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Key Financials (SEKm) 2021 2022E 2023E 2024E 2025E

Net sales 124 265 310 357 402

Revenue growth 2567% 114% 17% 15% 13%

EBITDA 6 16 42 57 70

EBIT -11 7 30 44 55

EBIT Margin (%) -9% 3% 10% 12% 14%

Net Income -50 -89 -64 -51 -40

EV/Revenue 5.0 1.5 1.2 0.9 0.7

EV/EBITDA 112.2 23.9 8.5 5.7 4.1

EV/EBIT neg 53.9 12.0 7.4 5.2
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Taking bites in fragmented markets  
Redeye initiates coverage of Fragbite Group, a digital gaming entertainment group 

comprising five different subsidiaries, which offers several growth opportunities 

through its exposure to the exciting growth of the mobile, e-sports, and Web3 

markets.  

Diversified growth  

Fragbite Group offers many shots on goal through its different subsidiaries, all 

with underlying markets forecasted to grow in excess of 5% annually. We thus 

expect broad-based growth from the group, and we forecast a 2021-2025E sales 

CAGR of 17%, using 2021 proforma numbers as base. We consider its 

investment in Playdigious to be the strongest growth driver thanks to this 

business’s strong presence in China and the relatively low risk of porting proved 

IPs.  

2021-2025E EBITDA CAGR (proforma) of 36% expected 

Recent acquisitions have diluted margins, but this should be compensated for by 

stronger volumes, increased gross margins, new platforms, and internal 

synergies across subsidiaries, paving the way for margin expansion. We 

estimate an EBITDA margin of 17% for 2025E, from todays 11%. 

Base case indicates attractive upside  

We initiate coverage at a fair value range of SEK 4.5-11.5, with a Base Case of 

SEK 7.5, derived form a DCF model supported by earnings multiples. At our base 

case, Fragbite Group would trade at 13-15x EV/EBITDA (23-24e), a premium to 

key peers which we consider fair given Fragbite Group’s higher earnings growth 

and attractive end-market exposure.   
 

 

 

 

 

 

 

 

A Diversified Growth Play 
Redeye initiates coverage of Fragbite Group, a digital gaming entertainment group 

comprising five different subsidiaries, which offers several growth opportunities 

through its exposure to the exciting growth of the mobile, e-sports, and Web3 

markets.  

Diversified growth  

Fragbite Group offers many shots on goal through its different subsidiaries, all 

with underlying markets forecasted to grow in excess of 5% annually. We thus 

expect broad-based growth from the group, and we forecast a 2021-2025E sales 

CAGR of 17%. We consider its investment in Playdigious to be the strongest 
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Investment Case 

Case 
Diversified growth  

Fragbite Group is a global gaming and e-sports company focusing on several niches, such as 

e-sports, Web3, and porting of proven PC/console games to mobile. The company has many 

growth possibilities, and all its submarkets are expected to grow in excess of 5% per year, 

according to Newzoo. We forecast Fragbite Group to outgrow the market thanks to: 1) its 

geographical exposure to China, the world’s largest market for mobile gaming; 2) the distinct 

possibilities to cross-sell existing IPs and enter attractive new areas such as e-sports and 

Web3; and 3) a higher tempo for upcoming games releases with limited downside risk. 

Evidence 
Proven games and IPs despite tough competition 

Playdigious—acquired last year—has ported the well-known Dead Cells, Northgard, and 

Evoland 2 games. Dead Cells is an action indie game that was launched in China in early 2021 

and has since achieved more than two million paid downloads, holding steady among China’s 

highly competitive top 30 popular games. In addition, the games from Lucky Kat—acquired 

late last year—have achieved in excess of 200 million downloads and are among the pioneers 

in Web3-related games. Fragbite Groups outspoken past performance should mitigate the risk 

of upcoming disappointments and ensure healthy ROI on its organic growth initiatives. 

Challenges  
Monetization 

The monetization in e-sports remains particularly weak, while Web3 monetization is still highly 

uncertain. Moreover, the commercialization of Web3 and e-sports could also take longer than 

the market expects, especially as weaker macro sentiment can hinder growth acceleration. In 

addition, the lack of Playdigious’s own IPs spells potential risks regarding future pricing power 

and monetization.  

 

Valuation 
We forecast a 2021–2025E sales CAGR (proforma) of 17% for Fragbite Group and expect its 

EBITDA margin to reach 17% in 2025, up from 11% in 2021, driving accelerated earnings 

growth in the same period. In addition, Fragbite Group operates an active M&A agenda, and its 

asset-light business model enables high cash conversion that could be used to finance future 

acquisitions. It currently trades at 9x and 6x EV/EBITDA for 2023E and 2024E, respectively. 

We initiate coverage with a Base Case of SEK 7.5, which corresponds to an EV/EBITDA 

multiple of 13x-15x for 2023e–2024e.  
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Catalysts 
M&A 

Fragbite Group made three major and transformational acquisitions in 2021: Playdigious, 

Lucky Kat, and Fragbite AB. The company has an active M&A agenda and anticipates future 

opportunities. We estimate it has SEK ~80m in M&A firepower with existing cash at hand. 

Depending on multiples paid, acquisitions could add 10-20% to our sales estimates for 2023. 

Game releases  

New game releases are crucial for Fragbite Group’s organic growth, and successful future 

game releases could act as share price catalysts. The group recently released Spiritfarer on 

Netflix and plans to follow this up with Little Nightmares on mobile units in Q4 2022.   

Token sales  

Two of its subgroups, WAGMI and Lucky Kat, are among the pioneers in web3-related gaming. 

Its recently released Panzerdogs game indicated sales of tokens worth SEK ~33m, which will 

be recognized as revenues from Q3 2022. Fragbite Group has stated its plans for further 

token sales, which could yield incremental sales at very high margins.   

 

Counter-Thesis 
Lack of historical financials 

 

Web3 could face commercialization and regulatory issues 

 

Monetization issues in e-sports 

 

Regulatory issues in the Chinese mobile gaming market 
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Share Price Development  
Fragbite Group’s share price rose considerably in 2021 on account of its transformative 

acquisitions and strong business performance. However, the share price development has 

been weak this year in line with the entire market.  

 

Owners 
Roughly one year has passed since the listing of Fragbite Group, and so far, no major 

institutions are among the top shareholders. However, we are encouraged to see the sellers of 

Playdigious and Lucky Kat among the top shareholders, increasing the chances of long-term 

value creation from these businesses. 

Source: Redeye research
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Playdigious releases a 
new Paid DLC for Dead 
Cells

Lucky Kat partners 
with The Sandbox

Launch of Street 
of Rage 4 game; 
increase revenues

Stefan Tengvall 
increases his holdings 
by some  50,000 
shares

Fragbite acquires Lucky 
Kat B.V.

Fragbite launches The 
Swedish Cup in 
partnership with 
Expressen and SPACE

# Major Shareholders
Number of shares Capital Votes

1 Mikael A Pettersson 7,135,236 7.95% 7.95%

2 The Barbarian Group AB 6,066,461 6.76% 6.76%

3 Seller of Playdigious 5,409,138 6.00% 6.00%

4 Santhe Dahl 4,500,000 5.00% 5.00%

5 Sellers of Lucky Kat B.V 3,860,755 4.39% 4.39%

6 Avanza Pension 3,494,842 3.90% 3.90%

7 Nordnet Pension 3,401,669 3.80% 3.80%

8 Moongolde Ltd 3,139,631 3.50% 3.50%

9 Mueion Förvaltning 2,651,351 2.96% 2.96%

10 Stefan Tengvall 2,035,000 2.30% 2.30%

11 Måns Johansson 1,700,000 1.90% 1.90%

12 Xavier Liard 1,565,414 1.70% 1.70%

13 Lennat Arvidsson 1,478,757 1.65% 1.65%

14 Nordea Liv & Pension 1,425,023 1.60% 1.60%

15 David Wallinder 1,396,028 1.56% 1.56%

16 Janek Skoglund 1,225,563 1.37% 1.37%

17 Daniel Pereaux 1,204,055 1.34% 1.34%

18 Michael Lundgren 1,150,016 1.28% 1.28%

19 Inbox Capital 1,125,000 1.25% 1.25%

20 Öland Event AB 1,010,721 1.10% 1.10%

Total top 20 shareholders 54,974,660 61.31% 61.31%

Other 35,698,264 38.65% 38.65%

Source: Holdings, Redeye Research
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Management and Board of Directors 
Management 

 

 

Board of Directors 

  

 

 

 

 

 

 

 

 

 

Management team

Name Position Since Ownership Experience

Marcus Teilman CEO 2022 75 000 shares and 450 000 options

Lars Johansson CFO 2021 100,000 options 

Magdy Shehata 2016 29,722 and 137,500 options

Xavier Liard CEO of Playdigious 2015 1,086,374 shares

Xavier Liard has a Master of engineering (data) from University of Technologe de Compiegne. He is the co-

founder of Playdigious and prior to that, he founded DotEmu.

Daniel Pereaux 2018 1,404,055 shares and 190,000 options

Source: Fragbite Group, Redeye Research

Lars Johansson holds a masters degree in economics from the Stockholm School of Economics and has 30 

years of experience from leading roles and board assigments in both listed and unlisted companies across 

different industries. Previous assignments include CFO at NetEnt AB, CFO at Swedavia, CFO at TV4, Senior 

Investment Director and fomer acting CEO at Ratos AB.

Marcus Teilman holds a Master of Business Administration from Stockholm University. He has more than 15 

years of experience in leading positions at listed companies. Previous assignments include President and CEO 

at Acroud AB. Marcus also has a strong background in M&A and financing, primarily in iGaming, FinTech and 

Online Media.

Magdy Shehata is the co-founder of FunRock (subsidiary) and has some 15 years of experience working in 

the technologie industry. Prior to his time at FunRock, Magdy was a Marketing Manager at Truecaller.

CEO of FunRock & 

Prey Studios

Daniel Pereaux has a bachelors degree in business administration and a bachelors degree in innovation 

technology from Mälardalen University. He has a strong background in sales and a great passion for gaming 

and e-sports.

CEO of Fragbite AB

Board of Directors

Name Position Since Ownership Experience

Stefan Tengwall Chairman 2022 2,035,000 shares and 250,000 options

Niclas Bergkvist Member 2020 537,600 shares and 350,000 options

Niclas has a Bachelor's degree from University of Halmstad. Prior experience includes various management 

roles from Getinge Sterlisation, Allergon, Benzler and Stora Enso

Sten Wranne Member 2021 235,000 shares and 100,000 options

Claes Kalborg Member 2020 15,000 shares and 200,000 options

David Wallinder Member 2021 1,396,028 shares and 100,000 options

Zara Zamani Member 2022 40,000 options

Dawid Myslinski Member 2020 82,500 shares and 200,000 options

Source: Fragbite Group, Redeye Research

Stefan Tengwall has a Master's in Accounting, Valuation, and Financial Management. Stefan was one of the 

founders of Ownit Broadband and an early investor and chairman of Scrive. Mr. Tengwall was CEO of 

Fragbite Group between 2020 and 2022. 

