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Thesis 

 This industry leader is buying into the casual mobile game market, the fastest growing segment 
of the videogame industry, with the King Digital acquisition. 

Industry 

 With the move to higher margin digital content and the ramp of the new console refresh cycle, 
the videogame industry has strong positive momentum after suffering through years of slow to 
no growth packaged goods sales. 

King Digital 

 King Digital, famous for its “Candy Crush” videogame, is a leader in casual mobile gaming. 

 ATVI is buying King at a valuation multiple of 6.4-times 2015 adjusted EBITDA. 

 Apart from the “Candy Crush” franchise, we think Activision is buying access to the strategic 
minds behind the most successful mobile video game franchise with a view toward cross-
pollinating the videogame assets of each company.   

 Together, Activision and King will have 547 million monthly active users, third, after only 
Facebook and YouTube in MAU’s. 

Investor Day Takeaways 

 Activision’s strategic vision is to both broaden its player/user base and also deepen the 
engagement of its players, the King acquisition is just one facet of this strategy. 

 Activision is also investing to exploit its intellectual property in film and television and to jump 
into the e-sports business which is building in popularity with younger demographics.   

 We see the company gaining traction in these new businesses as possible catalysts for ATVI. 
Outlook 

 Activision is forecasting a 10% EPS CAGR for the period 2015 through 2018. 

 Activision typically beats the high end of its own guidance and analyst consensus. 
Recommendation 

 We see ATVI as the leader in the very fragmented videogame software industry extending its 
lead through the King Digital acquisition. 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


