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Contlict of Interests Statement

» LYX was employed by LiveMe, a subsidiary of Cheetah Mobile
(NYSE:CMCM) as an in-house counsel intern from July to August 2019 in
Beijing, People’s Republic of China. LYX was not involved with the
monetisation of video games by Cheetah Mobile or its subsidiaries. LYX
communicated with Playrix, the developer and publisher of sample games

48 (Gardenscapes) and 73 (Homescapes), in a legal capacity unrelated to
either game’s monetisation, including the absence of the implementation of

loot boxes in either game, during his internship at LiveMe, a subsidiary of
Cheetah Mobile (NYSE:CMCM).



What is a loot box?

» Virtual items in video games that
contain randomised rewards.

A Overwatch®: Loot Boxes

Overwatch®: In-Game Content

x Some loot boxes are purchased
with money: our research focuses
on paid loot boxes.

I 2 Loot Boxes - $1.99
| 5 Loot Boxes - $4.99
11 Loot Boxes - $9.99

24 L oot Boxes - $19.99
x Some loot box rewards can be

sold to other players for real

50 Loot Boxes - $39.99

world money and therefore have Buy Now

real world monetary value.



What can loot box rewards do!?

» Some rewards are only cosmetic,
e.g., they merely change the Colour i
of the player character’s sworcl = i

» Othertewet ety mfluence the ~
game more S|gmf|cantly, e :

» unlocking addltlonal game L
content not otherwise avallable

® granting competitive advantages.



Total Spending

x No conclusive data as the video game industry does not release data.

» oot box-related spending has been estimated to rise from under US$30
billion (=£23 billion)Yin 2018 to UIS$50 billion (=£38 billion) in 2022

(Juniper Research, 2018).



Extreme Individual Cases Reported

x» One UK player ‘spent nearly in ' (BBC, 2019)

» Another spent over | | in just ' (Eurogamer,
2018)

» Four children spent ‘nearly in * of their father’s money

without permission and still failed to obtain the rare item they were hoping
for (BBC, 2019).



Potential Harms of Loot Boxes

x Structural between loot boxes and gambling
» Empirical link between and loot box spending

» ‘The more severe that participants’ problem gambling was, the more
money they spent on loot boxes’ (Zendle & Cairns, 2018).



Prior Research on Prevalence

x oot boxes are in all genres of video games on all platforms (PC,
console and mobile):

" of video game players reported purchasing loot boxes (Macey &
Hamari, 2019).

» Vulnerable groups, such as , are also exposed to loot boxes.

x of 11-16-year-olds in the UK have used in-game items and
have paid money to open loot boxes (UK Gambling Commission, 2019).



Why this research?

x Loot box prevalence in non-"Western’ countries is not known.
x The effectiveness of loot box regulation is not known.

» The People’s Republic of China is the only country in the world to regulate
loot boxes using a consumer protection measure.

» China requires video game companies to disclose the probabilities of
obtaining randomised rewards.



§ S ..,. Y )
NN AR A AR
vy NN AR AN Y Y Y
HO0000DPPNN00D 90N

’

N Y Y fuf

SO0
Ny 'J.WJ\).»)

900

Y'Y

2449499000
) 200
forese

peRe et ey
Yy e A R IS A B A A d
VY'Y YYYYYYYS ”J.).}.JJ
1900989000900 00
900 /,J)wsJ,JI ; N “.00
8L0,0.0.0.0.0.0.0.6.6 00000 e et
DO 208009 00000 A
pele 00000000 D000
DO RPOOCOS ,J)Jvlﬂ.vl ﬁ.‘%‘.&‘” ﬁ“b‘%‘
VY Y Y Y Y'Y Y'Y VJ...JIWJ\.\IV-I “@” N é...’..
PAARRARXIXARAXIXAXLX) o
090900000000 00 4 ¢ AAAL
0000000 ,.,,.{.J.,.J.J)..ﬂdﬂdw/
DR R R R II RN LN IN
_‘J.JndqﬁuqJJouww
, YY)

e e

ettt

R O E OB EORO.

o
e

L
Y

>

DIRENENNIHINN
000000000

AR INNAINNN

.,,;douJ;.fowy
Y'Y YYYYYYY
2009090000000

\ YN NN Y Y Y
08000000000
R0 00004
0 00000000

\:.).LJP.)\.J..J ‘;. :
‘Vv Y Y YYYYYryYs
P Y Y YN S
\Hw 000000 00%
AV
YYYYYYYYYY
YY" Y YY) J 0.