Sten Wranne has a strong background in financial management and M&A in various industries. Previous 

assignments include CFO at Stillfront Group, Adcore AB and Connecta AB. 

Claes Kalborg has extensive experience from the gaming and media industries. Previous assignments include 

SVP Global Licensing at Rovio and SVP Head of Global Licensing at King.

David Wallinder has an entreprenourial background in the gaming and technology sector. He has founded a 

number of companies and is the co-founder of Fragbite Group. David also has experience with M&A 

activities.

Dawid Myslinski holds a Master of Business Administration from Stockholm University. He has extensive 

experience as a financial analyst within the technology sector and capital raising in growth-companies, 

including IPO processes. Dawid also has experience as Certified Adviser to public companies.

Zara is CSO at Chromway, a leading Swedish company in blockchain-related topics. She is also a certified 

block-chain expert.
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Introduction to Fragbite Group 
Fragbite Group is a global gaming group focused on mobile gaming, e-sports, and Web3 

initiatives. Fragbite Group began life as FunRock Studios in 2014. FunRock was, and still is, a 

mobile and tablet game developer and remains part of the group. Through its intensive 

acquisition agenda, it made three large M&A deals in 2021, transforming the company into a 

global gaming concern in the gaming and e-sports markets with several revenue streams.  

The group consists of five different subsidiaries, all owned 100%. Fragbite Group has built up 

a diversified portfolio of companies across different segments through its acquisition 

strategy. The subsidiaries are well synergized and allow Fragbite Group to target the entire 

gaming market from multiple angles. Diversifying the revenue streams mitigates the business 

risks. Lucky Kat, FunRock Studios, and Prey Studios develop, publish, and advertises games 

for mobile desktop and console. Additionally, Playdigious’s principal strategies are to port 

already-published games with proven IPs from PC/console to the mobile segment. Fragbite 

AB arranges and streams e-sport tournaments. It is one of the leading e-sport companies in 

the Nordic region.  

 

On a pro-forma basis, Fragbite Group’s net sales reached SEK 212m in 2021, with adjusted 

EBITDA of SEK 24.2m, corresponding to a margin of 11.4%. We estimate Playdigious 

accounted for 45% of revenues, Lucky Kat 37%, Prey and Funrock 11%, and Fragbite AB 5% of 

revenues on a pro-forma basis in 2021.   

 

Five different 
subsidiaries 
diversify the 
revenues and allow 
for cross-selling 
opportunities  

Playdigious and 
Lucky Kat 
account for the 
lion share of 
revenues  

Fragbite: Revenue distribution (Proforma estimated)

Source: Redeye reseach, 

Fragbite Playdigious Lucky Kat F&P
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Fragbite Group now aims to grow its revenues by at least 15% per year, driven by acquisitions 

and organic initiatives, and to achieve EBITDA margins of 20% in the medium term.   

 

We forecast a 2021–2025E sales CAGR of 17%, primarily driven by organic initiatives such as 

new game releases, higher revenue share from Playdigious, and more initiatives in Fragbite 

AB, to drive the overall engagement level. 

 

History  
Fragbite Group was formed in 2021, becoming a strong global gaming and entertainment 

company through the completion of three transformative acquisitions. 

Source: Google "Mobile Insights Reports". January 2022 

Esports: Global revenues (USDm)

Source: Redeye research

Fragbite: Revenue, Adj EBITDA and margin %

Source: Redeye reseach, 
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Business Units 
FunRock and Prey Studios  

FunRock, founded in 2014, and Prey Studios, founded in 2015, merged in 2020 to develop and 

publish mobile games. Their games are sold primarily on Google Play and App Store and 

follow the “free-to-play” model, meaning the games are free to download, with revenues 

generated through players’ in-app purchases and advertising.   

 

FunRock and Prey Studios have quite small portfolios, primarily comprising MMA Managers 

and Capital War. All their games have a focus on sports, management, and strategy. 

 

Capital War is a strategy game in which the player leads an army of Arab forces against an 

enemy threat. The player builds a civilization in the desert and forges alliances. The goal is to 

build a robust base and a powerful army by collecting the sparse resources in the desert.  

 

Their most prominent game, MMA Manager, was released in 2021, followed recently by its 

sequel, MMA Manager 2, in Q2 2022 (June 30). In MMA Manager, the player manages a gym 

and builds a team of fighters. The fighter can enter tournaments and receive a higher ranking 

upon winning fights, allowing the player to upgrade their gym with better equipment. The 

player can challenge friends and customize fighters’ style to increase their chances of 

winning. The sequel (MMA Manager 2) brings several improvements, such as innovative 

mechanics, collection loops, and new features.  

 

Both these games are published via an external partner, Tilting Point. Tilting Point provides 

data analytics and marketing efforts to scale the games and increase the user base as well as 

the games’ longevity. Prey and Funrock are entitled to a revenue share from Tilting Point. 

 

At first glance, MMA Manager 2 has had a solid start, reaching 600,000 downloads in July, 

three times as many as MMA Manager in its first month after release. Additionally, the ARPU 

for MMA Manager 2 is 82% better than for MMA Manager and it ranks in the top 5 list across 

seven countries in the sports and RPG genres. MMA Manager 2 has the strongest 

geographical presence across the western regions, but negotiations are ongoing to expand 

the game to MENA and Asia, which would broaden the player base. 

  

According to data from Unity, sports and RPG games are genres with decent retention rates; 

their 30-day retention rates are 2.5% for sports and 2.7% for RPG, compared with the average 

30-day retention rate of 3.6%. This indicates a slightly shorter payback time for sports and 

RPG games than for the average genre. 

MMA Manager 2 is 
off to an encouraging 
start  
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Playdigious  

The core strength of Playdigious, founded in 2015, is to port and publish already-developed 

existing and proven PC/console games to mobile. Playdigious has successfully converted the 

well-known Dead Cells, Northgard, and Evoland 2 games. Dead Cells is an action indie game 

launched in China in early 2021 that has reached more than two million paid downloads and is 

holding steady among China’s top 30 popular games. Northgard has won awards in the App 

Store (Game of the Day and Google Play Store (pre-register selection)). Playdigious recently 

released Evoland 2 in China, and its reception has been good.  

 

In total, Playdigious has released more than 20 games across the world. Typically, it takes six 

to nine months for it to develop a new game.  

 

 

 

 

 

 

 

Mobile retention rate per genre D1, D7, and D30

Source: Unity Gaming Report, Redeye research

Source: Unity Gaming Report, Redeye research
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The barriers to entry into the Chinese market are high. It takes one to two years to make a 

game compatible with the Chinese market, and at present, only ~200 western games are 

available in China, implying a strong competitive advantage for Playdigious. Its established 

relationships could also provide synergies across the group, such as applying e-sports 

concepts or taking new games from Lucky Kat and Prey Studios / Funrock to the Chinese 

market.  

 

As the graph below illustrates, mobile is the dominant platform in APAC, accounting for 66% 

of gaming revenues in the region. There is a massive market for Playdigious to potentially 

capture. 

 

Playdigious primarily uses a pay-to-play and IAP monetization model, with customers paying 

an upfront cost for the game and having additional possibilities for IAP, to enhance and 

prolong the game’s lifetime and revenues. 

 

It recently released Spiritfarer on Netflix (October 4), which will be an interesting game to 

follow. So far, released games on Netflix platforms have received a muted reception, and we 

are unsure of revenue collection from the agreement. However, we assume Playdigious will 

Playdigious 
offers attractive 
exposure to the 
Chinese mobile 
gaming market  

Fragbite: Gaming market by platform - APAC

Source: Google Beyond 2021 Report, Redeye research

Game Subgroup Developer Publisher Released date Own IP Platforms Device

OK Gold Playdigious Okidockico Playdigious 2017 - Appstore & Google Play Mobile / Tablet

Chicken Jump Playdigious Firepunchd Playdigious 2017 - Appstore & Google Play Mobile / Tablet

White night Playdigious Osome studios Playdigious 15 Nov 2017 - Appstore & Google Play Mobile / Tablet

Unworded Playdigious Bento Studios Playdigious 16 Feb 2017 - Appstore & Google Play Mobile / Tablet

Dungeon of the endless Playdigious Amplitude Playdigious - - PS4 / Switch -

Pix the Cat Playdigious Pastagames Playdigious 8 Aug 2019 - Nintendo Switch -

Turmoil Playdigious Gamious Playdigious 28 May 2020 - Nintendo Switch -

Teslagrad Playdigious Rain Games Playdigious - Appstore & Google Play Mobile / Tablet

Cultis simulator Switch Playdigious Weather factory Playdigious 2 Feb 2021 - Nintendo Switch -

Cultis simulator Playdigious Weather factory Playdigious 2019 - Appstore & Google Play Mobile / Tablet

Dead cells Playdigious Motion Twin Playdigious - - Appstore & Google Play Mobile / Tablet

Arrog Playdigious Leap Games Playdigious - - Appstore & Google Play Mobile / Tablet

The almost gone Playdigious Happy Volcano Playdigious - - Appstore & Google Play Mobile / Tablet / Nintendo / PC

Evoland 2 Playdigious Shiro Games Playdigious - - Appstore & Google Play Mobile / Tablet

Strets of rage 4 Playdigious Dotemu Playdigious 24 May 2022 - Appstore & Google Play Mobile / Tablet

Northgard Playdigious Shiro Games Playdigious - - Appstore & Google Play Mobile / Tablet

Sparklite Playdigious Red Blue Games Playdigious - - Appstore & Google Play Mobile / Tablet

Spiritfarer Playdigious Thunder Lotus Playdigious 4 October 2022 - Netflix Mobile / Tablet
Little Nightmare Playdigious Tarsier studios Playdigious Q4'2022 Appstore & Google Play Mobile

Source: Redeye research

Selected Games
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receive some upfront payments for the game development and be entitled to a revenue share 

from potential downloads and engagement. 

 

Playdigious will also release Little Nightmares on mobile units in Q4 2022. The game was 

originally published by Bandai Namco on PC and consoles in 2017, selling in excess of three 

million units since its release and receiving encouraging reviews from users and critics.    

 

Fragbite Group has announced it intends to invest further in Playdigious to fuel its organic 

growth by adding additional production capacity and increasing the number of released titles. 

In addition, upcoming titles could also see a higher budget, hopefully strengthening 

Playdigious’s bargaining power and increasing the revenue share take rate for upcoming 

games. 

 

Playdigious has three titles under development, and we expect one title to be released in 

H1’2023. However, we anticipate that there should be more yet unannounced titles to be 

released in H2’2023. 

 

For fiscal-year 2020/21, Playdigious was expected to achieve revenues of SEK ~55m and an 

EBITDA of SEK 6m, with a margin of 10.5%. Based on the pro-forma financial statements and 

that additional earn-outs have been paid, we believe Playdigious has performed beyond these 

expectations, estimating SEK~95m in revenues for 2021. We have no reason to believe its 

momentum has faded; the recent releases of Dead Cells (DLC), Street of Rage 4, and Evoland 

(Chinese version) all seem promising.  

