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Introduction

Gaming Industry: The Future of Digital Entertainment

The gaming industry is currently growing at a remarkable rate, its global revenues have already surpassed those from music and movies
combined. In 2019, the sector generated $146 billion" in revenue, which is 3 times higher than those of the global box office revenue recorded in the
same year. This figure also nearly doubled music industry revenue®. This growth is supported by COVID-19 pandemic, as gaming has become a com-
mon go-to activity for many people during the lockdown period. The surge of gaming activity came from both existing players who got the chance to
spend more time playing and new players who just recently joined the gaming community. Additionally, there was also new releases of game console
generation from both Xbox and PlayStation at the end of 2020. With these several supporting factors, Newzoo estimated that the global gaming industry
would increase by nearly 20% YOY to $175 billion in 2020.

Figure 1: Global gaming industry to expand 20% YOY in 2020 and number of players to grow 6% CAGR during 2015-2020

Global gaming industry value Number of gamers worldwide
Unit: billion USD Unit: billion persons
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Source: EIC analysis based on data from Pelham Smithers, Statista and Newzoo

1
Data from Newzoo, a provider of games/esports analytics and market research
Data from Newzoo, a provider of games/esports analytics and market research
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Introduction

In section 1 of this Insight, EIC will present the overview of the gaming industry showing a remarkable growth
both in terms of revenue and number of players. Newzoo estimated that revenue of the gaming industry will
increase to $218 billion in 2023. According to EIC analysis, there are five major drivers that will support the
growth momentum of gaming industry:

e The arrival of new technologies will help to create a much more immersive and engaging gaming experiences,
attracting more gamers to be part of the community.

e The rise of mobile games allows greater reach to a much larger group of consumers as many of them
are already a smartphone user. According to Newzoo analysis, there are more than 2.5 billion gamers that
are playing games through their smartphone devices, accounting for around one-third of the global population.

e Gaming has become a place to socialize, drawing more people to come in and partake in the community.
As a result, businesses in other industries also want to be part of this attractive ecosystem.

e The growth of e-Sports which has expanded gaming ecosystem, attracting news businesses across sectors.

e The spread of COVID-19 which has attracted new gamers into the community. It also stimulates gamers
to spend more time playing.

EIC believes that gaming, as a form of entertainment media, will continue to make significant strides in technology
improvements and new business models. This will allow gaming to attract larger group of consumers as well
as to be able to create better engagement with players. As a result, consumers tend to spend more hours
playing games in comparison to other form of entertainments. Moreover, gaming in today’s environment has
also emerged out as a great platform for social interactions, allowing players to communicate and exchange
ideas with each other.

Gaming industry Go to contents > "=
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Figure 2: 5 underlying factors that will support the growth momentum of gaming industry in the future
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VR/AR will create new and immersive experiences for gamers
Cloud gaming will remove the need to have dedicated gaming hardware, allowing for more
people to have access to more powerful and immersive games

Players can use existing hardware and can play anywhere

Over 90% of mobile games are free-to-play

Developers can use analytics to create engagement and recurring revenue
Reach diverse audience and demographics

Games are becoming social spaces for friends to hangout; thus, creating positive network
effects
Expansion of gaming ecosystems both from game-related and non-game related businesses

Rapidly expanding eSports viewers

High willingness to pay for game, equipment (both in-game and physical), as well as eSports
merchandise

Continued increase in winning prizes

Number of gamers, playing time, and viewing time all increased during lockdown periods
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Figure 3: Major players in the ecosystem for game
development and distribution
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Section 2 will discuss the opportunity for Thai entrepreneurs in the
global gaming industry. In EIC view, Thai entrepreneurs can join the
ecosystem of gaming industry as indie game developers. Within the
gaming ecosystem, there are four main players: 1) Game developers who
are responsible for developing new games and game publishers who are
financial supporters for the development and also responsible for marketing
and advertising the games 2) Distribution platforms which are essentially
online marketplaces to sell and buy games 3) Hardware companies such as
game console and gaming gear manufacturers and 4) Software developers
who produced programs that are used to develop games.

For game distribution platforms and hardware companies, the market is
dominated by large players such as Microsoft, Sony, Nintendo, and Steam.
Therefore, it very difficult for new players to enter the playing field. In a
similar manner, there are also big players such Unity, Epic, and Nvidia (PhysX
System) leading the market of software developers and game developers.
These business activities also require high technological skills of programing,
making it very challenging for new players to take market share.

The gaming market is fragmented as it encompasses a variety of different
niches and sub-genres. As a result, this presents an ample opportunity for
new game developers, including those Thai indie game developers who
have successfully marked their places and put their names on the global
map within the gaming industry.
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In section 3, EIC will present marketing and advertising opportunities
for brands that wish to participate in the gaming ecosystem. These
great potentials are supported by the high growth rate of games players
together with the variety of gaming demographics which, encompassing
people of any ages, sexes, income brackets and life stages. Brands
can directly interact with their audiences in an engaging format through
games, helping them to create greater brand awareness. These are
major advantages that the ecosystem of in-game advertising has over
the traditional media format:

e Gaming is a form of entertainment media with high audience
engagement and interaction.

e Brands can understand consumer differentiation through game
genre, allowing them to better target their prospective customers.

e In-game advertising or gaming video content can be measurable,
as metrics in digital marketing provide greater ability to trace as
compared to most forms of traditional marketing.

Brands can also rollout their marketing campaigns with streamers or
become a sponsor for e-Sports tournaments. Additionally, Businesses
may choose to do online-to-offline marketing (020 marketing) strategy
through games by giving away in-game coupons which can be redeemed
at the offline stores. Similarly, offline stores can also sell or give away
in-game items to their customers.

. Gaming industry

Gaming is one of the fastest growing industries
as the industry’s revenue continues to expand,
thanks to the rise of player numbers, technological
innovations, and new business models. This is
in contrary to other traditional businesses where
their business practices have been disrupted by
technological advancement. Moreover, games
have distinctive abilities to attract and keep
players in the gaming ecosystem as compared
to those of social media platforms. It is because
most popular digital activities including chatting,
music sharing, online shopping, or e-learning
can all be taken place through games. This
means that the gaming ecosystem has a great
potential to grow larger and broader in the future.
Therefore, it is important that we keep our eyes
on the developments, changes, and opportunities
in the gaming industry.

Go to contents > I.=
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The global number of gamers** expanded to 2.7 billion

in 2020 and should reach nearly 3.1 billion in 2023. The number
of smartphone gamers should reach 2.5 billion, equivalent to
one-third of the world population.

Unit: billion persons

Tl

2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F

The gaming industry revenue is valued
approximately at USD 146 billion, equivalent
to 3 times the revenue earned from the
global Box Office in 2019.

Smartphone games

Given the high penetration to gamers of

all genders and ages and the no-additional

investment for gaming gear and accessories,

smartphone games help contributed to the

sky-rocketing growth of the gaming industry.

27 million 20 . Furthermore, the free-to-play business model
RE 7%YoY allows gamers to download and play games

The number of The growth rate of the global free of charge, the lack of upfront cost has

Thai gamers in 2020 | number of gamers in 2020 attracted a considerable number of new gamers.

1 1 OO USD | With the introduction of new technology
million* & to the gaming industry, gamers continue
Revenue of the global e-Sports industry in 2020™* 12 &y & MoRe [MTEe ael Sreeelis

where the value of the rewards from competitions gaming experience attracting even more

increases every year gamers.

