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ANURORA INTRO

O. Intro

The concept of Web3 gaming has been evolving alongside the broader development of blockchain, reaching its first
peak in 2017 with the release of the Ethereum-based Cryptokitties. This was the first game to showcase the potential of
blockchain in gaming and to generate traction to this new development. Since then, the space has witnessed an
incredible expansion that brought forth innovative gaming experiences and the formation of vibrant communities
rallying around the development of these games.

As the gaming industry becomes more intertwined with blockchain, its growth trajectory continues to climb up, with the
blockchain gaming market projected to surge from $154.46 billion in 2023 to a formidable $612.91 billion in 2030.
This substantial leap represents a robust Compound Annual Growth Rate of 21.8% during this period, underlining the
enduring and transformative impact of Web3 gaming on the broader gaming landscape.

WebJ3 gaming is on the verge of a significant breakthrough, evidenced by the flowing venture capital investments it
attracts, and the rapid integration of Web? gaming companies into the WebJ landscape. A transformative shift is
imminent, poised to redefine the gaming industry. Acknowledging and adapting to this impending evolution isn't just a
strategic choice but a necessary step to secure a favorable position within the field.

With this e-book we aim to provide a comprehensive understanding of this emerging domain and, crucially, to guide
you in maximizing its potential for your specific objectives. Whether you're a gaming enthusiast, a Web2 gaming
company exploring blockchain technology, or an investor, this e-book will serve as your essential introduction to get
started on Web3 gaming.
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https://www.fortunebusinessinsights.com/blockchain-gaming-market-108683
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https://dappradar.com/blog/games-publishers-going-web3

ANURORA WHAT IS WEB3 GAMING

1. What is Web3 Gaming?

Web3& gaming represents a transformative shift in the gaming industry, characterized by the integration of blockchain
technology and decentralized principles, leveraged to achieve genuine ownership of in-game assets and a more
interactive, immersive, and player-driven gaming experience. The blending of blockchain technology with gaming
resulted in a set of distinctive features that define the Web3 gaming experience.

Ownership of in-game assets: \Web3 gaming revolutionizes the notion of asset ownership by integrating blockchain
and NFT technologies allowing for true in-game assets ownership. Unlike Web?2, where in-game items held value only
within specific games, WebJ3 transcends single-platform utility. Unique rewards, in the form of NFTs, can be transferred
to other Web3 platforms or broader metaverse environments, enhancing liquidity and market value on cryptocurrency-
operated marketplaces.

Transparency: Blockchain ensures transparency and fairness in Web3 gaming, offering equal data access to every user.
This transparency guarantees fairness within the game, fostering a competitive yet equitable environment. Moreover, in
the advanced digital economy of Web3 gaming, transparency becomes instrumental in allowing players and developers
to monitor the game's progress and changes easily. This open and transparent approach establishes trust, attracting
high-skill players who prioritize fairness and transparency.

Decentralization: \Within Web3 gaming, Decentralized autonomous organizations (DAQOs) grant players the ability to
collectively guide game development and decision-making processes. This evolution transforms players from passive
participants to active contributors in the game's ongoing development and governance. Consequently, the traditional
divide between game creators and consumers diminishes, with players gaining a tangible stake not only in gameplay
but also in the strategic direction and management of the game's universe.

Reduced downtime and scalability: \Web3 gaming distinguishes itself with significantly reduced downtime, as its
decentralized nature eliminates reliance on a central system. This not only provides uninterrupted gameplay but ensures
higher reliability and stability. The underlying blockchain technology facilitates easy scalability, crucial in the dynamic
gaming industry. For an NFT game development company, these features create opportunities to develop robust,
reliable, and evolving games over time.

Integration with old games: Web3 gaming does not only introduce new concepts; it also allows for the seamless
integration of classic games into the metaverse environment. Old games can be re-examined in a fresh light and be
rediscovered by new audiences.

