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Devolver Digital
Turning creativity into quality growth

Devolver Digital has published c 150 games over its lifetime, generating a
revenue CAGR of c 15% per year through a period of both industry boom
and slump. As the industry emerges from the post-COVID hiatus, we revisit
the group’s recent FY25 results, highlighting how the main elements of our
investment case were key drivers of the performance. We also update our
forecasts and raise our fair value estimate to 43p/share from 36p previously.

Year end Revenue ($m) EBITDA ($m)  PBT ($m) EPS ($) PIE (x) EV/EBITDA (x)
12124 104.8 5.1 (2.2) 0.01 290 206
12125 107.9 7.4 2.0 (0.03) NIA 148
12/26e 1104 118 76 0.01 36.3 8.9
12127e 1165 146 9.6 0.01 322 72

Note: EBITDA, PBT and EPS are normalised, excluding amortisation of acquired intangibles, impairments, exceptional items and
share-based payments.

A winning formula

FY26 began with three top 10 bestsellers on the Steam platform. There are two
important lessons that investors should take from this and the group’s more than

20 awards and over 50 award nominations in FY25. The first is that Devolver
continues to demonstrate its ability to identify and back the very best independent
games, whether from third parties or in-house studios. The second is that Devolver
games attract increasing attention in what is only becoming a more competitive
marketplace. Awards mean greater volumes of traffic, which is generated by players
who are specifically interested in the game and therefore more likely to purchase.

The growth opportunity

The group expects five major first-party franchise releases across 2026 and 2027.
Further opportunities in areas such as mobile gaming and in the Asia-Pacific region
bode well for the longer term. In the shorter term, we expect increasingly strong
returns from the group’s continued development spend of ¢ $30-35m per year, as
the promising pipeline continues to underpin the group’s back catalogue.

The impact of operational leverage

The operational leverage that already exists in a business with a relatively fixed
cost base will be further enhanced by falling royalty payments as a percentage of
sales (thanks to more first-party intellectual property (IP)) and lower amortisation of
acquired third-party IP. An increase in our current year revenue estimate to $110.4m
from $108.3m contributes to a rise in our current year adjusted gross profit forecast
to $44.1m from $42.3m and in adjusted pre-tax profit to $7.6m from $4.6m.

Valuation: Fair value upgrade to 43p

We believe that investment opportunities exist in both the short and long term. In
the short term, assuming the same forward EV/EBITDA applies at end FY26, then
Devolver’s market capitalisation would be $170m compared to today’s value of
$139m — an increase of 21%. In the longer term, we continue to prefer a returns-
based valuation approach and update our near-term forecasts, raising our fair value
estimate to 43p/share from 36p previously.
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Forecast updates

The FY25 results were slightly ahead of our expectations. Helped by 15 new releases (FY24: 10), revenues rose 3% y-
o-y to $107.9m (Edison forecast $107.6m) with front catalogue sales of $37.9m (FY24: $11.9m), of which over 35% was
from in-house IP. Back catalogue revenues were $68.9m, down 24% y-o-y as the effect of previous blockbuster releases
continues to wash through.

Operating leverage led to a 39% y-o-y rise in adjusted EBITDA to $7.1m (FY24: $5.1m, Edison forecast: $4.9m), with
tight cost control and lower amortisation reducing operating expenses by 7.9%. The reported loss for the period of
$16.0m was significantly affected by non-cash items, as reflected in the FY25 positive operational cash inflow of $31.8m
(Edison forecast: $26.6m, FY24: $23.8m). Continued significant investment in the year saw closing net cash before
leases fall slightly to $36.6m (FY24: $41.9m), although H225 was free cash flow positive despite ¢ $21m of investment.

In the light of these results, our forecast adjustments are set out in Exhibit 1 below.

Exhibit 1: Summary of post-FY25 results forecast revisions

$000s Old estil Actual % change Old New % change Old New % change
FY25e FY25 FY26e FY26e FY27e FY27e
Revenues 107,610 107,896 0% 108,321 110,441 2% 115,132 116,488 1%
Gross profit 32,860 33,088 1% 40,769 42,617 5% 44,398 46,113 4%
EBITDA 1,942 2,533 30% 8,210 8,143 -1% 10,468 10,664 2%
PBT (6,112) (2,569) nm 1,001 3,854 nm 4,624 5616 21%
EPS (US$) (0.026) (0.034) 31% 0.002 0.006 nm 0.007 0.008 21%
Operating cash flow 26,452 31,802 20% 36,884 39,984 8% 38,421 40,200 5%
Net cash/(debt) 32,888 35,738 9% 34,276 41,580 21% 37,225 47,333 27%
Adjusted gross profit 34,860 37,393 7% 42,269 44,117 4% 45,398 47,113 4%
Adjusted EBITDA 4,907 7,082 44% 11,768 11,840 1% 14,298 14,622 2%
Adjusted PBT (3,148) 1,980 nm 4,559 7,551 66% 8,454 9,575 13%
Adjusted EPS (US$) (0.005) 0.003 nm 0.007 0.010 37% 0.013 0.011 -9%