Cloud
Gaming

Revenue comparison by industry
Unit: Billion USD

AR

Remarks : *Data from Newzoo, PwC, and Grandview Research **Data from Newzoo
Source : EIC analysis based on data from Newzoo
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E Games are a place to hangout
AM that is open 24 hours.

Friend invitation is a positive feedback
loop that use network effects to boosts
the number of players which in turn

attracts more businesses to the gaming
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ecosystem.

During the COVID-19 outbreak

e

Hpart from more time spent playing games, ESports |:Sports
watch time for gaming-related videos grew helps attract increases gamer
considerably as well. new gamers engagement
Number of global viewers on Twitch* Popular videos include According to a survey e-Sport viewers that
Unit: Million persons from Activate Consulting** watch gaming videos
T ekaa &) eSports watth garming vabod)d S ot e

=1 competitions
2lel Di d | thei
. iscover an mprove their
Vldec-) game understand new games . gaming skills
tutorial
2019 i
Video game 28° Decide whether to
. 4l purchase the games
0 live stream

Jan Jul Dec

Enjoy watching
the game plays

Remarks: * Monthly average from Twitchtracker / ** Data from Activate Consulting with 4,003 survey respondents in the US, data as of 2020
Source: EIC analysis based on data from Twitter, Twitchtracker, and Activate Consulting
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. Gaming industry

Play, Watch, Cheer, and Share :
Growth of the Technology-Driven

Gaming Industry

The video game industry has consistently grown through new device,
technologies, and content. In the early years, gaming started with first-
generation, mega-sized arcade game machines that only supported single
short duration games. Later, home gaming became available through the
launch of game consoles offering a wider variety of games, especially
portable game consoles like Game Boy that could be played anywhere.
As personal computers (PCs) became increasingly popular for home use,
more games catering to those machines were developed. The widespread
presence of smartphones also prompted rapidly growing numbers of
smartphone-compatible games. Technology is inevitably the core driving
factor that allows the gaming industry to continually develop innovative
games. Examples include the development of Nintendo Wii (2006) that
used sensors embedded in the game console to allow the player’s
in-game character to mirror their actual physical movements. This led
technology-enabled players to become more engaged with Nintendo’s
family-oriented style games. Another example was Pokemon Go (2016),
which used augmented reality (AR) technology to overlay the players’
physical location with digital imagery so that players could travel to
actual locations and search for new Pokemon characters to complete
their collections. Currently, several different companies are developing
hardware and software for virtual reality (VR) games. These games
enable more realistic gaming experiences as players interact with the
environment within the game as if they were actually in the game. The
growing popularity of VR games has led to the gaming industry becoming
a major driving factor in VR technology development.

Go to contents > I.=

The gaming industry is also a major driving
force triggering the development of various
technologies, many of which are also used
in other industries. Notable technologies
include the afore-mentioned VR technology
and Graphics Processing Units (GPUs) for 3D
graphics processing. More powerful GPUs have
been developed to keep up with the trend of
higher quality and more realistic videos and
graphics. Currently, GPUs are a key component
in machine learning. On the software side,
development of game engines has also been
beneficial for movies, commercials, and the
design industry. Recently, Epic Games’ game
development software ‘The Unreal Engine’
was even used to create the interface for the
control screens in General Motors Hummer
EV cars. Many large technology firms have
recognized the importance of the gaming
industry and decided to invest in various
gaming-related technology platforms, including
game development platforms and streaming
platformsas well as gaming hardware.
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over
290,

of smartphone games
are Free-to-play

These casual games
have become a new
form of entertainment
that players opt for
during idle time

‘ Gaming industry

Over the past 10 years the software industry has grown immensely
with the introduction of smartphone games, as these games can reach
consumers of all genders and ages. The rise in smartphone gaming was
prompted by the growing number of consumers with smartphones who
can now access these games without the need to invest in dedicated
consoles or accessories. Moreover, over 90% of smartphone games are
free-to-play, meaning that players can download a game and play at no
cost. This kind of offer attracts a significant number of new gamers as
they do not have to pay in order to try out games. Furthermore, many
smartphone games are designed to appeal to players who have never
played games before, including casual games like Angry Birds and Candy
Crush that feature simple rules and colorful graphics. This type of game
attracts a wider range of consumer groups, including older demographic
and women. The examples mentioned indicate that the gaming industry
can create a new player base without the need to adhere to the
technologies and styles of games in the past, such as requirements for
quality graphics, for players to learn how to build skills and pass levels,
or the need to spend a lot of time focusing on gameplay. These casual
games have become a new form of entertainment that players opt for
during idle time, such as while queuing or during commute. Data from
Newzoo indicates that 49% of gaming industry revenue currently comes
from smartphones and tablet offerings.

Furthermore, gaming industry today utilize cross-platform®
technologies to incrase the number of players and developers in their
ecosystems and develop business models based on marketplace
revenue-sharing model, as well as recurring income based on
memberships. The present gaming business model differs from past
models in that games formerly relied primarily on revenue from game and
console sales. In the past, one main hurdle for game adoption was player
hardware. For example, games developed for Sony PlayStation hardware
could not be played on third-party hardware such as the Xbox, while
games developed for PCs could not be played on consoles. Players thus

3
An operating system that can run on multiple platforms

Go to contents > I.=

had a limited choice of games to choose from
due to the dedicated hardware requirements.
However, now one game can be played on
multiple platforms, including consoles, PCs, or
smartphones. Popular games can therefore build
larger player bases, especially from smartphone
gamers. Meanwhile, small game developers can
reach wider audiences. Apart from multi-platform
games, some games even offer a cross-platform
experience, meaning that players with any
type of device can play the same game. For
example, Xbox players can compete with players
on PlayStations and PCs. More importantly,
hardware vendors, including PlayStation, Xbox,
and Nintendo have established their own game
distribution platforms that act as marketplaces
for offering both self-developed games and
games from other developers. These platforms
allow game developers to conveniently market
their games and also help platform owners
increase the variety of offerings. To list games on
these platforms game developers have to agree
to a revenue sharing business model for sharing
some of the revenue with the platform owner
(most smartphone games are bought via the
Apple App Store and Google Play Store, which
also collect a share of the revenue from game
developers). At present, those offering games
with distribution channels are creating additional
sources of recurring revenue by selling monthly
memberships as well.
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Figure 4: Gaming Industry Ecosystem
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Source: EIC analysis

SCB

- L] | . .
. L Go to contents > []"F Economic Intelligence Center



Ecosystem of the
Gaming Industry

The gaming industry serves a diverse and growing number
of players as it expands to include new activities or becomes
involved with other sectors. The main activities of the gaming
industry include game development, publishing, and distribution.
Key stakeholders include game developers, game publishers,
console hardware developers, and software providers.

For a more thorough understanding of the gaming industry, this
Box will explain the roles of the main stakeholders driving game
development, marketing, and distribution via examples of three
hit games.
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Halo Infinite / Image : microsoft.com

Xbox Game Studios hired 343 Industries to develop Halo Infinite,
the newest title of the Halo franchise which is due for release in
2021. As Xbox console manufacturer, Microsoft, holds exclusive
rights to Halo Infinite, the game will be sold exclusively on Xbox
consoles. Players who want to play the game will thus have to
have an Xbox (most game owners will also develop PC or mo-
bile versions of similar games, though those versions are often

Distr released months after the initial release on consoles). Xbox uses
Platform this strategy to incentivize players to purchase an Xbox to main-

X tain the player base in its ecosystem (Microsoft revealing that it
Gam
/X

sold Xbox Series X and Series S consoles at prices lower than
production costs). Moreover, in many cases, the game developer
and game distributor might be the same entity, such as in the
case of Animal Crossing developed by Nintendo and the exclusive
content of Nintendo Switch.

