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STRONG MARKET, BUT DIFFICULT TO NAVIGATE

• While the gaming market has never been bigger or more mainstream, the irony is that the gaming 
universe is also becoming a daunting red ocean; in nearly every corner of the gaming ecosystem, 
competition for gamers’ dollars is intense and success is becoming increasingly concentrated in the 
top-most ranks
 This has long been the case on console, but is even the case in other gaming segments, such as mobile and 

digital PC
• With non-AAA console developers/publishers getting squeezed out of the market, some studios have 

managed to find new life in the form of indie studios (with less overhead), while others have sought 
refuge in the more forgiving territory of digital-only markets of PSN and Xbox Live, where publishing 
COGS are lower

• However, for segments that are inherently digital-only and F2P is the de facto monetization method, 
even the exponentially larger target audiences of these platforms are proving not enough to turn a 
profit for the large majority of studios
 Indie developer Llamasoft recently revealed that its critically acclaimed iOS games generated a “thousand” 

times less revenue than a game the studio released on an unspecified Sony handheld (presumably the PS 
Vita)
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RISK MANAGEMENT LEADS TO CONSOLIDATION

• In the face of so many pitfalls, the industry has been evolving to mitigate risk and the path to game 
development has become significantly more complex than in previous years

• For example, a greater amount of time and resources are being allocated to two stages of the 
development process: pre-production and beta
 Pre-production: Studios can spend years building prototypes and scrapping unviable ideas mercilessly while 

iterating on promising ones, all before development of a defined product is even begun
 Beta: These days, there is hardly a game that is released without an extended beta period. The purpose of 

the lengthening time period of beta is twofold:
▲ It allows the development team to iterate the game to the highest possible quality
▲ It enables the development team to refine the retention mechanics of the game, as longer retention (which increases the 

opportunities for additional purchases) is becoming a key method of offsetting burgeoning upfront development costs

• In addition to many mid-tier publishers being squeezed out of the retail market, many AAA publishers 
have seen consolidation, and the shrinking number of large publishers that remain in the space have 
been focusing increasingly on a smaller software release slate, placing larger bets on each title 
within their slate—the result being a growing concentration of sales within a smaller number of 
parties
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ARE THE SOLUTIONS JUST CREATING NEW PROBLEMS?

In response to the growing concentration of 
sales within a few top titles, the amount of time 
devoted to pre-production and beta have been 
increasing, driving up total developmental costs

To offset ballooning development budgets, 
publishers have been placing a greater 

emphasis on add-on DLC or the Games as a 
Service business model, which comes with its 
own financial baggage in the form of ongoing 
development costs and the need for a large 

live ops support team

To cover the ever-growing costs of supporting a 
successful game, publishers need to achieve 

high retention rates (which increases the 
longevity of a game), high monetization rates 

(which is generally a result of a highly engaged 
audience), or high user acquisition rates 

(which drives up marketing budgets)

The focus on longevity and high engagement is 
only exacerbating the issue of games sales 

being concentrated in a few top titles, as there 
is a finite pool of high-monetizing gamers, and 

these gamers have a finite amount of 
dollars/time to spend on their hobbies
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IN RED OCEANS, QUALITY AND SIZE MATTER
• As a result of the cyclical nature of the industry’s counter-remedies to game development hurdles creating new 

and different hurdles in the long-term, the breakeven financial models laid out in the following chapters present a 
fairly austere landscape for game developers and publishers

• Even as game makers of today are gaining access to more detailed information about their audience’s user 
behavior than ever before, one challenge is that as soon as one company manages to leverage this information 
and approach to get a leg-up on their competitors, there are hundreds of competitors following right behind, 
attempting to replicate the same success factors, thereby once again leveling out the playing field

• At the end of the day, there appear to be mainly two time-tested strategies that increase the odds of making a 
profit in the games business, and neither are guaranteed nor easy:

1 Focus on quality
These days, it’s not just a simple matter of a high-
quality game design. Studios must also be masters of 
developing a core game loop that encourages high 
engagement and retention, possess a solid live ops 
support team, not to mention needing an airtight 
strategy for monetization, marketing savvy, and 
efficient customer acquisition.
► The drawback of this strategy is that, on some 

platforms and in some genres, even a game that 
executes perfectly across all areas can still fail if the 
particular market is too entrenched

2 Be the biggest fish in the sea
This second scheme is not so much a strategy as it is 
something that a company either is or is not. And with the 
widening gulf between the haves and have-nots, it is extremely 
rare to see a new company break into the ranks of the upper 
echelon if they aren’t already in it, as even with a strong title, a 
company also usually needs fairly deep pockets to challenge the 
marketing efficacy of the top dogs. Once a company corners a 
particular market, it is difficult for them to be dislodged, as the 
ability to cross-market games within their massive user base 
allows them to effectively shore up declining games with new 
replacements (although there is a risk that the new games can 
cannibalize the old ones in a cross-promo scenario).
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THE LIKELIHOOD OF SUCCESS IS SMALL

• While acknowledging that these are very generalized estimates of the market and there are likely a 
few outliers outside of the framework below, IDG estimates that only a small percentage of games 
released today reach break even profitability levels
 Within the console segment, IDG estimates that platform-exclusive titles generally tend to break even only in 

the first year of a console’s release, whereas a AAA multiplatform game can break even every year of a 
console’s lifecycle prior to the release of the next generation

▲ AA and A multiplatform titles, on the other hand, have the highest probability of breaking even in the first 5 and 3 years of
a console’s lifecycle, respectively

 Within the F2P PC segments, IDG estimates that only games in the top 10-15% of their respective categories 
break even

 Within the mobile gaming segments, IDG estimates that only around 15-20% of games ever breakeven
• The great irony is that the gaming industry today is larger than it’s ever been and still growing 

solidly—all appears well at the macro level—yet beneath the surface it has never been more difficult 
for individual game developers and publishers to break even

• Due to the daunting reality of the gaming business, understanding the economics of gaming is more 
important than ever before
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THE CONSOLE CYCLE PARADIGM IS SHIFTING
• Looking forward in the console sector, Microsoft’s recent revelations at E3 have clearly shown the 

company is moving to bring about what it has expounded on before—making the Xbox One and PC 
universally compatible, and making the lifecycle of consoles more aligned with that of PCs and 
smartphones

• The unveiling of Project Scorpio has raised questions as to whether it will be a full-generation 
successor to the Xbox One or if there will even be another full-generation successor ever again
 Even the naming of the Xbox One, eschewing proper sequencing, may have been a hint that the company 

intended the current line of consoles to evolve away from clear-cut generations all along
• It’s pretty easy to understand why Microsoft and others in the industry would want to see the gaming 

console market see greater fluidity in their hardware releases
 In addition to rejuvenating hardware sales with more frequent new releases, more frequent upgrades will 

allow consoles to keep better apace with technological advances, as their smartphone and PC brethren are 
currently able to do, arguably making them more cutting edge and relevant to what gamers desire
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THE FUTURE OF CONSOLES HANGS IN THE BALANCE
• However, the real question to be asking is this: Is this really best for the console business itself?

 By becoming too similar to PCs, the strategy of making consoles like PCs runs the risk of undermining the very point of consoles—to provide 
consumers with a dedicated gaming device that is plug-and-play

 Gaming handhelds are nearing their demise due to a very similar phenomenon. Mobile phones became capable of doing pretty much the same 
things as a gaming handheld, with the added bonus of being multifunctional and a product most people already own. Therefore, owning a dedicated 
gaming handheld became superfluous for a great majority of consumers.

 PCs share similarities in this analog. They are products most people already own and they can do many of the same things as consoles. Arguably, 
one of the best ways to ensure the existence of console for years to come would be to further improve the unique competitive advantages of a 
console versus a PC—essentially the opposite of what companies are currently doing. 

• This evolution in the console market could pose significant challenges to both Sony and Microsoft alike, although the impact on each 
company will be different since each company's strategic approach to this issue is also unique. Below are some considerations and 
insights tied to this situation.
 On Microsoft’s end, doing away with consoles and moving the premium gaming ecosystem entirely toward PC would be a clever way for Microsoft 

to muscle out their competitors and could possibly be their end game
 If so, it dovetails really well with what Microsoft executives have been emphasizing in their monthly press releases regarding Xbox, always 

highlighting user activity and engagement levels on Xbox Live
 Furthermore, Phil Spencer has been interviewed saying that Microsoft’s focus is no longer on how many people own Xboxes or PCs, but simply 

how many are playing on the Xbox Live ecosystem
 On the other hand, Sony has a much heavier financial reliance on the viability of PlayStation, and while Xbox’s strategy seems to be far more 

PC/Console cross-platform, Sony’s more focused console-centric strategy provides an interesting counterpoint 
 We still need to see what Sony’s strategy would be in this scenario, and evaluate whether or not console loyalists would abandon Xbox if the 

platform shifted to more of a PC-centric value proposition
 With Sony currently in a solid leadership position, this will definitely be a contrast in strategies and styles, to be sure
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METHODOLOGY – DRILLING DOWN FOR THE US
• The tables in the Console Retail Financial Analysis section (found later in this report) were created with a worldwide view in mind
• However, if we assume that the US generally accounts for 35% of a publisher’s sell-through volume, we can map these breakeven points against the 

historical performance of titles in each category
• To assess each publisher’s performance, the average sell-through for new releases for each year (first 12 months of unit sales) was divided by the 

number of SKUs per publisher released in that given year
• This analysis was performed for old-gen and new-gen titles by asset class for multi-console titles, and was performed by platform and asset class for 

platform exclusive titles

D E N O M I N A T O R

N U M E R A T O R

Sections in numerator 
subset are divided by 

their mirror image in the 
denominator subset

Sections in numerator 
subset are divided by 

their mirror image in the 
denominator subset
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WII

A

AA

AAA

X360

A

AA

AAA

PS3

A

AA

AAA

METHODOLOGY – TITLE BREAKOUT

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

5

WII U

A

AA

AAA

XBO

A

AA

AAA

PS4

A

AA

AAA

15
3
4
23
20
1
4
2

34
59
19
5
26
15

4
9

69
114
14
6
21
13
1
7
13

74
123
32
7
19
11

5
10

80
98
20
7
21
12
5
13
11

36
44
3
10
25
11
3
19
17

8
17
4
4
14
9

15
14
4
7
4

1
1
2
3
4
2
2
7
13

5
8
1

3

2
1

1

3
2
3
18
4
1
4
6

4
3
1
1
3

2

2
9
3
2
4
7

1
4
1
16
10

P L A T F O R M  E X C L U S I V E  T I T L E S

M U L T I - C O N S O L E  T I T L E S

• The sample size for the analysis performed in this section includes all titles that were 
launched in the January 2006 through December 2015 timeframe and is shown in the 
adjacent tables

• In the case of multi-console titles for new-gen, the number of titles included has, by and 
large, been greater for AA than A titles, and similarly, greater for AAA than AA titles

• However, multi-console titles for old-gen consoles have been more numerous in the AA 
category than both the A and AAA categories

• Outside of the Wii, on which over 450 platform exclusive titles in the AA category alone 
were released between 2006 and 2013, platform exclusive titles were less abundant 
than multi-console titles if taken on an individual platform level

• Platform exclusive titles have been sparse on new-gen consoles to-date and have 
therefore not been a focus of the following analysis

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

1
OLD-GEN

A

AA

AAA

2
6

2
40
26

16
57
33

13
69
38

21
55
41

24
67
43

13
47
40

13
33
28
2
2
10

10

21
25

37

21
7

3
2
5

4 4

33
NEW-GEN

A

AA

AAA

• IDG believes that full-game 
exclusivity will become a 
declining trend over time, while 
DLC exclusivity with a timed 
release window on PSN or Xbox 
Live can often help in securing 
co-marketing funds and 
strengthening partnerships with 
various 1st party partners
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METHODOLOGY – HOW “AVERAGE” IS DEFINED

P U B L I S H E R

$1M       100 SKUS 

$

1
P U B L I S H E R

50 SKUS 
$200K

$

2

$10K/SKU $4K/SKU

$1.2M

150 SKUS
=

$8K/SKU

STRAIGHT

AVERAGE

WEIGHTED

AVERAGE

($10K+$4K)

2 Publishers
=

$7K/SKU

• In the cases when IDG outlines the average for top 10 publishers, or all publishers, a straight average is used, rather than a weighted 
average in order to give equal importance to smaller publishers

• IDG wanted to ensure that disproportionate strength was not applied to the top performing publishers when trying to depict a picture 
of the “average” publisher

T W O - P U B L I S H E R  E X A M P L E
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METHODOLOGY – DATA CATEGORIZATION
• For the sake of simplicity, COGS (Cost of Goods Sold) for the PlayStation 3 and Xbox 360 were aligned in IDG’s breakeven analysis as the distinction would only 

serve to confuse rather than illuminate the true findings of this particular analysis

• IDG’s breakeven analysis was performed on a worldwide basis (as development cost cannot be split out by territory)
 In order to compare US historical sell-through data to the IDG breakeven analysis and assess the viability of each title, a percentage assumption was applied to determine what 

the US’ contribution should be for the title to breakeven
 Based on historical benchmarks for the entire market, IDG considers that the US should represent 35% of unit sales for a given title

• In the slides comparing Top 10 publisher performance over the years to all publishers, the top 10 publishers were selected according to a combination of two criteria:
 Total 2005 through 2015 revenues
 Average unit sales per SKU

• Asset classes were assigned primarily based on game Metacritic quality review scores:
 A – between 0 and 49 Metacritic score
 AA – between 50 and 74 Metacritic score
 AAA – between 75 and 100 Metacritic score

• However, asset class assignment was adjusted if lifetime sales of particular SKUs over-performed or under-performed in comparison to its Metacritic score:
 A → AA if LTD attach rate > 1%
 AA → AAA if LTD attach rate > 5%
 AAA → AA if LTD attach rate < 0.1%
 AA → A if LTD attach rate < 0.01%

• This last rule was not applied to SKUs released in Q4 2015 and to special edition SKUs/bundles

• When isolating old-gen and new-gen sales per title for multi-platform games, IDG based the old-gen analysis on games only released on old-gen (and excluded 
games that were released both on old-gen and new-gen post 2013), but centered the new-gen analysis on games released on either new-gen only or new-gen and 
old-gen as the Xbox One and PS4 SKUs are assumed to be the foundational versions with little added cost to develop supporting Xbox 360 and PS3 versions
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FINDINGS – PLATFORM EXCLUSIVE TITLES
• By mapping the above breakeven analysis with actual performance of titles in the US, a clear pattern emerges on the point at which 

titles cease to be commercially viable
 Although the minimum sell-through to achieve the breakeven threshold is lower for platform exclusive titles than for multi-console titles, with 

the exception of the Wii in 2006 and 2007, A and AA platform exclusive titles on all platforms failed to turn a profit if we take an average of 
all platform exclusive titles for each given year

 AAA titles were the only category to benefit from a positive ROI
 In general, Wii AAA platform exclusives yielded positive results through 2011, while PS3 and Xbox 360 AAA platform exclusives showed 

value through 2010 and 2012 respectively
 The significantly lower Wii U IB compared to the Wii’s IB has caused most AAA platform exclusive titles to fall short of the breakeven 

requirement
 Although the analysis shows that AAA PS4 and Xbox One platform exclusive titles were only profitable in 2013, it is possible that digital 

downloads lifted sales figures and that some of these titles were in the black through 2015
• It is clear that publishers who wish to release a platform exclusive title must dedicate significant funds and time to the development 

of the title in order to ensure a high quality game that will engender a positive reception from the gamer community
 AAA platform exclusive titles were the only bucket that could bring in a profit on all consoles

• Developing a platform exclusive title was tenuous in the last generation, with chances of making a profit on these titles even lower in 
the Wii U/PS4/Xbox One generation