 

The business model of publishing games means a lower gross margin for Playdigious than 

developers/publishers with their own IPs, since licensing and platform fees are needed to be 

paid. This is exacerbated by it selling in China. The gross margin for Playdigious differs 

depending on geography and platform. Fragbite Group is working to increase the take rate in 

Playdigious’s respective revenue-share agreement, which should bolster its gross margins. 

Additionally, Playdigious also aims to increase its internal indie game development, which also 

should support profitability levels, as internal games are margin accretive.  

 

Lucky Kat  

Founded in 2015, the company develops and publishes mobile games in the hyper-casual and 

casual genres. Commonly, these games have simple game mechanics and are free-to-play. 

Revenues are generated through ads and IAP. Lucky Kat’s games have surpassed 200 million 

downloads, its most popular titles being Road Crash, K Run Challenge, Magic Finger 3D, and 

Ice Roll. Lucky Kat’s expertise in performance marketing has been crucial to its recent 

success.  

 

In 2021, Lucky Kat achieved revenues of SEK ~78.8m and EBITDA of SEK ~21m, 

corresponding to a margin of 26.7%. However, it also benefited from the sale of 5,555 avatars 

in Q4 2021, which probably boosted the margin. 

 

Following recent IDFA implementations, it has been much harder to attract and acquire new 

players to hyper-casual games. The ROI on its marketing efforts has thus decreased, making 

it more difficult to sustain such growth rates. In order to keep its growth agenda, Lucky Kat is 

currently recalibrating its hyper casual business into other games segments, including but not 

limited to new concepts within Web3. However, its current game portfolio still contributes 

solid cash flows that it uses for investments in its new growth initiatives. 

 

Further investments in 
Playdigious should 
drive organic growth  
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Lucky Kat is a pioneer in Web3 gaming. It is currently developing two games in collaboration 

with its subgroup WAGMI: Panzerdogs and Solcadia. Both games are likely to be scaled up in 

2023. In addition, in collaboration with Sandbox, Lucky Kat also created its own section in the 

Sandbox metaverse. The game is based on an obstacle course at an amusement park. As 

well as accessing the game, players can also view virtual concerts and shows and visit the 

museum through the Sandbox virtual world.  

 

The new initiatives in Web3, combined with internal synergies from data analytics, marketing, 

cross-platform, and wider geographical reach, should enhance growth and profitability levels. 

By moving into Web3 and casual games, Lucky Kat will also be less dependent on platform 

fees and on high UA spending. Internal synergies and driving the gross margin upward should 

boost operating margins.  

 

 

WAGMI: New growth initiatives in Web3 

To capitalize on the growing opportunities in Web3, Fragbite Group has established a new 

subsidiary, WAGMI, a virtual asset service provider. It is registered in Gibraltar and acts in 

accordance with the AML requirements of the Gibraltar Financial Service Commission (GFSC), 

giving WAGMI the financial authority to purchase and sell blockchain-related tokens across 

the group’s Web3-related games. It also enables the group to act rapidly, given any European 

regulatory changes.   

 

WAGMI is the IP owner of the two upcoming Web3-related games, Panzerdogs and Solcadia, 

developed closely with Lucky Kat.  

 

In collaboration with Lucky Kat, WAGMI recently released its first PC game in beta mode, 

Panzerdogs, a game focused on the third-generation internet, including Web3.0, with “play-

and-earn” mechanics in the metaverse. It completed NFT sales of 5,555 in-game token 

avatars related to the game, which we estimate are worth around SEK ~8m. Although the 

game is published, it is undergoing further development, and WAGMI recently released 

additional customized NFTs in the game in exchange for the Solana cryptocurrency. Further 

initiatives, such as features and new game modes, are under development to broaden the 

player base. Moreover, the game should also be released on mobile platforms in the future.  

 

 

 

Upcoming Web3-
related games 
could unlock new 
revenue streams 
at high margins  

Game Subgroup Developer Publisher Platforms Device Downloads

Magic Finger Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 50m

Road Crash Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 30m

Ice Cream roll Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 15m

Save the date Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 7m

Ball Pass 3D Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 6m

Nom Plant Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 13m

Q*Bert Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 6m

kaiju Rush Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 3m

Wacky Face Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 1m

Trigger heroes Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 1m

Go Slice Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 2m

Thunderdogs Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 2m

Beat street Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 10m

Grumpy cat Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 10m

Combi critters Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 1m

Sky chaser Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 1m

Nom Cat Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 5m

Doodle dunk Lucky Kat Lucky Kat Lucky Kat Appstore & Google Play Mobile / Tablet + 6m

Source: Redeye research

Selected Games
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The Panzerdogs games is releasing in two modes: PVE (player versus environment); and PVP 

(player versus player). The PVE mode is available for all players and is free-to-play as a way to 

introduce players to the Panzerdogs ecosystem. However, to play the game in PVP mode and 

to participate in the play-to-earn mechanics, players must own NFTs. The related NFTs are 

used as in-game currency and can be used for upgrades. There are two types of in-game 

currency: a premium token with a limited supply; and tokens offered to all players, whether 

they own NFTs or not. Hopefully, this will create liquidity for the NFTs and tokens that could 

be traded on external NFT marketplaces. This is also positive as WAGMI could earn 

transaction fees of 5-10%, based on the purchase or selling of NFTs. We estimate it could take 

two to six months after a game is released to reach critical mass of transactions.    

 

In its Q2 2022 report, Fragbite Group communicated its intention to sell another 335 million 

tokens during 2022. However, uncertainties remain as to the upcoming sales, depending on 

the market development. We thus exclude further sales of tokens from our financial 

estimates. Should they occur, it would be highly encouraging as these tokens come with a 

very high gross margin, which should support the group’s overall profitability margins.  

 

 

The second game that WAGMI and Lucky Kat will release (expected in 2023) is Solcadia, a 

free-to-play game with play-and-earn mechanics, where players can own and trade in-game 

items obtained through farming, fishing, or crafting, powered by their in-game NFT character.  

 

In the long term, Fragbite Group’s goal in Web3 is to be a social platform that could be used 

across multiple games. By operating several games on one common platform with similar 

tokens, there are possibilities to use existing NFTs across all games on the platform. This 

implies a higher likelihood of cross-selling the NFTs among the games, which would yield 

incremental revenues based on its 5-10% transaction fees. This could be highly profitable, as 

those transaction fees come with very high margins. 

 

Fragbite Group 
intends to sell 
further 335 
million tokens in 
2022 

Source: Company data, Redeye research
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Fragbite AB 

Fragbite AB was founded in 2002 and is active in the e-sports market. Its platform reaches 

roughly 250 000 e-sports enthusiasts in the Nordic region every month. Fragbite AB operates 

in four business areas and is actively seeking to expand its geographical presence.  

 

Leagues and tournaments 

Fragbite has more than a decade of experience in producing and distributing e-sports 

tournaments and has become a leader in the full production of digital e-sports tournaments 

and leagues. The company owns Fragleague, the largest amateur e-sports league in the 

Nordic region, and it also produces tournaments with large brands such as Samsung and 

Phillips.  

 

In 2021, Fragbite AB launched the Swedish Chess league in collaboration with the Swedish 

Chess Federation and Chess.com. The league started in December 2021 and will continue 

during.  

 

In September 2022, Fragbite AB launched the Swedish Cup, a national competition in CS:GO, 

co-hosted with Expressen, SPACE, and MAX Burgers. The tournament is split into three 

phases, the first two played online and the final stage played at gaming venue SPACE. 

Additionally, four of the top global teams will participate in this tournament, driving 

engagement.  

 

Fragbite AB is expending considerable effort to establishing these two as strong IPs that it will 

continue to build on in the coming years.  

 

Fragbite Community 

The Fragbite.se platform was launched in 2002 as a community platform for e-sports 

enthusiasts. The website allows visitors to communicate and read news, tournament 

information, and games. With 250,000 visitors per month and 180,000 followers on its 

Twitch.tv channel, Fragbite has become the largest e-sports community in the Nordic region.  

 

Fragbite Creative Studios 

Fragbite Creative Studios (FCS) is Fragbite’s own studio that helps international brands make 

an impact with their e-sports audiences. FCS carries out targeted marketing to introduce 

different brands to e-sports and to conduct further marketing to reach target groups that are 

hard to reach with traditional marketing.  

 

Frag-AD 

Frag-AD is the leading advertising vertical for e-sports marketing aimed at gamers in the 

Nordic region. Advertising takes place automatically with Frag-AD conducting web servers, 

hosting, and programmatic advertising. The subsidiary also provides the publishing rights for 

in-game advertising solution Anzu in the Nordic region, which allows real-time advertising to 

be integrated into actual games. Focus will be on increasing the ratio of Frag-AD’s 

programmatic platform, which is highly scalable when reaching sufficient mass. 

 

The profitability margins differ between the four sub-segments in Fragbite. Fragleague 

(online), community, and Frag-AD have higher margins, while tournaments (physics events) 

tend to have quite low margins since they see a high ratio of variable costs.  

 

When it acquired Fragbite AB in February 2021, Fragbite Group issued guidance for the e-

sports segment to achieve net sales of SEK 24m and EBITDA of SEK 6m, corresponding to a 

margin of 25%. However, we believe the e-sports segment has faced challenges owing to the 

Sales from 
Fragbite 
Community and 
Frag-AD are 
margin accretive  
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pandemic, and based on information from Allabolag, we expect net sales instead reached SEK 

~10.5m, with a negative EBIT contribution.  

 

The e-sports business remains highly dependent on sponsorships and advertising. Around 

60% of revenues for the whole market stem from these sources, and so we believe the 

potential growth acceleration in 2022 and 2023 could be at risk. Advertising budgets tend to 

be reduced during economic recessions, something that the global market leaders have 

already seen so far this year.    

 

We believe H2 2022 should represent vast growth opportunities, however, based on the 

upcoming events of the Swedish Chess League and Swedish Cup CS:GO. Importantly, these 

initiatives should increase engagement across the group’s platforms, leading to stronger 

partnerships and better advertising conditions over time.  

 

In the long term, we see great opportunities for Fragbite Group to expand its business 

geographically through its internal partners. For instance, Lucky Kat is planning an esports 

segment for its newly released Panzerdogs game. We also believe Fragbite Group could 

leverage Playdigious’s relationships and establish its concept in the APAC region, the 

strongest e-sports market at present.  

 

Strategy 
Financial targets 

Fragbite Group aims to grow its business simultaneously across its sub-groups, targeting 

sales growth in excess of 15% per year, both organically and through M&A, and aiming to 

reach EBITDA margins of ~20% within two to four years. We see ample growth opportunities 

for Fragbite Group ahead.  

 

Organic initiatives 

The growth target of 15% per year could be achieved in several ways. First, Prey Studios, 

FunRock, Lucky Kat, and Playdigious could all invest in their internal game development and 

release more and larger games based on new and existing IPs. Lucky Kat’s investments in 

casual games are a superb example of that, as is Playdigious’s upcoming game releases of 

Spiritfarer and Little Nightmares. 

 

Other organic initiatives could be applied in different platform deals, where external publishers 

finance the game development via milestone payments, mitigating the risk by securing high-

margin cash flows with good visibility. We expect Playdigious to receive a platform fee for 

explicitly releasing the game on the Netflix platform. 