0l8ea0isies col0 0. ase ﬁ%y‘w.! uu&.._ ORAENE
PRRIN. eeee 108 AP R ”mc“ A
S A J)).JJ X \VJ))) ﬁw ..\.‘ Y
EAX%

y B e D Y YYY Yy 10000
- T S : o S S 7.. v
99020220 s 009 )yvz

../.\J..) PN

ce 08
arummva

0

2990008000 : 00 : . 0090309004

ZINTEARTLE ..awmw, xwwac . 0,8,0.0.0.9.9.9.0.000 00 o oo 60 060008 eee e 8 o0 RS

e ot e 0 8 0 L0L0.8.000.0.5.9.05 XXX ” 225,
“... - 4 o - .

3
0%
R0RXN

WYY Y YN
. :.;.;)).J.J.!.)).J»KMJ J)‘hwhwua.
RN R BN TOREAREX
$0.000090000090900
L L T T ).xl.vfl.\/).\JstJ))
88 0.0, 0.9,0.0.8.9.9.9.0.0.0.9.0.2
P o o o o o B g s S o 9 . ~
00700 0'0.0.0.0.018°0°0.700006 0
10000 C 00 000DV VOO0 P0 O

¢ Y'Y YY)

o VYA
CPPO0000 60000
200000000000
-~ Py o di i i fay gy S

-
’
¥
y

=
% 909092000000
Nmmmmyxﬁuﬂﬁyf, 5

AN e XX
e 00 08 8 000 6 0000000000800 EOXXX axv o8 0068008
8000192000 0995000088 XRX SXRRRXN]
DX o%a R,

R AR XXX NN XXX

. folelele e ereta el S SO Y D SRS S
1992980000 o) A 00 00000000000000000088
CQLVHV0F 00D 9994 J.J..UU)JJJMV.MJ\ \N)ﬂ)w/J .HUJ) J)JJ‘ ﬂ.VN“wv)\wJu J..J\U..WJMJTH.J,,. \ y
. . I R S~ T ~ . N . » ~ > L T T s 0 T S T
R RN I AN N IOYA R AL RN XN .mmw;\xmwwummwwmmwmynyyxy)fyf»ﬁwffy

E R S BB AR LDDDDE D . X Jq .J).’.).).JJ)))}.I, 2 B B .\.. -
PO ORS00 PPPOORCRP VIV PIPOOOOOOLOPOPOOROOODOODOD 20

»

0000000

e WSy S ........_ - .).J.J.\/'.ln_,)..).!A..’,o)—nr.\l..'l.)) _J.J’.)J.JJ\J\J‘J‘J l.\).‘l‘)J..J.J.l..r...-v»-;,.n....,.._
\ #- ’ N N NN e N NN AN N N Y T NN Y AN R AR A NN )..J.J\J..J.J\l.)‘;.\)-)\.‘..J,‘J.J\;..).»;.Y... R )
N N7y N )...../.J\J .1». ,..I.,la...l.-rn.‘,J..J ...J\J\-».)\J.J\J-_.J.. s ) PO AR A OO D D f” -
Y FYIYVYY Y YvYYyYy ™M J.JJJJ:.‘JJJI.J(/(/J)J.)).).JI{J.{J ¥ Y'Y Y Y Y Y Yyt n
Sy iy oy oy o oy o o B b o i o o S i I o S B S T S B A PN .
Ty Sy S S P S A Sy S S Sy o o e o 5 . . - L
N Py S - P A R B 1 0 B B e e 0 e e
YA OO0 0SS
T T T T TR A A A D T T T A A T T T T A D e D T A A T T s s s



Why this research?

» Similar probability disclosure regulations are imposed in relation to
gambling in other countries, including the UK.

x» Companies in other industries have not disclosed information in effective
ways that improve and inform consumer choice.

» |nstead, companies in other industries have disclosed information in
ineffective ways that inhibit consumer choice.



Prevalence &
Accessibility to Children

x 91.0% of the 100 top-grossing iPhone games contained loot boxes.
» Significantly higher (P < .001) than 59% found in the UK.

» 57 of the 63 games (90.5%) deemed suitable for children aged 12+ contained loot boxes.
» Significantly higher (P < .001) than the 58.9% of 95 games found in the UK.

Apple App Store |Total number of Number of games that contain loot Percentage containing loot
Age Rating sames (cumulative) |boxes (cumulative) boxes

66.7%

Table 1: Apple App Store Age Rating of Games Containing Loot Boxes (Cumulative)



Did games disclose probabilities?
Where were they disclosed?

of the 100 top-grossing iPhone games did not disclose

probabilities.

x Chinese law allows a wide to companies and
recognises disclosure as compliant if made:

(@) in-game on the loot boxes’ purchasing screen;

(b) on the game’s official website;

(c) at both locations.