• The window during which AAA platform exclusives are estimated to have brought in money shrank considerably from one console 
generation to the next, with the window of profitability going from 5-7 years during the 7th generation, to just one year in the 8th

generation, on average
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FINDINGS – MULTI-CONSOLE SKUS
• Both on old and new gen, as years elapse, the value in releasing physical games in the lower asset 

classes dwindles
 The average seems to dictate that publishers should only consider releasing A multi-platform games for the 

first 3 years of a console’s lifecycle, AA games for the first 5 years, and AAA for the first 7 years or until the 
next generation rolls out

• Once a new generation of consoles launches, the value of developing titles that can only be played 
on old-gen becomes risky
 Publishers should not discontinue support altogether of an older generation of consoles once a new one 

emerges, but instead port AAA content developed primarily on new-gen onto the older-gen consoles
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• For the multi-console analysis, IDG focused on titles that were released on 

both the PS3 and Xbox 360 or on both the PS4 and Xbox One
• During the PS3/Xbox 360/Wii console cycle, a general pattern could be 

noted:
 A titles were profitable for the first three years, with the category becoming unprofitable 

by 2009
 AA titles were profitable for the first five years, with the category becoming unprofitable 

by 2011
 AAA titles were profitable for the first seven years, with sales dropping drastically after 

the launch of the new console cycle in 2013
• It is still too early to map out a clear path for the Xbox One/PS4, but with 

increasing development cost, pressure on publishers to provide the consumer 
with follow-on DLC and with competition from other digital segments such as 
Mobile and PC, IDG assumes that the window during which physical sales of 
new releases will still generate a profit for publishers, will be more condensed 
than in the prior console generation

MULTI-CONSOLE TITLES – NEW-GEN

A AA AAA A AA AAA A AA AAA

2013 2014 2015

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

First 12 Months of Sales for Multi-console Releases on 
New-gen for Average Publisher vs. Breakeven Units

(by Asset Class & Year)
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MULTI-CONSOLE TITLES – OLD-GEN

A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

First 12 Months of Sales for Multi-console Releases on Old-gen for Average Publisher vs. Breakeven Units (by Asset Class & Year)
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PLATFORM EXCLUSIVE TITLES – WII

A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

No AA and AAA platform 
exclusive Wii titles were 
launched in 2014 and no 

platform exclusive Wii titles 
were launched in 2015

Although the Wii was the most popular platform for platform 
exclusive releases, especially in the A and AA asset classes, 

IDG’s analysis points to the average publisher failing to 
breakeven in those two categories across the lifetime of the Wii

2008 was the most propitious year 
for publishers who released AAA 

platform exclusive titles on the Wii

The average publisher releasing platform 
exclusive titles on the Wii most likely broke-

even for the first six years of the console

First 12 Months of Sales for Platform Exclusive Releases on the Wii for Average Publisher vs. Breakeven Units (by Asset Class & Year)
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PLATFORM EXCLUSIVE TITLES – XBOX 360

A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

No A X360 platform exclusive 
titles were launched in 2014 

and 2015, and no AAA 
platform exclusive titles were 
released on the X360 in 2015

While the average publisher saw a clear peak and decline of platform 
exclusive title performance on the Wii, performance on the X360 was 

more irregular, with peak sales for AAA titles in 2010

According to IDG’s estimates, publishers on average failed to reach the 
breakeven limit for A and AA platform exclusive titles on the Xbox 360

2012 was the last year when 
the average publisher had a 
chance to break-even on a 

AAA Xbox 360 platform 
exclusive title

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
First 12 Months of Sales for Platform Exclusive Releases on the Xbox 360 for Average Publisher vs. Breakeven Units (by Asset Class & Year)
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PLATFORM EXCLUSIVE TITLES – PS3

A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA A AA AAA

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

Peak performance of platform exclusive AAA 
games on the PS3 for the average publisher 
was in 2009 with similar performance in 2010

IDG estimates that the average publisher 
was only likely to break-even on a AAA 

platform exclusive titles for 5 years, versus 7 
on Xbox 360 and 6 on the Wii

No A PS3 platform exclusive 
titles were launched in 2007, 

2009 and 2012

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
First 12 Months of Sales for Platform Exclusive Releases on the PS3 for Average Publisher vs. Breakeven Units (by Asset Class & Year)
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PLATFORM EXCLUSIVE TITLES – WII U/XBO/PS4

A AA AAA A AA AAA A AA AAA A AA AAA

K E Y Volume surplus of average units per SKU for category versus breakeven estimate Volume shortfall of average units per SKU for category versus breakeven estimate

IDG estimate of units required to breakeven in labeled asset class for given year Actual unit sales for the asset class and year based on average units sold per SKU (straight average of all publishers)

Analysis only covers new releases (first 12 months of sales)

2012 2013 2014 2015

A AA AAA A AA AAA A AA AAA

2013 2014 2015

A AA AAA A AA AAA A AA AAA

2013 2014 2015

Due to the slow ramp-up of the Wii U, the 
average publisher only saw positive returns in 

2014 for AAA platform exclusive titles

No A Wii U platform exclusive 
titles were launched in 2013 No A XBO platform exclusive 

titles were launched in 2014 
and 2015, and no AA XBO 

platform exclusive titles were 
launched in 2013

No A PS4 platform 
exclusive titles were 

launched in 2013

The gap between the breakeven units 
reached for the average publisher releasing 
platform exclusive titles and average units 
per SKU sold was the largest on the PS4 

among all three new-gen platforms

First 12 Months of Sales for Platform Exclusive Releases on the Wii U / Xbox One / PS4 for Average Publisher vs. Breakeven Units (by Asset Class & Year)
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PLATFORM FINDINGS
• The breakout of unit sales by platform between the Nintendo, Microsoft and Sony ecosystems is 

similar for the average top 10 publisher and the average overall publisher with ~25% for Nintendo, 
~35% for Microsoft and ~40% for Sony if we average out all years between 2006 and 2015

• In the 2006 through 2015 timeframe, the average top 10 publisher released nearly 1.75x as many 
SKUs than the average publisher; however, the release schedule stayed fairly constant for the latter 
with ~15 SKUs released per year

• The concentration risk for the average top 10 publisher went up over time as the number of SKUs 
released shrank 67% for the Wii consoles, and 40% for both the Sony and Microsoft consoles 
between 2008 and 2015 

• When looking at units sold per SKU across all years, top 10 publishers outsold the average publisher 
by 1.8x, 1.6x, 1.5x, 1.3x on the Wii, PS4, Xbox 360/PS3, and Xbox One/Wii U respectively
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ASSET CLASS FINDINGS
• It would be false to assume that top 10 publishers only release AAA content. Instead, IDG's 

analysis reveals that top performing publishers have a balanced mix of A, AA, and AAA content.
• Rather than pull down the publisher's performance, A and AA seem to round out their portfolio by 

offering games that might be less demanding and competitive than their AAA releases, more casual 
in nature, or make up what it lacks in quality with compelling licensed content

• The average publisher and the average top 10 publisher’s performance measured in terms of unit 
sales per SKU is more similar in the higher asset classes than the lower asset classes
 As game quality increases, the spread between unit sales per SKU for the average publisher and unit sales 

per SKU for the average top 10 publisher gets smaller
 When looking at units sold per SKU across all years, top 10 publishers outsold the average publisher by 

1.2x, 1.5x, 1.7x, for AAA, AA and A SKUs respectively
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SELECTING THE TOP 10 PUBLISHERS

• In selecting the top 10 publishers, IDG used a combination of both total revenues and average unit sales per SKU for the November 2005 through December 2015 
timeframe

• By combining both revenues and units sold/SKU, IDG eliminated THQ, which did not perform well on a units/SKU basis despite fairly high overall revenues, and 
Midway, which had meager total revenues despite the fact that the publisher’s SKUs performed similarly to Warner Bros. SKUs in terms of units sold/SKU

• Publishers who released fewer than 20 SKUs during that period were omitted from the selection process
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF UNITS SALES BY PLATFORM
• Top 10 publishers generated the most sales with 2010 

releases, moving on average close to 14M units for 
those titles in the first 12 months

• Prior to the new-gen console launches, 2007 was the 
peak year for unit sales when taking a straight average 
of all publishers at over 4M units in the first 12 months 
for games released in 2007

• However, due to the smaller number of publishers at the 
beginning of a cycle, the gap between top 10 publisher 
sell-through and all publisher sell-through was smaller 
than in other years

• The breakout for both top 10 publishers and all 
publishers was very similar when comparing Nintendo, 
Microsoft and Sony platforms

 Adding up all years, the Nintendo-Microsoft-Sony breakout 
was 27%-44%-28% for top 10 publishers and 23%-46%-
31% for all publishers

• Additionally, the breakout by console manufacturer was 
very similar to the average of all publishers in 2010, 
last-gen’s peak software sales year, and 2015

 Microsoft took the lion share of software units with 43% in 
2010 and 45% in 2015, with Sony coming in second with 
33% of unit sales in 2010 and 32% in 2015, and Nintendo 
trailing with the remaining 24% in 2010 and 23% in 2015

• However, top 10 publishers saw a shift in favor of Sony 
between last-gen and current-gen with Microsoft staying fairly 
constant

 The Nintendo-Microsoft-Sony breakout was 32%-41%-26% 
in 2010 and 15%-44%-41% in 2015
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF SKU COUNTY BY PLATFORM
• The average number of new releases for all 

publishers across all consoles for the 2006 through 
2015 time period was 163 for all publishers versus 
284 SKUs for top 10 publishers

• The Wii U has not been a focal console for all 
publishers, as publishers released an average of 19 
SKUs on the Wii in its first four years versus only 13 
SKUs on the Wii U in its first four years

• However, the Wii U has accounted for 
approximately 42% of the average publisher’s new-
gen portfolio vs. 29% for the Wii as a percentage of 
the average publisher’s old-gen portfolio across all 
years

• Looking at all publishers, the overall number of 
newly released SKUs every year has stayed fairly 
constant at around 15 SKUs every year

• However, the concentration risk for the top 10 
publishers has gone up from one generation to the 
next with roughly one-half the number of SKUs 
released on new-gen in 2015 compared to the 
number of last-gen SKUs released in the consoles’ 
third full-year, 2008

 Top 10 publishers released an average of 4 Wii U SKUs 
in 2015, versus 12 Wii SKUs in 2008

 Top 10 publishers released an average of 6 Xbox One 
SKUs in 2015, versus 11 Xbox 360 SKUs in 2008

 Top 10 publishers released an average of 6 PS4 SKUs 
in 2015, versus 10 PS3 SKUs in 2008
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF WII PERFORMANCE
• Although new releases on the Wii were attaching 

poorly to the console starting in 2009, new 
releases were still selling an average of over 
100K units all the way up to 2015

• After experiencing a significant decline between 
2006 and 2009, the attach rate for new releases 
on the Wii actually stagnated rather than 
plummeted to zero

• While the average units sold per SKU increased 
from 2011 through 2014, the number of new 
releases was cut drastically, from 154 in 2011 to 
59 in 2012, 24 in 2013 and only 8 in 2014

• Although games attached at a lower rate on the 
Wii compared to the Xbox 360 and PS3, the large 
installed base of the Wii has allowed average 
units/SKU for most publishers to be comparable 
on the Nintendo console versus the other two

• Top 10 publishers generated Wii sales between 
1.3x and 2.0x higher in terms of units/SKU 
compared to the average for all publishers, with 
the average for all years sitting at 1.8x
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF XBOX 360 PERFORMANCE
• Compared to the Wii where units sold per SKU were 

at their highest in the beginning of the console’s 
lifecycle, the slower IB ramp up of the Xbox 360 
dictated that volume sales for individual SKUs 
gradually increased to hit their peak in 2013

• The attach rate per SKU even grew for the average 
publisher in 2013 thanks in part to titles like GTA V, 
Call of Duty: Ghosts and Minecraft, that exhibited 
strong attach rates on the 8-year old console (all 
with a 12-month attach rate above 10%)

• The launch of the Wii U did not have an effect on 
sales for Wii titles, but sales for Xbox 360 SKUs 
slowed down significantly in the first full-year of the 
Xbox One:

 Xbox 360 unit sales per SKU dropped 38% y/y in 2014 
for the average publisher, and slightly more, 40%, for 
the average top 10 publisher

• Top 10 publishers generated Xbox 360 sales 
between 1.2x and 1.7x higher in terms of units/SKU 
compared to the average for all publishers, with the 
average for all years sitting at 1.5x
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF PS3 PERFORMANCE
• PS3 SKUs sold an average of 37% fewer units per 

SKU than Xbox 360 SKUs over the 2006-2015 time 
period for all publishers and 38% fewer units per 
SKU for top 10 publishers

• Although fewer new releases came onto the market 
on the PS3 versus the Xbox 360 through 2012, that 
trend reversed itself in 2013 with the number of PS3 
new releases exceeding the number of Xbox 360 
new releases

• Due in part to the slower hardware adoption ramp 
up on the PS3, the highest attach rate/SKU per 
publisher figures were seen in the early days of the 
PS3 when most hardware adopters likely belonged 
to a more core group of gamers that were the most 
likely group to purchase multiple games

• Similarly to the Xbox 360, PS3 unit sales per SKU 
peaked in 2013, but shot down significantly in the 
PS4’s first full year

 PS3 unit sales per SKU dropped 47% y/y in 2014 for 
the average publisher, and 37% for the average top 10 
publisher

• Top 10 publishers generated PS3 sales between 
1.2x and 2.3x higher in terms of units/SKU 
compared to the average for all publishers, with the 
average for all years sitting at 1.5x
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ANALYSIS OF WII U PERFORMANCE
• It is true that Wii U SKUs did not sell nearly as many units as Wii SKUs in the 

first two years of each respective console, but 2014 and 2015 tell a different 
story
 Publishers achieved a sell-through of nearly 300K units per SKU in 2014 and 200K units 

per SKU in 2015 on the Wii U amid comparable sell-through figures on the Wii in 2008 and 
2009

 The comparable unit sales translate into notably higher attach rates per SKU on the Wii U 
compared to the Wii

 Although performance on a publisher level was similar on the Wii U and the Wii, the Wii 
clearly outperformed Wii U sales in terms of total market since Wii 2008/2009 sales were 9 
times larger than Wii U 2014/2015 sales

 However, the number of publishers on the Wii in 2008/2009 was much greater than the 
number of publishers who released games on the Wii U in 2014/2015

▲ 44 and 47 publishers launched games on the Wii in 2008 and 2009 respectively, compared 
to only 9 publishers on the Wii U in 2014 and 2015

▲ The focus for publishers looking to release a casual game has shifted from Console to 
Mobile between the last and most current generation

• Top 10 publishers generated Wii U sales between 1.3x and 1.4x higher in terms 
of units/SKU compared to the average for all publishers, with the average for all 
years sitting at 1.3x
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ANALYSIS OF XBOX ONE PERFORMANCE
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• Although the Xbox One was not the workhorse that the Xbox 360 was for 
publishers, Xbox One SKUs still generated an average of 400K units in the 
platform’s launch year

• The average units/SKU for the top publishers was very similar to those seen for 
all publishers due to the fact that only one additional publisher outside of the top 
10 published an Xbox One title during the launch window of the console—
Majesco published Zumba Fitness World Party— but out of the 18 titles 
launched in 2013, the Majesco title placed 15th in terms of initial 12 months.