Player-Driven Experience: In Web3 gaming players have unprecedented freedom to shape their gaming experiences,
making critical decisions, earning rewards, and transferring assets across diverse environments. This shift redefines
gaming as an interactive platform for engagement, creativity, and economic activity, transforming it from a pastime to a
dynamic and immersive experience.
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Key differences between Web2 and Web3 gaming

AURORA ) Cloud

Web2 vs Web3 Gaming

Ownership of in Centralized control by companies Decentralized, owned by the buyer
game assets

Monetization In game purchases, ads, Play-to-earn, direct asset sales, NFT
subscriptions revenue..

Development e Community driven, collaborative

model ' development

Limited cross-game interactions, no Cross-game interoperability, asset

Interoperability -
asset portability portability

. Centralized economies within . ) .
Economic model Player drive, decentralized economies
games.

Market

Accessibility Restricted by region and platform Global accessibility

Table 1: Key differences between Web2 and Web3 gaming.

In essence, Web3 gaming marks a revolutionary departure from traditional gaming paradigms. Unlike the confined
ownership dictated by copyright laws in traditional games, Web3 gaming introduces authentic ownership of in-game
assets, liberating users to trade, sell, and collect without developer intervention. This profound transformation not only
revolutionizes the concept of digital ownership but also redefines the perception of games within the broader digital
landscape. No longer relegated to passive entertainment, games emerge as vibrant hubs fostering creativity and driving
economic activity.



ANURORA CHALLENGES

3.0 Challenges

As we have seen in the previous section, a lot of opportunities are emerging in the gaming sector. However, it is critical
to recognize that these advancements do not come without their own set of challenges. The realm of Web3 gaming,
while promising, is still in its infancy. The road to achieving high-quality, triple-A games and standout use cases is still
being paved. In this section, we will take a closer look at these challenges, shedding light on the developmental stage of
the industry.

Scalability and Performance

Scalability and performance are crucial for Web3 gaming, as the nature of gameplay demands fast and efficient
processing of transactions. In gaming environments, players often expect real-time responses and seamless
interactions, which are integral to maintaining the immersive quality of the game. For instance, in a blockchain-based
game, actions like buying or selling items, transferring assets, or even simple in-game movements involve transactions
on the blockchain, if these are slow, cumbersome, and even expensive, the gaming experience will suffer a huge blow.

If a Web3d game wants to compete with traditional gaming platforms, it has to provide the same responsiveness and
seamless experience gamers are accustomed to, anything less will simply not be enough. Moreover, it absolutely needs
to avoid high transaction fees which would make microtransaction unviable. This is particularly important for capturing
the mobile gaming market, which now represents 50% of the total gaming sector.

Sidechains, operating alongside the main blockchain, are another approach gaining momentum. They offer a parallel
processing avenue, leading to faster and more cost-effective transaction handling. Moreover, there's a growing trend in
developing new blockchain networks specifically engineered for gaming needs. These networks are designed from the
ground up to cater to the unique demands of the gaming industry.

At this juncture, while there are several promising strategies for tackling scalability and performance issues, the industry
is still in a phase of discovery and integration. Identifying the most effective solutions and seamlessly incorporating them
to deliver gaming experiences that rival traditional gaming, without the downsides of slow and expensive transactions,
remains a work in progress.

User Experience and Accessibility
When it comes to Web3 adoption, one of the most cited concerns is user experience and accessibility. This is no

surprise, as Web3 platforms are infamous for requiring a somewhat high level of knowledge to be used. For the average
gamer accustomed to the straightforward nature of traditional gaming platforms, the additional steps required in Web3

gaming — such as setting up a blockchain wallet or acquiring cryptocurrencies — can feel cumbersome and off-putting.

Simplifying these processes is crucial to make Web3 gaming more approachable and user-friendly.

