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February 6, 2023 

ESE Entertainment Inc. 
(TSXV: ESE) 
 

Promoting Games Developed by Electronic Arts & Tencent 
- Initiating Coverage 

BUY 
Current Price: C$0.39 
Fair Value: C$0.95 
Risk*: 4 

 
Sector: Technology/Gaming                                                       Click here for more research on the company and to share your views 

 
 
 
 
 

  
 
 

 
 YTD 12M 

    ESE 11% -70% 

TSXV 9% -26% 

 
 
 

52-Week Range $0.30-$1.32 

Shares O/S 78M 

Market Cap. $30M 

Current Yield N/A 

P/E (forward) N/A 

P/B 1.6x 

 
 
 
 

 
Key Financial Data ($)    
YE October 31 2021 2022E 2023E 
Cash  $4,825,072 $2,553,193 $4,186,978 
Working Capital $5,217,636 -$3,553,781 -$1,384,870 
Total Assets $15,944,361 $29,566,401 $32,107,196 
Total Debt $0 $3,601,804 $5,001,804 
Revenue $11,384,731 $54,988,435 $57,014,521 
Net Income/(Loss) -$17,329,346 -$12,976,752 -$1,981,785 
EPS (basic) -$0.38 -$0.17 -$0.03 

 *See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified. 

Highlights 

• ESE Entertainment is a technology/marketing company focused on attracting gamers/users for its 
clients. Its clientele includes video game developers, publishers, and brands, including well-known 
names such as Electronic Arts (NASDAQ: EA), Riot Games, Ubisoft (ENXTPA: UBI), Opera 
(NASDAQ: OPRA), CD Projekt (WSE: CDR), and Epic Games (owned by Tencent Holdings; SEHK: 
0700). 

• It is estimated that the global gaming market will grow from US$232B in 2022, to US$504B by 2030, 
reflecting a CAGR of 10% (Source: Grand View Research). 

• ESE attracts gamers by running ad campaigns through its 350+ partners (composed of gaming 
websites, reviewers, social media influencers, and platforms with exposure to gamers), reaching 30M 
users every month. ESE also organizes and broadcasts gaming and esports events/tournaments (to 
build brand awareness for its clients), and provides call center/support services to gamers of its clients.  

• Currently, ESE’s campaigns generate 0.5M users per month for its 20+ clients, with seven-day 
retention rates (defined as the percentage of new users active after seven days) ranging between 12% 
and 22%. We believe these retention rates are in line with industry standards. 

• We note that competition is very high in the video game ad space, with a wide range of privately held 
small and large companies. We note that ESE’s Customer Acquisition Cost/CAC of US$3 is on the 
lower end of industry standards (US$1.20-$7.60). Management believes their proprietary technology 
and data-driven approach, integrating big data, artificial intelligence, and machine learning allow them 
to achieve superior results. 

• In Q3-2022 (quarter ended July), ESE generated $8.9M in revenue from its core services, implying an 
annual run rate of $35.5M, or an EV/R of 0.84x vs the Entertainment Services sector average of 
2.60x (Source: S&P Capital IQ).  

• Management is planning several growth initiatives, including entering into sports-betting, and 
metaverse gaming. 

• We are expecting record Q4 revenue as the company announced several new deals/contracts in H2-
FY2022. 

 

Risks  
• Limited operating history  

• Yet to achieve profitability 

• Might have to raise capital for working capital, implying potential for share dilution 

• Operates in a highly competitive sector  

Share Price (One-Year) 

Company Data  

Sid Rajeev, B.Tech, CFA, MBA 
Head of Research  
 
Alexis Cabel, B.A.Econ 
Equity Analyst 
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Formed in 2019 by 

CEO Konrad 
Wasiela, a former 

professional football 
player for the B.C. 

Lions, 
Saskatchewan 

Roughriders, and 
Montreal Alouettes 

 
Went public through 

a reverse takeover 
in 2020 

 
Completed an array 

of acquisitions in 
2021/2022 to 

assemble its existing 
business lines 

 
70+ employees and 

50+ contractors 
 

Headquartered in 
Vancouver, with 

offices in Montreal, 
Warsaw, Dublin, and 

Bucharest 
 
 
 
 
 

 
 

It is estimated that 
the global gaming 

market will grow 
from US$232B in 

2022, to US$504B in 
2030, reflecting a 
compound annual 

growth rate (CAGR) 
of 10% 

 
Asia accounts for 
50% of the global 

market 
 
 
 
 
 
 

ESE has four key business segments: 
 
• GameAddik (digital advertising/marketing) and Frenzy (organizes and 

broadcasts events) – both of these divisions are focused on attracting gamers 
and improving brand awareness of its clients 

• Contact/call center – offers 24/7 customer support to gamers of its clients 
• Digital Motorsports (DMS) – a manufacturer and online seller of racing 

simulation equipment 
• Telecom legacy business – offers Voice Over Internet Protocol (VOIP) 

services  
 

 
Source: Company/FRC 

 
We expect GameAddik and Frenzy to be the company’s primary revenue 
growth drivers going forward.  

