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This is a preview of a research report from Business Insider Intelligence, Business
Insider's premium research service. To learn more about Business Insider Intelligence,

click here.

What is eSports? History & Rise of Video Game
Tournaments

Years ago, eSports was a community of video gamers who would gather at conventions

to play Counter Strike, Call of Duty, or League of Legends.

These multiplayer video game competitions would determine League of Legends
champions, the greatest shooters in Call of Duty, the cream of the crop of Street Fighter

players, the elite Dota 2 competitors, and more.

But today, as the history of eSports continue to unfold, media giants such as ESPN and
Turner are broadcasting eSports tournaments and competitions. And in 2014, Amazon
acquired Twitch, the live streaming video platform that has been and continues to be
the leader in online gaming broadcasts. And YouTube also wanted to jump on the live

streaming gaming community with the creation of YouTube Gaming,

eSports Market Growth Booming
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To put in perspective how big eSports is becoming, a Google search for "lol" does not
produce "laughing out loud" as the top result. Instead, it points to League of Legends,
one of the most popular competitive games in existence. The game has spawned a
worldwide community called the League of Legends Championship Series, more

commonly known as LCS or LOL eSports.

What started as friends gathering in each other's homes to host LAN parties and play
into the night has become an official network of pro gaming tournaments and leagues
with legitimate teams, some of which are even sponsored and have international reach.

Organizations such as Denial, AHQ, and MLG have multiple eSports leagues.

And to really understand the scope of all this, consider that the prize pool for the latest

Dota 2 tournament was more than $20 million.

Websites even exist for eSports live scores to let people track the competitions in real
time if they are unable to watch. There are even fantasy eSports leagues similar to
fantasy football, along with the large and growing scene of eSports betting and

gambling.

So it's understandable why traditional media companies would want to capitalize on
this growing trend just before it floods into the mainstream. Approximately 300 million
people worldwide tune in to eSports today, and that number is growing rapidly. By

2020, that number will be closer to 500 million.

eSports Industry Analysis - The Future of the
Competitive Gaming Market

Financial institutions are starting to take notice. Goldman Sachs valued eSports at $500
million 1n 2016 and expects the market will grow at 22% annually compounded over

the next three years into a more than $1 billion opportunity.

And industry statistics are already backing this valuation and demonstrating the
potential for massive earnings. To illustrate the market value, market growth, and
potential earnings for eSports, consider Swedish media company Modern Times

Group's $87 million acquisition of Turtle Entertainment, the holding company for ESL.

YouTube has made its biggest eSports investment to date by signing a multiyear
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broadcasting deal with Faceit to stream the latter's Esports Championship Series. And

the NBA will launch its own eSports league in 2018.

Of course, as with any growing phenomenon, the question becomes: How do
advertisers capitalize? This 1s especially tricky for eSports because of its audience
demographics, which is young, passionate, male-dominated, and digital-first. They live
online and on social media, are avid ad-blockers, and don't watch traditional TV or

respond to conventional advertising.

So what will the future of eSports look like? How high can it climb? Could it reach the
mainstream popularity of baseball or football? How will advertisers be able to reach an

audience that does its best to shield itself from advertising?

Business Insider Intellipence, Business Insider's premium research service, has

compiled an unparalleled report on the eSports ecosystem that dissects the growing

market for competitive gaming. This comprehensive, industry-defining report contains
more than 30 charts and figures that forecast audience growth, average revenue per

user, and revenue growth.

Companies and organizations mentioned in the report include: NFL, NBA, English
Premier League, La Liga, Bundesliga, NHL, Paris Saint-Germain, Ligue 1, Ligue de
Football, Twitch, Amazon, YouTube, Facebook, Twitter, ESPN, Electronic Arts, EA
Sports, Valve, Riot Games, Activision Blizzard, ESL, Turtle Entertainment,
Dreamhack, Modern Times Group, Turner Broadcasting, TBS Network, Vivendi, Canal
Plus, Dailymotion, Disney, BAMTech, Intel, Coca Cola, Red Bull, HTC, Mikonet

Here are some eSports industry facts and statistics from the report:

e eSports 1s a still nascent industry filled with commercial opportunity.

¢ There are a variety of revenue streams that companies can tap into.

¢ The market is presently undervalued and has significant room to grow.
e The dynamism of this market distinguishes it from traditional sports.

¢ The audience is high-value and global, and its numbers are rising.

* Brands can prosper in eSports by following the appropriate game plan.
¢ (Game publishers approach their Esport ecosystems in different ways.

e Successful esport games are comprised of the same basic ingredients.
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Digital streaming platforms are spearheading the popularity of eSports.

Legacy media are investing into eSports, and seeing encouraging results.

Traditional sports franchises have a clear opportunity to seize in eSports.

Virtual and augmented reality firms also stand to benefit from eSports.
In full, the report illuminates the business of eSports from four angles:

¢ The gaming nucleus of eSports, including an overview of popular esport genres
and games; the influence of game publishers, and the spectrum of strategies they
adopt toward their respective esport scenes; the role of eSports event producers
and the tournaments they operate.

¢ The eSports audience profile, its size, global reach, and demographic,
psychographic, and behavioral attributes; the underlying factors driving its
growth; why they are an attractive target for brands and broadcasters; and the
significant audience and commercial crossover with traditional sports.

« eSports media broadcasters, including digital avant-garde like Twitch and
YouTube, newer digital entrants like Facebook and traditional media outlets like
Turner's TBS Network, ESPN, and Canal Plus; their strategies and successes in
this space; and the virtual reality opportunity.

* eSports market economics, with a market sizing, growth forecasts, and regional
analyses; an evaluation of the eSports spectacle and its revenue generators, some
of which are idiosyncratic to this industry; strategic planning for brand marketers,
with case studies; and an exploration of the infinite dynamism and immense

potential of the eSports economy.
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