Even though we are still awaiting a standout killer game or platform, the strides made in the past few years are
remarkable. The landscape has advanced significantly, reaching high levels of sophistication and maturity, thanks largely
to technological advancements and an enhanced understanding of how to integrate it with gaming, making user
experience better by the day.
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ANURORA GAME-FI AND SOCIAL-FI

Game-Fi

GamekFi, a fusion of "game" and "finance," represents a transformative paradigm in Web3 gaming. By integrating
blockchain tech, NFTs, and decentralization, GameFi creates a space where gaming becomes not just entertainment
but a viable economic pursuit.

The key characteristic of Game-Fi is the concept of rewarding players for their invested time and efforts and the
creation of incentives for tasks like content creation, resource mining, progression through stages, etc.. This model
enables players to collect and possess in-game assets that transcend individual gaming realms and platforms, offering
avenues for monetization through sales or trades. The synergy of decentralization and NFTs fundamentally redefines
digital ownership, endowing users with authentic control over their gaming assets.

Play-to-Earn (P2E) is one of the initial and widely embraced models to blend financial incentives with gaming. Yet, as
time has progressed, diverse iterations of P2ZE models have surfaced, blending different rewards structure and actions.

GAME-FI GAMING MODELS

L2E

Movement-driven Earnmga through
- ) 3 ¢
Objectlve Entertain, Collect, Own Earn Revenue Earnings & Learning i centives Specific Activities
NETs In-game competitions, Knowledge, In-game activities Accomplished activities
S = 4 A f N P 3
Puzzle-solving Technology-related (e.g., MoonRacers) (e.g., Relaxing, Writing)
g gy C

Characteristics: Enjoyable gameplay, Immersive gameplay, Gamified learning, Capitalization growth, Novel niche, Beyond
Quality titles, Community Continuous adaptation, Knowledge acquisition, Evolutionary dynamics, traditional gameplay,
involvement Multiple motivating Educational dimension Speculative future Diverse earning

factors opportunities

Table 1: Primary differences between Game-FI gaming models.

06



ANURORA GAME-FI AND SOCIAL-FI, THE METAVERSE EXPERIENCE

Social-Fi

Social Finance or Social-Fi, is an Social-Fi, an emerging concept that merges social media activities with financial
incentives through the help of blockchain technology, cryptocurrencies and NFTs. This convergence aims to monetize
social interactions and engagements, offering a new paradigm in which online social behaviors have direct financial
implications and benefits. Social-Fi is a field in itself, however, it is gaining popularity in the gaming sector for the ability
to drive community growth.

Traditionally, gaming has been a domain where social interactions occur naturally, with players engaging in collaborative
or competitive gameplay, forming communities, and sharing experiences. Social-Fi extends this interactive layer by
adding a financial dimension to these social activities. For instance, players in a Social-Fi integrated game might earn
cryptocurrency for participating in community-driven events, contributing to game-related content creation, or even for
their social interactions within the game's ecosystem. This incentivization not only enhances player engagement but
also fosters a more robust and financially motivated community.

2.2 The Metaverse Experience

When discussing the evolution of gaming experiences, the conversation inevitably leads to the metaverse. The
metaverse Is virtual space where digital avatars, objects, and environments coexist and interact in ways that either
mirror or expand upon our physical world. By leveraging advanced technologies like virtual reality (VR), augmented
reality (AR), blockchain, and artificial intelligence (Al), the metaverse aspires to offer an experience that is both
immersive and interactive and deeply interconnected, reshaping our perception of digital interaction.

In the context of gaming, the metaverse signifies a significant evolutionary step. Traditional video games have offered
Immersive experiences, but the metaverse expands on this by introducing a persistent, live environment that evolves
continuously, even when players are not actively engaged. This environment allows for a broader spectrum of activities,
transcending conventional gaming. Players can partake in a variety of experiences, ranging from competitive gaming to
socializing, creative endeavors, trading digital assets, and attending virtual events.

In the metaverse then, games become more than standalone experiences; they are integral parts of a larger,
interconnected digital ecosystem. For example, an avatar in a game could also be used for virtual social events or

professional meetings. Digital assets acquired or created within a game could hold value and utility beyond gaming,
contributing to a broader metaverse economy.
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ANURORA CHALLENGES, WHERE ARE WE AT?