• While the average units sold per SKU has been increasing for top 10 
publishers, that figure has taken the opposite trajectory for the overall market
 This is due to the fact that publishers that start releasing games later on in a console’s 

lifecycle have usually been second-tier publishers, therefore bringing down the average 
which was dominated by top publishers in the beginning of a console’s cycle

• Top 10 publishers generated Xbox One sales between 1.1x and 1.6x higher in 
terms of units/SKU compared to the average for all publishers, with the average 
for all years sitting at 1.3x
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K E Y Wii Wii U PS3 PS4 Xbox 360 Xbox One Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF PS4 PERFORMANCE

0% 2% 4% 6% 8% 10%

2015

2014

2013

A T T A C H  R A T E / S K U  P E R  P U B L I S H E R

0K 100K 200K 300K 400K 500K 600K

2015

2014

2013

U N I T S / S K U  P E R  P U B L I S H E R

T o p  1 0
A l l  P u b l i s h e r s

• While average units per SKU for the Xbox 360 were around 1.6x larger than the 
average units per SKU on the PS3 in the first three years of the latter’s cycle, 
the upper hand was given to the PS4 in the beginning of this generation in part 
thanks to its larger IB

• The Xbox 360’s one-year lead on the PS3 and the latter’s mismanaged launch 
certainly had a great impact on the sizable gap between publisher sell-through 
metrics in that cycle

• However, the gap between the two new-gen platforms’ average units per SKU 
(when looking at the entire publisher pool) was not drastically larger on the PS4 
in 2013, and was actually larger on the Xbox One in 2014 and 2015

• This circumstance is the result of slightly stronger attach rates on the Xbox One 
but only a minimal difference in IBs

• Top 10 publishers generated PS4 sales between 1.1x and 2.1x higher in terms 
of units/SKU compared to the average for all publishers, with the average for all 
years sitting at 1.6x
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K E Y Analysis only covers new releases (first 12 months of sales)

ANALYSIS OF UNIT SALES BY ASSET CLASS
• Isolating to the top 10 publishers and averaging out 

all years between 2006 and 2015:
 AAA games made up 41% of SKUs, but 78% of total unit 

sales
 AA games made up 39% of SKUs,  but 18% of total unit 

sales
 A games made up 21% of SKUs, but only 4% of total unit 

sales

• Combining all publishers, the picture was very 
similar:
 AAA games made up 38% of SKUs, but 79% of total unit 

sales
 AA games made up 40% of SKUs,  but 17% of total unit 

sales
 A games made up 22% of SKUs, but only 3% of total unit 

sales

• Top 10 publishers generated over double the 
number of units sold for the average publisher for 
most years
 Although top 10 publishers outsold the all publisher segment 

in all three asset classes across all years, the spread was 
larger in the lower asset classes

 On average across all years from 2006-2015, the average 
top 10 publisher sold 116% more units than the average 
overall publisher in the AAA category, 134% more in the AA 
category and 166% more in the A category0M 2M 4M 6M 8M 10M 12M
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ANALYSIS OF SKU COUNT BY ASSET CLASS
• Surprisingly, although it would seem most 

conceivable that the top publishers would focus 
on AAA releases, the asset class distribution for 
the top 10 publisher category was 40% AAA 
SKUs, 40% AA SKUs and 20% A SKUs
 This pattern is seemingly partly a result of 

publishers with more financial resources paying 
for licensed tie-ins in lower-quality games

 The reputation of top publishers also acts as a 
promotional tool for second-rate games

• Averaging all years, the average publisher 
released 3 A SKUs, 6 AA SKUs and 6 AAA SKUs 
while the average top 10 publisher released 5 A 
SKUs, 10 AA SKUs and 10 AAA SKUs

• This balance suggests that the average top 10 
publisher sold 120% more units but from only 
68% more SKUs per year than the average 
publisher
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A CLOSER LOOK AT ASSET CLASS AAA
• Taking a straight average of all publishers, 

2007 through 2011 brought in the most 
units per SKU released for AAA titles

• 2011, however, is also the year where the 
attach rate per SKU receded to its lowest 
level and then grew in the following years 
thanks to the release of the Wii U and 
subsequent release of the PS4 and Xbox 
One, which in turn raised the average 
attach rate per SKU

• The 9-year CAGR for units/SKU per 
publisher was up 1% for top 10 publishers 
and down 3% for all publishers

• The average top 10 publisher generated 
approximately 1.2x more units per SKU 
than the average overall publisher in the 
AAA asset class
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A CLOSER LOOK AT ASSET CLASS AA 
• On average over the 2006 through 2015 

time period, AA games generated 76% 
fewer units per SKU than AAA games for 
top 10 publishers, and 79% fewer units per 
SKU for all publishers

• The 9-year CAGR for units/SKU per 
publisher was flat for top 10 publishers and 
down 6% for all publishers

• The AA category saw the most volatility in 
terms of units sold per SKU with an 
oscillating trend rather than the consistent 
downward trend observed in the AAA and A 
categories post-2008

• The average top 10 publisher generated 
approximately 1.5x more units per SKU 
than the average overall publisher in the 
AA asset class
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A CLOSER LOOK AT ASSET CLASS A
• On average over the 2006 through 2015 

time period, A games generated 59% 
fewer units per SKU than AA games for 
top 10 publishers, and 63% fewer units 
per SKU for all publishers

• Additionally, A games generated 90% 
fewer units per SKU than AAA games for 
top 10 publishers, and 92% fewer units 
per SKU for all publishers

• The 9-year CAGR for units/SKU per 
publisher was down 8% for top 10 
publishers and down 14% for all 
publishers

• The average top 10 publisher generated 
approximately 1.7x more units per SKU 
than the average overall publisher in the 
A asset class
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SHIFTING DYNAMICS OF CONSOLE GAME PUBLISHING
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SW Pricing by Platform – Adjusted for Inflation

• Video game software pricing at launch can generally be separated in three tranches when looking at things historically:
 The first tranche spanned from the launch of the PlayStation all the way through to the release of the first Xbox—SW titles retailed for $49.99 across the 

board
 The second period featured mixed SW pricing, with PS3 and X360 SW retailing for $59.99 and Wii SW $10 cheaper at $49.99 
 The third tranche comprises the 8th gen console SW, all of which cost $59.99 

• On the surface, it appears that video game software launch prices have steadily increased over the years, however, when prices are adjusted for 
inflation, it becomes clear that video games have gotten cheaper relative to present day CPI (consumer price index)

• Though COGS may have fallen over the years, many publishers are still faced with shrinking margins on full game boxed products
• To combat these shrinking margins, publishers have turned to new methods of shoring up their bottom-line, including add-on DLC, in-game 

microtransactions, and releasing games episodically 

PS N64 PS2 XBX
X360

WII

PS3 NWU PS4
XBO

$40

$50

$60

$70

$80

$90

19
94

19
96

19
98

20
00

20
02

20
04

20
06

20
08

20
10

20
12

20
14

20
16

SW Pricing by Platform – Nominal Value
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THE HISTORY OF DLC – CONSOLE GEN 6

Sixth Generation Seventh Generation Eighth Generation

1998/1999
While video game expansion packs have been an industry staple for decades, digital add-on DLC for 
console games first appeared on the Sega Dreamcast. Hamstringed by shoddy broadband connections 
and a small memory, the amount and utility of the content offered was extremely minimal.

November 2002
It wasn’t until the launch of the first Xbox that downloadable content truly 
became a mainstay on consoles. Available through the Xbox Live service, 
gamers were able to access new downloadable content for titles such as 
Halo 2 and Splinter Cell. The vast majority of DLC available on Xbox Live 
was free in the early days.

2003-2005
As network infrastructure and hardware capabilities continued to 
improve, the advent of digital disruption on the traditional console 
game publishing model began to take shape 
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THE HISTORY OF DLC – CONSOLE GEN 7

Sixth Generation Seventh Generation Eighth Generation

2005
The 7th console generation is when things really started to shift in terms 
of game publishing economics. The Xbox Live Marketplace had its own 
section in the Xbox 360 interface. Coupled with Microsoft’s new 
Microsoft Points currency, which removed some of the payment friction 
of purchasing content online via consoles, paid DLC began to take off.

Publishers soon began to experiment with their shiny new DLC toy, searching for novel methods of expanding the earning 
potential of games. While some bets panned out in the early days, many flopped and/or soured relationships with customers.

2006
Nintendo and Sony soon followed suit. Both the Wii and 
PS3 prominently featured online stores where DLC 
could be purchased. Nintendo and Sony also rolled out 
versions of their own points currencies to ease payment 
friction associated with online purchasing.

One of the first DLC controversies came with 
Bethesda’s Horse Armor DLC for The Elder 
Scrolls IV: Oblivion, which angered 
customers because the upgrade was merely 
cosmetic; the Horse Armor did not increase 
in-game performance in any way. 

Interestingly enough, almost a 
decade later, cosmetic upgrades 

are now a key norm in the 
gaming industry and are arguably 

the predominant vehicle for 
monetization for F2P PC games

Another instance of DLC gone wrong occurred with 2006’s Gran Turismo HD. 
Sony’s plan of releasing Gran Turismo HD with minimal content at launch, 
planning to add depth to the game via successive DLC purchases, damaged 
relations with consumers. Though eventually cancelled, Gran Turismo HD 
served a purpose in introducing gamers to business models that would soon 
become commonplace in the industry.
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CURRENT GENERATION DLC STRATEGY

Sixth Generation Seventh Generation Eighth Generation

These days, DLC plans are 
almost always preconceived 
prior to a game’s release, with 
dates and descriptions of the 
content to be released made 
available to fans before or 
slightly after launch.

Ranging from relatively 
inexpensive map packs to full 
blown game expansions that can 
cost as much as $40, DLC gives 
publishers an opportunity to build 
upon their existing projects while 
also further monetizing users.

In the current console generation, DLC is a key 
component in the game publishing business 
model. While still a touchy territory for some 
gamers and therefore must be navigated with 
sensitivity, DLC has come to be expected for 
nearly every major console release.

Season passes have emerged as a vital part of any 
AAA game’s DLC strategy. Usually priced at $50, 
season passes have their pros and cons. If a consumer 
ends up playing enough DLC that, if purchased 
separately, it would have exceeded the cost of a 
season pass, it’s a win for the consumer, but leaves 
money on the table for the publisher, and vice versa. 
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SIZING THE DLC OPPORTUNITY
• In the current games landscape, whether released in the form of a grandiose expansion pack or a 

simple character add-on, DLC is perhaps the most effective tool publishers have in shoring up their 
bottom line
 According to survey data compiled by game monetization consultant FamousAspect, more than half of all 

AAA game buyers end up purchasing DLC for a game
 Compounded over millions of users purchasing varying amounts of content, the true impact of DLC is 

material
• When done correctly, DLC can add considerable LTV to a game, but if executed poorly, can 

absolutely demolish a title’s sales potential 
• Ultimately, the importance of DLC will only grow in the coming years. As digital infrastructure 

continues to improve, so too will the prevalence of DLC on console games.
• By IDG’s estimates, paid DLC digital purchases accounted for approximately $2.1B in 2015 and will 

reach $4.8B by 2020
 When accounting for DLC purchases made at brick & mortar retailers or via ecommerce sites like Amazon, 

worldwide DLC revenue easily eclipsed $3B worldwide in 2015
▲ By 2020, console game DLC will account for approximately 24% of total revenue generated in digital console gaming
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DLC DO’S AND DON’TS
In terms of the types of DLC most effective in converting players, there is no surefire recipe for 
success, but there are general best practices and missteps to avoid…

On Content
Ensuring that the base game is indeed a finished 
product with plentiful content is the most important 
consideration to take into account when pursuing 
a DLC strategy. Gamers are far more likely to 
spring for a DLC purchase, whether a one-off buy 
or a full season pass, when they feel satisfied with 
their initial $60 full game purchase.

Major DLC expansions that revamp gameplay or 
add tangential offshoots to the game’s story arc 
are often quite successful 

Releasing a bare bones game with an 
accompanying DLC release roadmap will 
undeniably anger consumers and ignite negative 
sentiments surrounding a game 

DLC that offers the same gameplay mechanics 
and story arc generally come off as money grabs 
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DLC DO’S AND DON’TS (CONT’D)
On Timing

For games that are strong on content, DLC roadmaps are 
an effective way to communicate the value proposition of 
DLC and can signal to users a strong commitment to the 
game on the developer’s part; these roadmaps are 
especially potent in driving season pass purchases

Most successful DLC expansions are generally released a 
fair amount of time (2-3 months) after a title’s initial launch

One way to mitigate backlash from Day 1 DLC is to 
position it as a part of a pre-order bonus or platform-
exclusivity promotion

Good times to release DLC are during the slower summer 
months when there are few new games released, or even 
a few weeks after the launch of a competitor title. While 
the newer game may initially attract players away, a strong 
DLC can re-engage players and bring them back into the 
fold.

Games that are weak on launch content should 
steer clear from releasing a DLC roadmap early 
on as it is likely to engender distrust among 
consumers

Major DLC expansions released within a month 
or two of the title’s launch are best avoided as it 
gives off the perception that certain parts of the 
game were deliberately left out

Although it has become a commonplace 
practice with major AAA releases, Day 1 DLC 
remains a sore subject for most gamers
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DLC DO’S IN ACTION

• While The Taken King is priced considerably higher 
than the average DLC expansion ($40), it was not a 
deal breaker for gamers

• Released one year and 2 expansions after the 
original Destiny launched, The Taken King actually 
improved and built upon Destiny’s core gameplay 
loops and mechanics 

• A new campaign, new game subclasses, weapons, 
missions, and maps shaped consumer perception 
surrounding the expansion, allowing it to become 
one of the most successful DLC releases in recent 
memory

• Not only was The Taken King successful via digital 
distribution (it was the top seller on PS4 and PS3 in 
the PSN store for the month of September), it also 
sold upwards of 1.5M units at retail in the US

An example of successful DLC that incorporates many best practices includes Destiny’s The Taken 
King expansion, which broke digital sales records in the PlayStation Store on its launch day
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DLC DO’S IN ACTION (CONT’D)

• Smaller add-ons like The Witcher 3: Hearts of Stone 
expansion or Mortal Kombat X Kombat character packs are 
also effective methods of monetizing users

• In the case of The Witcher 3: Hearts of Stone, the 
moderately-priced expansion ($10) is its own self-contained 
experience, giving gamers an additional 10 hours or so of 
gameplay 
 The Witcher 3: Hearts of Stone exists as a standalone story, while 

simultaneously adding more depth and content to The Witcher 3 
base experience at a reasonable price point

• A different form of DLC, Mortal Kombat X Kombat packs add 
more depth to the base game via the addition of new 
compelling characters 
 While character packs can often upset gamers, WBIE avoided 

negative backlash by giving the base game a strong cast of 
characters at launch 

 Furthermore, the new characters offered in the Kombat packs are 
merely ‘nice-to-haves’ and do not upset the balancing issues 
within the game

Large-scale DLC expansions are not the only option, however
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DLC DON’TS IN ACTION

• Though launch day DLC isn’t always a sticking point for 
gamers, Evolve’s Day 1 DLC caused a fair bit of outcry
 In total, all the downloadable add-ons available the day 

Evolve launched costed well over $100
 The effects of this misstep were far reaching and irreparably 

damaged consumer perceptions surrounding the title 
• Despite being a solid game overall, Batman: Arkham 

Knight’s DLC Season Pass offering was arguably one of 
the weakest in recent memory
 Filled with items and characters that made minimal impact on 

performance as well as game modes that did not expand 
upon the game’s plot or gameplay, Batman: Arkham Knight’s 
DLC offering faced some criticism

For all the examples of properly executed DLC, there are countless cases of flubbed DLC releases. 
From improper timing, weak value proposition, or repackaging content that should have been included 
in the base game, few things can upset the gamer base as uniformly as a questionable DLC launch. 
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MORE DLC BEST PRACTICES – CONSIDER FREE

• Though its monetary impact is negative in the short-term, free DLC offerings are becoming 
increasingly common in AAA games. Whether released as a surprise treat to gamers or revealed in 
the early days of the game’s release via a DLC roadmap, free content engenders positive sentiments 
from gamers while keeping them engaged in the game for a longer period of time. 
 Games such as The Division, The Witcher 3: Wild Hunt, Halo 5: Guardians, and Grand Theft Auto V all 

include options for free DLC 
▲ While the offering is relatively small, free DLC’s relative value to consumers is considerable and a key engagement driver 

in getting players invested in a game, which can lead to additional DLC purchases down the road
 Capcom took an interesting approach to free DLC with Street Fighter V by making all extra content 

purchasable with real money or via “Fight Money”, which is an in-game currency that can be earned through 
gameplay

