
In this July-Aug edition of our Asia Online Games series, we expand our analysis to 

the broader Asia Pacific region c.60% ( of worldwide mobile game revenue as of 

July), tracking the top 15 regional game publishers across mainland China, South 

Korea, ASEAN, and Japan and the top by revenue in the world. 1,500 mobile games 

July (global mobile game revenue -11% yoy, mainland China -6%/Korea 

-6%/AESAN -8%/Japan +9%) continues to be a contrasting month with short-term 

industry fundamentals pressured by weaker broader gaming 

environment/post-COVID normalization, while leading game companies still envision 

long-term prospects of existing IP and forward pipeline by pursuing quality 

studios/developers through M&A. 

Investors’ top of mind questions include: 1)   Asia game market post-Covid 

slowdown in the face of rising macroeconomic volatility, and potential inflection 

timeline before end-2022;  China Banhao approvals for international games, 2)

especially for mainland China’s top 2 players Tencent/NTES,  Secular growth 3)

opportunities offered by the game verticals, with global game-related M&A 

remaining solid in both volume/transaction value in YTD2022, despite weaker 

near-term trends. 

What to expect next:  

Most gaming companies will report in next 2 weeks (detail dates in Exhibit 1), 

and we see forward guidance on 3Q trends, new game pipelines, and levers for 

legacy games as key points to monitor. Into 2H22, we see a continued post-Covid 

normalization trend in the global gaming market, both in/outside mainland China. We 

believe the broad growth slowdown is likely to persist till 4Q22, given the 

relatively high comps and varied reopening trend across regions. Key focus areas 

remain on the resilience of legacy games, Banhao approvals for Tencent/NTES and 

slowdown/inflection timeline for PUBG mobile/Free Fire titles. 

Investment ideas: Buy - Tencent, NetEase (NTES/9999.HK), SEA; - Netmarble, Sell 

Krafton 

Relevant reports: NetEase Inc.(NTES) 1) : 2Q preview: likely another solid quarter 
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on market share gain; re-sizing Diablo  China revenue; Buy 

2) Sea Ltd. (SE): 2Q22 Preview: Expect GMV growth to decelerate but eCommerce 

cash burn to improve sequentially; Buy 

3) Krafton (259960.KS): In-line 2Q earnings expected but Street overly bullish on The 

Callisto Protocol; Maintain Sell; NCSOFT Corp. (036570.KS): 2Q22E preview; Expect 

weak OP from steeper sequential LW revenue decline; Maintain Neutral 

 

Mainland China (-6% yoy), despite (yoy %) industry weakness likely continuing n

into 3Q22E amid supply constraints, timespent declining on re-opening, industry 

wide base-effect and weakened macro; all eyes remain on new approvals, grossing 

trend of legacy games: 

Tencent (-8% yoy domestic Monthly Grossing). Investor focus will likely be o

on whether Tencent games may be included in the next batch of approvals 

(esp. international game approvals) and grossing stablization on legacy games. 

For international games, Tencent with its 2H international pipeline could 

continue to outperform global peers on room for market share gains. 

Near-term, % yoy decline in Monthly Grossings in July has widened from 

June in domestic markets, though we note the base re-set of minor gaming 

contribution for domestic games should begin in Sept-22. Key areas to 

watch: 1) Sept domestic grossing performance following the rebase;  2)

International game’s Banhao approvals,  stabilization of  titles 3) PKE/PUBGM

domestically/internationally, Pace and consolidation of global gaming M&A 4) 

deals. 

 

Exhibit 1: Summary of our Asia Game coverage: Key watch points and debates, timeline of catalyst events, and differences between current 
2Q22-July 2022 grossing run rate and our estimates 
For Sea/Garena, the game revenue figure is referring to gross billing 

 

 

Source: Company data, Goldman Sachs Global Investment Research, SensorTower, Visible Alpha Consensus Data
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NetEase: (-9% yoy domestic). We expect game revenues to grow at 13% o

yoy in 2Q22E, 20ppts quicker pace of growth relative to industry underpinned 

by market share gains across both mobile and PC games; Key areas to 

watch: 1) Domestic Banhao approvals (Justice Mobile, Naraka Mobile likely 

year-end/early 2023), run-rate of  mainland China;  4Q22 2) Diablo Immortal 3)

release of Harry Potter Japan. 