00t

of games containing loot boxes did not disclose at
n locations even though this would reasonably be the

DES

' method; therefore, game companies to maximise

consumer protection.

Location of disclosure Number of games

In-game only 21 (23.1%)

On the official website only |35 (38.5%)

Both locations |31 (34.1%)
No disclosure found 4 (4.4%)

Note: Total sample size = 91 games.

Table 2: Locations of Found Disclosures



Accessibility: In-Game

Number of games

29 (55.8%) Immediately after tapping a small generic symbol, e.g., a ¢ mark; a ! mark or an i mark
8 (15.4%) |After tapping a small generic symbol and following additional steps
6 (11.5%) |Immediate|y after tapping a small button explicitly referencing ‘probabilities’

5 (9.6%) Automatically displayed on the loot box purchase screen without requiring any
additional input from the player

3 (5.8%) |After tapping a graphic element which was not seemingly interactable

1 (1.9%) After interacting with the in-game customer support system and chatting with a bot

Note: Total sample size = 52 games.

Table 3: Sub-categories of found in-game disclosures



Automatically displayed (9.6%




Tapping a small generic symbol
referencing ‘probabilities’ (11.5%)



Tapping a small generic symbol
(55.8%)



Tapping a small generic symbol
(55.8%)
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Tapping a small generic symbol
and then following steps (15.4%
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Tapping

## Bhit oA

& REFHHNA:
1 R EF FERE, TIHI R, $A, BERE, RKESE
9. REIFBAL

& T EBENT:

1. ER REZH B, 60%

2. #E4Y sFilih £, 18%

3. ZM kA kEME. 12%, ZENUGRER. Hita. 2aF. RE
F.AAM., HAF, AFLE. 4. RINMEA, FE, #H. KE
M. T4, ZLTF

4. I LR EME. 6%, ZEARER: ERA. MER, iR,

BEARAL , BEFAh, BhAAl, BRIEAD, BRotfl, BRKAL, REH
5 HABBEAREME. 4% . FEAGES. S BB EIM

o
|
-’)




Chatting with a
customer support bot (1.9%

=) I R
tf - corner to contact Customer

Probability Announcement

Service directly.
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We found this for you

eI p Probability Announcement

Chief, sorry for that Agatha

> intelligent robot can not solve

your problem, you can click the
link below to ask manual service
far help.
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Accessibility: Official Website

Number of games  |Summary of disclosure type

52 (78.8%) Published under the ‘news’ or ‘notice’ tab and then chronologically listed
alongside other posts

6 (9.1%) ‘Linked directly from the homepage

5 (7.6%) ‘Inaccessible from the homepage

2 (3.0%) Published categorically under the ‘news’ or ‘notice’ tab and then pinned to the
top of all other posts

1 (1.5%) Published categorically under the ‘probabilities” tab, which was separated out
from other tabs.

Note: Total sample size = 66 games.

Table 4: Sub-categories of found official website disclosures



Linked directly
from the homepage (9.1%)



Published under a
probabilities tab (1.5%)



Pinned to the top
of other posts (3.0%)



Published under a tab and
chronologically listed (78.8%)



Inaccessible (7.6%)

» A URL link exists for the disclosure, but the player from the
homepage by navigating the website.

» The only two ways to access the disclosure were:
» through a search engine query; or

» if the player already knew the URL link.



How accessible
were the disclosures?

» Video game companies the visibility of these
disclosures:
x of in-game disclosures were shown automatically (the most

prominent in-game disclosure sub-category), and

x overall, of website disclosures can be deemed sufficiently
prominent as only these were accessible from the game’s homepage;
displayed under a unique category; or pinned to the top of a
chronological list of announcements.



Conclusion and Recommendation

x Loot boxes are very prevalent in China, more so than in Western countries.

x» Only a minority of games disclosed loot box probabilities reasonably
prominently.

» |egal regulation and/or industry self-regulation of loot boxes should require
uniform and prominent probability disclosures to ensure maximum

consumer protection.



Questions!

» Email: leon.xiao.y@gmail.com
® [witter: @L.eonXiaoY

x \WeChat: Leon Xiao Y

» LinkedIn: https://www.linkedin.com/in/leon-xiao/

x Website: https:/sites.google.com/view/leon-xiao/
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Copyright Notice

» The Authors acknowledge that the copyright of all screenshots used in this
presentation are retained by their respective copyright holders. The Authors
use these copyrighted materials either under license or for the purpose of
research and private study under the fair dealing provisions of copyright law

in accordance with the Section 29(1) of the UK Copyright, Designs and
Patents Act 1988.



