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Warning: Scientific Revenue is a Silicon Valley Company
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The Small(ish) Thing
We’re Doing Right Now
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Retail Strategies are Starting to Emerge
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Why This Isn’t So Small
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The Data

The good news is that we’ve finally gotten our priorities in order.
Us.

According to Nielsen, the average U.S. gamer age 13 or older spent
6.3 hours a week playing video games during 2013. That’s up from
5.6 hours in 2012, which was up from 5.1 hours in 2011. If you like
« Average age of players: 30 fun, we're trending in the right direction.

« 58% of Americans play video games

¢ 62% of all gamers are adults

¢ 68% are above 18 and older

e 45% are female (up from 42% in 2012) and are usually over 18

« Average of 2 gamers per household

* 51% of households own at least one console

« Average age of purchaser: 35

e 77% of gamers play at least one hour a week

« 36% play games on their smart phone

« Parents are involved in their kids' game purchases 89%: of the time

« 79 percent of parents place time limits on video game playing, compared with 78 percent who limit Internet usage and
72 percent who limit TV viewing
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Tencent Powers Ahead
Mobile games lift Chinese Internet giant

Tencent’s quarterly net profit Market capitalization’
in billions of dollars

Estimate Facebook

$190

Tencent
$159

Twitter
$254

Nintendo
$127

2012 "13

“Asof Ag. 12 Note: 1 billion yuan = $162.5 million
Sources: Tencent (net profit), Thomson One Analytics (estimate and market capitaiization)
The Wall Street Journal



Setting Prices

Hospitality and Retail Typical Digital Goods Company
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In the World of Airlines

Nonnegotiated pricing

Flexible return policy
Segmentablenarket demand
Highly competitive markets little
or no vendor loyalty

Generally availableatecards

Pre-existing anchoring on pricing
andrates

Infrequent, largedollar amount
purchases

Customers return months or years
later

Low variable costs

Fixedcapacity

Inventorycan be changed from one
product to another

Perishable inventory
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In the World of Digital Content

; sted-pric

A Flexible return policy ahyS &A RSRAbikty talclfér A y 3¢
A Segmentablenarket demand different prices at different times.
or-no-vendorloyalty Market conditions change depending on
- user engagement.

. . - Pricing can be highly personalized and based
A—Preexisting-anchorng-eR-preng on deep knowledge of individual consumer
A—infrequenttargedoliarameount Anchoring depends on vertical but is mostly

purchases mitigated by virtual currency formulations
A—Customersreturn-months-or-years
later Large numbers of small transactions

occurring close together in time

A—Low variable-cests Costs mostly variable

A—lnventorycan-be changed-frem-one Unlimited capacity and inventory
A_Perishable-inventery Durable inventory
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content iIs consumed

A X L& -térm pessigteht
identifier that can be
associated with behavior

AX [ 2yalFAya | @Fradg Fyz2dyia 27
iInformation about the person
(which changes over time)
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saledevice with built in
confidentiality and security
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