April 21, 2020

Video Gaming and Esports:
Ready for Its Moment
Esports, a form of competitive video gaming, has a reputation for packing
stadiums and attracting mass viewership numbers to rival traditional sports.
With the COVID-19 pandemic leading to the suspension or cancellation of
many mainstream sports events, esports stands apart for how easily it can
shift live competitions to a fully virtual format. As people continue staying at
home for an extended period of time, more are turning to video games and
esports for entertainment and to stay connected to others.
Topics will include:

New technology and business models used by video game
publishers to increase engagement and revenues

Insights from Nielsen on key drivers of growth in esports
sponsorship and media rights

Key events impacting the video game and esports industry and how
the top players in this space are responding
Speakers:
Nicole Pike, Managing Director, Nielsen Esports
Ed Lopez, Head of ETF Product, VanEck
John Patrick Lee, CFA, Product Manager, VanEck

vaneck.com

Video Game Stocks Outperforming Broad Market
MVIS Global Video Gaming and eSports Index Performance YTD
12/31/2019 - 4/15/2020
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2

3/10/2020
S&P 500

MSCI ACWI

3/24/2020

4/7/2020

Not All Video Games are Esports Titles

Gaming refers to the use of electronic
games and their associated content.

Esports refers to organized competition
undertaken by a player, groups of players,
or organizations (and their associated
content) within Gaming.

Source: Nielsen Esports.

Competitions Form Around Esports-Appropriate Titles
 Competition Structure is Both Similar and Different from Traditional Sports

Source: Nielsen Esports.

Why Video Gaming and Esports Now?


COVID-19 related spike in gaming engagement is an acceleration of trends that have been in place for years
— Esports and video game metrics have been setting records across a number of metrics and platforms
— Video game industry growth supported by broader trend of consumer demand for online, interactive entertainment; the fragmentation of
digital media (ie, cord-cutting); and demographic shifts



Video game publishers poised to benefit the most from esports phenomenon
— Publishers are now largely running esports leagues for their own titles, like Call of Duty and Fortnite
— Allows publishers to further monetize their IP through media rights for esports broadcasts on TV and online



Video gaming is a globally diversified industry by game and by region, with both developed and emerging markets consumers
— Gaming is popular globally, but different games resonate across different countries
— Mobile gaming is providing long-term growth momentum for video game stocks, particularly in emerging markets countries

This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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Video Games are Big (and Growing) Business
 Game publishers develop and market video games and own the commercial rights to those games
 Mobile gaming, the youngest channel by tech age, has grown quickly into the largest
 “Game as service” model is helping to boost popularity of games while increasing revenue life-cycle
Global Digital Games Revenue

Source: SuperData, A Nielsen Company.
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Esports Becoming More Measurable and Comparable...

Source: Nielsen & Activision-Blizzard Esports Leagues.
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Average Minute Audience (000s)

...Which Builds Comparability and Trust

Source: Nielsen Third Party Reporting.
Traditional Sport Viewership Numbers From Nielsen Sports September 2019, Regular Season Viewership On All Networks.
Overwatch League Data Compiled By Nielsen – Full Regular 2019 Season.
This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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Cord Cutting is Real

Source: Nielsen Esports Fan Insights – US Market.
This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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Esports Fans are a Valuable Audience to Reach

Source: Nielsen Esports Fan Insights and Nielsen Games 360 Report – 2019, US Market.
This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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Broad Support from Domestic Consumer Demand
Selected Video Game and Esports Stock Performance
12/31/2019 - 4/15/2020

60

Bilibili (China), 52.30

50

Cumulative Total Return (%)

40
30

Sea Ltd (Singapore), 26.96

20
Activision Blizzard (U.S.), 12.32

10

Tencent Holdings (China), 4.81

0
-10
-20

12/31/2019

1/14/2020

1/28/2020

Tencent Holdings (China)

2/11/2020

Sea Ltd (Singapore)

2/25/2020

Source: Morningstar
This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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MVIS® Global Video Gaming and eSports Index




Companies must derive at least 50% of total revenues from video gaming and/or esports to be initially eligible for the index
—

Revenue requirements ensure targeted exposure to video gaming and esports companies

—

Focus on the largest pure-play video gaming companies

—

Modified market cap weighting ensures that no single company dominates the index

What companies don’t meet inclusion requirements?
—

Companies like Microsoft (Xbox), Sony (PlayStation), and Amazon (Twitch.tv) generate substantial revenue dollars from other
sources besides video gaming and esports related business lines

—

Due to index revenue percentage rules, these companies are excluded to maintain the index’s focus on video gaming and esports