Bilibili: Global grossing (ex. jointly-operated games) +114% yoy in July o

(domestic +122% yoy, international +84% yoy), with the inflection 

underpinned by release of in mainland mainland China and Space Hunter 3 

Pretty Derby in Taiwan. While we note Pretty Derby monthly grossing remains 

solid in August, IOS grossing ranking of  has declined Space Hunter 3

meaningfully. 

ASEAN (-8% yoy), specifically for SEA’s (-45% yoy) Garena, we believe  the 1)n

stabilizing of Free Fire’s grossing following the post-Covid fatigue and more 2) 

visibility on are the key catalyst for Sea. In the past few months, we have pipeline 

been encouraged by the stabilized user engagement since March, with Free 

Fire Free Fire Max+  MAU edging up Julyon a MoM basis in , by refreshing content 

and incentivizing time spent. However, grossing remains weak heading into 3Q22, 

as Garena intentionally slowed monetization to retain users. We expect Garena to 

increase monetization at a paced schedule post the recovery of user engagement, 

and hence to grossing bottom in 3Q22E. 

Korea (-6% yoy): With key game launches slated toward the latter part of the year, n

we believe the main debates around the companies will be product life cycle 

management for existing games before new games kick in incremental data and  

(i.e. exact launch date, pre-launch marketing activities, details on business model) on 

upcoming blockbuster games before their launch. 

For NCSOFT (+23% yoy) , we believe the revenue trajectory of  and  LW LMo

will be key drivers of earnings while investors will be mostly looking for more 

details around  launch in 4Q (key interest around specific business model). TL

We expect  (Region 1, launched Nov 2021) to sequentially decline by LW

c.40% in 2Q22E as we observe   grossing rankings have been LW Korea

competing shoulder to shoulder with  throughout 2Q, whereas we had LM

expected  to remain a solid #1. In Taiwan,  has maintained robust LW LW

grossing ranking #1 throughout 2Q. 

For Krafton (-21% yoy Krafton self-pub), we expect  franchise mobile PUBGo

revenue to drive near-term earnings but the main event for the year will likely 

be the launch of , which recently set its launch date to The Callisto Protocol

Dec 2, 2022, improving visibility for the pipeline. With 2Q22 being a relatively 

weak season, we expect mobile revenue to decline (-11% YoY, 21% QoQ), 

which drives an 18% sequential decline for the overall top line (-7% YoY) 

accordingly. Mostly driven by QoQ decline in top line, OP will also decline 

sequentially, W160bn on our estimate. 

For Pearl Abyss (-49% yoy), we believe investor expectations are likely low o

for being a turnaround given the lukewarm datapoints BDM mainland China  
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thus far post its Apr launch. We also think there could be some risk of game 

launch delay around  (current expectation of 4Q22 launch). The Crimson Desert

most imminent launch would be Black Clover Mobile (RPG, Korea/Japan), 

which we expect to be launched in 3Q22 (GSe). 

For Netmarble (+1% yoy), which saw an OP loss in 1Q, we believe key o

debates for the short term would be on its top-line recovery through new 

game launches - namely, Cross Worlds’ global launch (May 25) and Seven 

Knights Revolution Korea (July 28). 

* Unless otherwise stated, all grossing figures are yoy % trends of July-2022. 

The authors would like to thank Joy (Haoyang) Yu for her contributions to the report. 

 

 

Exhibit 2: Global mobile game grossing revenue yoy % trend by region 
As the global mobile game industry (ex. mainland China) is in the midst of a transition against tough comps created by the pandemic benefits for the 
majority of 2022, global mobile game grossing saw another -11% yoy in July or -3% for 2yr CAGR. 

 

 

Source: SensorTower, Goldman Sachs Global Investment Research
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Exhibit 3: Key Asia Gaming names’ monthly snapshot 

 

 

Source: SensorTower, Company data, data compiled by Goldman Sachs Global Investment Research
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Exhibit 4: Key Asia online gaming stocks comp sheet 
Japan game publishers data are based on Visible Alpha Consensus Data, and the rest are based on GSe 

 

TPs are based on a 12-month period. 
 