Security Concerns

WebJd gaming, while harnessing blockchain's security strengths, confronts unique challenges specific to its interactive
and asset-heavy environment. Smart contract vulnerabilities are a significant concern, as these contracts govern in-
game transactions, asset ownership, and player interactions and even minor coding flaws can lead to exploitable
loopholes, risking assets and game integrity.

The decentralized nature of blockchain gaming also amplifies risks like hacking and scams. Players managing digital
assets and navigating in-game economies are potential targets for phishing and private key theft. As the sector
continues to grow in popularity the more attempts we will see at targeting gamers.

To mitigate these risks, there is the need to implement rigorous testing and auditing of smart contracts but also
incorporating gaming-specific safeguards. Measures like in-game fraud detection systems, secure asset storage, and
encrypted player communications are essential.

Interoperability Challenges

As we saw in section two, a fundamental appeal of Web3 gaming lies in its promise to enable seamless interaction
across various games and platforms, facilitating the exchange of items and assets in a fluid, interconnected gaming
ecosystem.

However, achieving true interoperability is complex, given the diversity of blockchain protocols and standards. Each
blockchain has its unique framework and operational rules, making it challenging to transfer assets or data across
different games, especially if they are built on different blockchains technologies. Moreover, there are technical
challenges in ensuring that assets retain their integrity and value when moving across different games and platforms.
This includes maintaining the security of the assets, ensuring they are not duplicated or lost in the process, and
preserving their gameplay attributes and value.

To address these challenges, initiatives such as cross-chain bridges and interoperability protocols are being developed
that aim to enable secure and efficient asset transfers between different blockchains, but they are still in the early
stages of development and implementation. In conclusion, the ideal of an interoperable Web3 gaming universe is still
far from reality.

3.5 Where are we at?

As we conclude this section, it's evident that the Web3d gaming landscape, while providing new exciting possibilities, is
still navigating its path toward maturity. The journey to match and surpass the established standards of traditional
gaming in gameplay, graphics, and narrative depth remains ongoing. While the integration of blockchain technology into
gaming, intended to enhance the player experience, still faces hurdles in achieving seamless incorporation without
hindering core gaming elements and gaming experience.

The challenges in scalability, performance, user experience, security, and interoperability within Web3 gaming are also
significant, but they're not insurmountable. The industry is evolving rapidly, gradually closing the gap between traditional
and blockchain gaming. While Web3 gaming hasn't yet fully unleashed its potential, particularly in the realm of AAA
game development, the progress is steady and promising. And key to this advancement is the infrastructure
development that will enable games and platforms to overcome current limitations.

There's a noticeable uptick in investment and interest from major gaming firms in the Web3 space, signaling a strong
belief in its future success. This investment and attention from industry leaders suggest that a major breakthrough could
be on the horizon.
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ANURORA NEW GAMING EXPERIENCES AND OPPORTUNITIES

2.0 New Gaming Experiences and Opportunities

The integration of blockchain technology in gaming has opened up a new horizon of possibilities, fundamentally altering
the gaming landscape. One of the most transformative aspects is the introduction of real economic value into the
gaming ecosystem. Blockchain enables players to accumulate and trade in-game assets with real-world value, fostering
a unigue economy within games. This shift not only enhances the gaming experience by adding an element of financial
reward but also creates a new market for digital assets. The economic empowerment of players paves the way for more
diverse participation in gaming, attracting not just traditional gamers but also those interested in the financial aspects of
digital assets.

Another significant opportunity presented by blockchain in gaming is the concept of true digital ownership and
decentralized governance. Unlike traditional gaming, where in-game purchases and achievements are confined within
the game, blockchain allows for the ownership of assets that can be verifiable, transferable, and used across different
gaming platforms. This level of autonomy over digital assets is unprecedented, offering players more control and
permanence in their gaming investments. Additionally, decentralized governance models like DAOs empower players to
have a say in the development and direction of the games they play, radically changing the way gaming content is
created.