4
Exclusive rights agreement
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ROV / Image : rov.in.th

Honor of Kings/ Arena of Valor/ ROV: Use of game publishers

to expand into new markets

The Honor of Kings smartphone game was developed by TiMi

Studios, a subsidiary of Tencent Games, and distributed by Ten-
cent Games in China. However, as the game expanded outside of
China it was marketed under the name Arena of Valor or Realm
of Valor (ROV). Tencent Games gave publishing rights to Garena
in Southeast Asia and Taiwan, Netmarble in South Korea, and
DeNA in Japan. To tap into new and unfamiliar markets, game
owners may opt for a strategic partnership model, as having
market-savvy partners will assist games in effectively reaching
gamers in different countries and increase awareness of the game.
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Fornite / Image : epicgames.com

Fortnite: Software ecosystem development

Fortnite is an online game developed by Epic Games that can
be played on any platform. Epic Games saw an opportunity
to sell licenses for the use of its self-developed Unreal Engine
software to other game companies to generate additional software
service revenue. This is because game developers require the
use of a variety of different software during the process of game
development, such as game engine, software for 2D and 3D
graphics, software to produce songs or sound effects for games,
or software for data analytics. The quality of the game in areas
such as graphics, game complexity, and the number of supported
players depend on the software that the developer chooses to
use. Software providers therefore play a major role in game
development and are considered one of the key stakeholders in
the gaming industry.
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Online gaming is thus
comparable to an
always-on and always
changing digital
theme park where
players hang out

‘ Gaming industry

The free-to-play business model is widely used, replacing the
traditional game selling business model. Currently game developers
can use data analytics to analyze player data to find ways to increase or
generate new revenue. For example, game developers can analyze players’
advertisement viewing data to offer future advertisements that are more
relevant to their interests, in addition to offering in-game merchandise
and content to increase in-app purchases. Other examples include
analyzing gameplay data to find ways to increase player engagement
and playing duration, as well as using data from other games available
on the market to analyze trending game genres in order to use such
insights to develop new games.

The current gaming business model is thus more dependent on
player engagement rather than on the number of games sold. Popular
games today leverage the use of social interactions to allow players
to participate in activities and build relationships. In these games
players can invite their friends to collaborate, or even make new friends.
These games are usually created with no clear ending so that the game
can be replayed indefinitely and will require player communication to
achieve their desired outcomes. Examples of such games include Players
Unknown Battle Ground (PUBG) and Fortnite, which are survival or battle
royale games. In these games players go on explorations to find weapon
and equipment to help their character survive while trying to defeat other
players. The last surviving player, among the maximum of 100 competing
players, wins. Games, such as Dead by Daylight or Identity V opt for
player communication to foster team victory. Gameplay requires a team
of four players to repair generators or decode machines and unlock
doors to escape before more than half of the team are captured and or

Go to contents > I.=

killed by villains. Among Us is another trending
example. This game includes 4-10 players on
a spaceship with a mission to expose players
who are aliens in disguise. Players assigned the
alien role must try to sabotage the mission and
eliminate the other players. Meanwhile, other
non-alien players will have to work together to
figure out which players are the disguised aliens
and vote them out of the spaceship. This type of
gameplay can be repeated endlessly since each
round will always be different. Furthermore, game
developers can continually engage players by
frequently updating new features and expanding
in-game “playing areas” infinitely. For example,
Fortnite changes the in-game map every 3-4
months, and in 2020, the game also partnered
with Marvel to introduce characters such as
Iron Man, Thor, and Wolverine. Online gaming
is thus comparable to an always-on and
always changing digital theme park where
players hang out.
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Games can use existing players and existing engagement to foster
network effects and expand their ecosystem. Network effects occur
when more parties are drawn in from a growing player base, an important
aspect of the platform service business. Network effects can be classified
according to acquisition type. For the direct network effect or acquisition
of new players, the effect occurs when a player invites friends to join
the game, while for indirect network effects, the effect occurs when new
service providers enter the ecosystem, such as third-party developers
creating in-game content and items. Examples of companies that benefit
from network effects include Facebook, which attracts app developers to
create new features on its platform, and Airbnb that creates a network
effect of hosts and tourists. Furthermore, games act as a social network
platform attracting advertisers from their existing customer base as
well as the game owner’s ability to specify player profiles for targeted
advertising. The gaming industry has also expanded to incorporate other
types of entertainment. An example is Travis Scott’s in-game concert
in Fortnite that attracted more than 12 million live viewers worldwide.
Other examples include collaboration with world-class singers, such
as Metallica and Imagine Dragons to produce special songs for major
eSports competitions, including the 2017 Counter-Strike ELEAGUE Major
tournament and the 2014 League of Legends World Championship. More
interestingly, game developers are also expanding their business models to
incorporate record label businesses. Riot Games, the developer of League
of Legends (LoL), for example, debuted a group of artists called K/DA,
a virtual reality idol group. This group of artists leveraging the trending
K-pop movement to target audiences from around the world. The band’s
most popular song is POP/STARs, which reached No. 1 in Billboard’s
World Digital Song Sales chart in 2018. In addition to penetrating the

Gaming industry
2

music market, K/DA also serves as a marketing
tool for the game itself. Band member characters
were introduced in LoL for players to purchase
for approximately USD 10 each. The developer
also added additional K/DA skins (costumes) for
players to purchase and collect within the game.
The examples mentioned provide evidence
that the gaming industry has become a
part of consumer lifestyles and spending
that go beyond normal gaming. Technology
and innovation will continue to create new
channels for developers to reach consumers
and promote revenue generation within the
gaming ecosystem.

Go to contents > I.=
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Revenue generated
from eSports in 2020

1100

Million / USD

eSports is therefore
another channel game
owner, such as game
developers/ publishers,
can earn revenue from

‘ Gaming industry

Apart from playing games, gamers also enjoy watching game-related
content. A Google survey revealed that 48% of the respondents who
watched gaming videos on Youtube spent more time watching games
rather than playing®. This could be because many players watch gaming
content for entertainment, as well as to seek tips and tricks to pass
levels or beat other players, especially when the players encounter
difficult levels or superior players. Nowadays, players increasingly turn
to acquiring new gaming tactics by watching other player's gameplay or
watching tournament content.

Some of the most popular video content includes 1) E-sports competitions,
or video game competitions that offer tournaments from various types
of players from amateur, semi-professionals, to professionals; 2) Game
tutorials that explain how to play a game, including tips and tricks, and;
3) Video game live streaming that feature live streaming of gameplay
broadcast on various streaming platforms.

The eSports ecosystem is enjoying rapid growth. Newzoo forecasts that
the revenue generated from eSports in 2020 should reach approximately
USD 1,100 million® globally, representing a growth of as much as 15.7%
from 2019. eSport competitions usually start small and then gradually
grow the size of their audiences. Once audience sizes reach a sufficient
amount, the game developer/ game publisher will organize a formal
competition that will eventually mature into a professional eSports
competition. Such eSports tournaments increase the gaming industry’s
ecosystem beyond the activities of game development and distribution,
and open opportunities for new players to join the industry, including
competition organizers and eSports clubs. Furthermore, the events also
bring the essence of online games to the offline world, with competitions
offering tickets for audiences to watch the matches at the event.

