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VIDEO GAMES: A GLOBAL
$45B | NDUSTRY
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Video games are the fastest growing category
of entertainment

A Video games are now larger than pre-recorded music
A Video games capture an increasing share of leisure time as well as money

Global Entertainment Market by Segmeqt2006 vs 2011 Projections
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Latin America market already on par with other
countrieséand gr owil

2007 Hardware + Software Revenue

Spain 5%

France 7%
Canada 39
Japan 16% Nordic 3%

Benelux 39
Other 15%

ltaly 3%

Australia 2%

—> US$1.0B

Latin America 2%

Germany 7%
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Latin America market expected to grow by over
50% by 2011

2011 Hardware + Software Revenue

/ Canada 39
Japan 17% Nordic 3%

Benelux 39

Spain 4%
France 9%

Other 18% Italy 2%

Australia 2%

—> US$1.6B
Latin America 4% (+$500M)

Germany 6%
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Hardware sales in Mexico have been steadily
l ncreasingeéebut still h a

A Mexico is the 5th largest Hardware Units Sold by Platform through 20C
market in the world for Xbox 2,500,000
360 hardware and software,
behind the US, UK, Canada, _ 2,000,000
and Japan ks

A Mexico is not yet a Top 10 % 1,500,000
market for Sony and £
Nintendo hardware g 1,000,000

A Household penetration for g
video game consoles in 500,000
Mexico Is less than 7%,

compared to 20%+ in other .
PS3 Xbox 360 Wii PSP DS

markets mMexico 60,000 550,000 220,000 380,000 330,000
Canada 310,000 710,000 650,000 640,000 1,330,000
Witaly 220,000 210,000 190,000 670,000 960,000
®Spain 400,000 240,000 530,000 1,250,000 2,220,000
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Mexl co represents over
America market i and increasing

A Mexico market Hardware+Software Sales Share
currently represents 100%

over 70% of
publishing revenues 90%
in Latin America 80%

70%
A Software market ’

growing at a 50%-+ 60% Chile
CAGR 50% = Brazil
40% ® Argentina
A Software sales ’ ngico
alone are forecast 30%
to reach $500m by 20% |
2009

10% -

O% I I I I I 1
2003 2004 2005 2006 2007 2008 2009
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Mexico has become a strategically important
market for global publishers

: Average A Global publishers already
Territory : . :
Publisher generate sales in Mexico
- equal to between 2% and
Mexico 6% of US sales
Brazil
A Sales of top titles can be
Venezuela g
very significant (tens of
Central America thousands of units)
Chile A These sales figures are for
Colombia JUSt the ﬁl'eg|t|
pirated, legally imported)
Others * market

Source: NOA/Latamel Conference in Panama Augiis?,82007
* Others includes Argentina, Ecuador, Peru and the Caribbean




Video games are a cyclical industry, and this
cycle continues to break growth records

A Each console hardware cycle typically lasts five to seven years
between product launches, driven by technological advances

A Portable game hardware cycles last longer, as they are more price-
sensitive and cater to a more mainstream audience

40 -

Current cycle

35 A

128-bit peak
30 -

32/64-bit peak
25 A
16-bit peak

20 ~

15 - 8-bit peak

10 ~
5 -

1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

Console Hardware Unit Sales, in Millions

0
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Who are the key regional and global companies? '~§?
STRUCTURE OF THE

GLOBAL VIDEO GAME
| NDUSTRY
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The video game industry involves a broad range
of companies and specialized talent

CL 1 [RDINY (o] o] pa[SII M ASmall creative teams of 10 to 50+

programmers, artists, musicians, producers and designers

OUtSOUI’Cing Service ALanguage or cultural localization

AArtwork and audio/video production

Providers AQuality assurance

ALocal or regional publishers, for domestic games
ASubsidiaries of global publishers, for local market insights

Publishers

Alnventory and production management
ARetail account expertise

Distributors

_ ASpecialized video game retailers (e.g., Game Planet)
Retallers AMass merchandisers (e.g., Costco)
Alndependent retailers
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Today, the game industry in Mexico Is focused
only on the final steps in the value chain

A All industry growth to Product Publishing

date haS focused on Development ALimited local presence by
the consumer: ANo outsourcing or game global publishers

development firms

I Better retail access
I Anti-piracy efforts
I More accessible

prices
A Future growth will _ S
also be driven by up- Marketing Distribution
Stream activities: i — e -
L raeineng deveioped markes s s

and marketing

I Country-specific
publishing and
game content

I Game development :
service providers to Sales fRetal
Avierchandising and

gIObaI firms pricing strategies are on
par with other markets
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Joining the Global Development Community

GAME DEVELOPMENT AND
OUTSOURCING
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Game Development has gone global in big ways
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Clusters of game development skills are
emerging on all continents

Number of Development Studios

US + Canada
Western Europe
Eastern Europe

Japan

South America

Southeast Asia

Australia/NZ
Africa
Mexico
100 200 300 400 500 600 700 800
Mexico Africa Australia/ Southeast South Japan Eastern Western us +
NZ Asia America Europe  Europe Canada
# Studios 3 5 43 46 49 70 146 245 742

Source: www.gamedevmap.com

Copyright © 2008 International Development Group




Three game development opportunities exist for

Mexi co I n todayos
Service Local Game Outsourced
Provider Development Development

Creating games
Subcontracting of and content
labor-intensive specifically
production work designed for
Mexican audiences

More risk, but
greater potential
reward

Primary incentive is
reducing cost
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