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" THE GAMING SECTOR ABOUT TO RE-SPAWN?" 

 China has signed a stopgap measure 

 But global growth should remain strong 

 Creativity and technology make the world of gaming ever more gigantic and attractive 

 

 

 GRAPHIC OF THE WEEK: "The interactive games industry is taking a break". 

 

FINANCIAL MARKET ANALYSIS 

The video game sector has been one of the big beneficiaries of confinement during the covid-19 

pandemic, up 50.6% in 2020 and 78% since the March 2020 lows.  

The performance is significantly worse this year, down 14%, as the industry faces difficult comparables. 

Admittedly, the spread of variant delta has helped increase game time and generated double-digit growth 

in global net income for the interactive games sector. In contrast, global vaccination is growing at a steady 

pace. The relaxation of lockdown measures suggests that screen time will decrease.  

70

90

110

130

150

170

190

210

230

250

70

90

110

130

150

170

190

210

230

250

2019 2020 2021

S&P 500 Interactive Home Entertainment

Nintendo Co Ltd

Sony Group Corp

Tencent Holdings Ltd

2020 YTD

47% -13%

48% -23%

34% 17%

45% -20%

October 11, 2021 

Source: Bloomberg, Atlantic Financial Group 



 
 

 
 

2 
 

1- China has signed a stopgap measure 

The Chinese Communist Party's measures, announced in early August, to restrict the amount of screen 

time children are allowed to play video games have weighed on the sector's overall performance.  About 

two-thirds of Chinese teenagers play online games. (see Fig. 2) 

 

Fig. 2 - Average age of Chinese players 

 

 

 

 

 

 

 

 

 

 

 

These stricter measures will be a blow to game makers' revenues. For large companies like Tencent, 

sales to minors account for less than 3% of local revenue, so this should have a minimal impact on the 

company's revenues. However, NetEase, which derives three-quarters of its revenue from games, could 

see a significant drop in revenue. 

Regulators have also limited the maximum monthly amount (USD 57) that Chinese teenagers can spend 

on games. Indeed, Chinese players do not hesitate to use microtransactions to win more quickly. 

These account for the majority of online gaming spending and are strongly correlated with the number 

of hours spent playing. The more time people spend playing, the more virtual items are purchased.  

Finally, Chinese technology companies have been affected since the beginning of the year by the 

intrusion of the Chinese Communist Party into their business affairs. In addition to facing tough 

comparables, they have to be resourceful to be able to reassure the Chinese government. Tencent had 

already anticipated these stricter government regulations by taking steps back in 2017 designed to 

protect younger players (see Fig. 3). Yet every time Tencent has included surveillance tools in its games, 

the stock price instead tended to rise in the weeks that followed. These policy decisions are a drag but 

have not had any real impact so far on revenue or the stock price. 

 

 

Source: Newzoo March 2021 survey of 4,500 respondents, Atlantic Financial Group 
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Fig. 3 - Tencent's performance after the strengthening of anti-addiction protection measures 

 

 

 

 

 

 

 

 

 

    

As China approaches its respawn point*... 

 

 

2- ...Global growth in the sector is expected to remain strong 

The global gaming market was valued at $178 billion in 2020 and is expected to reach a value of $314 

billion by 2026, growing at a CAGR of nearly 10% during the period 2021 - 2026. 

Looking at video game software sales alone, these are expected to grow at 10.5% per year between 

2019 and 2023, up from 11.9% between 2015 and 2019. In 2020-2021, due to social distancing to 

combat the Covid-19 pandemic, new console releases and slow growth in cloud computing, video 

game sales growth was much stronger than expected. 

In addition, digital "streaming" distribution promises to increase margins even if sales gains were to 

slow down. Indeed, game downloads have margins about 20% higher than physical sales while each 

additional digital content has even higher margins. 

The sector has many growth opportunities, disparate according to geography. The strongest growth is 

in Africa/Middle East followed by the Americas. (see Fig 4).  

The major players in the market are Sony Corporation, Microsoft, and Nintendo. These companies are 

striving to continue to innovate and launch next generation game consoles to maintain their leadership. 

The rest of the industry is highly fragmented as the demand for online games and increasing 

penetration of mobile applications in different regions is leading to increased competition.  Some of 

the video game publishers/developers include Electronic Arts, Activision Blizzard, Take -Two, Bandai 

Namco, Roblox and Ubisoft. 

 

 

*Respawn point: in a video game, the place where a character resurrects.  
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Fig. 4 - Growth of the video game market by geographical area 

 

 

 

 

 

 

 

 

 

 

Each game genre favours a particular medium. Indeed, the Xbox (Microsoft) accounts for 50% of player 

engagement in vehicle simulation games (five times more than the PlayStation!). The PC accounts for 

over 75% of engagement in MMORPGs (Massive Multiplayer Online Role-Playing Game), with the 

PlayStation (Sony) being the second largest player with only 14%. Furthermore, PlayStation dominates 

in realistic sports games, with a share of over 60% compared to 5% for the PC. (see Fig. 5)  

 

Fig. 5 - Player profiles by console  

 

 

 

 

 

 

 

 

 

Nintendo's Switch console is not included in the previous graph but offers games specifically developed 

by Nintendo, exclusively, which players cannot access through other platforms. We find blockbusters 

that endure after decades (Super Mario, Mario Kart...) or recent successes like Animal Crossing. 

