personal computing exploding, “Tech” as a section in newspapers.

« |IBM PC is the major open platform to this day, enabling any form of
business model experimentations.

* Handhelds create mobile games
» Cartridge based, same console licensing practices.
« Cheap Tetris bootlegs sells as one-game devices, like Tiger games.

* CD-ROMs change the business of manufacturing and distributing
* Much cheaper manufacturing costs >> more marginal profit.
* Freeware and shareware collections on magazines.

qame 01z, wopk |
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History of Game Revenue, 1996 - 2007

Rise of online gaming, PC-centric.

* Internet access explodes, network hardware go cheap. Wi-fi is created.

« Steam transforms games distribution on PC.

* MMORPGs, World of Warcraft leads the segment to this day.

Never-seen-before audience democratization.

» Wii phenomena, bought by families and seniors.

« Female-focused casual downloadable portals like Big Fish Games

Rise of free-to-play games on PC, over browser. Golden age of Flash.

Mobile games on feature phones

« Games sold by online stores of carriers. A specific publishing market rise to

get deals with carriers.
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2000]
The Sims for PC

bs Nokia releases
cell phones
with the game
Snake, the first
popular mobile
game

lyStation and
urn consoles
istead of

2001
Microsoft’s Xbox
console is the first
with an integrated
ethernet port

18

World of Warcraft

popularizes life | launches on the PC,
simulation games | a subscription-based
online role-playing

2002
Microsoft launches Xbox Live,

a subscription service for online
muiltiplayer gaming popularized
through its Halo series

(]

2004 |

game that grows to
1997 more than 14 million

subscribers

Angry Birds for mobile
becomes the most
downloaded freemium
game and launches a
media franchise

2009

2007
Apple's iPhone
smartphone is |

2006

Nintendo's Wii
console is targeted at
a wide demographic
of families and
non-gamers

League of Legends,

a freemium multiplayer
online battle arena, becomes
the wcﬁ'ld's largest esport

PlayStation 3
is the first
console to
use Blu-rays

2009




History of Game Revenue, 2008 - 2013

» Explosion of mobile gaming on smartphones.

» Apple's and Google's centralized ecosystem replaces and deprecates local carriers’

stores.

» High democratization of dev access: very low entry fees, no recommendation-based
systems, available worldwide. Not quite as open as PC, but the next-most-open thing.

» Explosion of free-to-play

» Already popular in the East, F2P gains traction during the 2008-2010 recession in the US
+ the boom of Facebook gaming.

* More ambitious F2P PC titles such as League of Legends, Path of Exile, World of Tanks

and Hearthstone.

» Turn publishing deals and practices on its head.

* In-game Advertising rise and matures.

» Consolidation of online distribution across all platforms.
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Pokémon Go,
an Augmented Reality
mobile game, reaches|

= = 500 million downloads
2009 in one year
i1 Angry Birds for mobile
b becomes the most
downloaded freemium |
game and launches a
media franchise

2007 |
Apple’s iPhone A =
smartphone is 2012
released | Candy Crush Saga
for mobile popularizes
limited plays and
in-app monetization

el
g~ 2010 | 201
) Minecraft is | Twitch, a video
released in | streaming service
a public | primarily for games,
beta | is launched

2006
i | Sony's
targeted at | PlayStation 3
Emographic | is the first
‘amilies and | console to y 2013
hon-gamers | use Blu-rays v Grand Theft

Auto V earns
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inits first day

2009 | S

League of Legends, >
a freemium multiplayer
online battle arena, becomes

the world's largest esport |

2017
Nintendo releases

the Switch, a hybrid
home/portable console




History of Game Revenue, 2014 - today

2016

Pokémon Go,

an Augmented Reality
mobile game, reaches

S00 million downloads
in one year

* Cross-platform + metaverse gaming phenomena: Minecraft, Fortnite, Roblox. ﬂ?
- Mobile grows everywhere, but faster in China and Eastern markets. O
. . battle royale for 85B
» Powerful smartphones with advanced CPUs and GPUs become cheap to produce, enabling a B porid o mabhe :
new generation of mobile game tech. ?ﬂ:.z;m?a G S
limited plays and Epic Games enters
. . . in-app monetization legal battle with
» Rise of all-you-can-eat subscription models: Xbox Game Pass, PS Now, EA Play, etc. | o
: : i -
» Live Ops / games-as-services s
marily for games,
» Created among new Silicon Valley players like Zynga, bringing ideas from internet start-ups. LIy 112020
* Later and spreads on console as an answer to rapidly rising production costs. Ag;::cﬁ;mcg $408B
» First major cloud gaming offers, technology advances fast. . 2013
B\ Acto Veams
. . o o . o $800 million
» Social gaming during the pandemic: Among Us, Animal Crossing L} s st day 2020

PlayStation 5,

Xbox Series X and Coniok

2017 Series S are Lt
Nintendo releases launched $33B

the Switch, a hybrid
home/portable conscle
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State of Markets

Overview of where the money is.



State of Markets

2023 Global games market

Per segment

Browser PC games

$1.9Bn

-16.9% YoY

Dowloaded/boxed
PC games

$37.1Bn

+1.6% YoY

$56.1Bn

+7.4% YoY

2023 Total

$187.7Bn

+2.6%
YoY

Mobile games

$92.6Bn

+0.8% YoY

» Discrepancy between statistics
companies on size of console
market, since data is opaque.

* Check various sources for these
estimates!

» Easier to estimate mobile as a
lot of more App Store data is
publicly visible and workable
into estimates.