Data from Google/ Ipsos Connect with 4,917 respondents

eSports is therefore another channel game
owner, such as game developers/ publishers,
can earn revenue from. Apart from organizing
competitions, game owners can sell licenses
to competition organizers to host tournaments
or leagues and share revenue from the events.
Examples of revenue streams that could be
enjoyed through eSports competitions include
income from online and offline advertisements,
royalties from live broadcasts, sales of admission
tickets, and sales of eSports competition-related
merchandise.

In this article, eSports refer to professional competition in the form of tournaments or leagues with clear objectives or prizes offered,

such as winning a championship or receiving monetary rewards.

Go to contents > I.=
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Figure 5: eSports ecosystem

l

Both game developer and game publisher
can organize an eSports event
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Source: EIC analysis
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eSports act as an important mechanism enabling a positive feedback
loop for games and the gaming industry, as they can attract new players
and increase existing players’ engagement. A survey asking respondents
the reasons for watching eSports in the US’ found that 35% of eSports
viewers watch eSports to improve their gameplay and 34% watch to
see how to play and to discover tricks for particular games. The findings
indicate that professional competitions could act as an alternative channel
for companies to engage with audiences, in addition to influencing gamers
to play regularly. eSports can thus generate ongoing revenue for individual
games. Additionally, the survey found that 32% of eSports viewers watch
to discover or understand new games, of which 28% watch eSports to
help them decide whether to buy the games or not.

The COVID-19 outbreak heightened the popularity of gaming as
well as videos with gaming content. Lockdown and social distancing
measures encouraged people to stay at home. Many of those locked in
at home became more interested in gaming and spent more time playing
as a substitute for other types of entertainment. During the lockdown,

A survey from Activate Consulting with 4,003 respondents

Gaming industry
=

the number of global players active on PC game
servicing platform Steam rose to 24-25 million
between March and May. This was a drastic
increase from 19 million players in February
and 17 million players during the same period
the previous year (March-May 2019). More
interestingly, the 24-25 million active players
marked an all-time high. Although the number of
players dropped slightly after lockdown easing
in June, numbers were still higher than prior to
the lockdown. Soon after, the number of players
grew once again in October as returning waves
of the COVID-19 outbreak prompted some
countries to reimpose strict lockdown measures.
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Number of Twitch
viewers increased

i 2 %YOY

during lockdown period
(March - May 2020)

The number of players

grew once again in October
as returning waves of the
COVID-19 outbreak prompted
some countries to reimpose
strict lockdown measures.
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Figure 6: During the COVID-19 outbreak, strict lockdown measures increased the number of players and viewers of gaming-related
content. Although the number of players dropped slightly after easting of lockdown, it was still higher than prior to the lockdown.
The numbers increased again as lockdown measures were re-imposed in various countries.

Global Steam users Global Twitch viewers
Unit: million persons Unit: million persons
30 | 3.0
= 2020
o - 2019
pm— ~—
U — 2.0 i
/}
— —
10 1.0
0 : 0
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Remarks: Monthly average
Source: EIC analysis based on data from Steamdb and Twitchtracker

During the COVID-19 pandemic, in addition to growing game playtime, more time was also spent watching videos related

— — to games. Twitch, a platform for video streaming and video gaming content, revealed that its number of global viewers
- = = reached 2.2 million during the lockdown in March to May, increasing from 1.4 million in February and 1.3 million during
y ) ™ the respective period the previous year (March—May 2019), equivalent to a 72%YOY increase. For broadcast of Thai
-_— -_— content, the average number of viewers in April 2020 was around 14,000 viewers per day, a rate that almost doubled the
average during December 2019-March 2020, which was 8,000 per day. Meanwhile, during mid-April 2020 the number of

O viewers peaked at approximately 23,000 per day. These figures correspond to the periods of strict national lockdowns, in

addition to important matches of famous game competitions, such as the ESL Thailand Championship and the League
of Legends Master Series.
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The gaming lockdown boom drastically increased several companies’ earnings. Nintendo, for example, launched Animal Crossing: New Horizon
during late March when strict lockdowns were imposed throughout the world. The game became extremely successful given the launch date, the
ease of play, and the embedded interactive features that serve as a social space for players to interact and participate during the quarantine period.
For those reasons approximately 10.6 million copies of Animal Crossing were sold within the first 3 months of release, breaking the company’s
all-time-high software game sales record. The company’s previous record was for Mario Kart 8 Deluxe, which sold only 2 million copies. More
importantly, Animal Crossing is available exclusively on Nintendo Switch, which means that the game can only be played on Nintendo Switch
consoles. This increase sales of the Nintendo Switch console to 800,000 during the first week of the lockdown, up from around 200,000 during
the previous week. From April to June total console sales were calculated at 5.7 million, increasing from 2.1 million during the same period in the
prior year, representing a 167%YOY increase. These results increased Nintendo’s share price from JPY 41,110 in April to JPY 61,300 in September,
representing a 50% increase and a 12-year high rate following the 243% increase in net profit during April to September 2020 (Fiscal Year 2021/
Q1-Q2) compared to the same period in 2019.

Figure 7 : Nintendo Switch and Animal Crossing were extremely popular during the lockdown, prompting high
sales growth for Nintendo.

Google search for Nintendo Switch and Animal Crossing Nintendo Switch console and game sales
Unit: Google Trends Index Unit: ten thousand units
100

e Nintendo Switch: (Worldwide)
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eeee Apimal Crossing: (Thailand)
50
2262
W
WV
568 480 686
0 274 328
Jan-20 Apr-20 Jul-20 Oct-20 Dec-20 Q1/19 Q1/20 Q2/19 Q2/20 Q3/19 Q3/20
Remarks: Monthly average . Console ™ Games

Source : EIC analysis based on data from Nintendo and Google

SCB

L Ll | . .
. R Go to contents > [|*g Economic Intelligence Center



T’Iay, Watch, Cheer, and Share : Growth of the Technology-Driven Gaming Industry

the number of active
Garena users increased
to approximately

500..

Garena, a subsidiary of Sea Group, also witnessed soaring sales from game developer and game publisher growth.
Smartphone games offered by Garena include ROV and Free Fire. During the lockdown, the number of active Garena
users increased to approximately 500 million, a 61%YQY increase over the same quarter during the prior year. Growth was
driven by the increase in number of players, especially from the Free Fire game that Garena developed and published in
Latin America and Southeast Asia. The growing number of players also reflected the parent company’s earning, accounting
for nearly 40% of its revenue from Sea Group-related content. Reported income improved to USD 716 million, increasing
Sea Group’s total income, including other businesses, such as e-commerce and digital financial services, to USD 1,287

40% of its revenue from
Sea Group-related content.
Reported income improved to

; 1 6 Millon / USD
(2020/Q2)

million in 2020, doubling the USD 665 million earned during the same quarter in the prior year.

In the next two chapters, EIC will introduce two important aspects in Thailand’s gaming industry. Chapter 2 will address
game development and opportunities for Thai game developers in the context of the current gaming ecosystem and
business model. Chapter 3 will present opportunities for brands to reach gamers through game-related advertising and

sponsorships.