 

 

Source: Mordor Intelligence, Atlantic Financial Group 
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3- Creativity and technology make the world of gaming ever more gigantic and attractive 

Some industries have entered the world of video games to offer new experiences to their customers. 

We talked about this in the WIF of 23.08.2021. The Luxury sector used the metaverse for its fashion 

shows during the 2020 confinements. An original alternative and an invitation to come and discover the 

world of interactive media. 

Video games are also becoming living places and competing with dating sites. Similarly, some dating 

sites such as mysweetroom.com function like video games. The virtual universe is thus becoming more 

and more present in daily life. It opens up new opportunities and allows the video game market to grow. 

In the education sector, digital games can be alternatives to textbooks. They are becoming educational 

tools and taking market share from the growing education sector. Educational technology (often called 

"edTech") can help students become more engaged in learning. Video games are a more playful way 

to learn and help develop new skills.  

Video games also offer virtual sports, more commonly known as eSports. eSports has grown 

considerably in recent years thanks to social networks and services like Twitch, which have popularized 

players and clans. But it really took off during the covid-19 pandemic, when sports competitions had to 

be cancelled to prevent the spread of the virus, accelerating eSports adoption among the younger 

generation, who are keen on new entertainment. 

 

According to estimates, last year 

400 million people watched 

eSports content, a number that 

should continue to grow, with 

stars like Ninja and the "FaZe" clan 

generating millions of dollars in 

revenue from sponsorship and 

advertising.  

 

The next Olympic Games in Beijing will be held without foreign spectators and the Chinese are taking 

inspiration from the technologies developed by eSports to promise international spectators to 

experience these games as if they were there. The world of video games inspires and creates value in 

many areas. 

 

Conclusion:  

The video game market is taking a breather after a stellar 2020, but the fundamentals remain good. 

Although China is forcing the industry to regulate itself within its borders, growth is strong in other parts 

of the world and market share is being gained in new areas. The interactive virtual world is growing 

and consolidating. This points to a potential increase in valuations, but also to higher margins and 

profits for the large leading companies. 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 717.5         44.81 0.7% -3.2% 12.8% 16.9% 27.3%
USA (S&P 500) 4 391          48.49 0.8% -2.6% 18.2% 18.4% 31.5%
USA (Dow Jones) 34 746       52.30 1.3% -0.7% 15.2% 9.7% 25.3%
USA (Nasdaq) 14 580       44.21 0.1% -4.6% 13.7% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 454.9         45.09 0.8% -2.7% 17.0% 0.8% 27.3%
UK (FTSE 100) 7 096          52.95 1.0% 0.1% 13.2% -11.4% 17.2%
Switzerland (SMI) 11 765       45.06 1.6% -3.6% 13.1% 4.3% 30.2%
Japan (Nikkei) 28 498       38.82 -2.5% -6.6% 3.6% 18.3% 20.7%

Emerging (MSCI) 1 257          46.19 0.9% -4.0% -0.8% 18.8% 18.8%
Brasil (IBOVESPA) 112 833     48.13 -0.1% -0.5% -5.2% 2.9% 31.6%
Russia (MOEX) 4 238          70.09 3.9% 5.9% 34.8% 14.8% 38.4%
India (SENSEX) 60 283       65.23 2.2% 3.1% 26.8% 17.2% 15.7%
China (CSI) 4 936          53.74 1.3% -0.8% -3.8% 29.9% 39.2%

Communication Serv. (MSCI World) 113.79       44.35 0.3% -5.1% 14.1% 24.2% 25.1%
Consumer Discret. (MSCI World) 391.1         45.86 0.7% -3.5% 3.8% 37.0% 28.2%
Consumer Staples (MSCI World) 272.2         38.57 0.8% -3.3% 3.7% 8.8% 22.4%
Energy (MSCI World) 196.6         73.72 4.3% 15.2% 41.3% -27.7% 13.9%
Financials (MSCI World) 150.7         60.67 2.4% 1.9% 24.7% -3.1% 24.1%
Health Care (MSCI World) 344.9         34.17 -0.4% -5.9% 9.9% 15.4% 23.3%
Industrials (MSCI World) 317.6         39.28 0.5% -3.9% 11.2% 11.8% 27.2%
Info. Tech. (MSCI World) 514.6         41.64 0.0% -5.2% 14.1% 46.2% 47.5%
Materials (MSCI World) 345.9         39.42 1.2% -5.0% 8.9% 21.6% 20.8%
Real Estate (MSCI World) 216.7         35.35 -0.4% -6.0% 13.3% -5.7% 24.0%
Utilities (MSCI World) 150.5         37.87 1.0% -5.9% 2.0% 4.8% 22.3%