2023 Global players

Per region
Middle East & Africa
574M
+12.3% YoY
:Z?M 2023 Total Asia-Pacific
3.381M 1,789M
+3.6% YoY ’
+63% +5.7% YoY
Latin America YoY
335M
+6.1% YoY
North America
237M
+2.4% YoY
ENTERTAINMENT, COST/HOUR Compared to many other forms of entertainment, gaming is inexpensive
$7.11 $5.75 $4.78 $1.03 73¢ 37¢ 33¢
) 6%
© s
AMC Disney Novel Cable Gaming Netflix Spotify Gaming
Movie Theme Television (Traditional) (Saas-like)
Park
Source: Loup Ventures
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Global Game Revenues $196.0B

State of Markets, 2021 e =

$138.7B
« The cake continue to grow for everybody, but Of almobie aming
. . revenue, 80% ($55B)
mobile just grows faster. will come from

smartphone games.

Mobile

* May grow even faster in a post-Covid world that got
used to game a lot more than before.

« Demographics are definitely wider than ever.
» "Dad games”, immersive single player

» Female audiences are larger at 36+ years.

» Senior gaming, huge market on mobile - puzzles, casino

GAMER DEMOGRAPHICS (U.s.)
- The other 20% of mobile gaming revenue: 12% 1% - 14% 15% 9%
« Tablets
. . . . Older gamers
» Feature phones - yes, they still exist, in India for are more ikly
example.
10-20 21 -35 36-50 51-65 Source: Washington Post
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State of Consoles

ESTIMATED LIFETIME SALES OF HOME CONSOLE UNITS

Playstation2 sSONY (I 157.7M

* Recent consoles still sell the same playstation4 sonNY [[IIIGNGNGEGEGEGEGEGEGEE 12.1M e sony Playstation
. reigns supreme, with
order of magnitude of older ones. proystation son | 025 1,
« Explains flat total revenue of the segment Wii e 101.6M e ki
when adjusted for inflation. )
playstation3 sonNy ([IIEGTNEE 57.4M
« Games of today have similar potential XBOX 360 B Microsoft | 85 5M
installed bases than yesterday, but: NES D s1.9M
. . . . . . After a long drought, — 2
« Upside: digital distribution and Game Passes, Switch B 61.4M switch helped revive | J
potentially reaching a lot more of console ) REPIRS  —
owners with no package costs. Super NES (Nintondo) 49.1M
« Downside: much higher production costs in XBOX ONE B wicrosott [T 48.4M
higher tiers of quality. N64 I 32.9M

Genesis SEGA [ 29.5M

Source: Statista @

game oz, wepk 1 15



| State of Consoles

)
200
o —— | [ R 5Nagn OF GAmE GEARES 10 U5 GOTAIL, 2006, SOURCH: STATISTA
2006/ I Y T
2007) J ! 1 ] |
2000 | N Action 26.9%
200N Y Y T
201 e 9 | [ | ]
2011 e Shooter
201 Y
201 | [l ] Role-playing
201 |
201 LU
201 ] | Sport
201 ] .
201 I 1
201 _ | Adventure
202% 10 20 30 40 50 60 70 80 90 100

Fightin
Unit sales in millions - g

i
@ Sony Playstation 4 @ Nintendo Switch XBox One @ Nintendo 3DS -

@ Sony Playstation Vita @ Sony Playstation 3 @ Nintendo WiiU @ Xbox360 @ Sony PSP
@ Nintendo Wii @ Nintendo DS

Strategy

Other 4.6%

5ﬂlg5 ”F [””5”lg ””ITE ﬂg” _Ilgﬂ”- 5””p[g-. ETﬂTIETﬂ 0% 2.5% 5% 7.5% 10% 12.5% 15% 17.5% 20% 22.5% 25% 27.5%

Share of units sold
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Xbox

200> 0E0S

16.

Game Title

Fortnite

Grand Theft Auto V

Call of Duty: Modern Warfare II/Warzone 2.0

Minecraft

ROBLOX

Tom Clancy's Rainbow Six: Siege

FIFA 23

Rocket League

Diablo IV

HBA 2K23

Forza Horizon 5

Apex Legends

Call of Duty: Black Ops I

Exoprimal

Overwatch1& 2

Madden NFL 23

MLE The Show 23

Fall Guys

Halo: Infinite

Destiny 2

Publisher

Epic Games

Rockstar Games

Activision Publishing

Mojang Studios

Reblox Cerperation

Ubisoft

Electronic Arts

Psyonix

Blizzard Entertainment

2k

¥box Game Studics

Electronic Arts

Activision Publishing

Capcom

Blizzard Entertainment

Electronic Arts

Sony Interactive Entertainment

Epic Games

¥box Game Studies

Bungie
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Game Title

Fortnite

Call of Duty: Modern Warfare I/ Warzone 2.0

Grand Theft Auto V

FIFA 23

MBA 2K23

Minecraft

Rocket League

Call of Duty: Black Ops Cold War

Tom Clancy’s Rainbow Six: Siege

Apex Legends

Fall Guys

Owverwatch 1 & 2

Final Fantasy XV1

Madden NFL 23

Diablo IV

EA Sports UFC 4

Call of Duty: Black Gps 11l

Marvel's Spider-Man: Miles Morales

Mortal Kembat 11

Destiny 2

Publisher

Epic Games

Activision Publishing

Rockstar Games

Electronic Arts

2

Mojang Studios

Psyonix

Activision Publishing

Ubisoft

Electronic Arts

Epic Games

Blizzard Entertainment

Square Enix

Electronic Arts

Blizzard Entertainment

Electronic Arts

Activision Publishing

Sony Interactive Entertainment

‘Warner Bros. Interactive Entertainment

Bungie




Company Revenues Change

1. teoras Tencent $7,556M
2 sony Sony 54,380M
|O|3 evenue &
4. M Microsoft $3,152M
5 MetEase 52,717M
6. Google 32,432M
¥ 5 Activision Blizzard $2,26MM
8. Electronic Arts $1,874M
9. Nintendo $1,295M
Take-Two Interactive $1,266M
Warner Bros. Entertainment $1,007M
12 e Nexon 5935M
13. 1:3 Bandai Namco Entertainment
Roblox $655M
15. ‘”?w Playtika 3603M
6 € 37 Interactive $548M
-
17 S‘; Sea Group $540M
18. mowene CyberAgent $468M
19 = Embracer Group F4B64M
MNetmarble $462M
2], v Square Enix 3461M
22 oo Konami 5425M
23. SEEA Sega $342M
Century Huatong Group $339M
25 @ Ubisoft 3338M



Monetizing on Consoles

* Premium retail

Still convenient for a segment of buyers. 49% of premium sales.