‘ Gaming industry
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#devlog
Introducing Game Developers

Figure 8 : Thai Indie game developer,

Game developers can be divided into two main categories, namely AAA game developers Yggdrasil Group, successfully launched
and Indie game developers. AAA games often requires realistic graphics and lengthy playtimes, Home Sweet Home with earnings of over
so AAA game developers usually involve large teams and sizable budgets. For example, several THB 30 million per episode will soon be
games in the Final Fantasy series require more than 30 hours of playtime before player conquests. releasing its latest episode - Home Sweet

The funding to produce such games mostly come from publishers’ development budgets or
gaming companies’ investment and marketing budgets. On the flipside, Indie game developers
often have significantly lower budgets and smaller teams, sometimes comprising only one game
developer. Regarding funding, Indie developers may use their own funds to develop games or
raise funds from crowdfunding platforms such as Indiegogo. Currently many Indie games in the
market have proven successful and surpassed their break-even points without the need for sizable
development and marketing budgets. However, the number of players and revenue gained from
Indie games will naturally be lower than AAA games.

Home: Survive.

In Thailand some game developers alsoprovide outsourced work for other large game
developers, generating additional revenue from graphics or production house services. This
type of work includes, for example, partial graphics work for characters in AAA games like Final
Fantasy. Other developers may solely focus on their own game production. One outstanding
and well-known Thai game is Home Sweet Home, a two-episode horror adventure game. The
game is a huge international success, with earnings of at least THB 30 million per episode. Other
successful Thai games include ARAYA — a horror game from the MAD Virtual Reality Studio, Dual
Gear — a tactical turn-based robot combat game from Orbital Speed Studio, and Project Nimbus
— a high-speed action game from GameCrafterTeam.

Home Sweet Home / Image : YGGDRAZIL Group company limited
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BUY

— =\
=

Game developers

can generate income
from selling in-game
environments to brands
for advertisements

Gaming industry
=

According to interviews with Thai developers and stakeholders in
the industry, the main obstacle the game development business
faces lies in human resources. A wide variety of technical skills are
required during the process of game development, such as programming,
professional graphics design, and animation. As video games are relatively
more complex in comparison to other types of entertainment, game
development requires a larger pool of talented staff with specialized
technical skills. A straightforward example of the technical complexity
within game development is that games need to be precisely programmed
and processed so that the characters and elements within the game will
move or interact according to input from player devices such as keyboard,
controllers, mouse, or motion sensors in order for the game to progress
according to the designed storyline. Furthermore, the technologies and
tools used in the industry are changing rapidly, including new software
and tools for game development, management technologies for in-game
advertising, and cloud technologies for multiplayer games. The talent pool
with the requisite programming skills and software technology expertise
is already scarce. Recruiting staff with technical expertise is therefore
a challenging task for game developers, especially finding people who
understand the gaming industry and the nature of the games. Apart from
the afore-mentioned qualities, game developers who can complete tasks
within specified timelines and budgets are preferred recruits.

Go to contents > I.=

Business models for each game may differ
depending on the game type and design. For
example, some games are designed for single
play, such as mystery-solving and interactive
story games, as the next play will not be as
interesting as the first play. Other models include
an ecosystem that attracts gamers to play longer
by allowing gamers to play for free. In this
model, developers generate income via in-game
purchases, including weapons, special abilities,
or skins. Players can choose to purchase
in-game items and clothing to create the desired
looks and personalities for their characters.
Game developers can earn on-going income
from players by constantly offering new items
that answer players’ demands. Furthermore,
game developers can generate income from
selling in-game environments to brands for
advertisements, such as ad integration with
in-game location, clothing, and product
placement.
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To create games, developers also have to consider technical challenges
and associated servicing costs. For example, building a Massive
Multiplayer Online (MMO)® game is a particularly difficult task compared
to the development of single-player games, as developers cannot predict
all the possible interactions between all the players in a game. Thus,
MMO games take longer to develop and face higher risks from bugs
or glitches in comparison to single-player games, as in single-player
games players will often play according to the designed flow of the
game. Furthermore, with MMO games operation developers face costs
associated with server management to allow a large number of players
to play seamlessly. Thus, MMO games may not be the best model for
new game developers or small developers.

The business model for each game should be established in tandem
with the development of the game from the start. Throughout the game
development period, game design documents will be correspondingly
recorded and collected as information for assessing the game’s
development risk, as well as for planning resource management in
various areas. These documents can be used as part of the game’s
pitch to investors or large gaming companies. Regarding game developer
personnel, the position of project manager is vital. The project manager’s
role is to drive games to the market. The position requires understanding
attractive game design and technical knowledge and to know what can
and cannot be developed based on budget and resources constraints.
Furthermore, the project manager will also supervise the overall picture
of the game development process according to the game design and
set timelines. The game producer position plays another notable role
in the company. The position’s role includes financial management and
planning, understanding both the technical aspects of game creation
and business administration, and negotiations to seek funding. According
to our interviews with Thai developers, these qualified individuals are
extremely scarce in Thailand.

8
Online games with a large number of game players

Gaming industry
3
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User Generated
Content, from
gamers to developers

The gaming business today is becoming more integrated eco-
system that allows players to purchase and trade in-game items.
Various game developers have begun to open up opportunities
for gamers to produce user-generated content (UGC) on their
platforms, such as creating items for sale in their marketplace,
creating new realms in the game for others to join, or even de-
veloping new games.
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At present, gamers not only want to play games, but also want to be
involved in game creation, making the UGC business model increasingly
attractive. The UGC platform that people are most familiar with is YouTube,
which earned over USD 5 billion in Q3-2020. Most of Youtube’s revenue comes
from ads sales. By way of comparison, the original content business model
from Netflix generated over USD 6.4 billion from subscribers. In the gaming
industry, Minecraft and Roblox are two examples of players that have opted
for the UGC business model. Minecraft is a 3D sandbox game with no clear
objectives, so gamers have the freedom to choose how they play the game.
The graphics in the game are like Lego blocks, and the blocks allow players
to craft their own in-game world. Players can choose to enjoy different modes
in the game, such as harvesting natural resources and building buildings to
survive (survival mode) or use an unlimited number of resources to create the
Minecraft / Image : microsoft.com player’s perfect world (creative mode). Furthermore, players can invite friends
to jointly create new worlds within the game, such as building a fantasy world
based on the Lord of the Rings book or creating a future city. When players

Minecraft is one of the world’s finish constructing their creations, they can list the worlds they created on the

. - Minecraft Marketplace, and Minecraft will give a share of any revenue generated
best Selllng games, with over to the creator. In August 2020, Minecraft had over 126 million monthly active

% users, and the game is one of the world’s best-selling games, with over 200

million copies sold.
Million

SCB

L L] . .
|3I pamee sty Go to contents > [J"g Economic Intelligence Center



Roblox is a USG 3D platform with over 150 million monthly active users, of
which approximately one-third are under 16 years old in the United States.
Roblox does not have any self-developed games but provides players with
tools to create games and items that can be sold on its platform for a share
of revenue instead. As of February 2020, more than 2 million developers have
used Roblox to create over 50 million games. Most of the developers are also
players who enjoyed Roblox before. The age of the developers on this platform
is relatively young. Users who have successfully created games on the platform
include Anne Shoemaker, a 20-year-old game developer who earned nearly
USD 500,000 from Roblox during March to August in 2020, and Alex Balfanz,
a 21-year-old developer and owner of Jailbreak, played over 4 billion times on
Roblox and generating millions of dollars annually. In 2020, Roblox is estimated
to pay contributing developers a total of over USD 250 million.

