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Introduction

The Consumer as Producer

The Global Games Market will reach $91.5 billion this year and continue to
grow with a CAGR of +7.9% to reach an impressive $113.3 billion by 2018.
This growth is being accelerated by a combination of key consumer trends
and wider economic and global factors. One of most important and
interesting trends to emerge is the increasing level of consumer
involvement in games, particularly in the creation, streaming and sharing
of gaming video content. The capacity to not only stream video, but also
comment and share opinions on social media platforms, means the
pressure is now on to work with gamers in brand creation instead of solely
advertising to them. The relationship has shifted from one of consumer
and creator to mutual collaboration, with a growing emphasis on creating
entertainment value together with the gamers. Publishers and brands are
becoming facilitators of the consumer desire to create and produce.
This whitepaper discusses in detail the role of video and streaming in
games, examining the history and future of the trend, and the key players
involved.
“There was a brief moment when we collectively thought the fast pace of
change in our industry would slow down following the mobile games
revolution. However, the opposite has occurred as a unique alchemy of
forces and trends continue to relentlessly drive innovative change. Games
are now branching out in all directions, with consumers at the helm and the
industry taking a facilitating role.”
- Peter Warman,
CEO, Newzoo
“The explosive growth of video creation and sharing is opening up new
business opportunities in gaming. Though we’re still in the early stages of
this phenomenon, it’s clear that all the players will be taking a strategic
look at their video sharing strategy and infrastructure.”
- Anne Blanchard,
Gaming Solutions, Limelight Networks
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Key Trends in 2015

Shaping the Future of the Games Market

In the past few years, trend publications have focused very much on smartphones,
tablets, next-gen consoles and free-to-play games. Recent buzz about virtual reality and
smartwatches follows this same path. To identify true disruptive developments, we
should look at the bigger picture as broader consumer and industry trends are rewriting
the rules. At the same time, games are spearheading trends that are impacting the wider
digital landscape and further globalization is pushing the total market upwards. Below
we illustrate the powers driving change and growth, featuring four overarching trends.
Four Overarching Trends Driving Games Industry Growth
Since the origin of the term
“prosumer” in 2005, consumers
have been provided an abundance
of new tools and platforms to
create and share content with other
consumers. Young consumers
expect direct involvement when it
comes to games and media. They
prefer watching content of other
consumers above professional
content.

More than ever, business models
and distribution channels are
aligned across every region of
the world. New game IP can
prove equally popular in the US
as in China. International roll-out
strategies of successful game
companies no longer follow the
obvious path of localization and
take new growth regions into
account from day one.

The days when game companies
were focused solely on developing
and selling a cool game have
gone. Games play a leading role in
consumer-generated (video)
content, esports events attract
millions of viewers and hardware
increasingly converges with
content. These changes provide
the industry with new revenue
streams and opportunities.
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Free-to-play will disappear as a
term in the coming years as every
game will offer an array of ways to
spend money and pricing
becomes an integral part of the
continuous marketing effort. The
trend that is here to stay and has
disrupted the industry in the past
years is the shift to running games
as a service, requiring a different
company set-up.
Source: Newzoo Global Games Market Report 2015

Growth Towards 2018

Market and Consumer Forces Converge

The aforementioned trends are converging to ensure healthy growth of the games
industry, leading to worldwide revenues of $113.3 billion by 2018. This represents a 2014
to 2018 CAGR of +7.9%. The market for (smart)phones and tablets will rise from $30.0
billion this year to $44.2 billion in 2018, ultimately taking 39% of the global games
market. In 2015, China and the US are neck and neck for the number one market, with
China expected to outgrow the US by the smallest of margins: $22.2 billion versus $22.0
billion. By 2018, China and the US will grow to $32.8 billion and $24.1 billion games
markets respectively, together claiming 50% of the world’s games revenues.
PC Screen to Remain the Biggest

The Computer Screen (PC/Mac) with $41.2 billion will account for 36% of the
market by 2018 and will remain the most revenue generating screen,
growing at a robust CAGR of +6.9% driven primarily by PC/MMO games.
The Entertainment Screen (TV/Console, VR) with $26.8 billion will have 24%
of the market by 2018, down from 27% in 2015. Both the Computer Screen
and the Entertainment Screen will lose a small portion of their share to the
continuously growing Personal Screen (Phones, Smartwatches). In 2018, the
Personal Screen with $30.2 billion will account for 27% of the pie, leaving
13% for the Floating Screen (Tablets, Handhelds).