 

Additionally, the internal game studios could also leverage existing platforms and codes to 

create sequels, DLCs, and other content, driving new players and engagement across the 

group. MMA Manager 2 is an example of this.  

 

New growth initiatives on other platforms, such as Web3, will unlock new monetization 

models in terms of tokens, NFTs, and other transaction services. Moreover, games could also 

be released on other distribution platforms and in new geographical markets. 

 

Upcoming 
tournaments and 
events should drive 
engagement in H2 
2022  

New game releases, 
cross-selling 
opportunities and 
entering new platforms 
should pave the way for 
organic growth  
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Fragbite Group currently has five games under development, of which two are Web3-related 

games and three are expected to be from Playdigious. In addition, Playdigious is scaling up its 

organization to develop and release more games, but the number of games is still 

unannounced.   

 

Synergies 

Controlling multiple different subgroups across several subsegments in different regions 

could offer attractive synergies in terms of revenues and costs.  

 

There are clear revenue synergies through cross-selling across platforms, such as into Web3, 

e-sports, etc. Lucky Kat is potentially evaluating an e-sports version with Fragbite of its new 

game, Panzerdogs. By contrast, existing internal games could be expanded into Web3 

platforms. Internal game studios could also transfer and use proven code for gameplay. 

Hopefully, this enhances the user experience and shortens the time for developing a new 

game.  

 

On the cost side, more short-term synergies could be reached, boosting margins. Costs for 

data analytics, marketing initiatives (user acquisition), and other shared systems could all be 

centralized. The centralized costs for data analytics and UA represent the essential synergies, 

in our view. As the mobile units are highly dependent on the return on their UA investment, 

leveraging the respective studios’ knowledge could offer great synergies and cost savings. 

Given that Fragbite Group is still a quite small company, the return on its UA investment is 

vital for its cash flows. At present, the company aims to yield a return on its investment within 

180 days.   

 

We see ample room for it to reach synergies on the cost side in the near term, followed by 

revenue synergies in the forthcoming years. Nevertheless, we expect the synergies to improve 

margins in the coming years, which is why we expect the EBITDA margin to reach 17% in 

2025. 

 

 

Synergies on UA 
and SG&A will 
positively impact 
margins  

Game title Subgroup Publisher Year Quarter Own IP Platform

Dead Cells (Chinese version) Playdigious Playdigious 2021 Q2 - IOS & Android

Northgard IOS Playdigious Playdigious 2021 Q2 - IOS

Capital War publishing deal (Tilting point) Prey Studios Tilting point 2021 Q3 x IOS

Northgard Android Playdigious Playdigious 2021 Q3 - Android

Dead Cells DLC (Paid & free) Playdigious Playdigious 2021 Q3 - IOS & Android

Northgard (Multiplayer version) Playdigious Playdigious 2021 Q3 - IOS & Android

Sparklite Playdigious Playdigious 2021 Q4 - IOS & Android

Swedish chess league Fragbite Fragbite 2021 Q4 - -

NFT collection (Sandbox) Lucky Kat Lucky Kat 2021 Q4 x -

Dead Cells DLC (Paid) Playdigious Playdigious 2022 Q1 - IOS & Android

Street of Rage 4 Playdigious Playdigious 2022 Q2 - IOS & Android

Evoland 2 (chinese version) Playdigious Playdigious 2022 Q2 - IOS & Android

MMA manager 2 Prey Studios Tilting Point 2022 Q2 x IOS & Android

Spiritfarer Playdigious Playdigious 2022 Q4 - Netflix

Panzerdogs mobile version Lucky Kat Lucky Kat 2022 Q4 x IOS & Android

Swedish CS*GO cup Fragbite Fragbite 2022 Q3/Q4 x -

Fragleagues season 9 Fragbite Fragbite 2022 Q4 x -

Little Nightmares Playdigious Playdigious 2022 Q4 - IOS & Android

TBA Playdigious Playdigious 2023 - - IOS & Android

Solcadia NFT sale Lucky Kat Lucky Kat 2023 - x IOS & Android

TBA Playdigious Playdigious 2023 - - -

Source: Redeye research
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M&A 

Fragbite Group has succeeded in its M&A agenda, and recent acquisitions have transformed 

the group. The company has a clear agenda to further capitalize on the growing consolidation 

in the sector. Recent M&A transactions have significantly strengthened its IP portfolio, 

reduced its risk, and given it a presence in attractive geographical markets such as China.  

 

The group focuses on acquiring proven, leading IPs with healthy profitability levels, which 

could also lead to synergies and boost organic growth across the group. The recent 

acquisitions of Playdigious and Lucky Kat offer good examples of what management aims to 

achieve. These acquisitions have strengthened the group’s IPs and its market presence and 

brought with them clear synergies.  

 

All acquired units are decentralized, which indicates they run their businesses independently 

but gain access to more resources through the acquisition. The decentralized business model 

strives to retain the culture of the acquired businesses and key personnel by including equity 

in the purchase agreement.  

 

All three acquisitions were made in 2021, supporting growth in 2022. The purchase 

agreements conclude with a combination of cash and equity, with an earn-out structure based 

on financial performance in 2021-2023. In three previous acquisitions, 55% of the payment 

has been made in cash and the remaining 45% is equity. Fragbite was financed by cash and 

equity, while Playdigious and Lucky Kat were financed by cash, equity, and loan. 

 

Additionally, the paid EV/EBITDA multiple has been 6.0x upfront, or 10.6x including all earn-

outs. This suggests quite high multiples, but the acquisitions have all been accretive.  

However, it is important to remember the acquisitions of Playdigious and Lucky Kat have 

exceeded expectations and both are in line with Fragbite Group’s strategy to acquire quality 

assets.  

 

 

No acquisitions have been made so far in 2022, despite several discussions. Fragbite Group is 

selective in its M&A strategy, and we would rather see a few quality acquisitions rather than 

quantity. 

 

Management still sees many opportunities to capitalize on the growing consolidation in the 

market. Fragbite Group is still a quite small company, and M&A-related costs are booked 

under other external expenses rather than one-off items, as they are part of its regular 

business plan. Thus, OPEX has been somewhat higher than needed in 2022. 

Focus on 
acquiring proven, 
leading IPs with 
solid profitability 

Date Company Sales EBITDA Ebitda margin % Upfront Total Upfront Total

18 Feb-2021 Fragbite 24 6 25.0% 12.5x 12.5x 3.1x 3.1x

11 May-2021 Playdaigious 57.1 6.0 10.5% 8.3x 14.2x 0.9x 1.5x

14 Dec-2021 Lucky Kat 78.8 21.0 26.7% 3.5x 9.0x 0.9x 2.4x

Sum 159.9 33.0 20.6% 6.0x 10.6x 1.2x 2.2x

Source: Redeye research

EV/SEV/EBITDASEK m

Date Company Cash Shares Cash Shares Total purchase price

18 Feb-2021 Fragbite 30 45 0 0 75.0

11 May-2021 Playdaigious 30 20 17.5 17.5 85.0

14 Dec-2021 Lucky Kat 52.5 21.0 63.0 52.5 189.0

Sum 112.5 86.0 80.5 70.0 349.0

Source: Redeye research

Upfront Earnout

SEK m
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At the end of Q2 2022, Fragbite Group’s net debt was SEK 8.4m, equivalent to a net 

debt/EBITDA ratio of 0.6x. Based on the maximum leverage ratio of 2.0x EBITDA, we estimate 

the group has SEK ~85m in firepower for M&A.  

 

Market Outlook 

Global Gaming Market 
The gaming market has been growing consistently in recent decades, with close to three 

billion players spending roughly USD 193bn on games during 2021, up 8% on 2020, according 

to Newzoo.  

 

The pandemic proved a catalyst for the entire industry, as people spent more time inside and 

found new ways to entertain themselves. Despite recording the highest growth in over a 

decade during 2020, the outlook for the industry remains exciting, with global spending 

expected to reach USD 226bn by 2025, equivalent to a CAGR of 4%, according to Newzoo. 

There are many technologies expected to help drive growth in the industry; AR/VR, the 

metaverse, and cloud gaming are all emerging fields with ample future potential. 

 

 

China is the world’s largest market both in terms of revenues and number of players, followed 

by the US and Japan in revenue terms. Thus, Fragbite Group’s access to the Chinese market 

through Playdigious provides it with a considerable advantage. We also believe the synergies 

across the group could make it easier for other entities, such as Fragbite AB or Lucky Kat, to 

enter the Chinese market. 
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Mobile Gaming Market 
In the past decade, mobile gaming has become a staple of the gaming world and is now the 

largest segment of the whole market. In developed regions of the world, mobile accounts for 

around 40-50% of the market, while console and PC represent the rest. However, in developing 

regions of the world, there is a considerable advantage in the mobile segment, as it represents 

almost 67% of the market in APAC and 48% in Latin America. An explanation for this is the 

accessibility of mobile gaming and how easy it is to take phones out and start gaming. 

Moreover, it is often cheaper to game on a phone as it does not require buying a console or 

PC, which often is an expensive purchase when done strictly for gaming. 

 

 

Fragbite; Million players per market Fragbite: Revenue in USD billions, per country

Source: Google Beyond 2021 Report, Redeye research Source: Google Beyond 2021 Report, Redeye research
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Mobile has an almost pure free-to-play monetization strategy, with most of the revenues 

coming from ads or IAP. In-app purchases are often in the form of in-game currency, skins, or 

premium items. Monetization varies significantly between mobile game genres. For deeper 

and more immersive games genres such as RPG, action, and adventure, in-app purchases 

dominate at almost 80% of revenues. In lighter game genres such as hypercasual, word, and 

board, most of the revenues to game developers come from ads. 

 

There is a regional difference in all game genres, though. China and Japan rely heavily on ad 

revenue, while Korea, APAC, and EMEA rely more on in-app purchases. In America, there is a 

50/50 split between IAP and ad revenues. 
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While many mobile games are free-to-play, with a combination of both ads and IAP, there are 

only a few actual players who spend money on in-app purchases. According to a 2014 study 

by Swrve, only about 2.2% of a game’s player base spends money. However, Swrve also found 

that 10% of this 2.2% accounted for around 46% of all revenues. Per transaction, the average 

spending over all the genres is about USD 7.6, but this can vary considerably between genres, 

as shown below. 

 

According to Google’s Mobile Insight report, 40% of mobile players state that ads have a 

positive effect on their gameplay, while 35% say that ads have no effect. This is interesting 

because the common belief is that in-game ads are intrusive. An overwhelming majority have 

at least a slight interest in the ads’ content. Most also interact with ads to earn in-game 

incentives. 
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E-sports Market 
Advances in the gaming industry have led to the emergence of many associated industries, e-

sports among them. There is no one exact and widely adopted definition of e-sports, but 

Newzoo calls it “professional or semi-professional competitive gaming in an organized format 

(tournament or league) with a specific goal/prize, such as winning a championship title or prize 

money.” This definition makes it similar to regular sports but competing using video games 

rather than physical activity. The e-sports field of the overall gaming market grew in popularity 

during the pandemic, with the number of viewers hitting close to 500 million in 2021.  