[13 bH
Successful UGC business model implementations are blurring the Currently SeiUCEgclic not only consum.ers
boundaries between gamers and developers. Those who are creative of content but also prefer to create their own

will therefore have increasing opportunities to generate gaming-related content using gaming platforms that allow

income. No single game developer can create over 5 million games on their . . . .
: , players to transform their imaginations into
own. Even Apple cannot create a diverse range of great quality apps as well

as the group of developers in the iOS ecosystem. Currently gamers are not in-game creations that can be shared with
only “consumers” of content but also prefer to create their own content, using friends and players throughout the world.
gaming platforms that allow players to transform their imaginations into in-game

creations that can be shared with friends and players throughout the world.

Furthermore, these UGC-based digital theme parks can be expanded and

updated indefinitely as long as players continue to generate creative content

and share their experiences.
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At the moment games can be released to the market in increasingly varying forms. Game publishers play an important role in bringing games
to the market, including providing funding to developers and setting the direction for game development. On the other hand, game developers
may also sell publishing rights in particular markets to publishers. In these types of deals publishers have to pay license fees and provide revenue
sharing to developers according to their agreements. Examples of game publishers in Thailand include Asiasoft, a company that brought Ragnarok
Online’, Tales Runner, and Flyff to the Thai market, and Garena, which bought the popular Arena of Valor (ROV) game to the market. However, the
boundary between game developer and publisher is blurring. For example, Garena recently developed Free Fire, a battle royale game, to service
players in Southeast Asia, South America, and the Middle East. In the meantime, game developers have become publishers as well. Tencent Thailand,
for example, is the publisher of the mobile version of PUBG in Thailand. Furthermore, now developers can offer games on PC trading platforms
directly, such as on the Steam platform through Steam Direct for fees as little as USD 100, thus easing market listing restrictions, especially for
Indie game developers.

Figure 9 : The number of games on the Steam platform increased following the

oy~ platform’s allowing developers to directly list games on the platform.
Number of games Steam platform
Unit: game
10,123
8,220 8.290
7.049
4,496
2,781
o5
50 65 119 126 175 262 284 305 387 497
2005 2010 2015 2020

Source: EIC analysis based on data from Steamspy

The service provider of Ragnarok Online during 2002-2016. Currently, Gravity is the service provider.
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The fierce competition in the gaming industry increases the importance of
marketing in promoting awareness and penetration. Marketing for each country
needs to be localized to cater to the different demands of the players in the market.
Localization activities include translating gaming content into the local language and
adding elements or environments are in the local context. Marketing strategies chosen
to target each market could include influencer marketing. Influencers with direct access
to gamers are game streamers, hence hiring streamers to play and promote a game
is beneficial. Heartrocker, for example, is a famous streamer in Thailand with a high
number of followers. As such, the games he streams will quickly gain players. The
use of game influencers is a popular marketing strategy developers use to promote
and communicate directly to the right audience groups. Furthermore, developers can
also hire non-game influencers to reach potential customers, such as in the case of
Yggdrasil hiring Japanese celebrities to dub the Home Sweet Home game in order to
appeal to the Japanese market.

EIC sees Indie game developers having the potential to create successful games
that attract gamers’ attention. Even though large gaming companies continually launch
AAA games that reach the most gamers, the gaming market is still fragmented due to
the wide range of gaming interests. This market structure serves as an opportunity for
Indie game developers to penetrate the market by relying on creativity to design games
that appeal to consumers. Furthermore, the growing number of game development
tools offered should ease development tasks dramatically, even enabling developers
to single-handedly create a game. Interesting development tools include Unity from
Unity Technologies and Unreal Engine from Epic Games, both of which offer game
engine services to small developers to use for free. Unity starts to collect software fees
when users generate revenue of more than USD 100,000, and Unreal begins to collect
royalties when a game generates revenue of over USD 1 million. Apart from tools, the
gaming community also serves as a great resource, as fellow gamers continually share
useful tips and tricks as well as codes for game development. Therefore, developers
with creative ideas can easily design innovative and successful games. %

Gaming industry Go to contents > "=
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Unreal Engine Software / Image : unrealengine.com
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are a medium that advertisers
should not overlook

from the continual growth of the number of gamers and
viewers of gaming content, in addition to the variety of
gamer profiles. Moreover, games are increasingly
embedded into customer’s lifestyle.
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on gaming platforms.

@

3 channels
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and advertising
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ecosystem

Source : EIC analysis

Advantages of games advertising
compared to traditional media
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Advertising in the
game platform

Wide range of venues
and tactics for advertisers
to utilize, applicable for
both online and offline
advertising.

High engagement and high
interaction from players

Ability to target customers
based on game play behaviors
and game category

Highly analytics and quantitative
campaign result analysis

advertisers need to understand the nature

of the game and design campaigns that

relate to the game. Gamers dislike advertisements
that are unrelated to what they are playing
or watching. Advertisers should work
closely with people in the gaming industry
to design a campaign.

Collaborate with
game streamers

Celebritiesm of the
game industry.
Well-known personality
with high influence
on the gamers.
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To conduct game-related marketing, y‘
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Sponsor
e-Sports
Promote your brand
by sponsoring
competitions, teams,
or e-Sport competitions
with a strong fan base.
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3 reasons why brands
should consider advertising
In the gaming ecosystem

Growing numbers of gamers and gaming video content
viewers have excited interest in in-game advertising among
advertisers and brands seeking to attract wider audiences.
Gamers are varied in terms of age and gender, and include
children and teenagers, first jobbers, and those of working age.
In the past, brands which advertised through gaming content
were usually those that were generally considered to occupy
niches in the gaming world, selling specific groups of products
to specific target audiences. For example, providers of gaming
gear such as gaming mice, keyboards, gaming headsets, and
gaming chairs. However, currently all sorts of brand leaders,
selling products ranging from food and beverages to consumer
goods, are starting to realize the opportunities for connecting
with their customers through games and game-related media,
hoping to increase brand awareness and directly communicate
with their target audiences.
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High Engagement

Highly Targeted
Audience

Superior Data
Analytics

. Gaming industry

1. Gaming is the foremost form of entertainment with very high engagement and interaction compared to other
traditional media such as television, radio, and billboards. Gamers generally spend a large amount of time playing
games as they seek to achieve in-game missions, such as winning or moving up to the next level. In order to play
well, gamers must concentrate on in-game situations and the surrounding environment for a certain period of time,
leading to a higher degree of information awareness compared to other traditional media formats. This in turn gives
gaming an edge over other old-style advertisement platform such as billboards. Additionally, in-game advertising can
also be created in interactive formats, allowing players to directly interact and participate with advertisements during
their gaming sessions. As a result, with more brands getting involved in the gaming world, gamers can better recognize
and familiarize themselves with branded merchandise.

2. Game developers can detect differences in consumer behavior based on game genres. As a result, brands can
advertise their products to more targeted audiences compared to other media. This is because game develop-
ers and game providers have to understand what kind of games players enjoy. The game itself can be designed to
collect information about players’ playing behavior or preferences. The data can then be analyzed to enhance game
management as well as to maintain player retention rates. This statistical information is also essential in determining
the direction of new game development in the future, as game developers aim to create better gaming experiences
that fit gamers’ behaviors. For all these underlying reasons, gaming companies have player insights that enable them
to clearly identify specific behaviors and demands, allowing them to create tailored advertising plans targeting con-
sumers more effectively.

3. Advertising via gaming platforms or game-related video content can be highly measurable. The main metrics
of digital advertising are ad impressions (the number of times an ad is shown to a player) and ad engagement (such
as click-through rates leading to company website visits). Moreover, brands that adopt O20 marketing strategies can
also better set sales targets by using in-game coupons which can be redeemed at offline stores (online to offline) or
selling offline products that come together with in-game privileges (offline to online). These digital advertising indi-
cators have the competitive advantage of being a more efficient metric when compared to advertising on traditional
media platforms.

