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Executive Summary 

1. China’s gaming industry and development trends 

With the popularization of Internet and mobile devices over the past 10 years, China has evolved into the 

NO.1 gaming market in the world and contributed to around 27.5% of the global game market revenue in 

2018, with a revenue of around USD 37.9 billion.  

Like the global market stratum, in China, mobile gaming has risen to the first pillar, followed by client 

gaming, browser game and console game. In addition, new trends are emerging:  

 the market is being gradually monopolized by two giants Tencent and NetEase (accounting for 

around 80% of the market) 

 the rise of mobile gaming 

 more and more Chinese gaming companies are shifting their focus to overseas market to acquire 

more users 

 the wave of electronic sports 

 fusion with other industries such as entertainment, TV, advertising and etc. 

What goes together with these booming numbers are both the maturation as well as bubbles of the industry. 

Especially in 2018, to better regulate the gaming market, Chinese regulator, namely the State 

Administration of Press, Publication, Radio, Film and Television of the People’s Republic of China 

(SAPPRFT) and the Ministry of Culture & Tourism, suspended the approval of gaming license and even 

pulled some games off the store and asked them to amend their contents. This has definitely struck a blow 

on the industry.  

2. Gaming industry in Chengdu 

In 2004, Chengdu government decided to open the local entertainment and culture market and invited 

private capital to get involved into this market. Together with government support, the gaming industry in 

Chengdu has embraced a rapid development with leading gaming companies opening their branches there 

and local forces coming to the stage. After the bubble period of 2013-2015, Chengdu, once called the ‘City 

of 1,000 Gaming Companies’, has seen the number of gaming companies being reduced to around 400 with 

a special strength in R&D. 

Though Israel is not as big as China in the gaming market size and share, it is very competitive in big data, 

computing and algorithm, and we can see expect more cooperation between China and Israel in the gaming 

sector as well as affiliated sectors.  
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China’s Gaming Market Overview 

I. Overview of China’s Gaming Market 

1. General Landscape 
After nearly 30 years’ development of its gaming sector, China has already become the ‘No.1 player’ 

in the world both in terms of the market size and number of users. Starting from the traditional computer 

and console games, nowadays China has a developed gaming industry with diversified and flourishing 

vertical sectors, including PC games, console games, mobile games and electronic sports. According 

to the 2018 China’s Gaming Industry Report, despite a growth slowdown, in 2018 the sales income of 

China’s gaming industry reached 214.44 billion yuan, a YoY of 5.3%, or 23.6% of the global gaming 

sales income. The number of Chinese game users reached 626 million, a YoY of 7.3%.  

 

Different from Israel or some other countries, in order to publish games in China publishers must first 

get approval from both the State Administration of Radio, Film and Television (SARFT) and the 

Ministry of Culture & Tourism. However, between March 2018 and December 2018, SARFT 

suspended issuing licenses due to internal re-structuring and improved regulation over contents of 

games, which caused a heavy blow to China’s gaming industry. Otherwise, the sales volume of gaming 

industry would be even higher in 2018.  

As SAPPRFT re-started to issue game licenses, China’s gaming market is relieved and expected to 

continue its robust growth in future.  
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2. Different verticals 
When being cascaded into different verticals, mobile gaming still took the bulk of the market with a 

sales volume of 133.96 million yuan, or 62.5% of China’s total; the share of client gaming slid to less 

than 30% with a sales volume of 61.96 million yuan; the share of browser gaming dropped severely to 

5.9% with a sales volume of 12.65 million yuan; and the share of console gaming was less than 1%.  

 

1) Mobile gaming 

With the population of cell phones, tablets and other mobile devices, mobile gaming is the fastest-

growing and biggest sub-sector in China’s gaming market. In 2018, the actual sales income of China’s 

mobile gaming industry reached 133.96 billion yuan, or 62.5% of the overall gaming sales income in 

China. In spite of the headwind, China’s mobile gaming has realized a 15.4% YoY and accounted for 

30.8% of the world’s mobile gaming market.  
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2) Client gaming 

China’s client gaming sector realized a sales income of 6.196 billion yuan in 2018, or 28.9% of the 

overall gaming sales income in China, a YoY drop of 4.5%. Unlike mobile gaming, after 2013, client 

gaming got into a ‘stagnant-like’ stage with sales income fluctuating around 60 billion yuan per year.  