Very high publishing costs, second-hand sales.

* Premium downloads

Surpassed packaged for the first time in 2020.

Discoverability issues, require negotiation with the first-party for
shop featuring.

 Game Passes

Xbox Game Pass and PS Now.

Process is opaque. Require specific negotiation with the first-party,
like old Steam.

First pass is always to launch in traditional premium.

game oz, wepk 1

Daniel Ahmad €@ @ZhugeEX - Jul 30, 2020
EA said that 52% of its console full game unit sales in the past 12 months
were via digital download

For reference, Take Two says its ratio was 55% for FY2020
Sony said that 51% of all games sold on PS4 in FY2020 were digital

In other words. We enter next gen with digital >50%

Q) 84 1l 295 O 12« R )

Daniel Ahmad € @ZhugeEX - Jul 30, 202C
The Sony and Take Two numbers were pre-covid (12 months through March
31 2020).

The EA number was 49% in the same time period, has grown 3 percentage
points in the last quarter.

twitter.com/PinaPopper69/s
This Tweet is unavailable
Q 5 Tl 15 Q 100 T
Daniel Ahmad @ @ZhugeEX - Jul 30, 2020
It's worth noting that we entered the current console generation (2013) with
digital downloads accounting for around 5-10% of unit sales.

Now we're entering next gen with 50%+ as standard.

Packaged sales are still strong, especially during COVID-189, digital is
additive overall

Q 3 Tl 27 Q 153 T,




Monetizing on Consoles

* In-game Purchases

« Can be implemented in premium and free-to-
play titles.

* Not implemented like mobile. Rules vary but
basically IAPs are purchased in the shop, not in
the app.

* Creation of new packs may require re-
submission of a build.

* Free-to-play
« Still a small sub-segment of console revenue.

« Growing, but slower than it grew on mobile or
PC.

qame 01z, wopk |

Free-to-play (F2P) console games market revenue worldwide from 2018 to
2021

(in billion U.S. dollars)
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State of PC & Browser

PC has always been the primary source of
innovations in business models and monetization.
Cradle of subscriptions, free-to-play and games-as-

services, all the way back to the first MMOs.
All revenue is digital distribution
* Majority downloadable.
« Asmall share of 10% is browser games.

* Market data is very fragmented though.
Lots of "launchers” that double down as stores.

Self-publishing is a possibility.

Top PC Game Stores:

Steam

Epic Games Store
GOG

Humble Bundle

Microsoft Store

I S S

Icht.io

Top "Launchers":

1. Battle.net

2. EA Origin

3. Riot Games
4. UPlay

5. Paradox Plaza



State of PC & Browser

* Most popular games on Steam
are more varied than consoles,
but no sports.

» Core gaming around
competitive multiplayer +
streaming in Twitch.

Title

Grand Theft Auto V

2. League of Legends

3. Valorant

4 Counter-Strike: Global
Offensive

5. Dota 2

6. Teamfight Tactics

7 Minecraft

8. Fortnite

9. Apex Legends

10. . Diablo IV

game oz, wepk 1

Tap warched pr games on Twimch

Publisher

Rockstar Games

Riot Games

Riot Games

Valve

Valve

Riot Games

Mojang Studios

Epic Games

Electronic Arts

Blizzard
Entertainment

Total
Hours

138.6M

108.7M

88.5M

59.7M

56.5M

41.1M

28.6M

38M

33.6M

287M

Esports
Hours

OK

24.2M

6.8M

17.3M

255M

316.4K

311.3K

3M

OK

Share
Esports

0%

2226%

7.7%

29.07%

452%

0.77%

0.01%

0.82%

8.96%

0%

ee

+35
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State of PC & Browser

Revenue is much more split between premium and free-to-play titles,
fragmented across multiple stores and ways of distribution.

In some genres like MMO, the vast majority is in fact earned in free-to-play.

Revenue Generated by free-to-play and pay-to-play MMO games by region (2016)

w
5 SIZ000M

S10000M
$8000M
$6000M

$4000M

Revenue in million U.S. doll

$2000M —_—
0
Asia Europe North America Latin America Rest of the world
Sources: Statista, SuperData Research Free-to-play . Pay-to-play Created by GamingScan.com
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Top or games by eevenue, 2019

PC

League of Legends

Dungeon Fighter Online

Fantasy Westward
Journey Online 2

Crossfire

Fortnite

World of Tanks

Tom Clancy's The
Division 2

Sekiro: Shadows Die Twice

Hearthstone West

Counter Strike: Global
Offensive

Sources: Future Game Releases, SuperData Research

21




Monetizing on PC & Web

* In online stores, Revenue always follow a long-
tail distribution across all games available.

» Top 20% games are 50% of revenue, represented by the
green area.

+ The remaining 80% are the other half of revenue, in
yellow area.

« That means that an average will be in the
middle of this curve and don't look like much.
» On Steam, very low-cost games are estimated to make
in average only $é6k.