For game-related video content and video game streaming platforms, these digital platforms collect viewer statistics based
on the IP address of connected devices. As a result, they can tell whether or not viewers are watching videos until the
end of the clip. Insight regarding the statistical information of each video’s audience allocation can also be derived to
better understand where each view comes from. Advertisers will be able to know what percentage of viewers come from
existing followers of the channel or how many are from platform recommendations, as well as which videos capture the
most attention from viewers.
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There are three advertising channels available for brands that wish to roll
out their marketing campaigns in the gaming ecosystem:

1. In-game advertising
Inside games there are many areas where brands can conduct their advertising and marketing
campaigns. This can be divided into two groups as follows:

e Non-native in-game advertisements refers to in-game advertisements during non-playing
time. For example, it could be when players are entering the game, during downloading, en-
tering a new level, or after passing or finishing a level. These advertisements usually come
in the form of pop-up banners and video content. Moreover, brands can also reward players
by giving additional levels or in-game items in return for watching advertisements through
to the end. Another way that brands can enhance engagement between gamers and ads is
by creating interactive activities between both parties, known as gamification. For example,
French cosmetic brand Garnier uses the gamification concept for its in-game advertisements
promoting its brand via a mini-game window in Garena’s Battle Royale game Free Fire, The
interactive ad let gamers remove acne on a character’s face in exchange for in-game rewards.

e Native in-game advertisements refer to in-game advertisements that blend content into the
game environment (product placement) while players are playing the game. Players will see
the ads at various spots in the game, but this type of ad will be seamlessly integrated into
the game so that it does not interfere with the players’ gaming experience. Brands can place
logos and ads in the game’s layouts and locations as deemed appropriate. For example, Thai
beverage company Ichitan placed advertisements on in-game billboards in Free Fire. This is a
popular in-game location where players usually gather to hide from their enemies. As a result,
many players will recognize this billboard. Additionally, brands can create their own specific
in-game items such as skins (in-game outfits/costumes), weapons, health kits, and vehicles.
Some interesting examples would be the KFC “Colonel Sanders” mascot offered as a skin
for a RoV Character or a Carabao T-shirt and Carabao parachute pattern in PUBG MOBILE.
These outfits and items will remain with the player's character throughout an entire game.
This type of advertisement not only helps create an impression for the player who controls
that particular character but also attracts the attention of other players when they meet inside
the game and play together during a game session. On top of that, gamers generally have
good impression with brands if those branded in-game items can enhance or improve their
character’s skills.

. Gaming industry Go to contents > I.=

ROV / Image : Garena (Thailand)
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Gaming characters can also be used as brand presenters in the
offline world. Images of cars from Speed Drifters are being placed
on products of Sponsor sport drink and gaming characters of Seven
Knights on Mashita seaweed and Le Pan bakery products. Moreover,
brands can also boost sales by giving away in-game coupon redemption
codes to receive extra items and privileges after customers purchase
their products from offline stores. For example, Burger King gave away
coupon codes for ROV skins. The brand and the game can also roll
out a synergistic promotional campaign to capture attention from both
gamers and non-gamers. Free Fire joined hands with BEM to transform
an underground station to appear like an in-game environment by placing
game characters around the station and decorating the new station’s
mood and tone. This type of media style does very well in attracting
the attention of station visitors.

Understanding player’s in-game behaviors and game characteristics
is the key factor that will allow advertisers to create interesting
and engaging ads. From interviews with Thai gaming industry experts,
irrelevant in-game ads are unattractive and will be viewed as interference.
On the contrary, if the ads can seamlessly blend in with the game
environment they will receive greater attention from players. Moreover,
if players can earn rewards from watching or interacting with the ads
their focus will be kept until the ads end. However, this comes with the
condition that the rewards must be something that players desire to have
in order to be motivating. This in turn will enhance engagement between
players and the advertising content.

Go to contents > I.=

Therefore, when designing in-game advertising
brands should collaborate with gaming
industry experts that truly understand the
nature of the games. These specialists will
be able to comprehend player behaviors and
personalities. They will also know the capacity of
the game and can be creative in designing any
in-game features. Brands that wish to produce
native in-game advertisements can directly
engage with game developers/publishers such
as Garena or they can go through in-game
advertising platform providers such as HotPlay,
who can design and tailor games advertising
to fit brands’ business objectives. Or through
a consultant who can assist brands in creating
all-in-one solutions for marketing campaigns.
Additionally, brands wishing to create non-
native advertisements can choose to use
game advertising networks which can roll out
advertisements in multiple games at once.
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2. Marketing with gaming streamers

Brands can use gaming streamers as Internet influencers as these streamers have
many followers and are very influential. Many streamers are found among the most
subscribed Youtube channels, indicating that their popularity levels are equivalent to
those of celebrities. However, the fame of streamers is different from traditional celebri-
ties such as actors and singers made famous by their movies or music. Streamers are
distinguished by their skill at playing games or their ability to entertain their specific
audience group through games.

! Gaming industry
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Figure 10: There is a variety of game-related content
among the the top ranked Youtubers in Thailand
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High levels of engagement between streamers and viewers is a
unique and interesting characteristic for this type of media. Part
of the reason is due to the number of hours viewers spend watching
streaming video or game-related content video. Watching and cheering a
streamer able to complete stages or defeat their in-game enemies makes
audiences feel as if they are part of the game mission. Moreover, viewers
can communicate with streamers and other viewers via live chat during
streaming sessions. This form of communication is one of the factors
that differentiates streamers from traditional celebrities, given that it is
much harder to reach and directly talk with singers and actors while they
are performing. As a result, direct interactions between streamers and
viewers creates a close bond between them. Chatting and communicating
in live streaming helps create a kind of community, uniting people with
shared interests. Hence, streaming can be used as an intermediary to
help create closer bonds between brands and gamers.

Most streamers create their content by live streaming themselves
playing games and posting the recorded video clips. There are several
rooms and opportunities for brands to create their marketing campaigns
and advertise their products through streamers. Examples include product
placement near streamers, product reviews by streamers, streamers
advertising products before the start of streaming sessions or video
clips, or streamers mentioning advertising slogans during streaming.
Given the fact that game streaming is a form of digital media platform
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there are several quantitative metrics that can
help advertisers evaluate marketing performance,
such as viewer numbers, engagement levels, and
interaction. Nevertheless, it is also important that
brands learn how to develop creative content
that is relevant to the nature of the game. An
understanding of target audiences will increase
viewer engagement.

Brands can also use streamers as commercial
presenters or campaign promoters, similar
to the way they use the services of traditional
celebrities. For example, Zbing Z., a famous
game caster whose fan base is full of young
followers, was selected by BRAND’S to be
its product presenter as it aims to attract a
new generation. Burger King also launched a
“Burger King x RoV” marketing campaign as a
fan meeting place, having famous RoV gamers/
streamers like Remix and Kit Ngai providing
burgers to their fans.
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3. Esports sponsorship

Esports are similar to regular sports, where rules and regulations are
clearly stated. Therefore, Esports viewership can also be compared to
regular sport viewership. Most viewers prefer to see games in a live
streaming format as they can see which team will be able to win. More-
over, the majority of Esports audiences are actually gamers themselves.
Thus, not only will they be entertained by viewing live streaming, they
will also get to learn new techniques and playing strategies from profes-
sional gamers to improve their own game. Esports spectators are usually
engaged in following games. As a result, games with a large number of
players are often the most popular Esports game.