Bonds (FTSE)
USA (7-10 Yr) 1.61% 31.03 -1.1% -2.0% -3.8% 9.3% 7.4%
Euro Area (7-10 Yr) 0.11% 32.21 -0.5% -1.1% -2.4% 4.5% 6.7%
Germany (7-10 Yr) -0.13% 27.08 -0.5% -1.3% -3.2% 3.0% 3.0%
UK (7-10 Yr) 1.16% 20.53 -1.1% -3.2% -6.2% 5.4% 4.8%
Switzerland (7-10 Yr) -0.07% 29.06 -0.7% -1.4% -2.4% 0.4% 2.0%
Japan (5-10 Yr) 0.09% 34.53 -0.2% -0.3% -0.2% -0.1% 0.0%
Emerging (5-10 Yr) 4.67% 18.60 -0.5% -3.0% -2.9% 5.2% 13.3%

USA (IG Corp.) 2.22% 30.47 -1.0% -1.8% -2.0% 9.9% 14.5%
Euro Area (IG Corp.) 0.38% 27.05 -0.3% -0.7% -0.5% 2.8% 6.2%
Emerging (IG Corp.) 4.88% 11.71 -1.2% -2.7% -2.2% 8.1% 13.1%

USA (HY Corp.) 4.16% 37.39 -0.3% -0.6% 4.2% 7.1% 14.3%
Euro Area (HY Corp.) 3.21% 22.77 -0.4% -0.7% 3.2% 2.3% 11.3%
Emerging (HY Corp.) 7.12% 16.78 -0.6% -3.2% -1.7% 4.3% 11.5%

World (Convertibles) 444.8         43.14 -0.3% -2.4% 3.9% 38.8% 17.3%
USA (Convertibles) 606.2         46.50 -0.2% -2.1% 5.4% 54.5% 22.8%
Euro Area (Convertibles) 4 094          40.03 0.0% -2.1% -0.6% 6.1% 7.6%
Switzerland (Convertibles) 186.3         28.76 -0.2% -0.5% -0.3% 0.5% 2.4%
Japan (Convertibles) 198.8         41.29 -0.5% -1.4% 2.2% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 720.0         77.36 n.a. 0.9% 7.2% 2.5% 9.3%
Distressed 945.9         74.78 n.a. 0.5% 10.0% 1.5% 1.4%
Event Driven 806.7         75.73 n.a. 2.3% 12.1% 3.1% 8.2%
Fixed Income 391.5         78.40 n.a. 0.3% 4.7% 2.2% 6.1%
Global Macro 1 178.7      33.70 n.a. 0.9% 7.2% 2.0% 10.4%
Long/Short 922.5         73.33 n.a. 0.9% 7.8% 3.6% 12.2%
CTA's 338.5         27.33 n.a. 0.0% 7.2% -3.2% 9.0%
Market Neutral 285.6         62.88 n.a. 0.0% 4.5% -0.1% 1.6%
Multi-Strategy 689.8         76.46 n.a. 0.3% 5.9% 1.4% 7.3%

Volatility
VIX 18.77         46.31 -11.3% 4.5% -17.5% 65.1% -45.8%
VSTOXX 20.28         46.15 -15.6% -1.0% -13.2% 67.5% -41.5%

Commodities
Commodities (CRB) 562.4         n.a. 1.1% 35.4% 26.7% 10.5% -1.9%
Gold (Troy Ounce) 1 755          45.02 -0.8% -1.8% -7.5% 24.9% 18.3%
Oil (WTI, Barrel) 79.35         70.69 2.2% 14.5% 63.5% -20.5% 34.5%
Oil (Brent, Barrel) 83.78         72.45 4.3% 14.1% 62.1% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 94.056       60.88 0.3% 1.6% 4.6% -6.7% 0.2%
EUR 1.1585       35.38 -0.3% -1.9% -5.2% 9.7% -2.2%
JPY 112.69       29.94 -1.6% -2.4% -8.4% 5.3% 0.9%
GBP 1.3672       50.52 0.5% -1.2% 0.0% 2.8% 3.9%
AUD 0.7336       55.45 0.8% -0.4% -4.7% 9.5% -0.4%
CAD 1.2458       64.36 1.1% 1.5% 2.1% 1.8% 5.0%
CHF 0.9269       47.29 -0.2% -0.6% -4.5% 9.8% 1.4%
CNY 6.4360       59.98 0.1% 0.2% 1.4% 6.7% -1.2%
MXN 20.722       28.53 -1.1% -4.1% -3.9% -4.9% 3.8%
EM (Emerging Index) 1 719.1      36.36 -0.3% -0.9% 0.0% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 