PC/MMO Games
Will Generate

$34.3Bn

By 2018, accounting
for 30% of all global
games revenues

Games Industry Revenues Per Screen 2014, 2015 & 2018

Source: Newzoo Global Games Market Report 2015

The Use of Video in Gaming
The Beginning of the Consumer Revolution

Video streaming and machinima (use of game engines to create
cinematic experiences) have blossomed over the last twenty
years from a niche movement into a force disrupting our entire
industry. From harnessing game engines to create original brand
stories to live streaming esports and sharing mobile game
experiences, video streaming and creation is a powerful force
generating new revenues for the industry.

Machinima
is defined as
use of game
engines to create
cinematic
experiences

“Diary of a Camper” Starts the Trend

Machinima began in 1996, when “Diary of a Camper” used the original Quake game engine and was
considered the first instance a video game was used as a medium for film. Since then, machinima
has exploded into a multimillion dollar medium. Generations of gamers have been inspired by the
medium, creating large communities of game modders, artists and film fans gathering together to
discuss, review and create their very own media and content.
Arguably the most well known machinima series of its time was Rooster Teeth's "Red vs. Blue",
which ran over 100 episodes and included numerous short films. Using the massively popular Halo
game world as its setting it has been credited as not only one of the original titles that brought
mainstream popularity to machinima but a key indicator of the seismic shift underway.
In just a few short years, the art of machinima penetrated the film and
TV markets. Blizzard Entertainment worked with South Park to create the
Emmy Award winning episode “Make Love, Not Warcraft”. HBO became
the first television network to buy a feature production created
completely in a virtual world when it purchased "Molotov Alva and His
Search for the Creator", a documentary filmed and set entirely in the
popular online game Second Life.

“Red vs. Blue” is the

longest running
episodic web series
of all time, it uses
footage from

The Giants of Game Content
Twitch Faces Competition as Streaming Takes Off

The growing penetration of high speed internet and consumer acceptance and use of
online streaming helped accelerate machinima into a global cultural phenomenon.
The website machinima.com in particular grew from its humble origins in 2000 to
operating a behemoth with a YouTube network that achieved the most online videos in
2011. Machinima.com went on to raise more than $90 million in funding over the last
eight years, the most recent being a Series E funding round that totaled $24 million
and was led by media giant Warner Bros.
Curators of Fandom and Gaming Culture
Machinima’s current format is a programming service dedicated to
pure fandom and gaming culture and it appears to be working well for
the company; it currently reaches more than 151 million viewers and
3.3 billion video views a month. Its Machinima YouTube network has
more than 12 million subscribers worldwide and the company has a
talent network of more than 30,000 programmers. It remains one of
YouTube's five largest networks in both reach and engagement.

currently boasts

3.3 billion

monthly video views

Twitch and its Growing Number of Competitors

in 2015 reached

1 million

peak concurrent
viewers with 1.5 million
unique broadcasters a
month

The success of machinima.com has not been singular or in isolation;
Twitch, a company acquired in August 2014 for $970 million by
Amazon, was launched in 2011 as a spinoff focusing purely on video
gaming and esports broadcasts. It then grew into a monolith averaging
more than 43 million monthly views on its website. Twitch's relative
dominance is not uncontested with esports and game streaming sites
Azubu and Hitbox.tv providing direct competition. HitBox was
launched in late 2013 and reached over 10 million unique users and
over 100 million page views in its first year. Even Steam, primarily a
digital distribution platform, unveiled Steam Broadcasting in 2014.

Twitch currently remains the acknowledged leader in live
streaming gameplay and esports, but lags behind YouTube when
it comes to number of creators, array of content and audience
Of the top 20 game
size. The YouTube platform has created a huge network of fans
videos in May
and influencers that can greatly shape and change opinions on
top game titles, generate buzz and drastically impact sales. The
recently announced YouTube Gaming will put the two platforms in of all the views came from
direct competition. At the same time, Twitch is branching out in
fan-made videos.
new directions such as education and live music.