 While methods of deploying free content differ, it nonetheless should be a component of all DLC plans as 
long as it does not undermine affiliated paid DLC
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NEW MODELS IN DIGITAL CONTENT CREATION
Ultimate Team Mode
• In recent years, game-makers have further experimented with DLC, tweaking game modes and 

game structure to better complement and take advantage of the transition to digital
 Examples include EA’s FIFA Ultimate Team Mode, which is technically a form of DLC, but more closely 

resembles in-game microtransactions that are seen in F2P mobile and PC games, specifically in card-battle 
games 

• First released in FIFA 09, FIFA Ultimate Team has quickly become the most popular game mode in 
the FIFA series 
 Allowing players to assemble and manage teams in real time via downloadable player card packs, Ultimate 

Team seamlessly blends freemium mechanics in a premium game 
 With each new iteration in the FIFA franchise, EA has improved the Ultimate Team mode, adding increased 

functionality and more immersive features
▲ In 2012, EA released Ultimate Team web and mobile companion apps, which allowed users to manage their teams while 

away from their console, thereby increasing user engagement while also introducing new potential monetization streams 
 Now available in EA’s Madden and NHL franchises, Ultimate Team is a key driver of EA’s extra content 

business 
▲ In FY 2016, EA’s Ultimate Team business contributed nearly $650M in revenue to EA’s bottom line, accounting for 27% of 

EA digital revenue 
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NEW MODELS IN DIGITAL CONTENT CREATION (CONT’D)

Episodic Content
• First introduced as a supplemental business model to build upon the initial $60 game release, 

episodic content has morphed into its own standalone offering in a handful of business cases
 Games like Life is Strange and the new Hitman game, both from Square Enix, are published episodically, with 

the first part of the game released as a $15 intro pack and subsequent content packs that further the story 
released at set intervals for $10 

 While this model has its fair share of pros and cons, it nonetheless presents an interesting way for publishers 
to test out new game concepts without entirely committing to a full game

▲ Con: The quality of a game is paramount with the episodic content business model, as purchases of subsequent chapters 
will be lost if the preceding ones do not impress their audiences

▲ Pro: Due to the lower starting price point, a game will sell significantly more of its initial chapter than it would have 
managed to sell if sold in its entirety at a full-game $60 price point. And if a game can continue to attract an audience 
beyond 5 episodes, it will have generated more revenue than a game released in the traditional format at a $60 price 
point.

 As digital distribution continues to gain steam, IDG believes that so too will the business model of episodically 
released games on console in certain business cases
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A Multi-console + PC  Breakeven

AA Multi-console + PC  Breakeven

AAA Multi-console + PC 
Breakeven

METHODOLOGY – BREAKEVEN ANALYSIS
• IDG used the multi-console AAA category as a yardstick by which other asset classes’ and platform exclusives’ breakeven analysis was derived
• Within the multi-console release bucket, a percentage assumption was tacked on to certain costs associated with a title’s launch (e.g. marketing budget for AA title 

estimated to be ~70% of marketing budget for AAA title and development budget for AA title estimated to be ~60% of development budget for AAA title), as well as 
other metrics that play a role in the profitability of a title (e.g. launch ARP for AA title is ~$5 less than the launch ARP of a AAA title)

• The same methodology was applied laterally when estimating the breakeven levels for a AAA Xbox and PlayStation exclusive and a Nintendo exclusive title

AAA Multi-console BreakevenBaseline

Downgrade %

Downgrade %

AAA Xbox or PlayStation 
Exclusive Breakeven

AA Xbox or PlayStation Exclusive 
Breakeven

A Xbox or PlayStation Exclusive 
Breakeven

AAA Nintendo Exclusive 
Breakeven

AA Nintendo Exclusive
Breakeven

A Nintendo Exclusive
Breakeven

Downgrade %

Downgrade %

Downgrade %

Downgrade %

Downgrade % Downgrade %

AA Multi-console Breakeven

A Multi-console Breakeven

Change %

Downgrade %

Downgrade %

Year →
Asset Class ↓

2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 + Digital + Special 
Edition

A 123K 337K 337K 408K 463K 492K 553K 619K 658K 720K 735K 773K 664K 661K
AA 173K 532K 532K 627K 712K 755K 829K 947K 1,042K 1,177K 1,311K 1,528K 1,367K 1,327K

AAA 259K 874K 874K 1,008K 1,143K 1,213K 1,311K 1,527K 1,740K 2,008K 2,422K 3,119K 2,874K 2,782K
A 116K 318K 318K 384K 435K 462K 517K 586K 623K 685K 700K 739K 624K 624K

AA 164K 503K 503K 592K 671K 711K 778K 899K 990K 1,018K 1,225K 1,461K 1,287K 1,255K
AAA 243K 825K 825K 951K 1,077K 1,142K 1,232K 1,450K 1,653K 1,920K 2,321K 3,003K 2,733K 2,654K

A 99K 263K 263K 318K 361K 383K 430K 482K 512K 563K 574K 603K 518K 515K
AA 139K 410K 410K 483K 548K 582K 636K 728K 801K 912K 1,016K 1,184K 1,060K 1,029K

AAA 199K 660K 660K 761K 863K 916K 985K 1,150K 1,310K 1,537K 1,859K 2,399K 2,210K 2,140K
A 79K 268K 206K 250K 283K 301K 337K 377K 384K 432K 435K 456K 423K n/a

AA 111K 403K 319K 376K 426K 452K 493K 565K 582K 691K 761K 886K 839K n/a
AAA 159K 624K 506K 583K 661K 701K 751K 878K 978K 1,144K 1,372K 1,774K 1,704K n/a

Units to Breakeven

Nintendo Exclusive

Xbox & PlayStation 
Exclusive

Multi-Console

Multi-Console + PC
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FINDINGS – BREAKEVEN ANALYSIS
• With escalating development and marketing costs, IDG estimates that the number of units required 

for a title to breakeven tripled between 2006 and 2015
 The breakeven analysis portends that a AAA title on both Xbox One and PS4 would require ~3.1 million units 

sold worldwide across all platforms in order to take in a profit
 Although a platform exclusive title has a lower bar to meet in terms of sales volume due to lower production 

costs and a platform exclusive title has the potential to drum up more buzz and dialogue in the social media 
spheres, IDG believes that the collective releases across multiple platforms can more than make up for the 
25% lower breakeven point that platform exclusive titles hold

• Some franchises have been halted or discontinued over the years due to a multitude of reasons, 
one being publishers’ difficulties navigating the shifting economies from a goods-based business to 
a mixed retail-and-digital economy
 Franchises that have vanished include SOCOM, Turok, Command and Conquer, and College Hoops
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ADDED SERVICES ARE A KEY TOPLINE SUPPLEMENT
• Publishers stand to profit greatly from publishing follow-on DLC to offset these mounting costs
 While additional development costs tied to most types of downloadable content have remained fairly constant 

over the years, the population of gamers who now look to supplement the gaming experience with additional 
content through online channels has expanded. Moreover, publishers themselves are increasingly leveraging 
follow-on DLC as a critical part of the overall release cadence of key IP.

• Another tactic that many AAA publishers have been leveraging to mitigate risks with their DLC 
strategy is to sell Season Passes that grant the purchaser Day 1 access to all subsequently 
released DLC packages

Launch 1 Year Later
Sa

les

Sales Tail Management of a Typical AAA Game Season Passes are generally priced at $50 and 
therefore appeal mainly to the most dedicated fans of a 
particular franchise, as games on average require the 
purchase of 4 or more DLC at their individual prices to 
make the value of a Season Pass worthwhile

• Lastly, for the cost-conscious gamer with 
forbearance, publishers release “Complete” editions 
of games, which include the base game + all or most 
DLC, usually for the price of the original game

Complete 
Edition

Limited 
Edition

DLC

DLC
DLC

Season 
Pass
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THE CONSOLE MODEL HAS DIVERSIFIED DIGITALLY
• One of the most significant changes that has affected IDG’s breakeven analysis between the last 

generation of consoles and the current one, has been the transition of the market from a consumer 
packaged goods model to a digital games-as-a-service (GaaS) model with freemium/free-to-play 
helping to lead the way

• Therefore, IDG’s breakeven analysis on the current generation of consoles adds a few alternate 
scenarios to the basic one:
 + Digital – Most console games today receive a day-and-date release between its retail and digital versions. 

Wii U is the only platform on which this trend is not universal but is becoming increasingly common.
 + Special Edition – Nearly every AAA console game on the PS4 and Xbox One, and even many games in the 

A/AA asset classes, release with special editions to complement the base game. The only platform on which 
this was the exception rather than the norm was the Wii U, and so this scenario is omitted from this platform 
only.

 Add-on DLC – Since add-on DLC has become the standard across nearly every asset class, in addition to 
sales of the base game, IDG calculated the number of DLC purchases that would need to be made for the 
additional investment in DLC to break even 

 GaaS – Lastly, for the AAA asset class only, IDG modeled the costs and revenues associated with operating 
games as a service
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Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price (physical) $49.99 $59.99 $59.99 $59.99 $89.99
Retail margin $10.00 $12.00 $12.00 $18.00 $18.00
Wholesale price $39.99 $47.99 $47.99 $41.99 $71.99

Returns / price reserve $4.00 $4.80 $4.32 n/a $6.48
Net wholesale $35.99 $43.19 $43.67 $41.99 $65.51

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $6.00 $7.20 $6.00 n/a $9.00
Total cost of goods $9.50 $10.85 $9.50 n/a $14.00
COG as %  of retail 19.0% 18.1% 15.8% 0.0% 15.6%

Gross margin $26.49 $32.34 $34.17 $41.99 $51.51
53.0% 53.9% 57.0% 70.0% 57.2%

Other variable costs
Co-op / trade marketing $1.20 $1.44 $1.44 n/a $2.16
Distribution fees $1.20 $1.44 $1.44 n/a $2.16
MARGINAL PROFIT $24.09 $29.46 $31.29 $41.99 $47.19

48.2% 49.1% 52.2% 70.0% 52.4%
Marketing and development costs
Product development $5.0M $26.0M
Marketing spend $1.2M $7.7M
Total fixed costs $6.2M $33.7M
Units to breakeven 0.26M 1.14M 3.13M 2.88M 2.79M

$70.0M
$27.9M
$97.9M

BREAKEVEN ANALYSIS – AAA MULTI-PLATFORM
There is no “Best” scenario 
depicted, as the best case 

scenario would be 
essentially boundless

AAA – 2015 Summary of Costs
Total Development Budget: ~$80M w/ 15% allocated to DLC

Total Marketing Budget: ~$30M w/ 10% allocated to DLC

In the AAA “Better” scenario, the average # of purchases and average 
spend together roughly equate the average cost of a Season Pass, $50

While the 30% revenue share for digital games is technically a platform 
royalty, this amount has already been accounted for as “Retail margin”

Although there 
is not a 

traditional 
co-op/trade 

marketing 
line item 

for Digital, 
there are 

cases when
a 3rd party 
publisher 
strikes a 

special promo 
deal with the 

platform 
holder for 

digital 
full-game 

download or 
add-on DLC

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 25% 30% 35%
Avg # of purchases per paying customer 2.5x 3.5x 4.5x
# of downloads 1.8M 3.0M 4.5M

Average spend per purchase $4.00 $8.00 $12.00
Gross online revenue $7.2M $24.1M $54.3M

Platform royalty $2.2M $7.2M $16.3M
Net revenues $5.0M $16.9M $38.0M

Additional marketing
Additional dev costs
Online profit ($10.4M) $1.5M $22.6M
Marginal profit per download ($5.79) $0.49 $4.99

Online break-even 5.51M 2.75M 1.84M
Percent of retail 191.7% 95.8% 63.9%

$3.1M
$12.4M
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AAA MULTI-PLATFORM – GAAS MODEL
Many AAA games these days are operated within a Games as a Service framework with a heavy emphasis on online multiplayer, which 
requires live ops support, and in some cases, dedicated servers. 
The scenario outlined on this slide is based on the “+Digital” scenario for the base game and the “Better” scenario for add-on DLC. 

Due to sales mix-shift turning in favor of DLC 
(which generally boasts higher margins), 

gross margin improves over time.

Infrastructure covers the costs of 
servers, data centers, security, etc. In 

some cases, server infrastructure costs 
are handled by the platform holder 

(Sony, Microsoft, or Nintendo), while in 
other cases, there is a shared cost 
structure between 1st and 3rd party. 

There is no industry standard yet; the 
exact split is negotiated differently for 

each individual game based on its 
unique needs.

Games as a Service Pre-launch Year 1 Year 2 Year 3 
(optional)

Revenue
Base game purchase $120.7M $51.7M $8.6M
Add-on DLC $27.2M $27.2M $27.2M
Total revenue $147.8M $78.9M $35.8M

Variable Costs
Infrastructure $14.8M $6.3M $1.8M
Live ops support $0.9M $0.8M $0.6M
COGS, royalties, etc. $60.5M $30.6M $11.9M
Total variable costs $76.2M $37.7M $14.3M

Gross Revenue $71.7M $41.2M $21.5M
Gross Margin 48% 52% 60%

Fixed Costs
Product Development $70.0M $6.8M $5.6M n/a
Marketing Spend $27.6M $2.5M $0.6M n/a
Total fixed costs $97.6M $9.2M $6.2M $0.0M

Cumulative profit ($97.6M) ($35.2M) ($0.2M) $21.3M
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BREAKEVEN ANALYSIS – AA MULTI-PLATFORM

AA – 2015 Summary of Costs
Total Development Budget: ~$35M w/ 7% allocated to DLC

Total Marketing Budget: ~$10M w/ 5% allocated to DLC

Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price $44.99 $53.99 $52.99 $52.99 $69.99
Retail margin $9.00 $10.80 $10.60 $15.90 $14.00
Wholesale price $35.99 $43.19 $42.39 $37.09 $55.99

Returns / price reserve $3.60 $4.32 $3.82 n/a $5.04
Net wholesale $32.39 $38.87 $38.58 $37.09 $50.95

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $5.40 $6.48 $5.30 n/a $7.00
Total cost of goods $8.90 $10.13 $8.80 n/a $12.00
COG as %  of retail 19.8% 18.8% 16.6% 0.0% 17.1%

Gross margin $23.49 $28.74 $29.78 $37.09 $38.95
52.2% 53.2% 56.2% 70.0% 55.7%

Other variable costs
Co-op / trade marketing $1.08 $1.30 $1.27 n/a $1.68
Distribution fees $1.08 $1.30 $1.27 n/a $1.68
MARGINAL PROFIT $21.33 $26.15 $27.23 $37.09 $35.59

47.4% 48.4% 51.4% 70.0% 50.9%
Marketing and development costs
Product development $3.0M $15.6M
Marketing spend $0.7M $3.0M
Total fixed costs $3.7M $18.6M
Units to breakeven 0.17M 0.71M 1.53M 1.37M 1.33M

$31.5M
$10.2M
$41.7M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 16% 21% 26%
Avg # of purchases per paying customer 1.3x 2.3x 3.3x
# of downloads 279K 653K 1164K

Average spend per purchase $2.80 $5.60 $8.40
Gross online revenue $0.8M $3.7M $9.8M

Platform royalty $0.2M $1.1M $2.9M
Net revenues $0.5M $2.6M $6.8M

Additional marketing
Additional dev costs
Online profit ($2.2M) ($0.2M) $4.1M
Marginal profit per download ($7.92) ($0.30) $3.51