Lastly, blockchain opens the doors to innovative development and funding models in the gaming industry. Independent
game developers can leverage blockchain to create and monetize games without relying on traditional publishing and
distribution channels. This democratization of game development paves the way for more creative and diverse gaming
experiences, as developers are no longer constrained by the financial and marketing considerations of large publishers.
Moreover, new funding models such as tokenization offer players a chance to be stakeholders in games, allowing them
to invest in and benefit from the success of games they believe in. This creates a more interconnected and invested
gaming ecosystem where developers and players are mutually incentivized towards the success and longevity of
games.

The emerging opportunities in the gaming sector are rapidly materializing into innovative models and strategies.
Concepts like Game-Fi, Social-Fi, and the Metaverse are at the forefront of this evolution, shaping the creation of novel
gaming experiences and solidifying new approaches. These trends are not just theoretical; they are actively being
developed, refined, and implemented in the gaming industry today. In the following section, we delve into these trends,
exploring some of the most popular and influential gaming models currently making waves in the market. This
exploration will provide a concrete understanding of how these new paradigms are reshaping the landscape of digital
gaming.

2.1 Game-Fi and Social-Fi

With the introduction of blockchain to the gaming sector, two innovative concepts have emerged: Game-Fi and Social-
Fi. Their emergence is the product of a growing demand for more interactive, financially rewarding, and community-
driven gaming experiences, now enabled by blockchain technology.

Though Game-Fi and Social-Fi share a common technological backbone, and sometimes their goals overlap, their
focus and impact diverges. While Game-Fi is centered around integrating finance into gaming, Social-Fi focuses on
enriching social interactions within games through financial elements.

Grasping the essence of Game-Fi and Social-Fi is crucial for comprehending the dynamic evolution of the gaming
industry, as finance, gaming, and social media continue to intertwine and give rise to new experiences.
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ANURORA WHERE ARE WE AT?, WEB3 GAMING AT AURORA

TOP FACTORS ADVANCING BLOCKCHAIN GAMING IN 2023

Game Improvements

Major traditional gaming studio adoption
Major gaming franchise adoption

Easy to use or improved UX

Play-to-earn

Player ownership of assets

Variety of game releases

Reduced NFT costs to start playing

Education for players

Improved onboarding and accessibility for scholars

Diagram 1: Top factors advancing blockchain gaming in 2023 (source: DappRadar)

4.0 Web3 Gaming At Aurora

In the evolving world of e-gaming, Aurora stands out with practical solutions and straightforward innovations designed
to address the unique challenges and opportunities of Web3 gaming.

Scalable Infrastructure for Growing Games: Aurora Cloud enhances game scalability by utilizing Aurora Chains,
which allow the deployment of one EVM per shard and running these in parallel across multiple NEAR Protocol shards.
This approach significantly increases transaction capacity and game performance, accommodating dozens of millions
of transactions daily, and ensuring seamless scalability for evolving gaming needs.

Gas Fee Management: A critical component of a user-friendly experience in Web3 gaming is minimizing the
complexity of blockchain concepts, such as gas fees. Aurora Cloud's gas fee management feature enables companies
to cover the transaction fees for their customers. This approach ensures that players enjoy a seamless and familiar
gaming experience, free from the intricacies of blockchain transactions.
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ANURORA WEB3 GAMING AT AURORA

Simplified Onboarding: \With Aurora Pass, our Web3 wallet, we reduce the complexity typically associated with
blockchain transactions, allowing players to easily manage their in-game assets and currencies. With its intuitive
interface and straightforward setup, Aurora Pass lowers the entry barrier for newcomers, making it easier for them to
dive into the gaming experience without being bogged down by the technicalities.

In summary, Aurora's approach to Web3d gaming focuses on making the technology accessible and scalable, ensuring

that both gamers and developers can enjoy the benefits of blockchain without getting bogged down by its complexities.

To learn more read our Pipe Flare case study and book a free consultation with our team.
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