97.5%

Source: Octoly

YouTube Gaming
The New Frontier?

Gaming videos on YouTube are now second in popularity only to music and continue
to grow at an astounding rate, driven mostly by fan-created content. The phenomenon
is such that Google recently announced the future launch of YouTube Gaming, a
separate app and website dedicated to more than 25,000 games with videos, live
streams, and the biggest community of gamers on the web. On June 15, 2015 YouTube
recorded 8 million views of their “YouTube live at E3” stream, in just 12 hours.
Types of Game Video Content

YouTube and other video distribution sites host a wide array of gaming content. From the brands
themselves (owned media), this content ranges from announcements of a new release or
upgrade to a demo of a game and the official launch video or trailer for a title. The fans
themselves create a wider variety and a much larger volume of video content (earned media).
This can include instructional videos, latest news, reviews, parodies and live competition or
esports streams. Walkthroughs or the “let’s play” videos where the creators share their reactions
and commentary are extremely popular. The ranking below shows the correlation between
creative and sandbox titles and the number of views garnered by fan generated content. This
should signal the end of linear narrative games as consumers increasingly want to be the ones to
tell a story.

Top Game Franchises on YouTube May 2015

Source: Ocotly/Newzoo Monthly Ranking

Popular Distribution Sites

The Creators

Monetization, Demographics & Top Franchises

Streaming your gameplay and creating popular videos on demand (VOD) can be
extremely lucrative for some. Gamers, by their knowledge, skills, humor or charisma, can
potentially earn thousands of dollars per month. On streaming platforms this income
comes mostly from ads that streamers accept to place on their channel, subscriptions to
their channel and donations. For VOD, the majority of money comes from ads. When you
add sponsorship, product placement and product affiliate programs like Amazon, the
amount a dedicated content creator may earn can rise into the hundreds of thousands
and up to millions dollars per year. PewDiePie for example, earned $7.4 million in 2014.
We estimate there are at least 16 YouTubers making over $1 million a year from game
content.
Age/Gender of US gamers who Stream to Twitch

16%

of US gamers watch
Twitch regularly vs.

13%

30%

who stream to Twitch
regularly.

of US regular Twitch
streamers are
female

56%

of all viewers who
stream at least once a
month are aged
between 21-35

Top 5 Games on Twitch by Hours Watched | May 2015

Source: Newzoo Data Explorer 2015

Title

League of
Legends

Counter
Strike

DOTA 2

Hours watched

81.0M

45.4M

41.0M

33.0M

9.8M

331

233

581

Average Channels
1420
streaming the game

839

Hearthstone

Minecraft

Source: gamoloco.com

The Trend Transcends Screens
Streaming and Sharing Moves to Mobile

While competitive PC titles such as League of Legends, DOTA and Counter Strike
remain the most popular for streamers and viewers alike, mobile is becoming an
increasingly popular platform from which to consume and create content. Through
smartphone and tablet apps, (live) content can be accessed anywhere at anytime
through the touch of a button. In 2014, Twitch announced that 30% of their viewers
were watching streams from mobile devices. Our data shows that mobile phones are
more popular than tablets when it comes to viewing VOD and live streams.
Device Used to Watch Video | Online Video Viewers vs. Live Stream Viewers
Globally,

73%

of gamers watch
online videos and
54% watch live video
streams

25%

of gamers who watch
live video streams,
use their mobile
phone to do so and
18% use tablets

Source: Newzoo Data Explorer 2014

Live Streaming Reaches the Masses Through Mobile

Grew from 5 million
devices in 2014 to over

175 million

devices by March 2015

Gamers can not only watch live streams and content on their mobile
devices but thanks to the recent flood of new apps for like Meerkat,
Mobcrush, Shou.tv, Periscope and Kamcord, they can now easily
stream their live mobile gameplay. Mobile is becoming the new
battleground for consumer content creation and live streaming. In
fact, Kamcord reached over 1.3 million unique content creators in
2014, higher than the 1 million of Twitch at that time. Mobile game
streaming is still in its infancy, but has the potential to overtake PC
and console in the coming years as the number of mobile gamers
continues to explode.

