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Asians are virtual already
How long before we are too?

Benjamin Joffe | CEO, Plus Eight Star Ltd.
Virtual World Conference | Second Life, 2010.09



The Challenges

* "Who would pay for things that don't exist?"
* "Asians are not like us"

e "Online friends are not real”



“Love Plus” by Konami
NNTENOR)G,

$ LOVEPLUS S

HRINS=Z

G ;NSICER O GAAC)
RELSIERA “g.m,}

o3 s v,
‘‘‘‘‘ =& ~§E. L]
'”é.'. !34

el = ::i A

O BEAER

W ATy T ER =

W e 509 —BER =

o s 1 5

s ) O »
Ll :\!\

Map data ®2010 AND, Europa Technoicgies, Geocentre Consulting, Mapabc, SK M&C, ZENRN -



Just Married In Guam
(Nov. 2009)

Fiancee
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Gartner’s Hype Cycle

AVISIB|LITY

Peak of Inflated Expectations

Plateau of Productivity

Slope of Enlightenment

Trough of Disillusionment

Technology Trigger TIME




Second Life’s Second Life
Past the Trough of Disillusionment




Why me?

SL: Limited flight hours
Avatar provided
Asia? Not Asian

East time in San Francisco :-)



However...

4 years 1 year 5 years

@benjaminjoffe
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What | do

CEO, Plus Eight Star | www.plus8star.com

* Digital Strategy & “Innovation Arbitrage”
* Best practices from Asia’s web and mobile world

Partner, Cmune | www.cmune.com
* Online gaming company
* First 3D FPS on Facebook, MySpace and Apple.com

Founder | Mobile Monday Beijing

* Monthly forum for mobile professionals
* 36events, 130 speakers, 3,000 participants

Angel Investor, Advisor, Keynote Speaker
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The future is already here —
it is just unevenly distributed

\

William Gibson
Science Fiction Writer



TNNOVATION
& DIGITAL
CULTURES



Social Aspects of Technology

“When a technology
becomes boring, that's
when the social effects
become interesting.”

Clay Shirky, Professor, NYU
Author, Here Comes Everybody




Today

* Half-way through the valley of disillusion
* Nothing better than SL since 20037

* Businessissues getting sorted thanks to games
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BOREDOM ‘
Z EXTREMELY
DULL

SELF-ENTERTAINMENT NECESSARY
FOR MAINTAINING CONSCIOUSNESS

“boredomis the mother of creativity”



Understanding Online Behavior



20+ years of research...

Howard Rheingold Habitat (Lucasfilm, 1986)



”REALITY

Worst game ever.



Plan

. Learning from Asia
. Semantic prisons
. Learning from offline behavior

. Some ideas about the future, and our role






Digital Goods Market for 2009

Sources: www.plus8star.com (Asia) - Inside Virtual Goods, Oct 2009 (US)



Virtual Worlds?

* Mostvirtual worlds have failed

* Online games make millions

* Social games too, and grow fast






Answers

World’s #3 largest

Internet company
after Google and

#2 youngest self-
made billionaire
in the world after
Mark Zuckerberg
of Facebook
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Pony Ma’ CEO’ Tencent Yoshikazu Tanaka,CEO,GREE




Market Caps (May 2010)
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QIM & QZone
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More on Tencent

* Revenue 2009 S$1.8B

* Net Profit Margin 40%

* Revenue from Digital Goods 90%
— Digital currency
— Multiple payment methods

— Purchase, rental, subscriptions...



Gree Home

@®GREE

LEBRR

Advertising —
- BEE (IN\F—/FTFAM)
- 847 YT

Oe

.

o

~ Avatars & items -
TIARIRA VRGO . HEMIST T T AT

#HAa8bt. Bﬁwﬂ!iﬁb

’ Games N

- 747AEHA‘§'6&:§L30‘7 v7

11:30
Shin Takamiya

Advertising &
Affiliates | 25%

B2C virtual
goods | 75%

60% avatars
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Mobile App Platform since Oct.09
(330 apps as of February 2010)
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Online Games in China

* 2009:$3.75B

* 105 million game users
— SNS games = 87.7% (92 mln)
— MMOs =22.7% (24 mIn)
— Single-player PC games = 36.1% (38 min)



Is Asia’s success unique?
Two major shifts

1. Business shift

2. Mindsetshift



Business shift

Packaged software legacy

Online business models
— Subscription
— Digital goods

Obvious in Facebook and IMVU

Second Life “pivoting”



Chinese Online Games Companies

e Listed on NASDAQ

« NETEASE

« SHANDA
SHANDA GAMES
PERFECT WORLD
CHANGYOU
GIANT INTERACTIVE

e Listed on HKSE
« TENCENT
« NET DRAGON
 KINGSOFT

NTES
SNDA
GAME
PWRD
CYOU
GA

0700
0777
3888

$3.93B
$2.65B
$1.56B
$1.208
$1.498B
$1.64B

$30.6B
S250M
S595M

Dataas of: 21 June 2010



Total Market Cap

* Andthe total is...
* 8 Gaming Companies
* TENCENT
* TOTAL

* Comparables
» ACTIVISION BLIZZARD
» ELECTRONICS ARTS
» TAKE TWO INTERACTIVE
* UBISOFT
* ATARI
» TOTAL

$13.3B
$30.6B
$43.9B

S14.27B

S5.28B

S853M

S817M

Delisted from NASDAQ

$21.2B
Dataas of: 21 June 2010



More Comparables

* Korea
* NHN (Naver, Hangame) S7.6B
* NCSOFT S3.8B
* NEXON Private (S6B offer?)
* Japan
* SEGA SAMMY S4.1B
* KONAMI S2.5B
* SQUARE ENIX S2.3B
* NAMCO BANDAI S2.2B
* CAPCOM $1.2B
* (NINTENDO S44.2B)

Dataas of: 21 June 2010



Virtual Worlds

e Strengths
— Exploration
— Creativity
— Online Economy

e \Weaknesses
— No social graph
— No fun!

* IMVU, Second Life “pivoting”