 

These some 500 million viewers generated slightly more than USD 1bn in revenues during 

2021, and Newzoo expects this to reach USD 1.6bn by 2024, implying a CAGR of 14%. Most of 

the industry relies on sponsorships, and Newzoo expects close to 60% of revenues to flow 

from sponsors in 2022.  

 

 

 

The global e-
sports market is 
expected to grow 
by a CAGR of 
14% until 2024 

Esports: Global revenues (USDm)

Source: Newzoo Redeye research
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How to improve the monetization issue? 

The major revenue streams in the e-sports are sponsorships, media rights, and publisher fees. 

Monetization has been an issue for the industry, and there are several trends for diversifying 

and expanding revenue streams across the industry.  

 

 

One of the major problems in e-sports has always been how to make money—in other words, 

how to monetize the audience. By relying heavily on sponsorship, the entire sector has 

depended on one primary source of revenues. Although brand deals have enabled the field’s 

emergence to some degree, almost all actors would be in trouble if sponsorships were to 

stop. Consequently, organizations are increasingly looking at how they can diversify their 

revenue sources and safeguard future sales. 

 

First, it is important to emphasize that advertising is unlikely to stop contributing to the 

esports industry anytime soon. The industry is growing rapidly, making it possible for 

advertisers to target a niche customer base with strong buying power. As an example, “Team 

SoloMid”, one of the world’s largest e-sports teams, recently closed a USD 210m deal over ten 

years with the cryptocurrency exchange FTX for the naming rights for its organization. 

Following the agreement, Team SolMid, or TSM, was renamed TSM FTX. 

 

Direct-to-fan revenues expected to improve cash flows 

Nevertheless, to diversify the sources of revenues, e-sports organizations are increasingly 

looking at direct-to-fan monetization. This  can take many forms, including merchandise, 

loyalty programs, and education programs. Merchandising has been a common monetization 

strategy for quite some time, with individual streamers and teams selling clothes and other 

memorabilia branded with their names and logos. This strategy is now being taken to the next 

level, with some e-sports teams collaborating with large fashion brands, such as Puma. 

 

Loyalty programs should increase recurring revenues 

Another way to monetize is through the introduction of loyalty programs that build on a 

subscription-based model, where viewers pay for unique content from their favorite teams 

and players. This strategy enables teams to generate more revenues and also increases 

engagement and enables better audience involvement. Another subscription-based model 

that, for example, TSM has introduced is training programs for its fans. For a recurring fee, the 

fans can practice certain games using everything from entry-level services (such as an in-

The e-sports 
market is highly 
dependent on 
advertising, which 
represents ~60% of 
revenues  

New revenue 
sources, such as 
direct-to-fan and 
loyalty programs, 
should improve 
monetization 

Esports market revenue, by source (USD millions)

Source: Statista, eSports market worldwide, Redeye research
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game training course) to an elite academy where students are taught high-level gameplay 

techniques.  

 

These new revenue sources and the growing interest in e-sports are expected to boost 

revenues per viewer to USD 2.8 in 2024, from USD 2.29 in 2021, according to Newzoo 

 

The e-sports ecosystem  

The ecosystem of the e-sports industry is both vast and evolving. Here, we try to explain the 

money and value flow within the value chain and show the key stakeholders.  

Esports: Revenue per viewer (USD)

Source: Newzoo Redeye research
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E-sports market can be split into four different segments  

The e-sports market can be said to have four main types of actors. The first type is the game 

publishers, which work to maintain, own, update, and provide the games. The second is the 

organizers creating tournaments and leagues where professional players compete. In some 

instances, this category could be the game publishers themselves; in other cases, it is a 

separate third party. Third is the streaming platforms that operate as a form of middleman, 

providing an easy way for the fourth actor, the audience, to access the generated material. 

The audience is often divided into two further categories: regular or recurring viewers; and 

more casual viewers who tune into events occasionally.  

 

In addition to these four types, there are also teams that organize and train players and 

sponsors that finance most of the industry. Below, we elaborate on each of the actors within 

the industry in greater detail.  

 

 

Game publishers 

Hugo Tristão, e-sports Market Lead at Newzoo, states that the essence of e-sports is 

engagement. It is thus not surprising that all the top three games within e-sports, League of 

Legends, Counter Strike: Global Offensive, and DOTA 2, are free to play. If a game is free to 

play, the entry barriers for the audience and potential players are almost non-existent, enabling 

people to engage without incurring financial costs. The game publishers can also be split into 

whether they apply a “hands-on” or “hands-off” approach. Some, like Microsoft and Nintendo, 

take a step back from organizing tournaments and hosting leagues, leaving it to the 

community to shape the competitive landscape.  

 

Others, such as Riot Games, Activision Blizzard, and Valve Corporation, take a more active 

approach to fully control game development and deciding how they should be played. The 

latter approach is currently the most popular, and most actors now take an active role to 

ensure quality and control over the community. When it comes to the actual game publishers, 

the market is quite fragmented. 

 

Broadcasting platforms  

Twitch was the dominant player on the streaming market, far ahead of YouTube, as can be 

seen below. In the western markets, Twitch and YouTube are often the top two such actors, 

but holding somewhat weaker positions in Asia. The greatest irregularity can be found in the 

Chinese market, where the owners of YouTube and Twitch. Google and Amazon, respectively, 

are banned from operating.  

 

The e-sports 
market primarily 
consists of:  
publishers, 
organizers, 
streaming 
platforms, 
audience, and 
players  
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Popularity of streaming services, by region 

 

Consumers 

The e-sports market’s consumers, or the audience, are often divided into e-sports enthusiasts 

and occasional viewers, the difference between them lying in the consistency with which they 

watch e-sports games. Enthusiasts actively follow leagues, while occasional viewers tune in 

for larger events. In terms of demographics, the industry is skewed in favor of the young, and 

the typical viewer is a male between the age of 21 and 35.  

 

Another interesting aspect of the e-sports market is that enthusiasts and occasional viewers 

make more money and are more likely to have full-time jobs than the general online 

population. This strong purchasing power among end-customers presents an opportunity for 

many actors.  

 

 

 

 

Fragbite: Popularity of streaming services

Source: Newzoo, redeye research

E-sport viewers with full time job E-sport viewvers with high household income

Source: Newzoo 2022 Global Esports & Live Streaming Market Report Source: Newzoo 2022 Global Esports & Live Streaming Market Report 
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The e-sports market also differs quite considerably between geographical markets. Mobile 

gaming is much more common in emerging markets, such as Latin America, the Middle East, 

Africa, South East Asia, and India. This is reflected in the behavior of the e-sports audiences 

there, with customers in this market tending to watch people compete in mobile games more 

often than their peers in developed countries.  

 

Teams and pro players  

Most e-sport players are organized in teams that compete together in tournaments and 

leagues. Players and non-competitive influencers are sometimes independent, but it can be 

helpful for a player to be part of a team. Unlike playing alone and relying solely on prize money, 

a team can offer a guaranteed salary thanks to them generally having more diversified 

sources of income. Players can also be streamers, which is quite common, and then they are 

able to obtain additional sources of revenues through sponsorship, donations, and a revenue 

share from broadcasting platforms.  

 

The relationship between teams and players has been tarnished at times, with many teams 

accused of putting excessive pressure on the players competing for them. Furthermore, 

players have complained about the irregularity and uncertainty of their salaries. This is 

especially common for players competing in DOTA 2, where almost all a team’s earnings stem 

from one tournament, The International. The International consistently pushes the record of 

having the highest prize pool in e-sports, and although the winner receives a large sum, teams 

face a significant risk of bankruptcy if they lose. The uncertainty of the payment structure and 

the irregularity of payments is a major problem for the whole industry. 

 

E-sports tournaments 

The teams and players are, of course, central to the e-sports ecosystem. A broadcasting 

game session is a natural part of their career, so players receive brand sponsorship. Some 

teams recruit influencers who only stream. E-sports teams are run like an enterprise and most 

have multiple teams across different e-sports. The prize money is an essential part of the 

income for players and teams. The growth of the prize pool is vital for the e-sports industry, as 

it will lead to further professionalism among players and teams. The top e-sports titles during 

2021 in terms of prize pools were DOTA 2 (ARTS), PUBG Mobile (Shooter), Counter-Strike: 

Global Offensive (FPS), Fortnite (Shooter), Arena of Valor (MOBA), and Call of Duty: Modern 

Warfare (Shooter). 
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Tournament organizers  

If a game publisher chooses not to organize tournaments, this leaves room for independent 

tournament organizers to enter the industry. Independent organizers do not own the games 

but seek approval from game publishers to host a tournament using their titles. These 

organizers generate revenues in several ways, including sponsorship fees, tickets and 

merchandise sold to the audience, media rights fees from streaming services, and game 

publishers’ payments in exchange for engagement.  

 

The lack of regulatory standards has caused problems for independent companies setting up 

tournaments. Players may be hesitant to sign up for these tournaments, as the financial 

strengths of these organizations might be unknown, resulting in uncertainty about the 

payment of prize money. There have been cases in the past when the payout money has been 

withheld after a tournament, such as the Malaysian ASEAN Games for Esports tournament in 

2016 and June 2017, for which the winners have yet to receive their money. 

 

Sponsors/advertisers  

As stated before, sponsorships are expected to generate roughly 60% of the industry’s 

revenues in 2022, and traditional companies have become increasingly interested in the 

industry owing to its rapid growth in recent years. Companies at the forefront of e-sports 

sponsorships include large names such as Nike, Adidas, Audi, and Louis Vuitton. However, 

based on the current macro environment, there is a risk that advertising budgets are cut, 

which could have a severe impact on the industry. 

WEB 3 
Web 3 is described as a decentralized internet based on blockchain techniques where users 

own their own data and carry it across platforms rather than a huge amount of data being 

stored by a few large databases. The data is instead distributed so all users have control of 

their own information. 

 

Additionally, blockchain-based games could offer simultaneous entertainment and revenue 

generation, enabling   new revenue sources where game developers can raise capital and 

reward users by distributing NFTs and other in-game awards. 

 

Play and earn games are blockchain-based mobile and computer games where players can 

earn the games’ internal currency by completing challenges and building characters in the 

game. The collected points and built characters can then be transferred to an open or internal 

market. The in-game currencies can thus be used across various blockchain-related markets. 

In its mobile insight reports, Google said it sees that mobile players would clearly prefer to 

interact in the metaverse, suggesting demand for Web3-related games. 

WEB 3 related 
games could 
unlock new 
revenue streams 
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Game trends that mobile players want to interact with

Source: Google "Mobile Insights Reports". January 2022 
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Financial Forecasts 
Sales 

Fragbite Group is a relatively newly formed company, having made its major acquisitions in 

2021, and its historical financials remain modest. Incorporating all acquired units, the group’s 

pro-forma net sales in 2021 reached SEK 212m versus the reported number of SEK 124m. On 

an LTM basis, as of Q2 2022, sales were SEK 213m as a result of the acquisitions.  

 

The group does not disclose sales per segment, which reduce visibility into its numbers. 