The high popularity of Esports and its strong audience base provide a
good opportunity for brands to sponsor Esports tournaments. This is
an effective way to help make brands more recognizable and bring them
closer to consumers. In Pro League Winter 2020, Thailand’s largest ROV
league held in September and October 2020, the estimated number of
live audiences stood at 50,000 - 90,000 viewers, and the total number of
viewers was around 1 - 2.2 million. Additionally, the prize pool of Esports
tournaments has continued to keep pace, reflecting its growth in popu-
larity. In 2018 the total prize pool of the ROV Pro League for Season 1
was five million baht. It then went up to 10 million baht for Season 6 in
2020. Similarly, in Season 1 the total prize pool of Free Fire Pro League
was four million baht, later rising to five million baht by Season 3.
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Esports tournaments can be held in both
online and offline formats. Most Esport live
streams in Thailand are usually broadcast via
popular online platforms like YouTube, Face-
book, Twitch, and Nimo TV. Most of these are
free platforms that can easily reach out to mass
audiences. They usually have live chat features
installed within the apps, allowing viewers to
converse with one another. Spectators can then
effortlessly find themselves becoming a part of
the game and the streaming environment. This
unique feature gives live streaming an edge
over television broadcasting, which only allows
one-way communication. Moreover, Esports
tournaments can also be held as offline events
where spectators can gather together and
cheer for their favorite Esports players on the
competition site. There will be live streaming
screen of the game, similar to those of regular
sport events. Thus, we can see that both online
and offline Esports tournaments are designed
to create interaction with their audiences. In
2019 Garena organized an online live broadcast
event of the final rounds of the ROV and Free
Fire tournaments. The number of online viewers
was as high as 11 million. Garena also hosted
Garena World 2019, a two-day offline game
competition event which as many as 269,500
people attended.
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There are therefore several alternative ways for brands to advertise
and launch their marketing campaigns through Esports. Brands can
roll out in-game product placement, in-game items, or character skins.
They can also choose to create small pop-up window ads on live monitor
screens that do not disturb game scenery. During a break between
matches, there will be airtime for commercial break advertising just like
during regular sporting events. For offline tournament events brands can
set up marketing and product promotional activities with event attendees
in allocated areas.

Apart from supporting professional tournaments, brands can also
choose to organize smaller events open to amateur players and the
general public. This provides an opportunity for brands to demonstrate
that they truly understand and support the love of the game among
general gamers, creating a good impression as they seek to appeal to
teens and young adults. For example, Tesco Lotus joined hands with AIS
and OPPO to host a PUBG Mobile competition at its branches throughout
the country. This is also a way to build a small local community where
gamers can meet and exchange their techniques, which in turn will help
create positive brand awareness. This is also a way that brands can send
the message that they are willing to support their customer’s interests
and preferences. The locations in which these gaming events are held
may also benefit from higher foot traffic, eventually leading to higher sales.

. Gaming industry

Brands can also sponsor Esports teams and
popular players with a high fan base as a
way to advertise and promote their products.
Fans are usually willing to support brands that
sponsor their favorite teams and players. And
when sponsored, teams and players normally
have to wear uniforms or outfits with branded
logo placement or use specific products/gaming
gear with branded logos. During live streaming
sessions, these branded logos on teams or
players will be aired and a large number of
audiences both local and international will be
able to see and become familiar with them.
Many Esports tournaments are already very
popular at regional and international levels,
such as the Arena of Valor International
Championship, Free Fire World Cup, and PUBG
Global Championship. Moreover, the Olympic
Games and Southeast Asia Games (SEA Games)
have already approved Esports as part of their
programs. They offer another important venue
where Thai Esports players can showcase their
gaming skills. And if they can perform well on
the global stage, they will gain popularity and
international followers. Therefore, sponsoring
Esports teams and players provides an excellent
opportunity for brands to promote their corporate
images and products. It can also be an important
steppingstone to international exposure.
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EIC’s view, there will
continue to be growth
in game-related
advertising as the
number of players
and industry revenue
continues to expand.
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In EIC’s view, there will continue to be growth in game-related
advertising as the number of players and industry revenue continues
to expand. At present, most Thai advertising budgets are still being spent
on traditional media such as television, print media, and radio. These
traditional channels have lower growth opportunities and low levels of
customer engagement compared to gaming and are often overlooked
by newer generations of consumers.

Initially, brands can start experimenting with their game-related marketing
strategy by allocating a small budget to these recommended channels.
This will allow them to obtain access to a smaller but more specific
group of consumers with unique behaviors and preferences. We believe
that this will help brands gain deeper understanding of new customer
groups in order to launch new advertising or products that will better
capture their attention.

Brands have the opportunity to create a modern image that appeals to
millennials by advertising in game-related content. Games are a media
format that new generations spend a large amount of time with. Brands
that want to attract the attention of younger consumers should therefore
opt out from heavy reliance on traditional media as a way to advertise
their products. Marketing and advertising through games will create a
more modernized brand image in the eyes of younger consumers and
will also create a sense that these brands are willing to adapt themselves
to the modern era as they attempt to understand the new generations
and their interests. This is a great way to stay ahead of competitors.

(0]
The ratio of users who have completed a desired action to the ads or real buyers
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However, brands that wish to roll out
their marketing via gaming platforms
should carefully incorporate the nature of
each individual game into their marketing
strategies. It is important to note that gamers
do not want to see any advertisements that
are irrelevant to the game they play. Therefore,
brands should work closely with gaming industry
experts to identify the right strategies that will
create perfect synergy between marketing
messages and gaming content. Striking the right
balance between these two will allow brands
to attract the attention of gaming community
consumers. It is also important to understand
that each game, streaming community, and
Esport tournament is unique. Hence, brands
should collaborate with game developers,
game publishers, game advertising agencies,
streamers, or Esport teams to design their
advertisements and campaigns. These groups
are very close to gamers and audiences. As a
result, their insights will help brands build high
levels of customer engagement, which in turn
may help increase conversion rates'®. This will
generally be reflected in an eventual increase
in sales.
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Summary

The gaming industry is one of the most attractive industries, well worth
keeping an eye on. The industry’s revenues continue to grow, supported
by rising numbers of business players and new technology-driven business
models. Unlike other industries that are being disrupted by technologies,
the gaming industry has used technology to adapt, expand, and reinvest
itself time and time again. For example, the invention of Nintendo Wii which
attracted a new generation and demographic of players and redefine video
games as a family activity. Or the growth of mobile gaming which allow
anyone with a smartphone to become gamer. We can clearly see that
technological advancement continues to enhance the players’ experiences.
In addition, the fact that the gaming industry is a technology-driven business
has helped unlock new business models, such as in-game spending or
subscription businesses.

Technologies that are expected to be widely adopted in the near future
such as VR, 5G, and cloud gaming will play a significant role in attracting
new gamers into the gaming ecosystem. This ecosystem in turn might be
able to retain viewers better than social network platforms. This is because
these technologies will enable game processors to perform at high-levels
without the need for high spec hardware, allowing easier accessibility. Every
digital activity, including live chat, music sharing, trading, shopping, or even
learning can all be done on gaming platforms. This means that the gaming
ecosystem will be lot larger in the future than it is today. It is therefore
very important to closely monitor the development and transformation of
the gaming industry.
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