 

3) Browser gaming 

In 2018, the sales income of China’s browser games decreased by 18.9% to 1.265 billion yuan, or 5.9% 

of China’s overall gaming sales income. Reasons behind such phenomenon include the popularization 

of mobile games, lack of new and quality browser games and increase of advertising cost and etc.  

 

 

  

167.1

233.2
271.6

366.9

451.2

536.6

608.9 611.6
582.5

648.6
619.6

0.0

100.0

200.0

300.0

400.0

500.0

600.0

700.0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

S A L E S  I N C O M E  O F  C H I N E S E  C L I E N T  G A M E S

RMB 100 million

0.59

0.91

1.38

2.03

2.71

3.29
3.07 2.97

2.75
2.57

2.23

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

S A L E S  I N C O M E  O F  C H I N E S E  B R O W S E R  G A M E S

RMB 100 million



 
 
 

 

6 
 

4) Electronic sports 

Another new ‘rising star’ is electronics sports, not only in the world but also in China. In 2017, the 

market size of electronic sports in China reached over 65 billion yuan. And in 2003, General 

Administration of Sport of China officially recognized electronic sports as sports competition item, 

which has further promoted the development of electronic sports. Leading companies like Tencent, 

Hero, NetEase and Giant Networks are developing or distributing electronic sports games; in the 

meantime, professional player clubs are established to make the industry more professional and 

competitive; other ‘outsider’ players like Suning, JD, Bilibili, and Top Sports, to get one more share of 

the booming market, have been acting as sponsors to both games and professional player clubs. 

One typical example is LPL (League Legends) that has a well-established global competition 

mechanism. Now there are 13 professional clubs/leagues in China and regular matches are held 

domestically and abroad.  

5) Chess/Card games 

Gambling games are prohibited in China whereas chess/card games are favored by Chinese people. In 

2018, among the Top100 Chinese Mobile Games (Revenue), card games ranked 5th with a share of 

6.9%. But, concerned with the blurring boundary between chess/card games and gambling games, 

Chinese regulators have taken even sticker measures to regulate this sub-sector. For example, in the 

second half of 2018, five big Chinese chess/card gaming companies were summoned for ‘official meet-

up’. And 50 people from one company in Zhejiang were arrested. But as long as people cannot cash 

out the virtual currency used in games, there will be no regulative concern.     

 

3. Listed Chinese gaming companies 
In terms of gaming companies, by the end of 2018, there were altogether 199 listed gaming companies 

in China, including 151 A-share companies (namely companies listed in China’s Shanghai Stock 

Exchange and Shenzhen Stock Exchange), 33 H-share companies (namely companies listed in the Hong 

Kong Stock Exchange), 15 listed in US and another 144 listed in NEEQ. Among all gaming companies, 

Tencent and NetEase games accounted for 80.6% of China’s overall gaming products income, in which 

Tencent took a major share of 65.2%.  

https://lpl.qq.com/
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By the end of 2018 and among the 199 listed Chinese gaming companies, 44 of them were in 

Guangdong; 39 in Beijing; 22 in Zhejiang and 21 in Shanghai.  
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4. Geographic stratum of Chinese gaming companies 
In terms of the number of gaming companies, Beijing, Shanghai, Guangdong Province are undoubtedly 

Top 3 leaders. However, gaming sector is a thriving force in many 2nd-tier cities. By the end of 2017, 

the Top10 regions in China with the highest number of gaming companies are as follows: 

Region Number of Gaming Companies 

Beijing 347 

Shanghai 266 

Guangdong 265 

Zhejiang 109 

Jiangsu 85 

Fujian 62 

Sichuan 55 

Hubei 33 

Chongqing 18 

Tianjin 17 

 

5. ‘Going Abroad’ of Chinese gaming companies 
As Chinese gaming companies are getting more and more mature technologically and financially, some 

of them have already embarked on their overseas endeavors in recent years. As a result, in 2018, 

overseas market has already become an importance revenue channel of Chinese gaming companies. On 

the one hand, these companies have established long-term and stable partnership with Facebook and 

Google shop; on the other, they are working with Chinese mobile phone companies like Huawei and 

Xiaomi by installing or pre-installing games on their devices. 

Big gaming companies like Tencent, 37 Games, and YOOZOO have purchased online distribution/sales 

platforms or built their own platforms to expand global market presence and acquire more overseas 

clients. In the meantime, Chinese gaming companies are actively building their overseas R&D and 

operation teams in local countries so as to better cater to the needs and preference of local players. So 

far, some Chinese games have made initial success in overseas market. For example, MU has generated 

a cash flow of 2.15 billion yuan in the first 10 months of 2018, ranking 10th in the world’s mobile 

gaming list; Knives Out achieved around 2 billion yuan income in the Japanese market in about 1 year 

time.  