Included in index

Reason for inclusion

Excluded from index

Reason for exclusion

Activision Blizzard

Video game developer

Alphabet

Tech conglomerate (based on revenue test)

Nintendo

Video game developer

Amazon.com

Tech retail (based on revenue test)

Tencent Holdings

Video game developer

Microsoft

Tech conglomerate (based on revenue test)

NVIDIA

Hardware company

Sony

Tech conglomerate (based on revenue test)

Advanced Micro Devices

Hardware company

Intel

Hardware (based on revenue test)

Source: MVIS. This is not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
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Questions
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DISCLOSURES

THIS MATERIAL MAY ONLY BE PROVIDED TO YOU BY VANECK AND IS FOR YOUR PERSONAL USE ONLY AND MUST NOT BE PASSED ON TO THIRD PARTIES WITHOUT THE PRIOR EXPRESS
WRITTEN CONSENT OF VANECK. IF YOU HAVE NOT RECEIVED THIS MATERIAL FROM VANECK, YOU ARE HEREBY NOTIFIED THAT YOU HAVE RECEIVED IT FROM A NON-AUTHORIZED
SOURCE THAT DID NOT ACT ON BEHALF OF VANECK AND THAT ANY REVIEW, USE, DISSEMINATION, DISCLOSURE OR COPYING OF THIS MATERIAL IS STRICTLY PROHIBITED. BEFORE
MAKING AN INVESTMENT DECISION, PLEASE CONSULT A QUALIFIED INVESTMENT AND TAX ADVISOR.
Any projections, market outlooks or estimates in this material are forward-looking statements and are based upon certain assumptions that are solely the opinion of VanEck. Any projections, outlooks or
assumptions should not be construed to be indicative of the actual events which will occur. Further, any information regarding portfolio composition, portfolio composition methodology, investment process or
limits, or valuation methods of evaluating companies and markets are intended as guidelines which may be modified or changed by VanEck at any time in its sole discretion without notice.
The performance data quoted represents past performance. Past performance is not a guarantee of future results.
Forecasts, estimates, and certain information contained herein are based upon proprietary research and the information contained in this material is not intended to be, nor should it be construed or used as
investment, tax or legal advice, any recommendation, or an offer to sell, or a solicitation of any offer to buy, an interest in any security. References to specific securities and their issuers or sectors are for
illustrative purposes only and are not intended and should not be interpreted as recommendations to purchase or sell such securities or gain exposure to such sectors. The strategy may or may not own the
securities or be exposed to the sectors referenced and, if such securities are owned or exposure maintained, no representation is being made that such securities will continue to be held or exposure
maintained.
Indices are unmanaged and are not securities in which an investment can be made. Index returns do not reflect a deduction for fees & expenses.
MVIS® Global Video Gaming and eSports Index is the exclusive property of MVIS (a wholly owned subsidiary of Van Eck Associates Corporation), which has contracted with Solactive AG to maintain and
calculate the Index. Solactive AG uses its best efforts to ensure that the Index is calculated correctly. Irrespective of its obligations towards MV Index Solutions GmbH, Solactive AG has no obligation to point out
errors in the Index to third parties.
All investing is subject to risk, including the possible loss of the money you invest. As with any investment strategy, there is no guarantee that investment objectives will be met and investors may lose money.
Diversification does not ensure a profit or protect against a loss in a declining market. Past performance is no guarantee of future results.
Non-VanEck proprietary information contained herein has been obtained from sources believed to be reliable, but not guaranteed. No part of this material may be reproduced in any form, or referred to in any
other publication, without express written permission of VanEck.
© 2020 VanEck.
VanEck Securities Corporation, Distributor 666 Third Avenue, New York, NY 10017 800.826.2333
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DEFINITIONS
Esports : Competitive gaming at a professional level and in an organized format (a tournament or league) with a specific goal (i.e., winning a championship title or prize money) and a
clear distinction between players and teams that are competing against each other.
Esports Enthusiasts: People who watch esports more than once a month.
Esports Event: A competitive gaming tournament or league organized by a third party, where players and/or teams compete against each other with the goal to win.
Media Rights Revenue: Revenues generated through media property, including all revenues paid to industry stakeholders to secure the rights to show esports content on a channel.
Merchandise and Tickets Revenue: Revenues generated by the sales of tickets for live esports events and merchandise.
Advertising Revenue: Revenues generated by advertisements seen by viewers via esports content, which are paid for per impression.
Sponsorship Revenues: Revenues generated by teams and organizers through sponsorship deals.
Game Publisher Fees: Revenues paid by game publishers to independent esports organizers for hosting events. This excludes investments or spending by game publishers on their
own events, as we consider that to be part of their regular marketing efforts.
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