Online break-even 1.10M 0.31M 0.14M
Percent of retail 80.7% 22.6% 10.5%

$0.5M
$2.3M
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BREAKEVEN ANALYSIS – A MULTI-PLATFORM

A – 2015 Summary of Costs
Total Development Budget: ~$15M w/ 3% allocated to DLC

Total Marketing Budget: ~$4M w/ 2% allocated to DLC

Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price $39.99 $47.99 $45.99 $45.99 $49.99
Retail margin $8.00 $9.60 $9.20 $13.80 $10.00
Wholesale price $31.99 $38.39 $36.79 $32.19 $39.99

Returns / price reserve $3.20 $3.84 $3.31 n/a $3.60
Net wholesale $28.79 $34.55 $33.48 $32.19 $36.39

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $4.80 $5.76 $4.60 n/a $5.00
Total cost of goods $8.30 $9.41 $8.10 n/a $10.00
COG as %  of retail 20.8% 19.6% 17.6% 0.0% 20.0%

Gross margin $20.49 $25.14 $25.38 $32.19 $26.39
51.2% 52.4% 55.2% 70.0% 52.8%

Other variable costs
Co-op / trade marketing $0.96 $1.15 $1.10 n/a $1.20
Distribution fees $0.96 $1.15 $1.10 n/a $1.20
MARGINAL PROFIT $18.57 $22.84 $23.17 $32.19 $23.99

46.4% 47.6% 50.4% 70.0% 48.0%
Marketing and development costs
Product development $1.8M $9.4M
Marketing spend $0.5M $1.2M
Total fixed costs $2.3M $10.6M
Units to breakeven 0.12M 0.46M 0.77M 0.66M 0.66M

$14.2M
$3.8M

$17.9M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 10% 15% 20%
Avg # of purchases per paying customer 1.0x 1.5x 2.5x
# of downloads 64K 144K 324K

Average spend per purchase $1.96 $3.92 $5.88
Gross online revenue $0.1M $0.6M $1.9M

Platform royalty $0.0M $0.2M $0.6M
Net revenues $0.1M $0.4M $1.3M

Additional marketing
Additional dev costs
Online profit ($0.4M) ($0.1M) $0.8M
Marginal profit per download ($6.72) ($0.87) $2.51

Online break-even 0.38M 0.13M 0.05M
Percent of retail 57.2% 19.4% 7.7%

$0.1M
$0.4M
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Base Game 2000
(Xbox/PS2/PC)

2008
(X360/PS3/PC)

2015
(XBO/PS4/PC)

+ Digital + Special 
Edition

Retail price (physical) $49.99 $59.99 $59.99 $59.99 $89.99
Retail margin $10.00 $12.00 $12.00 $18.00 $18.00
Wholesale price $39.99 $47.99 $47.99 $41.99 $71.99

Returns / price protection reserve $4.80 $5.76 $5.62 n/a $8.42
Net wholesale $35.19 $42.23 $42.38 $41.99 $63.57

Cost of goods
Manufacturing cost $2.63 $2.74 $2.63 n/a $5.00
Platform holder's royalty $4.80 $5.76 $4.80 n/a $7.20
Total cost of goods $7.42 $8.50 $7.42 $0.00 $12.20
COGS as %  of retail 14.9% 14.2% 12.4% 0.0% 13.6%

Gross margin $27.77 $33.74 $34.95 $41.99 $51.37
55.5% 56.2% 58.3% 70.0% 57.1%

Other variable costs
Co-op / trade marketing $1.20 $1.44 $1.44 n/a $2.16
Distribution fees $1.20 $1.44 $1.44 n/a $2.16
MARGINAL PROFIT $25.37 $30.86 $32.07 $41.99 $47.05

50.7% 51.4% 53.5% 70.0% 52.3%
Marketing and development costs
Product development $5.0M $26.0M
Marketing spend $1.2M $7.2M
Total fixed costs $6.2M $33.2M
Units to breakeven 0.24M 1.08M 3.01M 2.74M 2.66M

$70.0M
$26.6M
$96.6M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 25% 30% 35%
Avg # of purchases per paying customer 2.0x 3.0x 4.0x
# of downloads 1.4M 2.5M 3.8M

Average spend per purchase $4.00 $8.00 $12.00
Gross online revenue $5.5M $19.7M $46.0M

Platform royalty $1.6M $5.9M $13.8M
Net revenues $3.8M $13.8M $32.2M

Additional marketing
Additional dev costs
Online profit ($11.5M) $13.8M $32.2M
Marginal profit per download ($8.37) $5.60 $8.40

Online break-even 2.73M 0.91M 0.46M
Percent of retail 99.7% 33.2% 16.6%

$3.0M
$12.4M

BREAKEVEN ANALYSIS – AAA MULTI-PLATFORM + PC
The +PC scenario factors in a higher 

conversion rate of customers purchasing DLC

AAA – 2015 Summary of Costs
Total Development Budget: ~$80M w/ 15% allocated to DLC

Total Marketing Budget: ~$30M w/ 10% allocated to DLC

Both 
manufacturing 

costs and
royalty are lower 

in this scenario 
compared to the 

same scenario 
without a PC 

release

Returns are 
greater in this 

scenario due to 
PC compatibility 

issues
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AAA MULTI-PLATFORM + PC – GAAS MODEL
The scenario outlined on this slide is based on the “+Digital” scenario for the base game and the “Better” scenario for add-on DLC. 

Games as a Service Pre-launch Year 1 Year 2 Year 3 
(optional)

Revenue
Base game purchase $114.8M $49.2M $8.2M
Add-on DLC $29.5M $29.5M $29.5M
Total revenue $144.3M $78.7M $37.7M

Variable Costs
Infrastructure $14.4M $6.3M $1.9M
Live ops support $1.0M $0.9M $0.7M
COGS, royalties, etc. $56.2M $29.1M $12.2M
Total variable costs $71.6M $36.3M $14.8M

Gross Revenue $72.7M $42.4M $22.9M
Gross Margin 50% 54% 61%

Fixed Costs
Product Development $70.0M $6.8M $5.6M n/a
Marketing Spend $26.3M $2.3M $0.6M n/a
Total fixed costs $96.3M $9.1M $6.1M $0.0M

Cumulative profit ($96.3M) ($32.8M) $3.4M $26.3M
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BREAKEVEN ANALYSIS – AA MULTI-PLATFORM + PC

AA – 2015 Summary of Costs
Total Development Budget: ~$35M w/ 7% allocated to DLC

Total Marketing Budget: ~$10M w/ 5% allocated to DLC

Base Game 2000
(Xbox/PS2/PC)

2008
(X360/PS3/PC)

2015
(XBO/PS4/PC)

+ Digital + Special 
Edition

Retail price $44.99 $53.99 $52.99 $52.99 $69.99
Retail margin $9.00 $10.80 $10.60 $15.90 $14.00
Wholesale price $35.99 $43.19 $42.39 $37.09 $55.99

Returns / price reserve $4.32 $5.18 $4.96 n/a $6.55
Net wholesale $31.67 $38.01 $37.43 $37.09 $49.44

Cost of goods
Manufacturing cost $2.63 $2.74 $2.63 n/a $5.00
Platform holder's royalty $4.32 $5.18 $4.24 n/a $5.60
Total cost of goods $6.94 $7.92 $6.86 $0.00 $10.60
COGS as %  of retail 15.4% 14.7% 13.0% 0.0% 15.1%

Gross margin $24.73 $30.09 $30.57 $37.09 $38.84
55.0% 55.7% 57.7% 70.0% 55.5%

Other variable costs
Co-op / trade marketing $1.08 $1.30 $1.27 n/a $1.68
Distribution fees $1.08 $1.30 $1.27 n/a $1.68
MARGINAL PROFIT $22.57 $27.50 $28.02 $37.09 $35.48

50.2% 50.9% 52.9% 70.0% 50.7%
Marketing and development costs
Product development $3.0M $15.6M
Marketing spend $0.7M $2.8M
Total fixed costs $3.7M $18.4M
Units to breakeven 0.16M 0.67M 1.46M 1.29M 1.26M

$31.5M
$9.5M

$41.0M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 20% 25% 30%
Avg # of purchases per paying customer 1.3x 2.3x 3.3x
# of downloads 320K 717K 1244K

Average spend per purchase $2.80 $5.60 $8.40
Gross online revenue $.9M $4.0M $10.4M

Platform royalty $0.3M $1.2M $3.1M
Net revenues $0.6M $2.8M $7.3M

Additional marketing
Additional dev costs
Online profit ($2.1M) $0.1M $4.6M
Marginal profit per download ($6.55) $0.12 $3.69

Online break-even 1.09M 0.31M 0.14M
Percent of retail 84.7% 23.7% 11.0%

$0.4M
$2.3M
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BREAKEVEN ANALYSIS – A MULTI-PLATFORM + PC

A – 2015 Summary of Costs
Total Development Budget: ~$15M w/ 3% allocated to DLC

Total Marketing Budget: ~$4M w/ 2% allocated to DLC

Base Game 2000
(Xbox/PS2/PC)

2008
(X360/PS3/PC)

2015
(XBO/PS4/PC)

+ Digital + Special 
Edition

Retail price $39.99 $47.99 $45.99 $45.99 $49.99
Retail margin $8.00 $9.60 $9.20 $13.80 $10.00
Wholesale price $31.99 $38.39 $36.79 $32.19 $39.99

Returns / price reserve $3.84 $4.61 $4.30 n/a $4.68
Net wholesale $28.15 $33.78 $32.49 $32.19 $35.31

Cost of goods
Manufacturing cost $2.63 $2.74 $2.63 n/a $5.00
Platform holder's royalty $3.84 $4.61 $3.68 n/a $4.00
Total cost of goods $6.46 $7.34 $6.30 $0.00 $9.00
COGS as %  of retail 16.2% 15.3% 13.7% 0.0% 18.0%

Gross margin $21.69 $26.44 $26.18 $32.19 $26.31
54.2% 55.1% 56.9% 70.0% 52.6%

Other variable costs
Co-op / trade marketing $0.96 $1.15 $1.10 n/a $1.20
Distribution fees $0.96 $1.15 $1.10 n/a $1.20
MARGINAL PROFIT $19.77 $24.14 $23.98 $32.19 $23.91

49.4% 50.3% 52.1% 70.0% 47.8%
Marketing and development costs
Product development $1.8M $9.4M
Marketing spend $0.5M $1.1M
Total fixed costs $2.3M $10.5M
Units to breakeven 0.12M 0.44M 0.74M 0.62M 0.62M

$17.7M

$14.2M
$3.6M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 12% 17% 22%
Avg # of purchases per paying customer 1.0x 1.5x 2.5x
# of downloads 76K 158K 343K

Average spend per purchase $1.96 $3.92 $5.88
Gross online revenue $0.1M $0.6M $2.0M

Platform royalty $0.0M $0.2M $0.6M
Net revenues $0.1M $0.4M $1.4M

Additional marketing
Additional dev costs
Online profit ($0.4M) ($0.1M) $0.9M
Marginal profit per download ($5.46) ($0.53) $2.61

Online break-even 0.38M 0.13M 0.05M
Percent of retail 60.5% 20.4% 8.1%

$0.1M
$0.4M
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BREAKEVEN ANALYSIS – AAA XB & PS PLATFORM EXCLUSIVE

AAA – 2015 Summary of Costs
Total Development Budget: ~$70M w/ 15% allocated to DLC

Total Marketing Budget: ~$20M w/ 10% allocated to DLC

Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price $49.99 $59.99 $59.99 $59.99 $89.99
Retail margin $10.00 $12.00 $12.00 $18.00 $18.00
Wholesale price $39.99 $47.99 $47.99 $41.99 $71.99

Returns / price reserve $4.00 $4.80 $4.32 n/a $6.48
Net wholesale $35.99 $43.19 $43.67 $41.99 $65.51

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $6.00 $7.20 $6.00 n/a $9.00
Total cost of goods $9.50 $10.85 $9.50 n/a $14.00
COG as %  of retail 19.0% 18.1% 15.8% 0.0% 15.6%

Gross margin $26.49 $32.34 $34.17 $41.99 $51.51
53.0% 53.9% 57.0% 70.0% 57.2%

Other variable costs
Co-op / trade marketing $1.20 $1.44 $1.44 n/a $2.16
Distribution fees $1.20 $1.44 $1.44 n/a $2.16
MARGINAL PROFIT $24.09 $29.46 $31.29 $41.99 $47.19

48.2% 49.1% 52.2% 70.0% 52.4%
Marketing and development costs
Product development $4.0M $20.8M
Marketing spend $0.8M $4.6M
Total fixed costs $4.8M $25.4M
Units to breakeven 0.20M 0.86M 2.41M 2.22M 2.15M

$56.0M
$19.3M
$75.3M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 25% 30% 35%
Avg # of purchases per paying customer 2.5x 3.5x 4.5x
# of downloads 1.4M 2.3M 3.5M

Average spend per purchase $4.00 $8.00 $12.00
Gross online revenue $5.5M $18.6M $41.8M

Platform royalty $1.7M $5.6M $12.5M
Net revenues $3.9M $13.0M $29.2M

Additional marketing
Additional dev costs
Online profit ($8.1M) $1.0M $17.2M
Marginal profit per download ($5.89) $0.43 $4.95

Online break-even 1.71M 0.61M 0.32M
Percent of retail 77.6% 27.7% 14.4%

$2.1M
$9.9M
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AAA XB & PS PLATFORM EXCLUSIVE – GAAS MODEL

The scenario outlined on this slide is based on the “+Digital” scenario for the base game and the “Good” scenario for add-on DLC. In 
order to make the model more realistic, discounting on the ARP of the base game has been factored in. 