  

https://qjjx.qq.com/
http://hy.163.com/pcb/
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II. Chengdu’s Gaming Industry 

 

1. General Landscape 
Chengdu, the capital city of Sichuan Province, has been regarded as the “No.4 Gaming City in China” 

and the “City of Mobile Games” with a special strength in R&D. There are several reasons behind such 

development, including lower labor cost, academia and talents resources, as well as the support from 

local government. For example. In 2004, the Chengdu Digital Entertainment Software Park was 

launched which attracted Tencent, Kingsoft and Shanda Games. Later in 2005, the Park was elevated 

to “National Online Gaming and Cartoon Industry Base”, which helped to lay a solid foundation for 

the gaming industry in Chengdu.  

2012 was the ‘outbreak year’ of Chengdu’s mobile gaming sector. According to online statistics, such 

development peaked between 2013 and 2014 with over 1,000 gaming companies settling down in 

Chengdu, thus giving Chengdu the nickname of “City of 1,000 Gaming Companies”.  

As rapid expansion often go hand-in-hand with bubbles, the same is also true for Chengdu’s gaming 

industry. After 2015, many local gaming companies closed down and now only over 400 gaming 

companies are still operating in Chengdu. Like the general market stratum, in Chengdu we also see the 

phenomenon of ‘Pareto Principle’, which means leading companies taking 80% of the market (traffic 

volume and clients) and a small margin left for smaller companies with R&D  teams of 10-20 people.  

In 2018, Skymoons, one of the biggest local gaming companies in Chengdu, was purchased by IQIYI 

at 2 billion yuan. Behind this seemingly good transaction, lurking problems can also be found regarding 

local gaming industry. That is, local companies are strong in R&D but weak in release and 

distribution/sales platform, therefore failing to develop a full gaming industry chain.    

Most of gaming companies in Chengdu are concentrated in the Hi-Tech Zone. See details in the charts 

below: 
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Hi-tech Zone 

 

City Area 

 

 (Pictures source: Game Teahouse) 
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2. Relevant organizations and companies 
1) Government organizations 

Organization  Responsibilities 

Chengdu Hi-Tech 

Zone 

The management body of Tianfu Software Park and gaming companies that reside in 

the park.  

 

2) Companies 

According to the 2016 Chengdu Internet Development Report, local gaming companies are particularly 

strong in RD, with 82.1% of local companies doing R&D and contributing to 59.8% of the total gaming 

revenue in Chengdu. 13.6% of local gaming companies are doing both R&D and Operation and 

generating 18.8% of revenue. Release is a high value-added procedure during the whole industrial chain, 

but in Chengdu only 3.4% of the companies are release companies yet contributing 16.3% of the total 

revenue. Distribution companies account for 0.9% and 4.1% of the total company number and revenue 

respectively.  

Apart from local gaming R&D companies, some leading Chinese gaming companies like Tencent, 

Perfect World, Duoyi and Xiaoxu Music have set up branches in Chengdu. The most famous one is  

TiMi Studio which is under Tencent IEG (Interactive & Entertainment Group) and creates the most 

popular mobile game in China in recent years—the Honor of Kings.  

Company HQ/Bran

ch 

Popular 

Games 

Responsibilities Type 

Tencent 

(TiMi 

Studio) 

Chengdu 

Branch 

Honor of 

Kings 

Development of large online games, mobile 

phone APP and gaming products. 

RD 

Kingsoft 

(Seasun) 

Chengdu 

Branch 

Remake Gaming development  RD 

Shanda 

Game 

(Jinxing 

Studio)  

Chengdu 

Branch 

Fengyun RD of mobile games RD 

Tap4Fun Chengdu 

HQ 

Kiss of 

War; Sea 

Established in 2008 and one of the most 

renowned local gaming companies in 

Chengdu with business in gaming RD, 

RD/Operation/R

elease/Investme

nt 

https://timi.qq.com/
https://pvp.qq.com/
https://timi.qq.com/
https://timi.qq.com/
https://www.xishanju.com/
http://jx.sdo.com/v2/index.asp
http://jx.sdo.com/v2/index.asp
http://www.tap4fun.com/
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Game; 

Brutal Age 

operation and investment. Tap4fun has rich 

overseas release and operation experience 

and focus mainly on overseas market. Jie 

has visited them together with Incredibuild 

before. CTO of Tap4fun said that it took 

them around 2 years to build their local 

team in Paris and now they are looking into 

the Middle East market.  