Creation & Competition Align
Esports brings more monetization possibilities

Esports in particular has benefited from the rise in gaming related video content and
the ability for fans to easily access matches, replays and commentaries online. Video
streaming platforms and tools have accelerated not only the professional scene but
the complete competitive scene, particularly for titles like Dota 2 and League of
Legends. Esports is very much a spectator sport and fans love tuning in to watch their
favorite players, ranging from the amateur to the professional, competing on a digital
battlefield.
Monetization for Game Brands Through Video & Esports
Big publishers involved in the esports space such as Valve, Blizzard, Wargaming, Hi-Rez and Riot
Games are proving that video content and streaming can actually provide new direct revenue
streams. In addition to direct advertising revenues from streaming esports content, sponsors are
putting up more and more money to be visible to the millions of young viewers watching these
competitions online. Revenues that have taken a particularly large jump are those coming directly
from the consumers who pay to watch higher quality streams, attend an event or watch exclusive
online content. Voluntary contributions to prize pools have also delivered surprising results and
this ties into the desire of consumers to actively participate in their favorite events. Valve’s biggest
event, The International, grossed over $45M directly from consumers who wanted to contribute to
the prize pool by buying a digital compendium and exclusive digital items for $10. One quarter of
this went to the prize pool while the other 75% (over $35M) formed a new revenue stream for
Valve, a revenue stream directly related to their esports event and the huge audience it attracts.

Esports Prize Money Growth, 2005-2015

$71.0Me

2014: US & China Lead
2009: Korea’s Esports
Scene Takes a Blow

Source: Newzoo 2015

The Future Lies with the Fans
The Best Brands Facilitate Consumer Creation

This frenetic growth of video and streaming arises from people wanting the ability to live
stream not only games but all events, even mundane aspects of their daily lives. The rapid
growth of live streaming points to a seismic shift in the way technology has been
embraced by both gamers and non-gamers as a means to share content with the world.
It should be understood that every gamer and consumer is not just an end user but also
a broadcaster with the ability to influence millions. The pressure is now on to work with
gamers in brand creation instead of solely advertising to them. More and more,
consumers prefer to be entertained by other consumers rather than professional content.
The Future of Digital Media

This shift of consumers to producers is very disruptive for our industry and the digital media
landscape as a whole. The relationship has shifted from one of consumer and creator to one where
the companies play a facilitating role in consumer creation, and this leads to a direct challenge on
the traditional model of television broadcasting. The impressive viewer numbers from the array of
streaming services currently on the market are simply too irresistible to publishers and third
parties. The ability to not only broadcast but directly interact and work with that many consumers
and potential customers means it's no longer a question of 'if' but 'how quickly' companies from
every sector get involved. The rules of advertising are being rewritten overnight by the streaming
and video phenomenon, with success for third parties arising from how best they understand
experiences, rather than being passive consumers of content. While this change can present certain
challenges to the industry, it also provides significant opportunity and the potential for new or
increased revenues for companies that are able to tap into the content creation power of engaged
consumers and integrate fan-generated video content into their overall strategy.

Consumers in 2005 vs. Prosumers in 2015

2005

Source: Newzoo 2015

Company Profiles
Limelight & Newzoo

About Limelight | Your Content Delivery Partner
As a global leader in digital content delivery, Limelight Networks enables gaming
companies – including many of the industry’s leaders – to deliver exceptional
game, video and web experiences everywhere, on any device. We own and
operate one of the largest private networks in the world and offer an integrated
suite of content delivery services that help publishers deliver streaming and on
demand video, live events, and game and web content at the scale demanded by
the growth of prosumers and gamers-as-producers.
Our extensive experience in media and
broadcast makes us a knowledgeable
partner in gaming’s evolution to video
sharing and publishing. To learn more
about how Limelight can help you enhance
your content delivery strategy, please visit
limelight.com/gaming.

About Newzoo | The Experts On All Things Games
Newzoo is an innovative global market research
and predictive analytics firm with a primary focus
on games. We provide our clients with a mix of
market trends, financial analysis, revenue
projections, consumer insights, data modelling
solutions and predictive analytics services across
all continents, screens and business models.
Newzoo works for the majority of top
25 public companies by game revenue
globally, many independent game
developers as well as leading global
hardware and media companies.
www.newzoo.com
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