» This value close to the baseline across all the yellow
area.

» The green area can be a lot more.

Average Net Revenue of Games on Steam
o

Comparing game rev

250k

200k

3 150k
T
=)

vi 100k
- |

50k

6000
0
$10 Games

Source: No More Robots 2019

int

enues per price po

200000

55000

= -

$11-%15 Games $16-%20 Games

§21+ Games

Price point of games

Created by CompareCamp.com
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Monetizing on PC & Web

* Premium downloads
» Big discoverability issues, require marketing and PR.
» Players are used to look for promotions and discounts.

* In-game purchases
* Commonly in the form of DLCs, like Civilization VI
» Cosmetics may work depending on amount of users, like League of Legends
» Battle passes since Fortnite
« Some games sell resources/hard currency, like EVE Online

« Implementation can use all sorts of providers, from Steam to Digital River.

» Subscriptions and Passes
» Game-specific subscriptions only really work for very few games, World of Warcraft.

» Game library subscriptions: Xbox Game Pass, Humble Monthly, EA Origin Access, UPlay+



Monetizing on PC & Web

* Free-to-play downloads

* Many of the most profitable free-to-play
games in the whole market are PC-based:
Fortnite, League of Legends, Dungeon Fighter
Online, Crossfire, Monster Strike.

* Other known offers include Path of Exile,
Warpath, World of Tanks, Hearthstone,
Counter-Strike.

* Free-to-play browser-based

* Smaller market, in the past tied to Flash but
now using either HTML5 or custom plugins.

* Revenue with purchases and advertising

* Main players include Kongregate, Facebook
Gaming, Adult Swim, Armor Games, Miniclip

Fortnite

Dungeon Fighter Online
League of Legends
Pokemon GO

Crossfire

Honour of Kings

Fate/ Grand Order
Candy Crush Saga
Monster Strike

Clash Royale

0

Sources: Gamelndustry.biz, SuperData Research

Top free-to-play digital games by worldwide revenue (2018)

Epic Games

Nexon

Riot Games, Tencent
Niantic

Neowiz Games
Tencent

Aniplex

King, Activision Blizzard

o

Supercell, Tencent

$0.2B $0.4B $0.6B $0.8B SLOB S1.2B S14B SL6B $1.8B $2.0B $2.2B $2.4B

Created by GamingScan.com

game oz, wepk 1 el




State of Mobile

Largest market, but also the most
competitive, with over thousand new
games every day.

Volume of downloads worldwide are mostly
Android

But revenue in 2020 is roughly 50/50% with
i0S, because average purchases is higher
among Apple users.

Mobile games are mostly free-to-play,
making money with IAP (In-App Purchase)
and Ads.

Countries by Downloads App Store e Google Play ;

India

us

Brazil

Russia

Indonesia

Mexico

Turkey

Japan

Vietnam

UK

POOPO

(-

o

0

§ $35000M
< $30000M
v

5 $25000M
§ $20000M
Z $15000M
£ $10000M
Y

2 $5000M
Q

30

11i

Worldwide mobile gaming industry revenue by operating system (2016-2023)

T

Sources: Statista, SuperData

2016 | 2023

Android @ i0S Created by GamingScan.com
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MOBILE GAME CONSUMPTION TRENDS

Older Games Continue to Drive Mobile Game Monetization ; Fewer New Titles Entered the
Market, Yet Growth in Average Consumer Spend Among New Releases Remained Stable

Number of New Games Released Per Year & Average Spend Per Game
Among Top 1000 Games by Consumer Spend

Powered by data.ai's Game |IQ Taxonomy

Top New Releases (Same Year) by Consumer Spend
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State of Mobile

TOP APPS & GAMES COMPANIES OF 2022

2022 Rankings by Market | Top Companies - Games

<

DOWNLOADS

Company
1 Azur Interactive Games
2 Embracer Group
3 Tencent
4 OneSoft
5 SayGames

XS

é ironSource
74 AppLovin
8 Voodoo
9 BabyBus
10 Jinke Culture - Outfit7

HQ

Cyprus

Sweden

China

Vietnam

Belarus

Israel

United States

France

China

China

Top Apps by Downloads

WormsZone.io

Phone Case DIY

8 Ball Pool

1945 Air Forces

Race Master

Bridge Race

Papers Grade Please
aquapark.io

Baby Panda's Supermarket

My Talking Tom 2

Worldwide

CONSUMER SPEND

Company

1 Tencent

2 Activision Blizzard

3 NetEase

4 Playrix

5 Netmarble

6 Playtika

7 miHoYo

8 Aristocrat

9 Moon Active

10 NCSOFT

HQ

China

United States

China

Ireland

South Korea

Israel

China

Australia

Israel

South Korea

Top Apps by Consumer Spend

Honor of Kings

Candy Crush Saga

Fantasy Westward Journey
Homescapes

Marvel Contest of Champions
BINGO Blitz

Genshin Impact

RAID: Shadow Legends

Coin Master

Lineage W
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Monetizing on Mobile

* Premium downloads still exists, but small market.

* Free-to-play + In-game purchases

* Main source of revenue for most top-grossing

Worldwide mobile game industry revenue (2016-2023)
$22000M

$20000M
$18000M
$16000M
$14000M
$12000M
$10000M
$8000M

S6000M

S4000M

“n m

: mm B

Action/Adventure Arcade Strategy Casino Casual Sports Role Playing

Value in U.S. dollars

Sources: Statista, SuperData Research . 2016 2023 Created by GamingScan.com

games
* Focused on selling resource packs. Cosmetics o
sometimes. 40%
35%
» Battle passes popular since 2019. 2 a0
T 25%
B 20%
e FROD-TO-DLEN + ROS §=

e Mdin S0URCE OF ROVENUD FOR many Casudl L

Distribution of worldwide mobile application revenue by channel (2017)

ang fypeecasual namos.
e OOTIMIZATION OF A0S REVENUR IS @ 010 ORSI0D TOMIC.