Skymoons Chengdu 

HQ 

Huaqiangu; 

SEER 

The company is not only working in the 

gaming sector, but also trying to build an 

entertainment ecosystem by cooperating 

with IQIYI and American movie firm The 

H Collective.  

RD, 

distribution/rele

ase and 

investment and 

incubation of 

games. 

Feiyu Chengdu 

HQ 

Carrot 

Fantasy; 

Demon 

Tower 

RD and release of mobile games. In 2018 

May, Feiyu started to endeavor into the 

indie game market and tries to invest in 

some Chinese indie game teams.  

RD and release 

of mobile 

games.  

Digital Sky Chengdu 

HQ 

Dragon 

Force; 

Dynasty 

Heroes 

Digital Sky has rich experience in overseas 

market and business presence in China, 

Japan, Korea, and Southeast Asia.  

RD, operation 

and release of 

mobile games. 

Testbird Chengdu 

HQ 

N/A Founded in 2013, the company has served 

over 400,000 developers and tested over 1 

million mobile applications.  

Testing 

Kuaifazhush

ou 

Chengdu 

HQ 

N/A Founded in 2015, the company is a famous 

gaming distributor in China and has 

strategic cooperation with many leading 

gaming companies.  

Distribution 

Game 

Teahouse 

Chengdu 

HQ 

N/A A leading mobile gaming industry media 

and matchmaking platform in China. Based 

in Chengdu, the company is providing 

matchmaking service for the global mobile 

gaming industry colleagues between 

developers and publishers, distributors, 

Media/Service 

platform 

http://www.skymoons.com/
https://feiyu.com/
http://www.digisky.com/
https://www.testbird.com/
http://www.kuaifazs.com/
http://www.kuaifazs.com/
http://www.gameteahouse.com/
http://www.gameteahouse.com/
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covered thousand content providers in 

China.  

 

1. Events 

Event Date Feedback 

GMGC Chengdu 5-6 Nov. 2018 Jie went to the event in 2018, see summary here. 

 

III. Other SWC Provinces’ Gaming Industries 

Chongqing doesn’t have many mature gaming companies compared with its sister Chengdu, but more 

independent studios doing indie games. Actually, Chongqing used to have some gaming companies most 

of whom have moved to Chengdu due to a better ecosystem there.  

Those independent studios in Chongqing usually consist of less than 10 people and some of them release 

their games through crowdfunding. Among these studios, the most successful one in 2018 is Pathea that 

has launched a popular console game with over 200,000 sales in the first half of 2018. Also back to 2014, 

Pathea launched another game with over USD 6 million sales revenue cash flow, ranking 21st on Steam.     

Yunnan and Guizhou Provinces have relatively backward economy and weak IT industry basis. Therefore, 

there is yet much presence of gaming companies in these 2 provinces. As Guizhou is actively promoting 

the development of big data industry, it can be expected that there will be more data companies and gaming-

related companies active in Guizhou in the foreseeable future.  

  

http://chengdu.gmgc.info/
file:///C:/Users/jieH/AppData/TMT/Data%20and%20reports/Gaming/GMGC%20Summary.docx
http://www.pathea.net/
https://store.steampowered.com/


 
 
 

 

14 
 

 

IV. Conclusions 

After last December, it seems that the Chinese government has been gradually relaxing the control of the 

launch of new games. However, there are even tighter regulations over the contents (no violence and 

pornography) and gaming time, especially toward juveniles. Also, after the bubble, the number of gaming 

companies all over China has shrunk but those quality ones still remain and will continue to thrive under 

the two giants of Tencent and NetEase.   

As more and more Chinese gaming companies are looking to the international market for both sales and 

building local teams, there should be increasing opportunities for Israeli companies to work with Chinese 

companies. What’s more, as gaming is no longer about game itself, but being connected with other sectors 

including entertainment, AR/VR, advertising, and even TV, Israel, relying on its strengths in computing, 

algorithm and ad tech, should be able to provide more added values for Chinese companies. And the best 

example is IronSource, an Israeli unicorn that has been working with many Chinese IT giants and gaming 

companies.  
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