Source: Company data, Goldman Sachs Global Investment Research, Visible Alpha Consensus Data
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Mainland China: Industry-wide weakness to continue yet diverging trend 
from market share gainers persist 

 

 

 

Domestic performance: Industry weakness (yoy %) to continue in 3Q22. Since 

May-22, mainland China’s mobile game industry has encountered headwinds including: 

1) Game supply constraints amid lower quantity of Banhao approvals, especially 

towards relatively high-ARPPU games; 2) Game timespent dropping on re-opening in 

economically developed regions in mainland China, which has led to a redirection of 

user timespent/dollar spent to physical goods, with total timespent on games growing 

+7% yoy (vs. 21% yoy in April); 3) Industry-wide base effect given controls around 

minor gaming timespent/spending, commenced since Sept-21; and  4) Weakened 

macro that has dented users’ online entertainment spending. While we view most of 

the headwinds as cyclical (except for NPPA’s banhao issuance preference), we still see 

limited likelihood for the industry to resume positive yoy (%) growth in the upcoming 

months given the low visibility on industry pipeline, as the 4 batches of banhao 

approvals issued YTD did not include new titles that demonstrate blockbuster potential, 

in our view. 

July grossing -6% yoy in the domestic mainland China market, widened the decline 

from -3% yoy in June. By company, Monthly Grossings: Tencent -8% yoy/+7% mom, 

NetEase -9% yoy/-4% mom, Bilibili +122% yoy/+67% mom, according to SensorTower. 

Domestic regulation: On 1 August, the NPPA issued the 4th batch of approvals of the 

monetization license (Banhao) for 69 domestic games (our note), on par with the 67 

approvals in the 3rd July batch issued 20 days ago. Aside from the further shortened 

approval time frame (20 days vs. 34 for the 3rd batch and 57 for the 2nd batch) as well 

as the issuance focus skewing towards SMEs, we note Bilibili received 1 approval, after 

already obtaining 2 approvals in the July batch. No Banhao has been granted to 

Tencent/NetEase just yet. 

International expansion: Wider-than-industry magnitude of decline for Chinese 

publishers. While the global mobile game industry (ex. mainland China) is in the midst 

of a transition against tough comps created by the pandemic benefits for the majority of 

 

Exhibit 5: Mobile game grossing YoY% and MoM% trends: domestic and international (ex.mainland China) 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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2022, grossings saw another -11% yoy/-15% yoy decline for industry/Chinese game 

publishers in July. We observe the weaker-than-industry performance of Chinese 

publishers by-company: Tencent -36% yoy given the high base of Supercell and 

grossing drop of ; NetEase -8% yoy. Bilibili saw its July international grossing PUBGM

+67% yoy, primarily due to the release of Pretty Derby in Taiwan market. 

Latest game grossing trends from Tencent, NetEase and Bilibili 

Tencent: Global mobile grossing -13% yoy (domestic -8% yoy constant FX, 

international -36% yoy) in July, a month with widened decline from domestic markets, 

with the company entering the last month before the base re-set of minor gaming 

contribution starting Sept-22. By key title: 

Internationally, 1)   grossing was hindered by post-COVID normalization, PUBGMn

with July grossing dropping 39% yoy, with the weakness to likely extend towards 

year-end  Supercell grossing declined by 34% yoy. We note the SensorTower 2)

grossing has not captured PC game revenue trend (such as V Rising, that has 

contributed over US$50mn) 

Domestically, n

Legacy games: Honour of Kings (HoK) saw grossing growth at -3% yoy in o

July, with the season 28 expansion pack, released on June 23, supporting July 

grossing, despite the challenging comps. Peacekeeper Elites (PKE) saw 

grossing decline of -45% yoy in July, against a record high comp in July-2021, 

also partly due to the decline of revenue from change in controls around 

minors game timespent.  