However, we estimate gaming (mostly mobile) accounts for ~90% of its revenues, while e-

sports accounts for the remaining 10%. Additionally, sales from tokens will be booked from 

Q3 2022 and onward. 

 

In the gaming segment, we estimate the acquired Playdigious and Lucky Kat have been the 

major contributors, which should also be evident from the recently paid earn-outs in Q3 2022.  

 

For 2022, we expect sequential improvements in Q3-Q4 based on new game releases and 

higher engagement in the e-sports segment.  

 

Prey Studios and Funrock’s release of MMA Manager 2 should contribute to revenues in Q3 

2022. Given the initial encouraging start, we expect a high single-digit contribution in Q3 (in 

SEKm) and consider the expansion into the APAC and MENA region as highly positive. Other 

releases, such as Spiritfarer (published on Netflix) and Little Nightmares from Playdigious, 

should also pave the way for a stronger H2 2022. Additionally, Fragbite Group will benefit from 

the Swedish CSO GO Cup, Swedish Chess League, and new content in Fragleagues.   

 

In total, we estimate net sales of SEK 265m for 2022, with gaming representing 89% of 

revenues, e-sports 9%, and tokens 2%. Based on pro-forma sales for 2021, we expect sales to 

grow 25% y/y and 15% organically.  

 

We estimate a 2021-2025E sales CAGR of 17% for the entire group, using the pro-forma 

statement as the base. We expect the gaming business to grow by a 2021-2025E sales CAGR 

of 17% and the e-sports segment to grow by 9% in the same period.  

We estimate sales 
growth to be broad-
based and deliver a 
2021-2025E CAGR of 
17%  

Fragbite: Net sales - Quarterly Fragbite: Net sales - LTM

Source: Redeye reseach, Source: Redeye reseach, 
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Fragbite Group is a diversified business with several targets in sight. We thus expect its 

growth to be broad-based. However, we believe its investment in Playdigious, in particular, 

represents the strongest growth driver thanks to its strong presence in China and relatively 

low risk of porting proving IPs.  

 

The Web3 initiatives by Lucky Kat and WAGMI should attract a broader player base, leading to 

higher engagement and increased token sales. However, the Web3 market is still in an early 

phase, and some technical and regulatory issues could hamper growth in this segment. 

Revenue recognition from sold tokens of SEK 11.5m will be booked in 2023 and 2024, 

supporting overall margins. We do not include further token sales in our financial estimates, 

though, due to their uncertainty and the quite low visibility into those markets. Management 

recently stated it is evaluating sales of 335 million tokens in 2022. Should this occur, it would 

be highly encouraging because these tokens have a very high gross margin, which should 

support the group’s overall profitability margins.  

 

We anticipate more tournaments and initiatives from Fragbite AB to drive higher engagement 

across its platforms. Additionally, we expect several e-sports initiatives based on other 

subgroups’ existing IPs.  

 

We do not incorporate any further M&A contributions in our forecast, but we estimate that 

Fragbite Group has SEK 75m-165m to spend on M&A in 2023-24, using existing cash on hand. 

Depending on the paid multiple for the acquired target, this could add 12-20% to sales in 2023-

2024. We include this in our Bull Case scenario. 

  

Gross profits  

The gross margin has been diluted by the recent acquisitions, particularly Playdigious, which 

does not own any IPs and is thus obliged to pay license fees as well as platform fees. In 

addition, Chinese partners are also entitled to their share, depending on the agreements. MMA 

Manager and MMA Manager 2 have been published by an external party, Tilting Point, implying 

lower margins but hopefully in return for higher sales.  

 

The user acquisition costs are included in the COGS item rather than OPEX, suggesting a 

lower gross margin versus peers, because UA is usually classified as OPEX. UA was scaled up 

in Q2 2022 ahead of the release of MMA Manager 2. We expect UA to be scaled back down for 

the remainder of 2022.   

 

 

Revenues from token 
sales are highly 
margin-accretive and 
should boost gross 
margins  

Recent acquisitions 
have diluted margins; 
we expect stronger 
margins ahead… 

Fragbite: Net sales and growth % - Annually Fragbite: Net sales - Annually per segment 

Source: Redeye reseach, Source: Redeye reseach, 
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As of Q2 2022, the gross margin was 21%, reaching 26% on an LTM basis. Lucky Kat saw 

positive effects from sold tokens in Q4 2021, which boosted the gross margin. We expect the 

gross margin to strengthen in Q3-Q4 2022 thanks to margin-accretive sales from tokens and 

improved mix effects from MMA Manager 2 and Spiritfarer on Netflix, leading to a gross 

margin of 25.4% for 2022E. 

 

We expect several initiatives from management to strengthen the gross margin. First, the take 

rate in Playdigious’s revenue share agreement could be strengthened, boosting the gross 

margin. We expect this to be realized when its new games are released and believe the 

initiatives will be low-hanging fruit based on Playdigious’s past success.   

 

Furthermore, Lucky Kat and WAGMI’s Web3 initiative should also contribute to a stronger 

gross margin, thanks to the lack of App Store and Google Store platform fees. New releases 

based on existing IPs on cross-platforms should also boost the gross margin, as the licensing 

fees could be retained in-house.  

 

We estimate the gross margin to reach 35.9% in 2025E, up from 26% on an LTM basis. The 

gross margin is the KPI with the lowest visibility, as the margin differs across the different 

businesses. The product mix is thus important and so we take a conservative view in the short 

term but note the optionality on the upside. 

  

 

…while a higher take 
rate from Playdigious 
and new revenue 
sources should 
boost gross margins  

Fragbite: Gross profit and margin - Quarterly Fragbite: Gross profit and margin - LTM

Source: Redeye reseach, Source: Redeye reseach, 
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Fragbite: Gross profit and margin - Annually

Source: Redeye reseach, 
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OPEX 

Fragbite Group’s operating expenses are primarily personnel and other external expenses. The 

group currently employs 80 FTEs across its subsidiaries. Other external expenses include 

marketing spending and other variable costs for hosting physical e-sports events, which is 

why the cost ratio tends to increase slightly in Q4. Additionally, Fragbite Group is still a small 

team with recurring costs for its M&A activities. These costs are not seen as non-recurring 

and have an impact on OPEX.  

 

We expect the scalability to shine through in the coming years, particularly given the group’s 

internal synergies within data analytics, marketing spending, and other administrative tasks. 

Other external expenses will thus come down to -8.0% in 2025 from today’s 10% on an LTM 

basis. 

  

The group’s offensive growth agenda requires new personnel, especially for game and IT 

development (Web3). Personnel costs are fixed, and the group’s operating leverage should be 

higher at a greater scale. We estimate that personnel expenses should represent 12.5% of 

sales in 2025E, down from today’s 15%. In total, we expect net OPEX to grow by a CAGR of 

15%.  

 

Earnings  

Fragbite Group aims to reach EBITDA margins of 20% in the medium term (two to four years). 

We estimate a 2021-2025E EBITDA CAGR of 36%. Stronger volumes, higher gross margins, 

and internal synergies across its subgroups should pave the way for margin expansion. We 

thus estimate the EBITDA margin to reach 17% in 2025. We have the impression that the 

gross margin needs to strengthen further for the group to reach its financial target of a 20% 

EBITDA margin. Based on the current trend, we take a conservative view of the gross margin 

and require improved visibility before we raise our assumptions.  

Fragbite: Other external expenses and as of sale % Fragbite: Personnel expenses and as of sale %

Source: Redeye reseach, Source: Redeye reseach, 
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We estimate a clearly better EBITDA for H2 2022 thanks to stronger volumes from game 

releases and sold tokens, which should strengthen the product mix and gross margin. Given 

Fragbite Group’s operating leverage, this should positively affect EBITDA and cash flows.  

 

Adjusted EBIT 

The group reports in accordance with K3, obligating it to amortize goodwill on a five-year 

linear basis. When calculating adjusted EBIT, we thus exclude the amortization of goodwill. On 

an LTM basis, adjusted EBIT reached SEK -1.1m, corresponding to a margin of -0.5%. On a 

pro-forma basis for 2021, adjusted EBIT reached SEK 14.5m, at a margin of 6.8%. 

 

We expect the depreciation of intangible assets to increase slightly owing to a higher pace of 

game releases. We estimate adjusted EBIT growing by a 2021-2025E CAGR of 40% to reach 

SEK 55m in 2025E.  

 

 

 

 

 

 

Fragbite: Adj EBITDA - Quarterly Fragbite: Adj EBITDA and margin % - Annually

Source: Redeye reseach, Source: Redeye reseach, 
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Fragbite: Adj EBIT and margin % - Annually

Source: Redeye reseach, 
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Net profit/EPS 

Given the high amortization of goodwill, we adjust for this item when calculating net income 

and EPS. In accordance with the acquisition of Lucky Kat, Fragbite Group issued a loan of SEK 

30m that will mature in 2024. This will impact net income and EPS accordingly.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fragbite: Adj Net Income

Source: Redeye reseach, 
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P&L and KPIs 

 

 

 

 

 

 

 

 

 

 

Year 2021 2022 2021 2021** 2022'E 2023'E 2024'E 2025'E

Period Q1 Q2 Q3 Q4 Q1 Q2 Q3'E Q4'E FY Proforma FY FY FY FY FY

Net sales 2.4 17.2 44.1 60.3 54.7 54.2 66.2 90.0 124.0 212.3 265.1 310.0 356.8 401.9

Other income 0.0 0.0 0.0 0.0 0.1 0.0 0.1 0.1 0.0 0.0 0.3 1.0 2.0 2.0

Total revenue 2.4 17.2 44.1 60.3 54.8 54.3 66.3 90.1 124.0 212.3 265.4 311.0 358.8 403.9

COGS -1.0 -13.5 -35.6 -37.9 -41.7 -42.8 -47.6 -65.9 -88.0 -149.4 -198.0 -209.0 -235.2 -259.0

Gross profit 1.4 3.7 8.5 22.5 13.1 11.5 18.6 24.2 36.0 62.8 67.4 102.0 123.6 144.9

Capitalised development 1.0 1.5 1.9 2.3 2.5 2.4 2.3 2.5 6.8 6.8 9.7 10.5 10.6 11.2

Personnel expenses -1.7 -4.0 -4.2 -6.6 -9.1 -9.8 -10.0 -10.5 -16.5 -25.8 -39.4 -44.0 -48.3 -52.9

Other external expenses -3.2 -5.7 -3.3 -7.9 -4.1 -5.5 -5.3 -6.5 -20.1 -22.9 -21.4 -25.2 -28.3 -32.3

Other costs 0.0 0.0 -0.2 -0.4 0.0 0.0 0.0 -0.1 -0.6 -0.2 -0.1 -0.8 -0.9 -1.0

Total Opex -3.9 -8.2 -5.8 -12.6 -10.6 -12.9 -13.1 -14.6 -30.5 -42.2 -51.2 -59.5 -66.8 -75.0

EBITDA -2.5 -4.5 2.7 9.8 2.4 -1.4 5.6 9.7 5.5 20.6 16.2 42.5 56.7 69.9

Total D&A -4.9 -12.3 -13.4 -21.2 -21.2 -23.2 -23.2 -24.3 -51.8 -87.7 -91.9 -94.3 -95.2 -96.7