 

 
Source: Grand View Research  
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It is estimated that 
the global esports 

market will grow 
from US$2.6B in 

2022, to US$12.5B 
by 2030, reflecting a  

CAGR of 22% 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Has exclusive and 
non-exclusive 

contracts with major 
video game 

developers, such as 
EA, Opera, and 

others  
 
 

Most game 
developers typically 

use both internal 
and third-party 

marketing 
campaigns to 

promote their games 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
Source: Grand View Research  

 
The following sections summarize the key divisions. 
 

(Acquired on January 31, 2022) 
Formed in August 2015, GameAddik specializes in video game ads to attract users 
for game developers.  
 

GameAddik’s Strategy to Attract Users 

➢ Runs online and social media ad campaigns to reach a wide range of 
gamers globally 
 

➢ Utilizes search engine optimization for strategic ad placement 
 
➢ Targeted marketing using proprietary technology and data-driven 

approach, integrating AI, big data, and machine learning  
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Currently acquires 
500k+ players per 

month for its clients 
 

ESE reaches 30M+ 
gamers a month, 

implying a 
conversion rate of 

1.7%, which we 
believe is in line with 

industry standards 
(typically 1-3%) 

 
 
 
 
 
 
 
 
 
 
 

 
 

 
ESE’s campaigns 
generated 6.6M+ 

users for three 
clients since 

initiating their 
campaigns in 

FY2019/FY2020 
 

We note that ESE’s 
seven-day retention 
rates are in line with 

industry standards 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ESE’s Reach 

 
Source: Company 

 
The following are examples of three successful campaigns for clients.  
 
• Roblox - a popular online gaming platform, with 40M+ games and 12M+ users.  
• Raid: Shadow of Legends - a game developed by Plarium Games, an 

established video game developer (62M installs/4M users).  
• Game of Thrones: Winter is Coming - a multi-player real-time strategy game  

 
ESE’s Operating Metrics  

 

 

 

 

 

 

 

 

 
*Conversion rates in this table imply seven-day retention rates 

Source: Company 
 

ESE attracts gamers by running ad campaigns through its 350+ partners 
(composed of gaming websites, reviewers, social media influencers, and platforms 
with exposure to gamers), reaching 30M users every month. 
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ESE typically 
receives an 

acquisition fee of 
US$3 per user from 

its clients; after 
paying partners and 

incurring direct 
costs, ESE 

generates 30%, or 
US$0.90 in gross 

profit 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
 

Relatively low CAC 
 
 
 
 
 
 
 

 
 
 
 
 

In FY2022 (9M), this 
division generated 

$2.4M in revenue, or 
6% of total revenue 

 
Gross margins 

average 25% 
 
 
 
 

Like most ad companies, ESE is paid a fee for each user it attracts.  
 

 
 

 
Source: Company 

 
We believe ESE’s CAC of US$3 is on the lower end of industry standards 
(US$1.20-$7.60). GameAddik is considered one of the top Cost Per Acquisition 
(CPA) gaming networks in the world for gaming, according to adtech firm 
GameSight. We consider this a key competitive advantage, and a strong 
testimonial for ESE’s capabilities.  
 
We note that there is stiff competition in the video game ad space, with a wide 
range of large and small players. We believe ESE’s primary competitive 
advantages are its extensive partnership network, and relatively low CAC. 
 

Frenzy 

  (Acquired in November 2021)  
To further promote their clients’ games, ESE’s subsidiary Frenzy organizes events 
and tournaments, broadcasted on third party media outlets, including Twitch and 
YouTube (NASDAQ: GOOGL), and a Polish television network operated and 
owned by Polsat Group, one of the largest television and media companies in 
Europe. Through such events, Frenzy realizes sponsorship revenue, plus a 
fee for every new user it attracts for its clients.  

https://www.researchfrc.com/website/
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Has a 900 sq. ft 
studio in Warsaw, to 
host and broadcast 

events  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

In FY2022 (9M), this 
division generated 

$4.4M in revenue, or 
11% of total 

revenue, at gross 
margins of 19% vs 

the Technology 
Hardware sector 
average of 36%; 

Source: S&P Capital 
IQ 

 
 
 
 
 
 
 
 

 
 
 

Frenzy’s most well-known event is the Ultraliga (launched in 2018), an annual 
tournament for the League of Legends video game. This game, which has 180M 
monthly users, was developed by Riot Games - one of ESE’s key clients. 
Ultraliga attracted over 10M views and 3.5M hours of watch time over the last five 
tournaments.  
 