New games: LOL: E-sport manager ( ), the e-sport 英雄联盟电竞经理o

simulation adaption game that is based off the IP has turned out to be LOL 

Tencent’s largest new release domestic game on grossing contribution, with 

2.0% total market share in July (despite just being launched on 20 July). 

NetEase: Global grossing -8% yoy (domestic -9% yoy constant FX, international 

-8% yoy) in July, as Diablo Immortal’s grossing contribution has not fully kicked-in in 

July. By key title:  

Internationally, NetEase’s grossing dropped 8% yoy in July, driven by a combination n

of a 21% decline in JPY:USD but offset by solid traction in Knives Out Japan, 

through its IP collaboration with One Piece and Sword Art Online. 

Domestically: n

Diablo Immortal was released 25 July, contributing 11% of NetEase July o

grossing. We now project the game to gross Rmb4.1bn for the first year or 

c.Rmb890mn for first month, after attaining c.Rmb270mn grossing for the 

first week since July 25. 

Legacy games: Fantasy Westward Journey (FWJ) saw grossing -21% yoy in o

July, after its 4 consecutive month of grossing growth (Mar-June 2022). Harry 

Potter China saw grossing -15% mom in July, remaining on a declining curve. 

Infinite Lagrange remains as NetEase’s 3rd largest mobile game domestically 
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in July, which we expect to gross Rmb536mn/Rmb2.1bn revenue in 

2Q22E/2022E, reflecting user re-acceleration on a major content expansion 

update and corresponding user acquisition spending. 

Bilibili: Global grossing (ex. jointly-operated games) +117% yoy in July (domestic 

+122% yoy, international +84% yoy), with the inflection underpinned by release of 

Space Hunter 3 Pretty Derby in mainland China and  in Taiwan. While we note Pretty 

Derby grossing remains solid in August, IOS grossing ranking of  has Space Hunter 3

declined meaningfully. 

 

 

Exhibit 6: Tencent: international and domestic grossing performances 
Tencent international mobile game grossing includes Supercell, Miniclip, Pocket Gems and Marvelous 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Exhibit 7: NetEase: international and domestic grossing performances 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Exhibit 8: Bilibili: international and domestic grossing performances 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Exhibit 9: XD: international and domestic grossing performances 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Timespent and Engagement of mainland China’s top 50 mobile games dropped 2% in 

July 2022, at similar pace compared with -1% in June, given consumer behavior change 

after lockdown lifted since June 

 

Imminent game pipeline update:  

1) Tencent now possesses a confirmed pipeline of 40+ new games dedicated to global 

audiences, which will be published by Level Infinite and other subsidiaries in 

2022E-2024E, including 20+ games for 2022 as of May. 

Domestic: LOL: E-sport manager ( ), the e-sport simulation 英雄联盟电竞经理n

adaption game that’s based off the LOL IP has turned out to be Tencent’s largest 

new-release domestic game based on grossing contribution, with 2.0% total 

market share in July (despite having only been launched on 20 July). 

International - investee studios & partnership: 1)  V Rising, the PC survival action n

RPG developed by Tencent investee, Stunlock Studio, sold 2.5mn copies as it went 

into early access on May 17, grossing over US$50mn; Into 3Q22, Tencent will 2) 

release  through Funcom; Metal: Hellsinger Tower of Fantasy through Level Infinite 

 and Turbo Golf through Sumo Group. 

2) NetEase  has 5 games (with Banhao) pending launches domestically, yet with only 1 

game with a confirmed release date - Viva Le Football for 1 Oct. Longer term, we 

expect: 

Diablo: Immortal, the action RPG title that is co-developed with Activision Blizzard, n

was released in mainland China on 25 July. With the game tracking at No. 2/3 on the 

IOS grossing chart for the first week, we currently estimate the game to gross 

Rmb0.9bn/Rmb4.1bn in cash revenues in first month/12 months. 

 

Exhibit 10: Games: timespent on games dropped 2% yoy in July, largely on par with -1% yoy in June. 

 

 

Source: QuestMobile,  data compiled by Goldman Sachs Global Investment Research
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Harry Potter: Magic Awakened: Confirmed 2022 global release, with its overseas n

closed beta testing (incl. Japan, where NetEase will be the main publisher) 

concluded on . We estimate the Japan version to be launched in , and 30 July 4Q22E

reach a similar level of grossing as Knives Out (2-3% of Japanese mobile game 

market share). 