Video ads Display ads Native ads

Sources: Statista, AdColony

IAP & m-commerce Installs and Affiliate deals
subscriptions

@ Gaming Apps Other Apps Created by GamingScan.com

e SUDSCRINTIONS @nd Pas505

e ALMOST NO O@m@ IMPLEMBEAT ARPLO'S OR QOOOLR'S AQI FOR QD SUDSCRIATIONS, N@RO 7O IMALEMENT « LOO@L.

* ROQLE'S ARCAOD N0 OODOLE'S QLAY Dd55 N@ve OOEN aROund SINCE 2048, A0 BRBEKOUT MITS WOT. REQUIRE QREMIUM DAMES. -




Business Models

How each strategy monetizes.



Characteristic Rank

Call of Duty: Modern Warfare 2 (2022) {Activision Blizzard)

Pre m i l I m Elden Ring (Bandai Namco Entertainment) 2

Madden NFL 23 (Electronic Arts) 3

God of War: Ragnarok (Sony) 4

LEGO Star Wars: The Skywalker Saga (Warner Bros. Interactive) 5

Selling downloads. e

FIFA 23 (Electronic Arts) 7

Market revenue very concentrated on few franchises Pokémon Legends: Arceus* (Nintendo) 8

+ 10 titles made 34% of all revenue. In F2P, 19%. Horizon II: Forbidden West (Sony)) 9

« But indies can thrive: Hades, Valheim, Among Us, Phasmophobia. P (rv'!-_=|‘.||:nl-e leﬂl o — 0
Marketing is key, lots of focus on YouTubers and Mario Kart 8* (Nintendo)

streamers + social media. call of Duty: Vanguard (Activision Blizzard) 12

» Can be supported by demos / sharewares, but extra Gran Turismo 7 (Sony) 13

development overhead on the team.

» Nobody is using playable ads like free-to-play does yet. Could work as super-quick demos. SURLE: SUbRRTTS

Platforms:

» Best revenue opportunities on Consoles, but costs to publish and update.
* On PCs, make the game available in many online stores. Participating in bundles, seasonal promos, discount packs, etc. Managing this can be a full-time job.
* Mac can be +3% to +8% revenue. (And keep in mind Mac is mostly US-only.)

Selling Early Access: desktop-only, mobile maybe

game oz, wepk 1 e



DLCs

CONTENT FOR THIS GAME

Selling extra playable content /
expansions

» Usually complimentary to Premium.

» Free-to-play focus on currency and
cosmetics.

Mastered by Paradox and The Sims

Extra revenue from who are already
buyers

» Always easier to sell to who already is a
client than to convince someone new to
first purchase.

game oz, wepk 1

Browse all (17)

CDNS$ 22.79
CDNS§ 899
CDNS 22.79
CDNS 8.99
CDNS$ 11.49
CDNS 22.79
CDNS$ 22.79
CDNS$ 21.99
CDN$ 11.49
CDNS$ 10.99
CDNS$ 10.99
CDN$ 8.99
CDN$ 8.79
CDN$ 7.79
CDNS$ 7.79
Free

CDNS 14.49

Add all DLC to Cart

% w350 Thﬁ cost .of
ySimsg

Game and all its DLC's

STI.II-'F I?ACKS‘ (#10 EACII) -

11


https://www.youtube.com/watch?v=muvZni2DQfk

DLCs

 LOTH OF OBV DFFORT TO CREQTE an BXTRD ONE-TIME pURCNOSE.
e VORY IMpORTQGNT T0 00 RO @maLysis

e [OLCS OON'T SELL TO OLL PLOUDRS - DXPOLT 25% TO 50% TO0 DUY TRO
FIRGT OLC @nd conTinue a5 a desCcending Log CURve FROM TRRRD.

e SOCONOD OLL WILL SPLL I0% TO YU0% LRSS @nd 50 On. OUT uou can
HRE@K TMIS PATTORND O TAE LOND RUN Q% YOUR udience mMatures.

e FOCUS ON miLeagae, not dert



Time spent gaming when on a subscription

Subscriptions

Bundling the game in a monthly "pass”.

35% of gamers already pay some sort of subscription

*  Among MMOs, game passes, monthly bundles and multiplay

20%
o [
Does notcurrently ~ Currently on a (@) Playmore =) About the same (®) prayless
buy a gaming gaming subscription
subscription
Of those already subscribing to a gaming service...
65% 9% 71% 20%

[} Already subscribing to muitiple gaming subscriptions
M Interested in multiple gaming subscriptions
Not interested in multiple subscriptions

@

80% of current gaming subscription buyers are open to
multiple gaming subscriptions (or are already buying them!)

passes (PS Plus, Xbox Live)

Titles in "passes” really start as Premium and after launch
work their way into deals.

» Will games be created from the ground up for passes? Eventually, yes.
But the business model needs to mature more.

“Passes” to consider: Xbox Game Pass, PS Now, Apple Arcade,
Google Play Pass, Humble Monthly.