EBIT -7.4 -16.7 -10.7 -11.4 -18.8 -24.6 -17.6 -14.6 -46.3 -67.1 -75.7 -51.8 -38.4 -26.9

Adj EBIT -2.7 -5.0 0.6 -0.2 1.7 -3.2 2.9 5.9 -11.0 14.5 7.2 30.2 43.6 55.1

Net financials 0.0 0.0 0.3 -0.1 -1.5 -4.8 -1.5 -1.5 0.2 -0.4 -9.3 -2.5 -2.5 -2.0

EBT -7.4 -16.7 -10.5 -11.5 -20.3 -29.4 -19.1 -16.1 -46.1 -67.5 -85.0 -54.3 -40.9 -28.9

tax 0.0 -0.3 -1.4 -2.6 -1.3 -1.4 -0.9 -0.8 -4.3 -7.4 -4.4 -9.8 -10.2 -11.0

Net Income -7.4 -17.0 -11.9 -14.1 -21.6 -30.8 -20.1 -16.9 -50.4 -74.9 -89.4 -64.1 -51.2 -39.9

Adj Net Income -2.8 -5.3 -0.5 -2.9 -1.1 -9.4 0.4 3.6 -15.1 6.7 -6.5 17.9 30.8 42.1

EPS -0.2 -0.2 -0.1 -0.2 -0.2 -0.4 -0.2 -0.2 -0.6 -0.9 -1.0 -0.7 -0.6 -0.4

Adj EPS -0.1 -0.1 0.0 0.0 0.0 -0.1 0.0 0.0 -0.2 0.08 -0.07 0.20 0.34 0.46

EBITDA - Capex -1.7 -4.3 1.0 5.8 -0.9 -3.2 2.9 5.8 -2.9 n.a 4.6 27.9 41.2 53.1

Margins %

Gross margin % 59.5% 21.6% 19.2% 37.2% 23.9% 21.1% 28.1% 26.9% 29.1% 29.6% 25.4% 32.8% 34.4% 35.9%

Adj EBITDA margin % -28.3% -16.6% 6.5% 16.3% 4.5% -1.0% 8.4% 10.7% 7.4% 11.4% 6.5% 13.7% 15.8% 17.3%

Adj EBIT margin % -116.1% -29.1% 1.4% -0.4% 3.0% -5.9% 4.3% 6.5% -5.9% 6.8% 2.7% 9.7% 12.1% 13.6%

EBITDA margin % -104.4% -25.9% 6.1% 16.3% 4.5% -2.7% 8.4% 10.7% 4.5% 9.7% 6.1% 13.7% 15.8% 17.3%

EBIT margin % -312.8% -97.2% -24.3% -18.9% -34.3% -45.4% -26.6% -16.2% -37.3% -31.6% -28.5% -16.7% -10.7% -6.7%

EBITDA - Capex margin % -72.3% -25.2% 2.2% 9.6% -1.7% -5.8% 4.4% 6.4% -2.3% n.a 1.7% 9.0% 11.5% 13.2%

Growth %

Net sales y/y 588% 4773% 4750% 2216% 215% 50% 49% - - 113.8% 16.9% 15.1% 12.6%

EBITDA y/y 65% -183% 320% -199% -68% 109% -2% - - 192.8% 161.7% 33.5% 23.2%

Adj EBIT y/y 35% -112% -166% -161% -36% 349% -2600% - - -165.5% 320.1% 44.3% 26.5%

Adj EPS y/y n.a n.a n.a -85% 43% -177% -213% - - -60.2% -375.3% 72.1% 36.7%

Total Opex y/y 180% 51% -486% 175% 58% 125% 15% - - 67.8% 16.3% 12.3% 12.3%

Source: Redeye research
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Cash flows 

Fragbite Group operates an asset-light business model, and its net working capital has been 

negative for the past six quarters, enabling solid cash conversion. The cash conversion 

(operating cash flows/adjusted EBITDA) reached 71% in 2021, and we expect it to touch 105% 

in 2022, on account of positive working capital changes, and then to remain high in the 

forthcoming years.  

 

Given the group’s focus on developing internal games for mobile and Web3, such initial 

investments remain fairly limited compared with PC/console games and instead require 

ongoing UA spending. We thus estimate CAPEX in terms of sales staying at 4%, boosting 

underlying free cash flows. We estimate the free cash flow margin will improve from 2022 to 

~14% in 2024. 

 

Fragbite Group ended Q2 2022 with net debt of SEK 8.4m, equivalent to a net debt/EBITDA 

ratio of 0.6x. The group announced it is paying earn-outs of SEK ~-35m in Q3, which will harm 

cash flows in H2 2022, and we expect it to end 2022 with net debt of SEK 32m, corresponding 

to 1.7x net debt/EBITDA. This ratio will fall quickly into a net cash position in 2024 owing to 

the group’s highly cash-generative businesses. 

 

 

Fragbite: Net debt (cash) position

Source: Redeye reseach, 
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Valuation 

Peer Valuation 

 

EV/S EV/EBITDA EV/EBIT Sales growth

Company name EV SEK m 2022 2023 2024 2022 2023 2024 2022 2023 2024

Nordics

Embracer 72,659 1.9x 1.6x 1.5x 6.3x 4.9x 4.1x 7.4x 6.6x 5.6x

EG7 1,642 0.9x 0.8x 0.9x 3.4x 3.2x 3.9x 11.1x 5.7x 6.8x

Stillfront 16,633 2.3x 2.1x 2.0x 6.4x 5.5x 5.1x 8.0x 7.1x 6.5x

G5 Entertainment 1,249 0.9x 0.8x 0.8x 4.0x 3.1x 2.8x 7.5x 4.6x 4.3x

Thunderful 1,584 0.5x 0.5x 0.5x 4.6x 3.4x 3.1x 9.6x 5.3x 4.9x

MTG 9,390 1.7x 1.5x 1.4x 7.0x 6.5x 6.1x 14.5x 11.7x 10.4x

G5 Entertainment 1,249 0.9x 0.8x 0.8x 4.0x 3.1x 2.8x 7.5x 4.6x 4.3x

Rovio 2,957 0.8x 0.8x 0.8x 5.0x 4.7x 4.6x 6.8x 6.1x 5.8x

MOBA Network 392 na na na na na na na na na

Flexion Mobile 699 0.9x 0.6x 0.5x 12.8x 5.1x 4.0x 35.8x 7.1x 4.7x

Nitro Games 212 na na na na na na na na na

Median 1,584 0.9x 0.8x 0.8x 5.0x 4.7x 4.0x 8.0x 6.1x 5.6x

Average 9,879 1.0x 0.9x 0.8x 4.9x 3.6x 3.3x 9.8x 5.4x 4.9x

International Mobile / Casual

Ten Square 1,460 1.2x 1.2x 1.1x 6.5x 6.3x 5.8x 7.0x 7.0x 6.1x

Com2us 7,492 1.3x 1.1x 1.0x 18.5x 9.4x 8.7x 42.7x 14.2x 12.1x

Roblox 259,444 8.2x 7.5x 6.4x 67.6x 57.4x 52.2x >100 99.6x 86.9x

Playtika 57,120 1.9x 1.9x 1.7x 5.6x 5.2x 4.9x 10.7x 9.3x 8.3x

Nexters 13,195 na na na na na na na na na

Netease 351,231 2.2x 2.0x 1.8x 9.3x 8.3x 7.3x 10.0x 8.9x 7.9x

Nexon 129,158 4.9x 4.2x 3.8x 14.3x 11.3x 9.7x 14.8x 11.6x 10.0x

Median 57,120 2.1x 1.9x 1.8x 11.8x 8.9x 8.0x 10.7x 10.4x 9.2x

Average 117,014 2.8x 2.5x 2.3x 17.4x 14.0x 12.7x 12.2x 21.5x 18.8x

Peer Group Median 29,352 1.5x 1.4x 1.3x 8.4x 6.8x 6.0x 9.3x 8.3x 7.4x

Fragbite 354 1.5x 1.2x 1.0x 24.0x 9.0x 6.5x 55.0x 12.4x 7.7x

Source: Factset, Redeye research

Sales growth EBITDA margin EBIT margin Sales

Company name 2022 2023 2024 2022 2023 2024 2022 2023 2024

Nordics

Embracer 127% 14% 10% 30% 34% 37% 26% 25% 27%

EG7 14% 6% -5% 25% 26% 22% 8% 14% 13%

Stillfront 31% 10% 7% 37% 38% 39% 29% 30% 31%

G5 Entertainment 6% 6% 1% 22% 26% 29% 12% 18% 19%

Thunderful 1% 4% 1% 11% 14% 15% 5% 9% 9%

MTG 11% 9% 7% 24% 24% 24% 12% 13% 14%

G5 Entertainment 6% 6% 1% 22% 26% 29% 12% 18% 19%

Rovio 15% 1% 2% 17% 18% 18% 13% 14% 14%

MOBA Network na na na na na na na na na

Flexion Mobile 102% 41% 28% 7% 12% 12% 2% 9% 10%

Nitro Games na na na na na na na na na

Median 13.6% 6.2% 1.8% 21.7% 25.8% 23.8% 11.5% 14.3% 14.2%

Average 28.5% 8.9% 4.7% 17.6% 19.7% 20.4% 10.7% 13.5% 14.1%

International Mobile / Casual

Ten Square -14% -1% 8% 18% 19% 19% 17% 17% 18%

Com2us 35% 19% 6% 7% 12% 12% 3% 8% 8%

Roblox 25% 9% 17% 12% 13% 12% 8% 8% 7%

Playtika 21% 4% 7% 35% 36% 35% 18% 20% 21%

Nexters na na na na na na na na na

Netease 19% 12% 10% 24% 24% 25% 22% 22% 23%

Nexon 23% 16% 11% 34% 37% 39% 33% 36% 38%

Median 21.9% 10.4% 8.9% 21.1% 21.5% 22.0% 17.6% 18.6% 19.7%

Average 15.7% 8.4% 8.3% 18.6% 20.1% 20.3% 14.4% 15.8% 16.5%

Peer Group Median 17.8% 8.3% 5.4% 21.4% 23.7% 22.9% 14.6% 16.5% 16.9%

Fragbite 16% 15% 13% 7% 13% 16% 3% 9% 12%

Source: Factset, Redeye research



REDEYE Equity Research Fragbite Group 21 October 2022 
 

40 
 

Given Fragbite Group’s diversified revenue mix and it being a smaller company in an early 

phase, its growth rates are higher and its margins tend to be weaker. Multiples for publicly 

traded gaming companies have fallen sharply lately, especially in the Nordics and trade at all-

time-low multiples. We argue that the gaming sector will remain robust in tougher times and 

believe the market will appreciate that in the coming time, potentially driving multiples closer 

back to the sector average.  

 

We deem Stillfront, MTG, G5 and MOBA Network to be its closest peers. 