Frenzy’s Events 

 

   
Source: Company, YouTube, egamersworld.com 

 
 

 (Acquired in September 2021)  
 
Formed in 2018, this division manufactures a wide range of products for 
driving/racing simulation and gaming.  
 

https://www.researchfrc.com/website/
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Subsequent to Q3-
FY2022, this division 

achieved record 
sales of $1.04M in 
November 2022 vs 

the monthly average 
of $0.49M in 

FY2022 (9M)  
 

Sales are mainly 
from European 

consumers 
 

As ESE is primarily 
focused on 

GameAddik and 
Frenzy, we do not 

believe the company 
will allocate material 

resources to grow 
this division 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

In FY2022 (9M), call 
center, and legacy 
telecom services, 

generated $0.92M, 
and $17.43M in 

revenue, 
respectively 

 
ESE’s call center is 
based in Romania 

 
 
 

Source: Digital Motorsports  
 
Production is outsourced to manufacturers in Europe and China; products 
are sold online, through DMS’s own website. We note that products prices 
(US$70-US$4,500) are generally lower than that of comparable products.  
 
We note that the driving simulator market is highly competitive, dominated by five 
large players. DMS and several other small players, account for a small share of 
the global market. 
 

Call Center and Legacy Telecom 

(Acquired in April 2021) 
 
WPG provides call center and fan engagement services for clients. In FY2022 (9M), 
WPG generated approximately $100k/month in revenue from its clients for this 
business. At these call centers, WPG offers multilingual support, telemarketing, 
tele-sales, and lead generation services.  
 
This division also has a 51% interest in a VOIP (Voice Over Internet Protocol) 
business, which provides wholesale long distance (minutes) products and 
services to telecommunication companies. This business, which operates on very 

https://www.researchfrc.com/website/
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ESE is working on 
multiple initiatives 

simultaneously  
 

We believe these 
initiatives are in 

early stages, and 
are unlikely to 

contribute to near-
term revenue 

 
 

 
 
 

Management and 
the board own 27% 

of outstanding 
shares  

 
 

Three out of five 
directors are 
independent 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

low margins, generated $17M in revenue, but incurred $233k in losses in 
FY2022(9M). As ESE is focused on GameAddik and Frenzy, we do not believe 
management will allocate any resources to grow this legacy telecom business.  
 

Future Plans and Services  
 

• Completed phase one of an AI platform to collect and process a large 
amount of data for real-time analytics, to further lower customer acquisition 
costs, and enhance conversion/retention rates.  

• Launch an online esports betting platform 

• Enter the metaverse gaming space 
 
 
 
 

Management and Board 
 

 
Source: Company Filing, SEDI, FRC 

 
Brief biographies of the senior management and board members, as provided by 
the company, follow:  
 
Konrad Wasiela –CEO and Director 
Mr. Wasiela is a director and the founder of Wasiela Holdings Ltd., a global private 
equity and real estate holdings company based in Vancouver, BC, Canada and 
Wasiela Services Ltd. since January 2014. He was also an Investor, Advisor, and 
Director of Business Development at APlus Translations Inc. from 2011 to 2019, a 
global localization, transcription and language translation provider for EA Sports, 
Take Two Interactive Software, Inc, Full Tilt Poker, The Remote Gaming 
Association and Betfair. 
 
Andrea Lieuwen – CFO  
Ms. Lieuwen is an MBA, CPA, CGA with over 25 years of public company 
accounting and finance experience, having spent her career in various senior roles 
at Great Canadian Gaming Corporation (GCGC), a leading Canadian gaming and 
entertainment company. Most recently, Ms. Lieuwen was responsible for the 

https://www.researchfrc.com/website/
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leadership and operations of GCGC's gaming properties across the Province of 
British Columbia, with almost 3,000 employees.  
 
Eric Jodoin – Chief Operating Officer 
Mr. Jodoin has been a business owner and operator in the information technology 
industry for the last 20 years. He holds a degree in computer programming 
(graduating with honours) and has been involved in businesses that have 
generated approximately $250M in revenues in aggregate. He is also a graduate 
of the MIT Entrepreneurship Master program (EMP), which he completed in 2016.  
 
Rob Kang – Corporate Secretary and Director 
Mr. Kang was previously with the TMX Group and served most recently as the 
Director of Listings for the TSX Venture Exchange. Mr. Kang was responsible for 
overseeing all listings functions for issuers on the exchange, as well as developing 
and implementing policies that were relevant to the financial climate in which 
issuers participated in the Canadian capital markets. Mr. Kang has also served on 
the executive board of over 15 publicly traded companies and as a lecturer at 
Simon Fraser University in Canada.  
 