Naraka: BladePoint Mobile: We estimate the game could reach a potential n

Rmb6.1bn revenue (equivalent to 10% of our 2023E mobile game revenue 

assumption). We expect potential Banhao approval for the game as early as March 

2023. 

Justice Mobile: We expect Banhao approval as early as end-2022 or 1H23 using n

average lead-time of NetEase domestic games, or historical martial-arts MMORPG 

games’ lead-time as proxy. 

3) Bilibili : Bilibili has a total of 7 games in the pipeline slated for 2H22-1H23 release, 

after obtaining 3 approvals of its domestic games:  1) Non-anonymous instruction (非匿

名指令), a mobile based CCG game with 141k pre-registration users on Bilibili, and has 

kicked-off the beta test on 4-Aug-2022; 2) ChangAn Bai Wan Guan ( ), a 长安百万贯  

mobile based business simulation game with 79k pre-registration users on Bilibili app 

store. 
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Exhibit 11: Tencent: domestic game pipeline 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 12: NetEase: domestic game pipeline 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 13: Bilibili: domestic and international pipeline 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Summary of Tencent and NetEase international pipelines 

 

 

Exhibit 14: Tencent now possesses a confirmed pipeline of 40+ new games dedicated to global audiences, which will be published by Level 

Infinite and other subsidiaries in 2022-2024E, including 20+ games for 2022 as of August, which has expanded from 10 games as of Jan. 

 

 

Source: Company data, data compiled by Goldman Sachs Global Investment Research
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Target Price, TP Methodology and Risks 

Tencent: Our 12-month SOTP-based target price is , implying 69% upside. We HK$503

are Buy-rated. Downside risks: More intense industry competition in performance-based 

advertising, unexpected delay in game launches/Banhao approvals, more intense 

competition in long-form video with larger margin drag, slower-than-expected growth in 

FinTech and Cloud businesses, reinvestment risk, and technical selling pressure from 

Prosus. 

NetEase: Our 12-month SOTP-based target prices of   US$120/HK$187 for

NTES/9999.HK, imply 33%/35% upside. We are Buy-rated on NTES/9999.HK. Downside 

risks: Weaker performance of legacy games; slower-than-expected monetization 

ramp-up of new games; more intensive competition in games, e-commerce, education 

and other business areas. 

Bilibili: Our 12-month DCF-based target prices of US$28/HK$219 (WACC of 15% and 

terminal growth rate of 3%) imply 20%/17% upside. We are Neutral rated on 

BILI/9626.HK. Upside risks: 1) Further growth in time spent share; 2) Stronger online 

game revenue growth; 3) Progress on cost-cutting initiatives. Downside risks: 1) 

Intensified competition for user time spent from other entertainment contenders, 

notably from short-form video companies; 2) Weaker-than-expected game grossing and 

pipeline due to Banhao suspension; 3) Losses continue if content costs/revenue sharing 

does not fall as a percentage of revenue.

 

Exhibit 15: NetEase has a pipeline of over 7 international games in 2022, with the next meaningful 
contributor likely to be Harry Potter Japan, though the launch date has not been confirmed yet. 

   Game Genre Release date Region

Naraka: Bladepoint mobile   Battle Royale 2023 Worldwide

Naraka: Bladepoint console   Battle Royale 2022 Worldwide

Harry Potter: Magic Awakened   MMORPG 4Q22 Japan, Korea, ASEAN

Lost Light   FPS 8/31/2022 Worldwide

Dead by Daylight Mobile   Horror 4/28/2022 Asia

The Lord of the Rings: Rise to War   SLG 4/15/2022 Japan, Korea, Macau, Hong Kong, Taiwain

  Vikingard MMORPG 3/21/2022
Canada, United States, France, Germany, 

United Kingdom, Australia

Revelation   MMORPG 10/4/2021 Korea

   Harry Potter: Magic Awakened MMORPG 9/9/2021 Mainland China, Macau, Hong Kong, Taiwan