Publishing/Revenue model is opaque but maturing:
» Flat-fee deals to include the game in the pass.
* Downloads

* Hours played game 0z, wook

SOURCO: SimOn-Kuchop

Perception of high gaming subscription prices are keeping
gamers from subscribing

SIMON * KUCHER & PARTNERS

Strategy & Marketing Consultants

The second most prevalent reason is the desire to own, rather than to stream, games

Reasons for gamers not subscribing to gaming subscriptions

Casual Gamers Moderate Gamers Serious Gamers

Ranking (<5 hrs/week) (6-20 hrs/week) (>20hrs/week)
Mostimportant Price Price Price
reason
2 | don't play much Other | want to own the game
3 | want to own the game | want to own the game Other
4 Prefer status quo (standalone Prefer status quo (standalone | don't play much
purchases) purchases)
5 Quality of games | don't play much Quality of games
: Prefer status quo (standalone
6 Other Quality of games purchases)
7 Too much choice Too much choice Too much choice
8 l dgn 1 have docess1o an Limited Internet access Limited Internet access
available payment method
Least important 9 Ll st aesass | don't have access to an | don't have access to an

reason available payment method available payment method

scher & Partners; Gaming Monetization Quant Survey| Please rank the reasons why you subscribe 1o a gaming senvice (N = 4579

15



https://www.gamesindustry.biz/articles/2020-10-14-survey-35-percent-of-gamers-have-a-subscription-service
https://www.gamespot.com/articles/phil-spencer-explains-how-developers-get-paid-from-xbox-game-pass/1100-6484858/

Free to Play (Freemium)

Give the game away and sell extras.

The de-facto model of Mobile, also quite strong on PC.

Solves a marketing problem and creates another one:

* In theory, no money barrier for a new player to try your

game.

« But the market is flooded and new User acquisition is

actually quite expensive.

Sales in-game focus on currency and cosmetics

» Scales much better in the long term, as production costs are

cheaper.

» Currency requires excellent game design on core systems to

avoid inflation and de-valuation.

game oz, wepk 1

AVORAOD @nnuaL SpEND 0N BXTR@ CONTEAT I0 TR U5, 2000. SOURCE: STATISTE

Currency

Skins, wardrobe, and cosmetic
upgrades

Weapons or weapon upgrades

Expansion packs

Maps

Travel vessel, vehicle, or essential
items

98

120

0




Free to Play (Freemium)

» Items and playable content on PC and Consoles.
* Much more expensive content to produce.
« On Mobile, selling expansions was abandoned years ago for
practical reasons.
» Design of systems and Ul needs to be specific for F2P.

* Only 1% to 5% of your users will pay and keep your company afloat.



In-game Advertising

* Make money by showing Ads inside the game.

« Important source of revenue for many Free-to-Play games.

» Sometimes the only source, in case of hypercasual and
Facebook games.

» Technically possible to be in Premium games too, but
community pushback.

« Ads monetize by impression (CPM) and/or click-through
(CPC).
» Percent of a penny for impression, 1 to 10 cents for click-
throughs.

» Videos and playable ads pay a lot better than banners.

game oz, wepk 1

In-0ame AOS STARTRO wWay back!

What Mix of In-App Ad Formats Are Mobile Game
Developers Worldwide Using?
% of respondents, April 2019

N
N
® |

Rewarded video & banner ads
Rewarded video & interstitials J[3)

Rewarded video 13%

Banner ads [¥%

5% Banner ads & interstitials
4% Interstitials

All three 32%

Note: among respondents using in-app advertising
Source: Walnut Unlimited, "Ads, IAP or Both? Game Developers Reveal Their
Preferred Monetization Mix" commissioned by Facebook, May 29, 2019

248203 www.eMarketer.com
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In-game Advertising

* EA, Anzu, Google (AdMob), Zynga.

 Indies should look for providers that aggregate reliable
sources of inventory, like lronSource and Unity Ads.

* ldeally, non-intrusive and rewarding.

* Major players developing next-gen tech for in-game Ads.

 When implementing in-game Ads, design is necessary.

game oz, wepk 1

What Share of Revenues Do Mobile Game Publishers
Worldwide Earn from Ad Serving?
% of respondents, fall 2018

0%-20% 41.0%

21%-40% 25.9%
41%-60% 15.8%

61%-80% 7.9%

81%-100% 9.4%

Note: n=2é66 developers and publishers of free-to-play (F2P) mobile games;
respondents were asked about the ad revenue share of their
highest-earning game

Source: deltaDNA, "Ad Survey Results 2018: An In-Depth Study of In-Game
Advertising, "Dec 17, 2018

248672 www.eMarketer.com




FORTNITE

Battle Passes

* Recurring fee that improves rewards in the game.

» Pseudo-subscription system originally created in Fortnite.
* Recurring but optional, players can continue to be free-to-play.
» Participating users boost progression, earning more rewards.

» Recurs every 1 to 3 months.
» Frequency vary by game and platform.

* On mobile, often every 30 days. and purchased with currencies, not
money transactions.

« Does 2 things: monetize + keep high-value users playing.

» Less "pay-to-win" complains, as users still need to play and progress.

« BUT: not a main revenue-maker.

* Even in Fortnite = 24%. On mobile games, between 6% and 12%.

» Expect it to be an auxiliary monetization system, not the main one.

Battle Pass popularity in iOS US top-grossing

game oz, wepk 1
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Most Engaging

\!// seconp

"Metaverse” ') LIFE

Pizza Mayhem Roblox Heroes Egg Hunt Destructo
d 1% 8 114K ds80% 874K dr83% R36K d76% R 464

You were in Jurassic Park

* "Metaverse": games as platforms for other businesses inside it.
» Roblox, Minecraft Realms, Fortnite. Way back in 2007: Second Life. Ty

« Agame that is more than a game: it's also a place where millions e
of us are hanging out in the virtual universe.

* Still lots of noise of what would be considered a "metaverse”.
» Facebook pushing hard on its "Second Life" approach.

» But the term doesn't refer to a specific technology, but a broad
shift in how we interact with technologies.

» The term itself will eventually become antiquated.