Rajeev Dewan – Independent Director 
Mr. Dewan is a partner in the Capital Markets and M&A group with business law 
firm McMillan LLP with offices in Canada and Hong Kong. Mr. Dewan is specialized 
in advising public and private companies in high-growth sectors, investment banks, 
venture capital funds and family offices. He has significant experience advising on 
cross-border transactions, specifically in relation to implementing financings, 
investments and international joint ventures between Canadian companies and 
corporate groups and family offices in Asia. 
 
Ron Segev – Independent Director 
Ron Segev is a founding partner of Segev LLP. Ron is a specialized igaming lawyer 
and assists online gaming, social gaming, skill games, sports books, daily fantasy 
sports, esports, v-sports, live-dealer, and other gaming and betting clients 
worldwide with their commercial, IP, transactional, licensing, regulatory and 
compliance needs. Ron has worked with all industry participants including 
developers, studios, publishers, and others. Ron is also a General Member of the 
International Masters of Gaming Law. 
 
Rick Brace – Independent Director 
Rick is an accomplished business leader and innovative pioneer with more than 40 
years of experience in the media industry. Rick was with Bell Media/CTV Globe 
Media for 13 years in senior leadership roles including President of TSN, President 
of CTV and President of Specialty TV. As President of Rogers Media, he was 
responsible for driving strategy and overseeing operations for the company’s 
portfolio of media assets. 
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2022 (9M) revenue 
was up 657% due to 

acquisitions 
 

EBITDA and EPS 
yet to be positive  

 
 
 

Although CFO 
improved in FY2022 

(9M), 
FCF declined due to 

acquisitions 
 
 

Working capital 
deficit of $1.42M at 

the end of Q3-2022; 
subsequently raised 

$3.25M through  
private placements  

 
 
 

 
 
 
 
 
 
 
 

We are expecting 
GameAddik and 

Frenzy to be the key 
revenue drivers 

 
Assuming revenue 

to grow 11% p.a. 
from 2022-2030 vs 

the projected growth 
rates of 10% p.a. for 

the global gaming 
market, and 22% for 

the global esports 
market 

 
 

Financials 

 
Source: Company Filings, FRC 

 

 
 

 
Source: Company Filings, FRC 

 

Stock Options and Warrants 

 
Source: Company Filings, FRC 

 

FRC Projections and Valuation  

 
Source: FRC 
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We are expecting 
EPS to turn positive 

in FY2024 
 

 
Based on the above 
projections, our DCF 
returned a fair value 

estimate of $0.87 
per share 

 
 
 
 
 
 

 
 

ESE is trading at a 
60% discount 

relative to larger 
players in the 

gaming/technology 
sector 

 
Applying the sector 

average EV/R of 
1.5x to our FY2023 

revenue forecast for 
ESE, we arrived at a 

comparables 
valuation of $1.04 

per share 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: FRC 

 

 
Source: S&P Capital IQ / FRC 

 

 
Source: FRC 

 
We are initiating coverage with a BUY rating, and a fair value estimate of $0.95 
per share (the average of our DCF and comparables valuations). We believe 
the company’s extensive partnership network and relatively low CAC should allow 
it to ramp up its client-base quickly. We are expecting record Q4 revenue.  
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We are assigning a 
risk rating of 4 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Risks 
We believe the company is exposed to the following key risks (not exhaustive): 
 
• Limited operating history  
• Yet to achieve profitability 
• Technological innovations are key for long-term sustainability 
• Might have to raise capital for working capital, implying potential for share 

dilution 
• Operates in a highly competitive sector  
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  The 
future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is conservative with 
little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive to 
systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash flows (though 
current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive to 
economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and coverage ratios 
are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a turnaround 
situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  Products may 
be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely on external funding.  These stocks are 
considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and opinions 
based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   There is no 
guarantee that our forecasts will materialize.   Actual results will likely vary. The analyst and Fundamental Research Corp.  “FRC” does not own any shares of the subject 
company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject company.    Fees were 
paid by ESE to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence including setting fees in 
advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts may not trade in any security 
under coverage.  Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are protected contractually.  To further ensure 
independence, ESE has agreed to a minimum coverage term including an initial report and three updates.   Coverage cannot be unilaterally terminated.   Distribution procedure:  
our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access users through various other channels for a 
limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (65%), HOLD (3%), SELL / SUSPEND (32%). 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and uncertainties 
that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are not limited to, continued 
acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; competitive factors; new 
product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in the Company's periodic report 
filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making these forward-looking statements, 
Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this report.   A 
report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely 
to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS INFORMATION 
AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT ASSUMES FULL RESPONSIBILITY 
FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU 
INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER 
ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT 
OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell 
any security.  It is not intended as being a complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this 
report were independently prepared unless otherwise stated and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional 
information is available upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper 
credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity in any 
jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 

https://www.researchfrc.com/website/
https://www.researchfrc.com/website/subscribe/