The Lord of the Rings: Rise to War   SLG 9/6/2021 Worldwide

Genesis Masterwork Apocalypse   CCG 7/28/2021 Japan, Taiwan

MARVEL Duel   CCG 7/22/2020 Hong Kong, Thailand, Malaysia

X2: Eclipse   CCG 7/1/2021 Korea

Neko Crush   Simulation 6/26/2021 United States, Thailand

Onmyoji: Kindergarten   CCG 5/21/2021 Japan

Murderous Pursuits   Action 4/30/2020 Thailand, Singapore, Canada, Taiwan

Flower and Sword  MMORPG 4/24/2020

Canada, Singapore, Malaysia, Australia, 

United Kingdom, Thailand, Korea, Germany, 

฀ France, Vietnam, Hong Kong

Infinite Lagrange   SLG 4/21/2021 USA, Germany, Japan

Onmyoji: The Card Game   CCG 9/21/2020 Japan, Thailand, Hong Kong
 

 

Source: Company data, Goldman Sachs Global Investment Research
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South Korea: Focus on downward stabilization of relatively new games 
 

 

NCSOFT (036570.KS), Netmarble (251270.KS), Krafton (259960.KS) and Pearl Abyss 

(263750.KQ) are covered by Eric Cha. 

Korea: With key game launches slated toward the latter part of the year, we believe the 

main debates around the companies will be product life cycle management for 

existing games before new games kick in and incremental data (i.e. exact launch date, 

pre-launch marketing activities, details on business model) on the upcoming blockbuster 

games before their launch. 

For NCSOFT specifically, we believe the revenue trajectory of  and  will be LW LMn

key drivers of earnings while investors will be mostly looking for more details around 

TL launch in 4Q (key interest around specific business model). We expect  LW

(Region 1, launched Nov 2021) to sequentially decline by c.40% in 2Q22 as we 

observe LW Korea grossing rankings have been competing shoulder to shoulder 

with  throughout 2Q, whereas we had expected  to remain a solid #1. In LM LW

Taiwan,  has maintained robust #1 grossing ranking throughout 2Q. LW

For Krafton, we expect  franchise mobile revenue will drive near term PUBGn

earnings but the main event for the year will likely be the launch of , Callisto Protocol

which recently set its launch date to Dec 2, 2022, improving visibility for the 

pipeline. With 2Q22 being a relatively weak season, we expect mobile revenue to 

decline (-11% YoY, 21% QoQ), which should drive an 18% sequential decline for the 

overall top line (-7% YoY) accordingly. Mostly driven by QoQ decline in top line, OP 

will also decline sequentially, W160bn on our estimate. 

For Pearl Abyss, we believe investor expectations are likely low on BDM China n

being a turnaround title given the lukewarm datapoints thus far post its Apr launch, 

and we also think there could be some risk of game launch delay around Crimson 

Desert (current expectation of 4Q22 launch). The most imminent launch would be 

Black Clover Mobile (RPG, Korea/Japan), which we expect to be launched in 3Q22 

(GSe). 

For Netmarble, which saw an OP loss in 1Q, we believe key debates for the short n

term would be on its top line recovery through new game launches - namely, Cross 

Worlds’ global launch (May 25) and Seven Knights Revolution Korea launch (July 28). 

Target Price, TP Methodology and Risks 

NCSOFT: We maintain our Neutral rating on NCSOFT with a 12m TP of W430,000, 

based on 20x target P/E to NTM+1Y EPS of W21,684. For the short-term, product life 

cycle management of existing major mobile games (i.e. LM, L2M, LW) pose as both 

upside and downside risk to earnings, in our view. Additional downside risk may come 

from delay in key game launch (  is currently slated for launch towards 2022 year-end), TL

while better-than-expected performance from  could result in earnings upside as well TL

as re-rating for the stock with other games in the pipeline could be perceived as having 

higher hit ratio in the overseas market.  
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Netmarble: We maintain our Sell rating on Netmarble with an SOTP-based 12m TP of 

W82,000. This implies target NTM+1Y (2023E) P/E of 22x, compared to global peer 

average (excl Netmarble) of 20x. Upside risks: 1) A more resilient revenue performance 

from  and  would provide meaningful upside risk to our earnings; 2) as we are BSR L2R

bearish on the company owing to its dependence on external IP games, meaningful 

successes from self-developed games would provide upside risk to revenue as well as 

our OP margin assumptions; 3) meaningful increase in the value of investment assets 

would provide upside risk to Netmarble’s SOTP valuation. 

