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Contents Business: Market Size

Market Size in Japan (1999)
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Hardware: Competition for
De-facto standard

» Xbox -Microsoft
—2001/11 North America.
— 1.5 million by the end of 2001.
—2002/2/22 Japan market.
 PS2 Sony
—2000/3
— Global installed base is 26 million
— Network game service: PlayStation BB
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Software

2002/3/26

Scope of Activities

Generation transition of console machine
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Soft Market 1s Shrinking
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Positive Feedback:
Hardware and Software

 Big installed base in hardware
--many variety of software market
--bigger hard sales

» New hardware had generated bigger
software market.

* But
this feedback cycle collapsed.
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Many New Entrants
but, High Concentration

* Many software venture entered in game
market
— New hardware stimulate new entrants
— Many birth, many death
— Life time of the venture is getting shorter

« Concentration on big firms
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New Entrants and Exit in Game Software
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Event History Analysis
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Concentration Ratio

*Concentration ratio is getting higher after 1995.

SEHEOHR

08
075 | 1
07 .

o

& 065 - 1

#

06 | .

055 7

05 I I I I I I I I I I I I

[5e] <
[=>] [=2]

o~ ) 0 L 1 © ~ ©
o P < © 5 O o =
o =) =

925
96.5
97.5

| —=— 5% —#— E{10% —A— Herfindal Index

© o o o o o

o o o o = =

(=2} ~ [ee] © -—
Herfindal Index

o
o
&

2002/3/26

75—
A:TF7=
BAXE
30

Contents

Shrink in Japanese Market

Concentration on a Few Major Companies

3 Basic Characteristics

2002/3/26

Aol el e

US Game Market
Five Feature in US Market




Characteristic of Game Software

1) High development cost (big fixed cost)

¥100-200 million (¥3 billion at highest)
Retail price ¥5800-6800
Margin of software firms is ¥2000.
¥2000*100,000=¥200 million
Mass sales is necessary.
2) High risk = low hit ratio
Profitable product is 15-20%
movie: 20%, music CD:10%, TV:5%
3) Short lifetime
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Transition of Sales by Week
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Market Size: US > Japan

Hard: 1997
Soft: 1999

Game Market: Japan vs US
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Sales Volume by Major Region
(Software, 1998)
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Market Share of Software
PS and N64 Share by sales
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Location of Game Software Firms

Working Designs

Silicon Valley
3DO, Capcom, Codemaster,
Eidos, Electronic Arts,
Empire Interactive,
Infogrames, Koei, Konami,
LucasArts, Namco,

Seattle -
Bungie » %1%2 NJ
Microsoft C?eCO, 1dway Majesco
Nintendo of America ames Jﬂ
Vatical

Boston
Hasbro Int.

New York
Accalaim, GT

Take Two

Interactive, Simon &
Schuster Interactive,

Natsume, Ripcord, Ubi Soft
Sega of America,SCEA

Dallas

The Gathering of Developers

L.A.
Activision, Atlus, Crave R
. ! Austin
Entertainment, Disney Blue Byte
Interactive, Fox Int., Havas, y

Interplay, Mattel, Novalogic,

North Carolina
Red Storm
Southpeak
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Exclusive Domestic Markets

« Japan to US
Successful product is limited in

— a few famous product

— Software developed by platform firms

— Software developed by American affiliation
« US to Japan

— No big hit title
* Why?
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1) Big PC Market

« US PC game market is bigger than Japan.

USY I+ hi5 (19994F)

000s Unit| 000 $

3 Console 99,147 3,688

PC Entertainment 59,800 1,363

TR éﬁﬂ:IDG, The multimedia Markets in North America and Europe" March 2000
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2) Major genre

* Japan -- RPG
» US — Action and Sports 67%

S LT ERBHERLL: PS 1000

BARmiE 27.7% 37.0%
15.3% 20.0%
19.6%

usmits 13.6%

41.9% 24.9%
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3) High concentration ratio in top
developer

 Concentration ratio is high
little lower in US

Top5 Top 10
Japan (1999) | 61.3%| 75.3%
US (2000) 52.4% 68.8%

ELABAN—RADEEEHE
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4) High concentration in
distribution

 Pressure from big retailer: promotion, price
>> Marketing skill is important

USTIZ/NEE R E 1-10/1999 1-9/2000
PS |Wal-Mart 19% 19%
Best Buy 13% 15%
Toys R Us 14% 15%
Babbage’'s/Funco 9% 13%
Electronics Boutique 11% 12%
Top 5 66% 74%

B Gﬁﬂ:IDG, The multimedia Markets in North America and Europe" March 2000

32
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5) Longer life

— Sales is almost zero in 20th week in Japan.

— Some title have over one year life in US.
— Ranking in Jan. 2001

RANK TITLE Int. Date GENRE Publisher

17 PSXWWF SMACKDOWN NOV'00 WRESTLING __ THQ

2 PSXDRIVER 2 NOV'00 COMBAT RACING INFOGRAMES

3 PSXTONY HAWKS PRO SEP'00  EXTREME SPORT. ACTIVISION

4 PSXFINAL FANTASY IX NOV'00 HARD-CORE RPCSQUARE EA

5 PSXGRAN TURISMO 2 DEC'99 ACTION ORIENTE SONY

6 PSXMADDEN NFL 2001 AUG00 FOOTBALL ELECTRONIC A

7 PSXTONY HAWKS PRO SEP99  EXTREME SPORT. ACTIVISION

8  PSXTEKKEN 3 APR'98 _ FIGHT/HEAD TO | NAMCO

9  PSXDRIVER JUN'99  COMBAT RACING INFOGRAMES

10 PSXSPEC OPS APR'00 _ ACTION TAKE 2 INTERA
200232611 PSXSPYRO: YEAR OF L OCT00 _ PLATFORM/SCRC SONY 33
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Japan: Challenge for Online
Game

Brand new type of game, “online game” is
needed for making new phase of market

growth.

Established Japanese firms had been

skeptical, cautious.

But PC and network infrastructure are
establishing in Japan (2001)

Network capacity of console machine.
Platform: PC or Console

34
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Challenge for Online game

* Online Simulation Game
— Console
— Expansion of packaged software

« MMORPG (Massively Multi-player Online
RPG)
— PC platform

e massive users, communication tool
— Korean co. or JV with Korean and Japan
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