Games as a Service Pre-launch Year 1 Year 2 Year 3 
(optional)

Revenue
Base game purchase $92.8M $39.8M $6.6M
Add-on DLC $20.9M $20.9M $20.9M
Total revenue $113.7M $60.7M $27.5M

Variable Costs
Infrastructure $11.4M $4.9M $1.4M
Live ops support $0.7M $0.6M $0.4M
COGS, royalties, etc. $46.5M $23.5M $9.1M
Total variable costs $58.6M $29.0M $10.9M

Gross Revenue $55.1M $31.7M $16.6M
Gross Margin 48% 52% 60%

Fixed Costs
Product Development $56.0M $5.4M $4.4M n/a
Marketing Spend $19.1M $1.7M $0.4M n/a
Total fixed costs $75.1M $7.1M $4.9M $0.0M

Cumulative profit ($75.1M) ($27.1M) ($0.3M) $16.3M
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BREAKEVEN ANALYSIS – AA XB & PS PLATFORM EXCLUSIVE

AA – 2015 Summary of Costs
Total Development Budget: ~$27M w/ 7% allocated to DLC

Total Marketing Budget: ~$9M w/ 5% allocated to DLC

Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price $44.99 $53.99 $52.99 $52.99 $69.99
Retail margin $9.00 $10.80 $10.60 $15.90 $14.00
Wholesale price $35.99 $43.19 $42.39 $37.09 $55.99

Returns / price reserve $3.60 $4.32 $3.82 n/a $5.04
Net wholesale $32.39 $38.87 $38.58 $37.09 $50.95

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $5.40 $6.48 $5.30 n/a $7.00
Total cost of goods $8.90 $10.13 $8.80 n/a $12.00
COG as %  of retail 19.8% 18.8% 16.6% 0.0% 17.1%

Gross margin $23.49 $28.74 $29.78 $37.09 $38.95
52.2% 53.2% 56.2% 70.0% 55.7%

Other variable costs
Co-op / trade marketing $1.08 $1.30 $1.27 n/a $1.68
Distribution fees $1.08 $1.30 $1.27 n/a $1.68
MARGINAL PROFIT $21.33 $26.15 $27.23 $37.09 $35.59

47.4% 48.4% 51.4% 70.0% 50.9%
Marketing and development costs
Product development $2.4M $12.5M
Marketing spend $0.6M $1.9M
Total fixed costs $3.0M $14.3M
Units to breakeven 0.14M 0.55M 1.19M 1.06M 1.03M

$25.2M
$7.1M

$32.3M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 16% 21% 26%
Avg # of purchases per paying customer 1.3x 2.3x 3.3x
# of downloads 0.2M 0.5M 0.9M

Average spend per purchase $2.80 $5.60 $8.40
Gross online revenue $0.6M $2.8M $7.6M

Platform royalty $0.2M $0.9M $2.3M
Net revenues $0.4M $2.0M $5.3M

Additional marketing
Additional dev costs
Online profit ($1.7M) ($0.2M) $3.1M
Marginal profit per download ($8.02) ($0.34) $3.49

Online break-even 0.86M 0.24M 0.11M
Percent of retail 81.4% 22.8% 10.6%

$0.3M
$1.8M
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BREAKEVEN ANALYSIS – A XB & PS PLATFORM EXCLUSIVE

A – 2015 Summary of Costs
Total Development Budget: ~$12M w/ 3% allocated to DLC

Total Marketing Budget: ~$3M w/ 2% allocated to DLC

Base Game 2000
(Xbox/PS2)

2008
(X360/PS3)

2015
(XBO/PS4) + Digital + Special 

Edition
Retail price $39.99 $47.99 $45.99 $45.99 $49.99
Retail margin $8.00 $9.60 $9.20 $13.80 $10.00
Wholesale price $31.99 $38.39 $36.79 $32.19 $39.99

Returns / price reserve $3.20 $3.84 $3.31 n/a $3.60
Net wholesale $28.79 $34.55 $33.48 $32.19 $36.39

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a $5.00
Platform holder's royalty $4.80 $5.76 $4.60 n/a $5.00
Total cost of goods $8.30 $9.41 $8.10 n/a $10.00
COG as %  of retail 20.8% 19.6% 17.6% 0.0% 20.0%

Gross margin $20.49 $25.14 $25.38 $32.19 $26.39
51.2% 52.4% 55.2% 70.0% 52.8%

Other variable costs
Co-op / trade marketing $0.96 $1.15 $1.10 n/a $1.20
Distribution fees $0.96 $1.15 $1.10 n/a $1.20
MARGINAL PROFIT $18.57 $22.84 $23.17 $32.19 $23.99

46.4% 47.6% 50.4% 70.0% 48.0%
Marketing and development costs
Product development $1.4M $7.5M
Marketing spend $0.4M $0.8M
Total fixed costs $1.8M $8.2M
Units to breakeven 0.10M 0.36M 0.60M 0.52M 0.52M

$11.3M
$2.6M

$14.0M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 7% 12% 17%
Avg # of purchases per paying customer 1.0x 1.3x 2.3x
# of downloads 38K 80K 203K

Average spend per purchase $1.96 $3.92 $5.88
Gross online revenue $0.1M $0.3M $1.2M

Platform royalty $0.02M $0.1M $0.4M
Net revenues $0.1M $0.2M $0.8M

Additional marketing
Additional dev costs
Online profit ($0.4M) $0.2M $0.8M
Marginal profit per download ($9.54) $2.74 $4.12

Online break-even 299K 118K 44K
Percent of retail 57.7% 22.7% 8.5%

$0.1M
$0.4M
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Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 1% 6% 11%
Avg # of purchases per paying customer 1.0x 1.9x 2.9x
# of downloads 17K 197K 548K

Average spend per purchase $2.80 $5.60 $8.40
Gross online revenue $0.05M $1.1M $4.6M

Platform royalty $0.01M $0.3M $1.4M
Net revenues $0.03M $0.8M $3.2M

Additional marketing
Additional dev costs
Online profit ($4.6M) ($3.8M) ($1.4M)
Marginal profit per download ($267.54) ($19.41) ($2.50)

Online break-even 2.34M 0.61M 0.27M
Percent of retail 137.5% 35.7% 15.7%

$0.6M
$4.0M

Base Game 2000
(GC)

2008
(Wii)

2015
(Wii U) + Digital

Retail price $49.99 $59.99 $59.99 $59.99
Retail margin $10.00 $12.00 $12.00 $18.00
Wholesale price $39.99 $47.99 $47.99 $41.99

Returns / price reserve $4.00 $4.80 $4.32 n/a
Net wholesale $35.99 $43.19 $43.67 $41.99

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a
Platform holder's royalty $6.00 $7.20 $6.00 n/a
Total cost of goods $9.50 $10.85 $9.50 n/a
COG as %  of retail 19.0% 18.1% 15.8% 0.0%

Gross margin $26.49 $32.34 $34.17 $41.99
53.0% 53.9% 57.0% 70.0%

Other variable costs
Co-op / trade marketing $1.20 $1.44 $1.44 n/a
Distribution fees $1.20 $1.44 $1.44 n/a
MARGINAL PROFIT $24.09 $29.46 $31.29 $41.99

48.2% 49.1% 52.2% 70.0%
Marketing and development costs
Product development $3.2M $16.6M
Marketing spend $0.6M $2.8M
Total fixed costs $3.8M $19.5M
Units to breakeven 0.16M 0.66M 1.77M 1.70M

$44.8M
$10.7M
$55.5M

BREAKEVEN ANALYSIS – AAA NINTENDO PLATFORM EXCLUSIVE

AAA – 2015 Summary of Costs
Total Development Budget: ~$50M w/ 8% allocated to DLC

Total Marketing Budget: ~$11M w/ 5% allocated to DLC

Due to the low propensity of Nintendo games to release 
with a Special Edition, this scenario is not included

The Nintendo exclusive scenario also has generally lower 
conversion rates, ARPUs, and resources allocated to add-on DLC
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AAA NINTENDO PLATFORM EXCLUSIVE – GAAS MODEL

The scenario outlined on this slide is based on the “+Digital” scenario for the base game and the “Good” scenario for add-on DLC. In 
order to make the model more realistic, discounting on the ARP of the base game has been factored in. 

Games as a Service Pre-launch Year 1 Year 2 Year 3 
(optional)

Revenue
Base game purchase $71.6M $30.7M $5.1M
Add-on DLC $2.3M $2.3M $2.3M
Total revenue $73.9M $33.0M $7.4M

Variable Costs
Infrastructure $7.4M $2.6M $0.4M
Live ops support $0.6M $0.5M $0.0M
Royalties $33.4M $14.7M $3.0M
Total variable costs $41.4M $17.8M $3.4M

Gross Revenue $32.5M $15.1M $4.0M
Gross Margin 44% 46% 54%

Fixed Costs
Product Development $44.8M $2.2M $1.8M n/a
Marketing Spend $10.7M $0.5M $0.1M n/a
Total fixed costs $55.5M $2.7M $1.9M $0.0M

Cumulative profit ($55.5M) ($25.7M) ($12.5M) ($8.5M)
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BREAKEVEN ANALYSIS – AA NINTENDO PLATFORM EXCLUSIVE

AA – 2015 Summary of Costs
Total Development Budget: ~$20M w/ 4% allocated to DLC

Total Marketing Budget: ~$4M w/ 2% allocated to DLC

Base Game 2000
(GC)

2008
(Wii)

2015
(Wii U) + Digital

Retail price $44.99 $53.99 $52.99 $52.99
Retail margin $9.00 $10.80 $10.60 $15.90
Wholesale price $35.99 $43.19 $42.39 $37.09

Returns / price reserve $3.60 $4.32 $3.82 n/a
Net wholesale $32.39 $38.87 $38.58 $37.09

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a
Platform holder's royalty $5.40 $6.48 $5.30 n/a
Total cost of goods $8.90 $10.13 $8.80 n/a
COG as %  of retail 19.8% 18.8% 16.6% 0.0%

Gross margin $23.49 $28.74 $29.78 $37.09
52.2% 53.2% 56.2% 70.0%

Other variable costs
Co-op / trade marketing $1.08 $1.30 $1.27 n/a
Distribution fees $1.08 $1.30 $1.27 n/a
MARGINAL PROFIT $21.33 $26.15 $27.23 $37.09

47.4% 48.4% 51.4% 70.0%
Marketing and development costs
Product development $1.9M $10.0M
Marketing spend $0.4M $1.2M
Total fixed costs $2.4M $11.1M
Units to breakeven 0.11M 0.43M 0.89M 0.84M

$20.2M
$4.0M

$24.1M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 1% 4% 9%
Avg # of purchases per paying customer 1.0x 1.3x 2.3x
# of downloads 8K 44K 174K

Average spend per purchase $1.96 $3.92 $5.88
Gross online revenue $0.02M $0.2M $1.0M

Platform royalty $0.00M $0.1M $0.3M
Net revenues $0.01M $0.1M $0.7M

Additional marketing
Additional dev costs
Online profit ($0.9M) ($0.7M) ($0.2M)
Marginal profit per download ($102.20) ($16.96) ($0.88)

Online break-even 633K 253K 94K
Percent of retail 75.5% 30.2% 11.2%

$0.1M
$0.8M
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BREAKEVEN ANALYSIS – A NINTENDO PLATFORM EXCLUSIVE

A – 2015 Summary of Costs
Total Development Budget: ~$9M w/ 2% allocated to DLC
Total Marketing Budget: ~$1.5M w/ 1% allocated to DLC

Base Game 2000
(GC)

2008
(Wii)

2015
(Wii U) + Digital

Retail price $39.99 $47.99 $45.99 $45.99
Retail margin $8.00 $9.60 $9.20 $13.80
Wholesale price $31.99 $38.39 $36.79 $32.19

Returns / price reserve $3.20 $3.84 $3.31 n/a
Net wholesale $28.79 $34.55 $33.48 $32.19

Cost of goods
Manufacturing cost $3.50 $3.65 $3.50 n/a
Platform holder's royalty $4.80 $5.76 $4.60 n/a
Total cost of goods $8.30 $9.41 $8.10 n/a
COG as %  of retail 20.8% 19.6% 17.6% 0.0%

Gross margin $20.49 $25.14 $25.38 $32.19
51.2% 52.4% 55.2% 70.0%

Other variable costs
Co-op / trade marketing $0.96 $1.15 $1.10 n/a
Distribution fees $0.96 $1.15 $1.10 n/a
MARGINAL PROFIT $18.57 $22.84 $23.17 $32.19

46.4% 47.6% 50.4% 70.0%
Marketing and development costs
Product development $1.2M $6.0M
Marketing spend $0.3M $0.5M
Total fixed costs $1.5M $6.5M
Units to breakeven 0.08M 0.28M 0.46M 0.42M

$9.1M
$1.5M

$10.6M

Add-on DLC Bad 
Scenario

Good 
Scenario

Better 
Scenario

%  of  customers purchasing DLC 1% 3% 8%
Avg # of purchases per paying customer 1.0x 1.0x 2.0x
# of downloads 4K 12K 67K

Average spend per purchase $1.37 $2.74 $4.12
Gross online revenue $0.01M $0.0M $.3M

Platform royalty $0.00M $0.01M $0.1M
Net revenues $0.00M $0.02M $0.2M

Additional marketing
Additional dev costs
Online profit ($0.2M) ($0.1M) $0.0M
Marginal profit per download ($39.13) ($11.72) $0.36

Online break-even 0.18M 0.09M 0.03M
Percent of retail 41.7% 20.9% 7.0%

$0.02M
$0.15M
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F2P PC GAMES– METHODOLOGY
• As with the console and mobile gaming sectors, the digital F2P PC games sector spans an immense breadth of games and the KPIs

used to track the performance of digital F2P PC games show massive variances predicated on a confluence of factors
• Therefore, IDG caveats that the economic models on the following slides, while attempting to address a variety of scenarios through 

the use of Low-Medium-High ranges for revenue/cost assumptions, do not purport to do full justice to the boundless scenarios that 
exist but are representative of some of the more common scenarios
 Factors that influence revenue assumptions include, but are not limited to, the game’s genre, brand, platform, gameplay, platform release 

pipeline, in-game monetization strategy and general playability
 Factors that influence cost assumptions include, but are not limited to, the game’s genre, brand, platform, performance specs, release 

strategy (e.g. simultaneous across multiple platforms, tie-in with other media), whether the IP is making a platform shift, as well as the 
publisher’s own perception on the value of marketing/development budgets

• For brevity’s sake, IDG has catalogued the digital F2P PC gaming models into two main categories, Core & Casual, which include the 
following subcategories:

Core
(e.g. generally client-based 

or released on Steam)

Casual
(e.g. generally released on social 

network or gaming portal)

Shooters MMOs

MOBAs Strategy

Sports Action

RPGs

Card Battling

Racing

Hidden Object Match 3

Simulation Casino

Puzzles Quiz/Trivia/Word
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F2P PC GAMES – MARKET OVERVIEW 

• According to IDG’s own estimates, the F2P PC market is estimated to generate around $21 billion in 
2016, growing to around $24 billion by 2020

• The lion’s share of this revenue is attributed to core PC games in Asia, with core and casual F2P PC 
gaming in the Western markets a distant 2nd and 3rd place in market share

• Compared to the console and mobile gaming markets, the F2P PC gaming markets are 
comparatively less concentrated
 For example, within the US and South Korea, as well as several other Western markets, League of Legends

is the undisputed market leader—but the ecosystems in these markets still support many other games as 
well, such as Dota 2 and Counter-Strike: Global Offensive in US/Europe, and Sudden Attack as well as 
numerous RPGs in South Korea

 As another example, in China, one of the leading F2P PC gaming markets in the world, the market retains a 
healthy amount of competition between titles such as CrossFire, Dota 2, Dungeon & Fighter, Hearthstone, 
etc.

 Examples within the casual gaming sectors include the many King “Saga” games on Facebook, as well as 
the countless Casino and Hidden Object games that populate this platform
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F2P PC GAMES - MARKET OVERVIEW (CONT’D)
• In spite of comparatively less concentrated nature of the F2P PC market, the fact remains that the 

games that are in the very top ranks are fairly entrenched
• Many of the top games in the F2P PC markets have retained their best-seller status for years and 

will continue to do so, as F2P PC games boast the greatest longevity of all other gaming categories
• The benefit of the long-term nature of F2P PC games is somewhat cyclical, as games that do well 

have more time to fine-tune and improve, thus furthering their longevity
• The models on the following page only depict through Year 3, which was selected as a middle 

ground to account for games that don’t do well enough to be supported beyond the first year or two, 
and those that prove themselves cut out for the long haul
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CORE F2P PC GAME ASSUMPTIONS

Within core genres, 7-day and 30-day retention 
rates carry more weight than 1-day retention rates. Some 

companies prefer 28-day retention rates over 30-days.

Lifetime value (LTV) of a paying customer is estimated as 
Average # of purchases x Average spend per purchase. 

It must be greater than the User acquisition cost for a game to be profitable.

ARPDAU is calculated as Average daily revenue / DAU. 
It is referred to by some as DARPU.

Infrastructure covers the cost of servers, data 
centers, security against DDOS attacks, etc. 

Platform holder royalties are only necessary 
when leveraging a service such as Steam

Core genres have a greater percentage of marketing budget 
allocated to pre-launch compared to more casual genres

User-based Assumptions Low Medium High
Daily active users (DAU) 250K 500K 1M
1-Day retention rate 45% 55% 75%
7-Day retention rate 20% 25% 45%
30-Day retention rate 10% 15% 20%
Conversion rate 5% 8% 15%
Average # of purchases by paying customer 2.5 5 10
Average spend per purchase $5.00 $8.00 $15.00
LTV of paying customer $12.50 $40.00 $150.00
Average daily revenue $63K $300K $2250K
ARPDAU $0.25 $0.60 $2.25
Annual revenue $22.8M $110M $821M

Cost Assumptions Low Medium High
Pre-launch development cost $50M $75M $100M
Post-launch annual development cost $10M $12M $15M
Infrastructure 10-15%  of revenue
Live ops support $2M $4M $8M
Royalties to developer 25-30%  of revenue
Royalties to platform holder 30%  of revenue
Pre-launch marketing budget $5M $10M $15M
Post-launch annual marketing budget $3M $5M $8M
User acquisition cost $2.00 $3.00 $4.00

80



Copyright © 2016 IDG CONSULTING

CASUAL F2P PC GAME ASSUMPTIONS

Within casual genres, 1-day retention rates can be one of the more 
telling metrics to look at, but 7-day and 30-day retention rates are still 

important. Retention rates for casual F2P PC games tend to look 
similar to those of mobile games, following the 40-20-10 pattern.