Krafton: We maintain our Sell rating on Krafton with a 12m TP of W210,000, based on 

18x target P/E (10% discount on global peer average excluding Krafton) applied to 

NTM+1Y EPS of W11,464. Key upside risks include better-than-expected product life 

cycle management for  and better-than-expected performance from PUBG The Callisto 

Protocol, which could subsequently lead to re-rating of the stock, on top of earnings 

upside.  

Pearl Abyss: We maintain a Neutral rating with a 12m target price of W65,000, based on 

18x target P/E (global peer average) applied to NTM+1Y EPS of W3,628. Upside risks 

include better-than-expected performance from , BDM China Black Clover, CD, DokeV 

etc., better product life cycle management of existing IP, a more recurring revenue 

stream from venture capital subsidiary, further multiple expansion from portfolio 

diversification and metaverse/NFT development. Downside risks include 

softer-than-expected  revenue from overseas, which could arise from differences in BDM

user behavior regarding in-game item sales or from potentially intensifying competition 

from other Korean developers. Delays in the game launch schedule could also weaken 

investment sentiment. Other risks include weaker-than-expected performance of new 

pipelines (e.g., CD, DokeV, PLAN 8 etc.). 
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Exhibit 16: South Korean mobile game publishers: worldwide grossing by player snapshot 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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ASEAN:  still the largest battle royale, but continues to drift lower Free Fire

on a yoy (%) basis with weakness seen across countries 
 

 

Sea Limited (SE) is covered by Pang Vittayaamnuaykoon 

SEA: At Garena, we believe  the stabilizing of 1) Free Fire’s grossing following the 

post-Covid fatigue and more visibility on continue to serve as the key 2) pipeline 

catalysts for Sea. In the past a few months, we find encouraging the stabilized user 

engagement since March, with Free Fire Free Fire Max+  MAU edged up on MoM basis 

in , manifesting the effectiveness of Garena’s proactive moves in refreshing July

contents and incentivizing time spent. However, grossing remains weak heading into 

3Q22, as Garena intentionally slowed monetization to retain users. We expect Garena to 

increase monetization at a paced schedule post the recovery of user engagement, and 

hence grossing bottom in 3Q22to . In terms of profitability, we expect EBITDA margin 

to remain under pressure for the following quarters in 2022 as Garena is committed to 

investing into the Free Fire franchise while enhancing its pipeline. In the longer term, we 

believe the title is likely to follow MOBA’s path and see potential for revenue to be 

reinvigorated with operational efforts. Meanwhile, Garena started publishing the 

sandbox game platform globally from July 5 in regions including Blockman Go 

Indonesia, Brazil and Thailand, and launched the 3rd round testing of Alpha Ace in June 

as a publisher. Despite at a nascent stage, it has shed light on the company’s potential 

to diversify their game portfolio especially post the fatigue at Free Fire.  

Free Fire 

Based on SensorTower, Free Fire revenue decline stabilized at -c.45% yoy in the n

last a few months, with weakness across countries including USA, India, Brazil, 

Indonesia and Thailand. Note that, revenue from SensorTower does not include the 

portion of revenue that Garena generated through off platform top up. Downloads 

picked up sequentially in July post the weakness in June, with robust momentum 

observed in Brazil, Indonesia, Mexico and Columbia. That said, Free Fire remains the 

top title in the battle royale / FPS genre. In Brazil, Mexico, Thailand and Indonesia, 

Free Fire is still the largest battle royale / FPS game ranking above both Call of 

Duty PUBG mobile and .  

Garena is committed to investing in its Free Fire franchise. According to n

SocialPeta, it has topped the traffic acquisition spending list among non-mainland 

China mobile games at Andorid devices in June, primarily spending in the U.S., 

Vietnam and Pakistan market in the month.  