 

We argue a premium versus peers is warranted due to Fragbite Group’s attractive end-

exposure, higher earnings growth, and the optionality from M&A. At our base case, Fragbite 

Group would trade at 14x EV/EBITDA(23-24e) 

DCF Valuation 
We use a DCF model as our primarily valuation method. We apply three different scenarios 

with a WACC of 10.5% for all scenarios. We incorporate further M&A activities in our Bull Case 

scenario. We illustrate our major assumptions below. 

 

Bear Case: SEK 4.5 Base Case: SEK 7.5 Bull Case: SEK 11.5 
Sales CAGR 2023-2027E: 10% 

Sales CAGR 2028-2037E: 4%  

Terminal growth rate: 2% 

Avg EBITDA margin 2023-
2037’E:16% 

Terminal EBITDA margin: 20% 

 

In our Bear case, we anticipate a 
lower tempo of coming game 
releases, commercialization issues 
in coming Web3 games and lower 
bargaining power for Playdigious. 

 

Sales CAGR 2023-2027E: 13% 

Sales CAGR 2028-2037E: 5% 

Terminal growth rate: 2% 

Avg EBITDA margin 2023-2037E: 
18%  

Terminal EBITDA margin: 22.5% 

 

In our Base case, we anticipate 
Fragbite Group to fulfill its financial 
targets and be successful in 
upcoming game releases and its 
commercialization in Web3 and e-
sport.  

Sales CAGR 2023-2027E: 16% 

Sales CAGR 2028-2037E: 6% 

Terminal growth rate: 2% 

Avg EBITDA margin 2023-2037E: 
20% 

Terminal EBITDA margin: 25% 

 

In our Bull case, we anticipate 
Fragbite Group to successfully 
launch new games, enhance its 
bargaining power, and expand its 
product portfolio with further M&A. 

 

The following table provides a sensitivity analysis. The table illustrates the value per share if 

applying different outcomes regarding the discount rate (WACC) and long-term EBITDA 

margins. 

 

 

  

WACC and Terminal EBITDA-senitivity

WACC %

7.50               12.5% 11.5% 10.5% 9.5% 8.5%

20.0% 5.1                 5.8                 6.6                 7.7                 9.1                 

EBITDA margin % 22.5% 5.7                 6.5                 7.5                 8.8                 10.4               

25.0% 6.4                 7.3                 8.4                 9.8                 11.7               
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Summary Redeye Rating 
The rating consists of three valuation keys, each constituting an overall assessment of several factors that are rated 

on a scale of 0 to 1 points. The maximum score for a valuation key is 5 points. 

 

People: 4 

Fragbite Group is run by senior management with vast experience in the sector. Additionally, the insider ownership 

among management and the board of directors (including in acquired businesses) remains high, paving the way for 

long-term value creation. 

 

Business: 3 

The group operates in the video gaming industry, an industry characterized by fierce competition. Also, as organic 

growth is driven by game releases and other engagement initiatives, the business model does not imply any 

recurring revenues. Some uncertainty remains regarding future legislation for Web3, which could imply risks.  

 

Financials: 2 

Fragbite Group was formed in 2021. As such, it lacks historical financials. In addition, the previous acquisitions’ 

earn-outs will harm cash flows in 2022. In the long run, we expect healthy free cash flow generation based on its 

asset-light business model.   
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2021 2022E 2023E 2024E DCF Valuation Metrics Sum FCF (SEKm)
INCOME STATEMENT Initial period 2023-26 60

Net sales 124 265 310 357 Momentum period 2027-37 359

Cost of Revenues 88 198 208 233 Terminal Period 302

Gross Profit 36 67 102 124 Firm Value 721

Operating Expenses 30 51 60 67 Net Debt 34

EBITDA 6 16 42 57 Equity Value 687

Depreciation & Amortization 52 92 94 95 Fair Value per Share 7.5

EBIT -11 7 30 44

Net Financial Items 0 -9 -3 -3 2021 2022E 2023E 2024E
EBT -46 -85 -54 -41 CAPITAL STRUCTURE
Income Tax Expenses 4 4 10 10 Equity Ratio 67% 35% 24% 11%

Non-Controlling Interest 0 0 0 0 Debt to equity 0.2 0.5 0.7 1.4

Net Income -50 -89 -64 -51 Net Debt -41 34 9 -32

Capital Employed 245 328 270 225

BALANCE SHEET Working Capital Turnover -10.2 -11.4 -11.6 -10.9

Assets
Current assets GROWTH
Cash & Equivalents 87 37 53 85 Revenue Growth 2567% 114% 17% 15%

Inventories 0 0 0 0 Basic EPS Growth 17% 64% -28% -20%

Accounts Receivable 17 28 31 37 Adjusted Basic EPS Growth -36% -60% -375% 72%

Other Current Assets 15 20 24 25

Total Current Assets 120 85 108 148 PROFITABILITY
ROE -37% -50% -53% -82%

Non-current assets ROCE -4% 2% 11% 19%

Property, Plant & Equipment, Net 0 2 3 5 ROIC -10% 3% 9% 17%

Goodwill 0 277 195 113 EBITDA Margin (%) 4% 6% 14% 16%

Intangible Assets 183 68 69 70 EBIT Margin (%) -9% 3% 10% 12%

Right-of-Use Assets 0 0 0 0 Net Income Margin (%) -41% -34% -21% -14%

Shares in Associates 0 0 0 0

Other Long-Term Assets 2 0 0 0

Total Non-Current Assets 185 347 267 188 VALUATION
Basic EPS na -1.0 -0.7 -0.6

Total Assets 304 431 375 336 Adjusted Basic EPS na -0.1 0.2 0.3

P/E na neg 19.7 11.5

Liabilities EV/Revenue na 1.5 1.2 0.9

Current liabilities EV/EBITDA na 23.9 8.5 5.7

Short-Term Debt 15 32 24 15 EV/EBIT na 53.9 12.0 7.4

Short-Term Lease Liabilities 0 0 0 0 P/B na 2.3 4.0 9.5

Accounts Payable 26 32 34 43

Other Current Liabilities 19 39 47 53

Total Current Liabilities 59 104 105 111 SHAREHOLDER STRUCTURE CAPITAL % VOTES %
Mikael A Pettersson 8.0% 8.0%

Non-current liabilities The Barbarian Group AB 6.8% 6.8%

Long-Term Debt 31 38 38 38 Seller of Playdigious 6.0% 6.0%

Provisions 0 138 138 138 Santhe Dahl 5.0% 5.0%

Other Long-Term Liabilities 10 0 6 12 Sellers of Lucky Kat B.V 4.4% 4.4%

Total Non-current Liabilities 42 176 182 188

SHARE INFORMATION
Non-Controlling Interest 0 0 0 0 Reuters code FRAG

Shareholder's Equity 203 152 88 37 List First North

Total Liabilities & Equity 304 431 375 336 Share price 3.9

Total shares, million 91.7

CASH FLOW
NOPAT -12 8 25 33

Change in Working Capital 10 11 3 6 MANAGEMENT & BOARD
Operating Cash Flow 4 18 39 56 CEO Marcus Teilman

CFO Lars Johansson
Capital Expenditures 0 -2 -2 -2 Chairman Stefan Tengwall
Investment in Intangible Assets -7 -11 -12 -13

Investing Cash Flow -73 -89 -15 -16

ANALYSTS Redeye AB
Financing Cash Flow 152 21 -9 -9 Viktor Lindström Mäster Samuelsgatan 42, 10tr
Free Cash Flow -3 6 25 40 Hjalmar Ahlberg 111 57 Stockholm  
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Redeye Rating and Background Definitions 
Company Quality 

Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These 

are the building blocks that enable a company to deliver sustained operational outperformance and attractive long-

term earnings growth. 

 

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely 

accepted and tested investment criteria and used by demonstrably successful investors and investment firms. Each 

sub-category may also include a complementary check that provides additional information to assist with 

investment decision-making. 

 

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for 

each sub-category. The overall score for a category is the average of all sub-category scores, based on a scale that 

ranges from 0 to 5 rounded up to the nearest whole number. The overall score for each category is then used to 

generate the size of the bar in the Company Quality graphic. 

 

People 

At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business 

is a significant part of understanding the long-term drive of the company. It all comes down to doing business with 

people you trust, or at least avoiding dealing with people of questionable character. 

The People rating is based on quantitative scores in seven categories:  

• Passion, Execution, Capital Allocation, Communication, Compensation, Ownership, and Board. 

 

Business 

If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage 

customers, create value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing 

the business model inside out will provide you some level of certainty and reduce the risk when you buy a stock. 

The Business rating is based on quantitative scores grouped into five sub-categories:  

• Business Scalability, Market Structure, Value Proposition, Economic Moat, and Operational Risks. 

 

Financials 

Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the 

financial soundness of a business. Also, these ratios are key factors that will impact a company’s financial 

performance and valuation. However, you only need a few to determine whether a company is financially strong or 

weak. 

The Financial rating is based on quantitative scores that are grouped into five separate categories:  

• Earnings Power, Profit Margin, Growth Rate, Financial Health, and Earnings Quality.
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Disclaimer 
Important information  
Redeye AB (”Redeye” or “the Company”) is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic 
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance, equity research and 
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful 
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish Financial 
Supervisory Authority. 
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments, 
prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial instruments on behalf 
of clients, place financial instruments without position taking, provide corporate advice and services within mergers and acquisition, provide services 
in conjunction with the provision of guarantees regarding financial instruments and to operate as a Certified Advisory business (ancillary 
authorization). 
 
Limitation of liability  
This document was prepared for information purposes for general distribution and is not intended to be advisory. The information contained in this 
analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward-looking 
information in the analysis is based on subjective assessments about the future, which constitutes a factor of uncertainty. Redeye cannot guarantee 
that forecasts and forward-looking statements will materialize. Investors shall conduct all investment decisions independently. This analysis is 
intended to be one of a number of tools that can be used in making an investment decision. All investors are therefore encouraged to supplement 
this information with additional relevant data and to consult a financial advisor prior to an investment decision. Accordingly, Redeye accepts no 
liability for any loss or damage resulting from the use of this analysis. 
 
Potential conflict of interest  
Redeye’s research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure the 
objectivity and independence of its analysts. The following applies: 

• For companies that are the subject of Redeye’s research analysis, the applicable rules include those established by the Swedish Financial 
Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore, Redeye employees 
are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its analysis plus one trading 
day after this date. 

• An analyst may not engage in corporate finance transactions without the express approval of management and may not receive any 
remuneration directly linked to such transactions. 

• Redeye may carry out an analysis upon commission or in exchange for payment from the company that is the subject of the analysis, or 
from an underwriting institution in conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing. Readers of 
these reports should assume that Redeye may have received or will receive remuneration from the company/companies cited in the report 
for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not dependent on the content of 
the analysis.  

 
Redeye’s research coverage 
Redeye’s research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time. Unless 
otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for example in the event of 
significant changes in market conditions or events related to the issuer/the financial instrument. 
 
Recommendation structure 
Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary analysis and rating 
model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an independent assessment of the company 
in question, its opportunities, risks, etc. The purpose is to provide an objective and professional set of data for owners and investors to use in their 
decision-making.  
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Duplication and distribution 
This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed to physical 
or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable laws or other 
regulations. 
Copyright Redeye AB. 
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