Most casual F2P PC games are either self-published by the 
developer on a social network (such as Facebook), or the developer 
pays a publisher to distribute the game on the latter’s gaming portal, 

so royalty is usually paid to one or the other, but not both
Casual genres have a greater percentage of marketing budget 

allocated to acquiring users after the game has launched

Casual games tend to attract a larger audience than core games

In spite of the higher DAUs, most monetization metrics—including 
conversion rate and average spend amount—are lower for casual games, 

resulting in lower ARPDAUs

User-based Assumptions Low Medium High
Daily active users (DAU) 1M 3.0M 10M
1-Day retention rate 35% 40% 50%
7-Day retention rate 15% 20% 30%
30-Day retention rate 5% 10% 15%
Conversion rate 1.0% 2.0% 4.0%
Average # of purchases by paying customer 1 2 5
Average spend per purchase $0.75 $1.00 $1.50
LTV of paying customer $0.75 $2.00 $7.50
Average daily revenue $8K $60K $600K
ARPDAU $0.01 $0.02 $0.06
Annual revenue $2.7M $22M $219M

Low Medium High
Pre-launch development cost $5M $10M $20M
Post-launch annual development cost $1.0M $1.6M $3.0M
Infrastructure 10-15%  of revenue
Live ops support $1.0M $2.0M $3.0M
Royalties to developer 25-30%  of revenue
Royalties to platform holder 30%  of revenue
Pre-launch marketing budget $1.0M $1.5M $2.0M
Post-launch annual marketing budget $2.0M $3.5M $5.0M
User acquisition cost $2.00 $2.50 $3.50

Post-launch dev, infrastructure and live ops costs are generally 
lower for casual games as they have fewer add-ons and live events

81



Copyright © 2016 IDG CONSULTING

A FEW CAVEATS ON ASSUMPTIONS
It is difficult, not to mention foolhardy, to attempt to pinpoint a single average input for the various metrics that estimate the success of a F2P PC game. Even 
within the low-medium-high framework that IDG has created, a single game does not necessarily fall into a single category but will see ranges across every 
category. 
• For example, a single game may see DAUs and retention rates in the high range, but conversion rates in the medium range, and average spend amounts 

in the low range, etc. (See Actual Game Scenario below left)
• Furthermore, a game may see an average conversion rate in the low range one year, but through improvements in gameplay and the timing of 

monetization events, raise the conversation rate to a higher level
For simplicity’s sake, the revenue/cost scenarios on the following slides assume a single category (low or medium or high) for revenue inputs and a single 
category (low or medium or high) for cost inputs, across all years. (See IDG’s Revenue/Cost Scenarios below right)

Actual Game Scenario IDG’s Revenue/Cost Scenarios
User-based Assumptions Low Medium High

Daily active users (DAU) 250K 500K 1M
1-Day retention rate 45% 55% 75%
7-Day retention rate 20% 25% 45%
30-Day retention rate 10% 15% 20%
Conversion rate 5% 8% 15%
Average # of purchases by paying customer 2.5 5 10
Average spend per purchase $5.00 $8.00 $15.00
LTV of paying customer $12.50 $40.00 $150.00
Average daily revenue $63K $300K $2250K
ARPDAU $0.25 $0.60 $2.25
Annual revenue $22.8M $110M $821M

Cost Assumptions Low Medium High
Pre-launch development cost $50M $75M $100M
Post-launch annual development cost $10M $12M $15M
Infrastructure 10-15%  of revenue
Live ops support $2M $3M $4M
Royalties to developer 25-30%  of revenue
Royalties to platform holder 30%  of revenue
Pre-launch marketing budget $5M $10M $15M
Post-launch annual marketing budget $3M $5M $8M
User acquisition cost $2.00 $3.00 $4.00

User-based Assumptions Low Medium High
Daily active users (DAU) 250K 500K 1M
1-Day retention rate 45% 55% 75%
7-Day retention rate 20% 25% 45%
30-Day retention rate 10% 15% 20%
Conversion rate 5% 8% 15%
Average # of purchases by paying customer 2.5 5 10
Average spend per purchase $5.00 $8.00 $15.00
LTV of paying customer $12.50 $40.00 $150.00
Average daily revenue $63K $300K $2250K
ARPDAU $0.25 $0.60 $2.25
Annual revenue $22.8M $110M $821M

Cost Assumptions Low Medium High
Pre-launch development cost $50M $75M $100M
Post-launch annual development cost $10M $12M $15M
Infrastructure 10-15%  of revenue
Live ops support $2M $3M $4M
Royalties to developer 25-30%  of revenue
Royalties to platform holder 30%  of revenue
Pre-launch marketing budget $5M $10M $15M
Post-launch annual marketing budget $3M $5M $8M
User acquisition cost $2.00 $3.00 $4.00
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CORE F2P PC – REVENUE/COST SCENARIOS

The low revenue 
scenario is simply not 

profitable, even for 
the low cost scenario

The medium revenue 
scenario represents the 

minimum threshold 
necessary for even a low 

cost game to reach 
profitability within a decent 

timeframe, but the high 
cost revenue scenario does 

not reach profitability until 
Year 3, assuming it 

survives that long

The high revenue 
scenario is of course 
ideal, but one that is 
not easily achieved 
except by the rare 
breakout success

Low Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $22.8M $22.8M $22.8M
Development cost $50.0M $10.0M $10.0M $10.0M
Marketing cost $5.0M $2.5M $2.5M $2.5M
Total Fixed Costs $55.0M $12.5M $12.5M $12.5M
Infrastructure $2.3M $2.3M $2.3M
Live ops support $2.0M $2.0M $2.0M
Royalties $6.8M $6.8M $6.8M
Total Variable Costs $11.1M $11.1M $11.1M
Annual Profit ($55.0M) ($0.8M) ($0.8M) ($0.8M)
Cumulative Profit ($55.0M) ($55.8M) ($56.6M) ($57.4M)

Low Revenue 
Medium Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $22.8M $22.8M $22.8M
Development cost $75.0M $12.0M $12.0M $12.0M
Marketing cost $10.0M $5.0M $5.0M $5.0M
Total Fixed Costs $85.0M $17.0M $17.0M $17.0M
Infrastructure $2.3M $2.3M $2.3M
Live ops support $4.0M $4.0M $4.0M
Royalties $6.8M $6.8M $6.8M
Total Variable Costs $13.1M $13.1M $13.1M
Annual Profit ($85.0M) ($7.3M) ($7.3M) ($7.3M)
Cumulative Profit ($85.0M) ($92.3M) ($99.6M) ($106.9M)

Low Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $22.8M $22.8M $22.8M
Development cost $100.0M $15.0M $15.0M $15.0M
Marketing cost $15.0M $7.5M $7.5M $7.5M
Total Fixed Costs $115.0M $22.5M $22.5M $22.5M
Infrastructure $2.3M $2.3M $2.3M
Live ops support $8.0M $8.0M $8.0M
Royalties $6.8M $6.8M $6.8M
Total Variable Costs $17.1M $17.1M $17.1M
Annual Profit ($115.0M) ($16.8M) ($16.8M) ($16.8M)
Cumulative Profit ($115.0M) ($131.8M) ($148.6M) ($165.4M)

Medium Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $109.5M $109.5M $109.5M
Development cost $100.0M $15.0M $15.0M $15.0M
Marketing cost $15.0M $7.5M $7.5M $7.5M
Total Fixed Costs $115.0M $22.5M $22.5M $22.5M
Infrastructure $11.0M $11.0M $11.0M
Live ops support $8.0M $8.0M $8.0M
Royalties $32.9M $32.9M $32.9M
Total Variable Costs $51.8M $51.8M $51.8M
Annual Profit ($115.0M) $35.2M $35.2M $35.2M
Cumulative Profit ($115.0M) ($79.8M) ($44.6M) ($9.4M)

Medium Revenue 
Medium Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $109.5M $109.5M $109.5M
Development cost $75.0M $12.0M $12.0M $12.0M
Marketing cost $10.0M $5.0M $5.0M $5.0M
Total Fixed Costs $85.0M $17.0M $17.0M $17.0M
Infrastructure $11.0M $11.0M $11.0M
Live ops support $4.0M $4.0M $4.0M
Royalties $32.9M $32.9M $32.9M
Total Variable Costs $47.8M $47.8M $47.8M
Annual Profit ($85.0M) $44.7M $44.7M $44.7M
Cumulative Profit ($85.0M) ($40.3M) $4.4M $49.1M

Medium Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $109.5M $109.5M $109.5M
Development cost $50.0M $10.0M $10.0M $10.0M
Marketing cost $5.0M $2.5M $2.5M $2.5M
Total Fixed Costs $55.0M $12.5M $12.5M $12.5M
Infrastructure $11.0M $11.0M $11.0M
Live ops support $2.0M $2.0M $2.0M
Royalties $32.9M $32.9M $32.9M
Total Variable Costs $45.8M $45.8M $45.8M
Annual Profit ($55.0M) $51.2M $51.2M $51.2M
Cumulative Profit ($55.0M) ($3.8M) $47.4M $98.6M

High Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $821.3M $821.3M $821.3M
Development cost $50.0M $10.0M $10.0M $10.0M
Marketing cost $5.0M $2.5M $2.5M $2.5M
Total Fixed Costs $55.0M $12.5M $12.5M $12.5M
Infrastructure $82.1M $82.1M $82.1M
Live ops support $2.0M $2.0M $2.0M
Royalties $246.4M $246.4M $246.4M
Total Variable Costs $330.5M $330.5M $330.5M
Annual Profit ($55.0M) $478.3M $478.3M $478.3M
Cumulative Profit ($55.0M) $423.3M $901.5M $1379.8M

High Revenue 
Medium Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $821.3M $821.3M $821.3M
Development cost $75.0M $12.0M $12.0M $12.0M
Marketing cost $10.0M $5.0M $5.0M $5.0M
Total Fixed Costs $85.0M $17.0M $17.0M $17.0M
Infrastructure $82.1M $82.1M $82.1M
Live ops support $4.0M $4.0M $4.0M
Royalties $246.4M $246.4M $246.4M
Total Variable Costs $332.5M $332.5M $332.5M
Annual Profit ($85.0M) $471.8M $471.8M $471.8M
Cumulative Profit ($85.0M) $386.8M $858.5M $1330.3M

High Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $821.3M $821.3M $821.3M
Development cost $100.0M $15.0M $15.0M $15.0M
Marketing cost $15.0M $7.5M $7.5M $7.5M
Total Fixed Costs $115.0M $22.5M $22.5M $22.5M
Infrastructure $82.1M $82.1M $82.1M
Live ops support $8.0M $8.0M $8.0M
Royalties $246.4M $246.4M $246.4M
Total Variable Costs $336.5M $336.5M $336.5M
Annual Profit ($115.0M) $462.3M $462.3M $462.3M
Cumulative Profit ($115.0M) $347.3M $809.5M $1271.8M
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CASUAL F2P PC –REVENUE/COST SCENARIOS

The low revenue 
scenario results in 

ever-deepening 
losses, even in the 

low cost scenario

The medium revenue 
scenario allows the 

low/medium cost 
scenarios to 

breakeven within a 
reasonable time 

period, but is not 
enough to sustain a 

high cost game

The high revenue 
scenario is probably 
only experienced by 

games that rank in 
the top 5

High Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $219.0M $219.0M $219.0M
Development cost $20.0M $3.0M $3.0M $3.0M
Marketing cost $2.0M $5.0M $5.0M $5.0M
Total Fixed Costs $22.0M $8.0M $8.0M $8.0M
Infrastructure $21.9M $21.9M $21.9M
Live ops support $3.0M $3.0M $3.0M
Royalties $65.7M $65.7M $65.7M
Total Variable Costs $90.6M $90.6M $90.6M
Annual Profit ($22.0M) $120.4M $120.4M $120.4M
Cumulative Profit ($22.0M) $98.4M $218.8M $339.2M

Medium Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $21.9M $21.9M $21.9M
Development cost $20.0M $3.0M $3.0M $3.0M
Marketing cost $2.0M $5.0M $5.0M $5.0M
Total Fixed Costs $22.0M $8.0M $8.0M $8.0M
Infrastructure $2.2M $2.2M $2.2M
Live ops support $3.0M $3.0M $3.0M
Royalties $6.6M $6.6M $6.6M
Total Variable Costs $11.8M $11.8M $11.8M
Annual Profit ($22.0M) $2.1M $2.1M $2.1M
Cumulative Profit ($22.0M) ($19.9M) ($17.7M) ($15.6M)

Low Revenue 
High Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $2.7M $2.7M $2.7M
Development cost $20.0M $3.0M $3.0M $3.0M
Marketing cost $2.0M $5.0M $5.0M $5.0M
Total Fixed Costs $22.0M $8.0M $8.0M $8.0M
Infrastructure $0.3M $0.3M $0.3M
Live ops support $3.0M $3.0M $3.0M
Royalties $0.8M $0.8M $0.8M
Total Variable Costs $4.1M $4.1M $4.1M
Annual Profit ($22.0M) ($9.4M) ($9.4M) ($9.4M)
Cumulative Profit ($22.0M) ($31.4M) ($40.7M) ($50.1M)

Low Revenue 
Medium Cost Scenario

Pre-launch Year 1 Year 2 Year 3

Revenue - $2.7M $2.7M $2.7M
Development cost $10.0M $1.6M $1.6M $1.6M
Marketing cost $1.5M $3.5M $3.5M $3.5M
Total Fixed Costs $11.5M $5.1M $5.1M $5.1M
Infrastructure $0.3M $0.3M $0.3M
Live ops support $2.0M $2.0M $2.0M
Royalties $0.8M $0.8M $0.8M
Total Variable Costs $3.1M $3.1M $3.1M
Annual Profit ($11.5M) ($5.5M) ($5.5M) ($5.5M)
Cumulative Profit ($11.5M) ($17.0M) ($22.4M) ($27.9M)

Medium Revenue 
Medium Cost Scenario

Pre-launch Year 1 Year 2 Year 3

Revenue - $21.9M $21.9M $21.9M
Development cost $10.0M $1.6M $1.6M $1.6M
Marketing cost $1.5M $3.5M $3.5M $3.5M
Total Fixed Costs $11.5M $5.1M $5.1M $5.1M
Infrastructure $2.2M $2.2M $2.2M
Live ops support $2.0M $2.0M $2.0M
Royalties $6.6M $6.6M $6.6M
Total Variable Costs $10.8M $10.8M $10.8M
Annual Profit ($11.5M) $6.0M $6.0M $6.0M
Cumulative Profit ($11.5M) ($5.5M) $0.6M $6.6M

High Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $219.0M $219.0M $219.0M
Development cost $5.0M $1.0M $1.0M $1.0M
Marketing cost $1.0M $2.0M $2.0M $2.0M
Total Fixed Costs $6.0M $3.0M $3.0M $3.0M
Infrastructure $21.9M $21.9M $21.9M
Live ops support $1.0M $1.0M $1.0M
Royalties $65.7M $65.7M $65.7M
Total Variable Costs $88.6M $88.6M $88.6M
Annual Profit ($6.0M) $127.4M $127.4M $127.4M
Cumulative Profit ($6.0M) $121.4M $248.8M $376.2M