Free Fire has been rejuvenating the franchise with upgraded visual design. n

They recently unveiled a new logo featuring a more modern and dynamic look with 

the key details players are familiar with retained. They also updated the UI with new 

layout for mode selection and mission pages. 

To celebrate its fifth anniversary, Free Fire unveiled its plan to host the first in-game n

performance collaborating with popular artists in August. It will also bring back 

popular themed content, exclusive rewards and give during the celebration aways 
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event. 

Blockman Go 

Garena launched the game globally in in 5 regions including July Indonesia, Brazil n

and Thailand.  The game resembles Minecraft Roblox and  and is uniquely optimized 

to be compatible with lower end smartphones. 

Since first being launched in 2017, grossing has been healthy as per SensorTower, n

reaching per month at a peak level, despite weakening upon Post-Covid US$500k 

reopening. are also particularly with the version updates earlier Downloads strong 

this year. Total downloads have surpassed 100mn, with most contributions from 

Brazil, Vietnam and Indonesia. For context, Roblox recorded US$631mn total 

bookings as of 1Q22 with bookings per DAU at US$11.67. 

Arena of Valor 

Net Revenue growth (yoy) increased sequentially in July, while downloads growth n

marginally softened compared with 2Q/1Q 2022. We note multiple collaborations 

with popular animation IPs in the last quarter, including Ultraman skins released in 

June 2022. Also in July, Garena launched update patch with new revamped hero 

Helen, battlefield changes and core game-play improvements. By country, for 

downloads we see stronger yoy growth momentum in Indonesia, Singapore and 

Thailand, while on revenue Malaysia, Hong Kong and Philippine led the growth. 

Moonlight Blade 

Garena entered full launch of PC and mobile on August 2 in Moolight Blade n

Thailand. Previously, 1.2mn players showed interest in pre-registration. We note that 

Garena’s  global grossing (excl. mainland China) has dipped Moonlight Blade

sequentially in June/July vs. earlier this year. 

Acquisition of VIC Game Studios 

As reported on July 27, a South Korean game developer, VIC Game Studio (VIC), 

closed a funding worth c.US$27mn led by Garena. VIC was founded in 2020 by key 

personnel that produced The Seven Deadly Sins: Grand Cross, a blockbuster 

animation IP-based mobile RPG title. They are currently focused on promoting a number 

of new games, including another animation IP-based title Black Clover Mobile. It is 

scheduled to be released in 2022 and has recorded 283k pre-registrations on TapTap.   

Target Price, TP Methodology and Risks 

Maintain Buy on SE as we continue to view Sea as a winner in the fast-growing 

gaming, ecommerce and digital finance markets in Asia, and we expect further upside 

from its successful move into LATAM. Our 12-month SOTP-based TP remains 

unchanged at US$176. 

Key risks: 1) Competition from global peers; 2) macroeconomic and geopolitical risks 

and exchange rate volatility; 3) execution in new markets e.g. LATAM/India; 4) inability to 

derive synergies from all three businesses. 
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Exhibit 17: ASEAN mobile game publishers: worldwide grossing by player snapshot 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Japan mobile game grossings by publisher 
 

 

 

Exhibit 18: Japanese mobile game publishers: worldwide grossing by player snapshot 

 

 

Source: SensorTower,  data compiled by Goldman Sachs Global Investment Research
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Deutsche Bundesbank and disseminates research in the Federal Republic of Germany and those jurisdictions within the European Ec  onomic Area
where GSI is not authorised to disseminate research and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish 
Financial Authority disseminates research in the Kingdom of Denmark; GSBE - Sucursal en España (Madrid branch) subject (to a limited extent) to local 
supervision by the Bank of Spain disseminates research in the Kingdom of Spain;  GSBE - Succursale Italia (Milan branch) to the relevant applicable 
extent, subject to local supervision by the Bank of Italy (Banca d’Italia) and the Italian Companies and Exchange Commission (Commissione Nazionale 
per le Società e la Borsa “Consob”) disseminates research in Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR 
disseminates research in France; and GSBE - Sweden Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish 
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