THE MINECRAFT

» Gabe New'el. Mos.t people talklng about metaverse have no idea ] S
what they're talking about. They've apparently never played an MMO. T e AT
players around the world, all within the Minecraft in-

game marketplace.

APPLY NOW

game oz, wepk 1



Hot Topics

Things that usually provoke debate among gamers.
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. NFTs?

e UNAT 15 @0 OFT, BXDCTLY?
e [IDCD OF Oa@ta In @ brockchaim ke eTheroum.
e [EOLINK DR @ny oTNER O@Td GRTIFACT WITH @ "CORTIFICATE OF OWAERSMID™ aTTached
T0 O SPOCIFIC CRUDTO-WALLeT.

e QDCAUSE OF TRR Way DLOCKCn@InG work, TAE "OWNERSAID" OF TMS OaTa aRTIFALT
I5 QUaranTeed 10 0@ unigue.

e [UT pEOQLE Cdan STILL ODWALO@0 uouR DoREd AQE IPEOS IF TREY N@ve TR wWegonk m That 1son...

e TS IS WY SOME DOOALE CLA@IM TO "STEAL" IDED NFTS RASILL.
e [DUT ThEY CANNOT STRQL TNO OWAERSAIN @s510000 vid ooockchaim, and TAAT'S WNAT martToes Foe
[OLLOCTORS @nd ENTRUSIASTS.
e WNY NOT SPRIALIZE TRE IMAage ITSELF INSTRQO OF O Wen Link?
e N @ DLOCKCA@IN, SIZE = SPEED = COST. SLOWBR TO MIAT, SLOWER TO TRANSELT.
e ETNDROUM: 550 TO 5123 70 TRQNS@CT, MONLY FLUCTUGTOS WITA TRO d@ILy pRICE OF ETA.

qame 01z, wopk |

"attributes”: [

{
“"trait_type": "Shape”,
"value": "Circle”
}s
{
"trait_type"”: "Mood",
"value"”: "Sad"
}
1,
"description”: "A sad circle.”,
"image"”: "https://i.imgur.com/QkwON@A. jpeg",
"name": "Sad Circle"
}
ethereum
a AlphaWallet
MRIVATE KDU: o3nr3so02621375509608051030080507F0U7F2020A077004A0870000F7 Y007
puiLIc kou:

O00IROCFCNEII0FSIGIA0aRIG0YROFOIGDI0SY]

iy




NFTs?

musiness modeLs no, AFTS @RE @ TOCANOLOOU, nOT @ DUSINRSS mMOOBL.
 TND QRIM@RY DUSINDSS MOOE 15 @RTIFICIAL SCARCITY OF COLLBCTIOLD ITEMS, widoLy used Since TR0 60°S.

e [OTNER modeLs around di0ITAL OWNERSNIQ @RQ @LS0 VIAODLE, SUCH @5 VIp CLUDS OR RARLY DIOO0ORS.
X0 IMFINTY

I THOORY, TRO QROMISE OF OFTS 15 TO BAQOLE "REAL" OIOITAL DWOERSAID.
 NOLD TO TRANSALT UOUR DAME ITOMS WITAOUT DOIND CONSTRAINED OU TAD GGME ITSOLF.

e MARKRT TRANSAARENCY: TAR DLOUOROASE CAN ENODOR (0 REQL-TIME ORICA DISCOVERY. OQMES Coucd oven “podad” as50TS FROM
[OMPATITORS.

e  FRALTIONAL DWNORSNIQ OF IN-0@ME @5507T5 15 pOSSI0LO.

IN PROCTICA, LOTS OF CAGLLBNORS TO make ThIS DROFITa0LO.
e OUT-DF-5YSTEM PLAYBR-TO-PLOYOR TRANSDCTIONS WON'T QENORATE @ny money...
e MINTING COSTS ON @ MainsTREAM OLOCKCR@Im Can oo prROMOTIvecy man...
e TRONS@CTIONAL TIMES C@n TAKE SOVEREL MINUTOS TO NOURS...

e ... UMESSUOU DWN YOUR OWN PLATFORM/OLOCKCR@IN: UDISOFT'S QUARK @nd AXIE (NFINITY'S ROAIN.

qoas unchainog

N LOT OF THhE S@me fenoriTs tan 0@ 0OnE WITh eXIsTIiNG, Cheapeer TeCh.

NOTENTIALLY Nuoe BAVIRONMBNTAL COSTS: I ETARROUM, | NFT TRANSACTION = | MONTH OF a0 @veREgE aduLt's



Loot Boxes

Concept: a box or pack of random items that drop with probabilities
that developers can manipulate.

It all started with Kompu Gacha in Japan until outlawed in 2012
* Morphed into loot/fusion mechanics and regular Gacha

» Bridged to the West circa 2011 and evolved to current form.

Uproar among Console gamers when bridging into Premium
» EA: Star Wars Battlefront 2 vs. Star Wars Galaxy of Heroes

Regardless, it brought up seriously looking into psychological effects.

» Legislation being considered or approved: Belgium, UK, Germany, Australia,
Netherlands.

» Lawsuits in others, like Canada.

The central question: is this gambling?

game oz, wepk 1

‘Kompu gacha’ game example

kinds of items 1o complete

www serkantoto.com

In
o

Grand prize

some cases,

yn


https://www.gamasutra.com/blogs/SerkanToto/20160330/269206/How_Japanese_Mobile_Game_Makers_Go_After_Whales_5_Popular_Gacha_Mechanics.php

Loot Boxes

The psychological trigger that rewards both gambling and loot
boxes is the same: intermittent rewards.

Casinos and lotteries promise money for winners while games

don't, but monetary value doesn't matter for the primitive brain.

» The dopamine spike is in the chase, not the catch.