High Revenue 
Medium Cost Scenario

Pre-launch Year 1 Year 2 Year 3

Revenue - $219.0M $219.0M $219.0M
Development cost $10.0M $1.6M $1.6M $1.6M
Marketing cost $1.5M $3.5M $3.5M $3.5M
Total Fixed Costs $11.5M $5.1M $5.1M $5.1M
Infrastructure $21.9M $21.9M $21.9M
Live ops support $2.0M $2.0M $2.0M
Royalties $65.7M $65.7M $65.7M
Total Variable Costs $89.6M $89.6M $89.6M
Annual Profit ($11.5M) $124.3M $124.3M $124.3M
Cumulative Profit ($11.5M) $112.8M $237.1M $361.4M

Medium Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $21.9M $21.9M $21.9M
Development cost $5.0M $1.0M $1.0M $1.0M
Marketing cost $1.0M $2.0M $2.0M $2.0M
Total Fixed Costs $6.0M $3.0M $3.0M $3.0M
Infrastructure $2.2M $2.2M $2.2M
Live ops support $1.0M $1.0M $1.0M
Royalties $6.6M $6.6M $6.6M
Total Variable Costs $9.8M $9.8M $9.8M
Annual Profit ($6.0M) $9.1M $9.1M $9.1M
Cumulative Profit ($6.0M) $3.1M $12.3M $21.4M

Low Revenue 
Low Cost Scenario Pre-launch Year 1 Year 2 Year 3

Revenue - $2.7M $2.7M $2.7M
Development cost $5.0M $1.0M $1.0M $1.0M
Marketing cost $1.0M $2.0M $2.0M $2.0M
Total Fixed Costs $6.0M $3.0M $3.0M $3.0M
Infrastructure $0.3M $0.3M $0.3M
Live ops support $1.0M $1.0M $1.0M
Royalties $0.8M $0.8M $0.8M
Total Variable Costs $2.1M $2.1M $2.1M
Annual Profit ($6.0M) ($2.4M) ($2.4M) ($2.4M)
Cumulative Profit ($6.0M) ($8.4M) ($10.7M) ($13.1M)

84



Copyright © 2016 IDG CONSULTING

DIGITAL PC – KEY TAKEAWAYS

• For developers and publishers of digital F2P PC games that fit the mold of the models outline on the previous 
slide, it is clear that achieving profitability is not an easily achievable proposition

• IDG estimates that for these games, generally only those that rank in the top 10-15% of their respective category 
(e.g. core or casual) or top 5-10 of their respective genre are able to break even
 In the core category, there are probably a greater number of lower ranking games that manage to turn a profit due to a small 

but highly engaged user base
 Within the casual games sector, however, due to the lower conversion rates, probably only games in the very top ranking (by 

DAUs) are able to generate a significant profit
• However, this is not to say that a game outside of the top rankings couldn’t be profitable by operating on a much 

lower cost budget than outlined in the “Low” cost scenario to offset a “Low” revenue scenario, or by boasting a 
small but high-monetizing user base, but these are likely to be the exceptions rather than the norms

• As touched upon in a prior slide, the models that IDG presented in this chapter are simplified outlines of the 
economics of building a digital F2P PC game. KPIs for any given game are constantly in flux as developers 
analyze gamer behavior and optimize their games for improved monetization. The decision to continue supporting 
a game that is not yet profitable must be weighed against the opportunity cost of the time it will take to hopefully 
make that game profitable against the potential benefit of returning to the drawing board.
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THE GLOBAL MOBILE GAMES MARKET 

• By IDG’s estimates, the global mobile gaming market, which includes revenues from 
smartphone and tablet games, will be worth an estimated $44B in 2016 and is on pace to 
reach approximately $61B by 2020

• Already the largest gaming vertical in the world on a total revenue basis, the mobile 
market will account for more than half of all video game-related revenue by 2020, 
including sales of console hardware and software 

• While still a relatively democratic platform in terms of access, finding success in the 
mobile market has become a herculean task in recent years

• What was once the bluest ocean in the gaming industry has quickly morphed into the 
reddest, only paying dividends to those at the very top of the totem pole 
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THE GLOBAL MOBILE GAMES MARKET (CONT’D)

• Not only is it crowded, but the mobile games market has become one of the most 
notoriously top-heavy gaming verticals in the industry
 Console gaming, which has become increasingly competitive in recent years, is on par with the 

mobile games space in terms of competitiveness and the gap between the haves and have nots
• At the very top of the mobile hierarchy sit 3 publishers; Supercell, King, and Machine 

Zone (recently rebranded as MZ)
 Although their presence is less prevalent in Asia to an extent, Supercell, King, and MZ are 

almost inarguably the preeminent heavyweights in mobile gaming
▲ Some of these companies’ older games, such as Candy Crush Saga, Clash of Clans, and Game of War 

– Fire Age, continue to pull in millions of dollars per day, while newer games like Mobile Strike and Clash 
Royale also sit atop the downloads and revenues charts

▲ The impact of these three distort the rest of the market, drastically altering the economics of mobile 
game publishing for the entire industry
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BARRIERS TO ENTRY

• The dominance of these companies does not directly impede others from capturing share 
of the mobile market, but raises the bar in terms of costs associated with creating a 
successful mobile game 

• While some indie mobile games can still find success, the reality is that the vast majority 
will ultimately fall short in their quest

• Indie developers are at an immediate disadvantage on mobile because they lack many of 
the advantages that companies like MZ, EA Mobile, King, and others have

• Higher development and production budgets coupled with better distribution channels 
and advanced marketing campaigns make it nearly impossible for less-financially 
endowed publishers to gain share in the mobile market 
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DEVELOPMENT BUDGETS CONTINUE TO GROW

• In past years, mobile game development was a less costly affair. Developers could get 
away with spending less than $250K on developing a game and still break even. One of 
the early leaders in the mobile business, Rovio, spent a mere $140K on the initial 
development of Angry Birds. 

• While some low-budget games have had success in recent months, the vast majority fall 
flat

• Major publishers, not necessarily limited to those with games in the top 10, are regularly 
spending $2M+ on developing casual games, while dev budgets for core games routinely 
surpass $6M
 As mobile gaming continues to mature and grow more competitive, development budgets will 

only increase
 While many publishers are already spending $10M on developing mobile games, IDG expects 

this to become the industry norm in the coming years for AAA mobile content 
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POST-LAUNCH EXPENSES 

• Bloated development budgets are not the only thing altering the economics of mobile 
game publishing—costs associated with marketing, user acquisition, live ops, and 
ongoing development oftentimes outweigh what was spent on pre-launch development 
 IDG channel checks indicate that costs associated with marketing and user acquisition, ranging 

from money spent on improving chart visibility or creating marketing assets, easily eclipses $1M 
per month for most major mobile games

 A general rule of thumb that many mobile publishers seem to adhere by is a 1-to-1 ratio of 
dollars spent on pre-development to what will be spent on marketing, user acquisition, and other 
post-launch expenses

▲ While outliers exist on both ends, such as MZ with its $1B worldwide marketing spend in 2015, the 1-to-
1 spend practice was an oft-echoed sentiment throughout IDG’s channel checks
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DETERMINING A BREAKEVEN 

• Needless to say, the mobile games business is a tough one. With costs already sky high 
and expected to rise even further, publishers need to ensure that their games will at least 
break even and ideally produce some positive ROI. 

• While the methods by which it is calculated varies by publisher, determining a breakeven 
point for a game can be distilled down into one comparison: Revenue Per Install (RPI) 
vs. Cost Per Install (CPI)
 With average CPI’s floating between $1-$3, generating enough revenue per user to outweigh 

the initial acquisition spend is often a failed endeavor 
▲ It goes without saying that these figures are highly variable depending on platform, geography, and 

game genre, in addition to a slew of other factors 
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MOBILE – METHODOLOGY 
• IDG’s mobile game breakeven analysis consists of 3 scenarios, each attempting to illustrate some of the most 

typical business cases on the mobile platform 
• With thousands of games available across multiple app stores and a boundless number of disparate KPIs 

depending on genre, IDG’s analysis does not purport to be a one-size-fits-all approach to calculating breakeven 
economics in the mobile market

• For the sake of simplicity, IDG included user acquisition, live ops, and other post-launch expenses in the Marketing 
Cost line item in each of these models

• Similar to what was done in IDG’s digital F2P PC analysis, IDG’s mobile breakeven model is segmented by genre, 
which includes super-casual, casual, and core/midcore genres. Each genre covers a number of games, some of 
which are listed below:

Core/Midcore
(e.g. games with deep and multiple 

core gameplay loops)

Casual
(e.g. games with simple gameplay and 

limited gameplay loops)

Super-Casual
(e.g. generally quick, single-touch 

games with no deep gameplay loop)

Stack ZigZag

Subway Surfers 2048

Color Switch Slither.io

Candy Crush 
Saga

Disney Tsum 
Tsum

Slotomania Big Fish Casino

Kim Kardashian 
Hollywood Criminal Case

Clash of Clans Game of War –
Fire  Age

Monster Strike Marvel Contest 
of Champions

Mobile Strike Star Wars: 
Galaxy of Heroes

93



Copyright © 2016 IDG CONSULTING

PAID MOBILE GAMES – BREAKEVEN GRID
• The vast majority of mobile games are F2P, but there is a niche selection of games across casual and core genres 

that are released with a (usually small) upfront fee
• Paid games are generally able to merit an upfront purchase due to a high-profile brand or license associated with 

the game, such as Square Enix’s Final Fantasy franchise
• Just because a game charges an upfront fee does not necessarily preclude it from also offering in-app purchases, 

but for simplicity’s sake the breakeven grid below assumes there are no additional revenue streams from 
microtransactions

• The models on the following slides focus solely on the F2P mobile business model

$0.99 $1.99 $2.99 $3.99 $4.99 $9.99 $14.99
$2.5M 2.53M 1.26M 0.84M 0.63M 0.50M 0.25M 0.17M
$5.0M 5.05M 2.51M 1.67M 1.25M 1.00M 0.50M 0.33M
$7.5M 7.58M 3.77M 2.51M 1.88M 1.50M 0.75M 0.50M

$10.0M 10.10M 5.03M 3.34M 2.51M 2.00M 1.00M 0.67M
$12.5M 12.63M 6.28M 4.18M 3.13M 2.51M 1.25M 0.83M
$15.0M 15.15M 7.54M 5.02M 3.76M 3.01M 1.50M 1.00M
$17.5M 17.68M 8.79M 5.85M 4.39M 3.51M 1.75M 1.17M
$20M 20.20M 10.05M 6.69M 5.01M 4.01M 2.00M 1.33M
$25M 25.25M 12.56M 8.36M 6.27M 5.01M 2.50M 1.67M
$30M 30.30M 15.08M 10.03M 7.52M 6.01M 3.00M 2.00M
$35M 35.35M 17.59M 11.71M 8.77M 7.01M 3.50M 2.33M
$40M 40.40M 20.10M 13.38M 10.03M 8.02M 4.00M 2.67M
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NUMBER OF UNITS TO BREAK EVEN

94



Copyright © 2016 IDG CONSULTING

Break Even # of Downloads 10,476,191         
App Price 0$                     

Conversion Rate 3%
 Annual ARPPU 90.00$               
Gross Revenue 23,571,429$       

Development Cost 8,500,000$         
Post-Launch Cost 8,000,000$         

Platform Fee 7,071,429$         
Total Costs 23,571,429$       

Net Profit 0$                     

CORE/MIDCORE F2P GAME BREAKEVEN MODEL

Core/Midcore
(e.g. games with deep and multiple core gameplay loops)

Core/Midcore titles boast the highest conversion rates and are the strongest monetizing 
games in the mobile space. Comprised of RPGs, simulations, strategy, sports, and fighting 
games, Core/Midcore games regularly achieve conversion rates anywhere from 2-5% 
depending on genre, location, platform, etc.  

As the mobile market has become increasingly crowded in recent years, publishers are 
spending considerable amounts of money to ensure that their games are of the highest 
quality and are built with the most engaging core gameplay loops. Though they start 
small, development teams for Core/Midcore games often balloon far past a headcount of 
30, in some cases even reaching 100 full time employees. Post-launch, Core/Mid-Core 
games often focus more on new core game loops and elder game features along with new 
content updates.

Individual monetization stats are also the highest in Core/Midcore games, with an average 
title earning anywhere from $70-$100 per paying user. Some titles, such as MZ’s hit empire 
builder Game of War: Fire Age, have ARPPUs far exceeding the average. 

Post-launch expenses, largely related to marketing, user acquisition, and live ops, are sky 
high for Core/Midcore games due to the high costs of acquiring a loyal user. 
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Break Even # of Downloads 13,095,238    
App Price 0$                

Conversion Rate 1.5%
 Annual ARPPU 40.00$          
Gross Revenue 7,857,143$    

Development Cost 3,000,000$    
Post-Launch Cost 2,500,000$    

Platform Fee 2,357,143$    
Total Costs 7,857,143$    

Net Profit 0$                

CASUAL F2P GAME BREAKEVEN MODEL
Casual

(e.g. games with simple gameplay and limited gameplay loops)

Unfortunately, casual games are not strong on monetization. Social casino games are 
the top performing subgenre under the casual umbrella, while puzzlers and match-3 
variants struggle to convert free users into paid users. Because of their ubiquity and 
broad appeal, casual games have far lower conversion rates/ARPPUs vs Core/Midcore 
games.   

While far less costly than Core/Midcore development, casual game development is by 
no means an exercise in frugality. Development teams for casual titles can be as small 
as 10 but are normally in the 25 to 40 range. Post-launch expenses are not as severe 
as Core/Midcore titles as virality plays a larger role in cutting down on user acquisition 
costs. Furthermore, significantly less live ops support and post-launch development is 
required for casual games, with the focus generally on new content updates as 
opposed to more developer-intensive creation of core gameplay loops and elder game 
features.

Casual games—namely puzzlers, match-3, and social casino titles—are undoubtedly 
the top performing genre on mobile in terms of ubiquity and total number of users. The 
mechanics of casual games lend themselves perfectly to the mobile platform. 
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Break Even # of Downloads 2,244,282         
App Price 0$                   

Conversion Rate 0.50%
 Annual ARPPU 4.00$               

# of Ads Displayed Per Session 5
# of Sessions per User 25                   

Fill Rate 90%
Effective Cost per Mile (eCPM) 3.50$               

Gross Revenue 928,571.47$     

Development Cost 550,000$          
Post-Launch Cost 100,000$          

Platform Fee 278,571$          
Total Costs 928,571$          

Net Profit 0$                   

SUPER-CASUAL F2P GAME BREAKEVEN MODEL
Super-Casual

(e.g. single-touch games with no deep gameplay loop
Super-Casual games have enjoyed a considerable uptick in the past 18 months, 
routinely occupying the top downloads charts in the Google Play and iOS app stores. 
Despite being downloaded millions of times, super-casual games rarely break into the 
top earning mobile games charts. 

Advertising is the primary monetization vehicle for super-casual games, supplying 
anywhere from 50% of total revenue all the way to 100%. Banner ads and full screen 
interstitials regularly pop up during game sessions, often in the form of rewarded video 
ads or even playable mini games. Ketchapp uses advertising for cross promotion of its 
own games in addition to being a revenue driver. 
Super-casual games generally cost between $250K and $500K to develop, sometimes 
reaching as high as $750K. Post-launch costs are extremely minimal as these games 
require very little developer support once released. Marketing and user acquisition is also a 
minimal expense as virality is the primary means of gaining new users.   

Because of the extremely shallow gameplay loops and lack of compelling metagame, 
super-casual games rarely convert free users into paying costumers. Although some in-
game consumables are available for purchase, the most popular conversion point is in 
unlocking an ad-free version of the game. Removing ads from a super-casual game costs 
anywhere from $.99 to $5. 
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