NOWBVAER, INTERMITTANT ROWAROS @RD QLS50 THE REQSON BOTIRE ODQMES dRE FUN!
e LOOT IS FUM, and IT'S using TRAT Same TRIQOOR.
e FOR MU OgRANNY, SLOT MAchines aeRe The Samo OF O1@0Lo FOR mo!

What 15 CONCERNING 15:
I, TUIND LOOT DOXBS 7O MONBTIZATION. [UBS, TAOY Cdn OO MOEROLY @ DLEU mECh@nics.]

FIXED VARIABLE
predictable unpredictable
amount / number amount / number
wards received woderate and steady response rate
p B
E é ceived
INTERVAL | w w
LN T NN
rewards occur g g
after some o TIME o TIME
aneiretine | 38 ELAPSED | & ELAPSED
S -
I T T I e I [ | [ =2
0 5 10 15 20 0 5 10 15 20
o high and r 1
ﬂ i
I~ T
RaTIO |2 | U UV E
w w
rewards occur n n ; il
after some g post-reward pause E
number of actions E NUMBER OF E NUMBER OF
« ACTIONS 5 ACTIONS
S 5
I [ [ I ’ I ] 1 I &
0 5 10 15 20 0 5 10 15 20

¢.  UOUNODR QudienCRS, @5 game OBVOLOPORS VORYU RAROLY KNOW who 15 pLauing. They can't conteol

grress LIke o casino OR @ LIQUOR STORD.

qood Reading: CELIE NOORAT 00 ETHICS
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https://celiahodent.com/ethics-in-the-videogame-industry/

ww AYENGERS

- 2021 CONTENT ROADMAP -

Games-as-Services

WAR FOR
£ IMPERFECT ANOMALY’ TAKEOVER CUBE PATROL _ WAKANDA
NEXT GEN SOLES oy o . wrtet e P = EXPANSION

-- ﬂ o f
opsnmo MAWKE TA NJ RED ROOM

» Concept: games focusing on continuously monetizing players over time,
launching frequent updates, activities and events.

* Idea born with early MMOs + web startups working under Saa$

» Adapted into free-to-play games by Zynga, Funzio, Riot and other new

developers at early 2010's
, , , : : SEASON OF ARRIVALS
+ Game design evolved to include systems with deep stats + crafting + vertical . ES T s o NS 0 SEALS - SN WEARONS 5 AnkOR -

progression that could be faster to launch new content for.

« Bridging into Premium games in late 2010's has stirred players up.
* Marvel's Avengers, Destiny 2, Final Fantasy XV

» Criticisms around grind that feel pointless, repetitive events,
unrewarding progression, monetization of items, promotions.

MISSION INTE WEEKLY QUEST
ES W ¥
AND MORE..

» "l already paid for the game, why all this?"
» "l already finished the game, what's the point?”

game oz, wepk 1 A



TND AAA COSTS COnUnORUm

e ([ROOUCTION COSTS

e |50 RICE 0N LAUNCH

Games-as-Services =y

/

« Reasons: /

1. Escalating production costs of AAA.

2. Using the Time invested by the team 2005 2006 2007 2008 2000 200 201 202 2m3 20 2ms  2DIE 207 2lE 2mD 202D

1. Big games require a lot of custom tools and familiarity with the engine.

3. Marginal costs of new items are very low.

4. More stable revenue in-between new games.

1. Less dependent in bin discounts and launching more full games.

» Problems - or why users complain:

» Designers and managers don't understand their audience, what players value and
what they are fine to pay for.

» Design needs to be very good to avoid systems that feel too repetitive or inflate the
economy. Game Designers needs to understand the best free-to-play titles.

» Requires other types of professionals, like data analysis, Bl and community
management. It's not simple game maintenance like in the 2000's.

» The work in Live Ops is fundamentally different than Production. Some game devs
burn out.

game oz, wepk 1




Whales

» Concept: a few users are so much into your game that
they are willing to buy lots of extras.

* In business, always much easier to sell to someone who
already is a client than to sell to a new user.

» Highest-spenders not uncommonly dish over a 1k dollars
in a single game. Sometimes over 300k.

» Users who convert into complimentary in-game
purchases are usually very few. But some of those
spend a lot.

« F2P: 1% to 5%. Premium: 5% to 10%.

* Not uncommonly, 50% of revenue of a free-to-play game
may come from 0.3% of users who are whales.

game oz, wepk 1

Fast and furious whale vs. slow whale

- takes time

- can spend up to $500 USD in - require more efforts
the first se.sswn . - first, they’ll spend a small amount of
- very fast in their spending money to try the game out

@ udonis.

We really depend on the 0.1%

Spenders by Spender Category

®$1-510 ®$10-550 ®$50-5100 ©$100-5500  $500+

4%

A

Revenue by Spender Category

®51-510 ®$10-550 ®$50-5100 *$100-5500 ~ $500+

1%
5%

p.

72%

Kongregate.com platform stats, 2008-2015

50




| Whales

« But to support this level of spending, game systems need to go deep into

committing to monetization.

* Deep stats

Deep resource loops

Loot boxes

Timers
e THIS CAN TURN OFF SOME NOW pLayoRs and RO@LLY UpsOT
wnoen Theso CONCOOTS DRIOOD TO QREMIOM.

e [OMAQNIBS TRAT ROLY TOD MUCHh On Whaies havo
UNSTOOLE ROVENUE and SUFFOR when Thoy OUIT.

e IT'S DOTTER TO N@VE @ NOALTRIOR COMOING@Tion OF SEending pROFILOS.
e LOUNChIND In pLaces LIKE Chind FORCES @ STRATOOIZE TRAT 00 widor,

TRUIMG 10 CONVERT MORE PLOUORS OT LOWER VALUDS.
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