Source: Devolver Digital accounts, Edison Investment Research

While the numbers themselves tell a compelling story, we also highlight three elements of the performance (and
subsequent publication of the FY25 Annual Report and Accounts) that re-emphasise the investment opportunity outlined
in our March 2026

These three elements are:

1. A winning formula.
2. The growth opportunity.
3. The impact of operational leverage.

A winning formula

In our , CEO Harry Miller described the Devolver business model as ‘working with new and
distinctive games and helping them find their audience’. Getting this model right requires two critical skills: identifying
the right games and optimising market engagement. In addition to backing winning third-party games, since 2010, the
group has developed 10 major in-house franchises that have together generated almost $500m in revenues. This ability
to continue finding, creating and promoting winning games was very much in evidence in the group’s performance
described in the recent results.

The FY25 results release confirmed to investors that FY26 had started strongly, with a record three Devolver games in
the Steam global top 10 bestseller list. CY25 saw Devolver-backed games win more than 20 awards and over 50 further
nominations. Positive reviews on the Steam platform reached 94% (FY24: 91%) as the group’s games continued to
engage players. There are two important lessons that investors should take from this success. The first is that Devolver
continues to demonstrate its ability to identify and back the very best independent games, whether from third parties or
from in-house studios. The second is that Devolver games attract attention in what is only becoming a more competitive
marketplace. Awards mean greater volumes of traffic, generated by players who are specifically interested in the game
and therefore are more likely to purchase.

Devolver Digital | 26 May 2026 2
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Exhibit 2: Awards impact on Neva Steam revenues Exhibit 3: Awards impact on Ball X Pit Steam
revenues
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Source: Devolver Digital Source: Devolver Digital

Attracting strong IP

Devolver’s continued ability to access high-potential third-party IP is due to a number of factors. Senior management
have long track records in the indie games market. The consequence of this is that the group sits within an ecosystem of
independent games developers that other non-indie publishers would find difficult to break into — a competitive moat that,
needless to say, does not appear on the balance sheet. As an example of this competitive advantage, the developers of
the games Look Outside and Ball Pit are now working with Devolver, having been initially recommended by colleagues
who worked with the group on the highly successful game Baby Steps. This example also serves to illustrate the critical
importance of the publisher-first philosophy on which Devolver was founded. We believe this philosophy of working in
the closest possible partnership with developers remains a critical element of Devolver’s success story. The group also
confirmed at its recent results that it has a pipeline of more than 30 titles to release over the next three to four years.

Exhibit 4: 2025 Devolver releases
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Source: Devolver Digital

Platform benefits in data and analytics

The FY25 results outlined the continued evolution of Devolver’s winning formula in terms of IP selection and (just as
importantly) engagement analytics. The challenge for studios is not just the collection of data but the incorporation of the
subsequent data analysis into the decision-making process. This is a perfect example of how Devolver can help indie
developers in ways that go beyond purely distribution, assisting with a range of publishing services that might otherwise
be outside their reach.

Devolver Digital | 26 May 2026 3
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The acquisition of System Era increased Devolver’s telemetry capabilities significantly. Measuring user interaction within
its games allows Devolver to more accurately identify the areas most likely to generate returns from further investment.
This is a key factor in determining how future monetisation might be achieved, particularly in hybrid models that might
include features such as add-ons, subscriptions or definitive editions. Telemetry is particularly powerful when developing
expandable game franchises where significant additional investment is deployed. By mixing free and paid downloadable
content in FY25, Devolver was able to boost revenues while not alienating players.

System Era also gave Devolver further capabilities in other backend services. This suite of functionality (player
authentication, multiplayer capabilities, cloud saves, leaderboards, progress tracking, monetisation) is the backbone of
many games. Suboptimal backend services can restrict a game’s scalability and inhibit the evolution of an all-important
community around a particular game, and as such backend services form an important element of Devolver’s formula.

The group explained in the FY25 results presentation how its expanded suite of backend services has been combined
with a wrapper for the Unity development engine, resulting in a suite of optimisation tools that can be used across the
group’s entire games portfolio.

In conclusion, we believe that the Devolver of today not only has an attractive portfolio of IP, but more importantly from
a valuation perspective, has significantly enhanced its ability to continue identifying and developing profitable franchises
well beyond most analysts’ forecast horizons. By overly focusing on the one- to two-year release pipeline, investors are
in danger of missing the fundamental transformation that the group has undertaken since its IPO.

Exhibit 5: FY25 content releases outside new titles
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The growth opportunity

In addition to having a strong position in its established markets, the FY25 results showed yet again that the group’s
growth prospects remain undiminished. We were struck by the following factors:

= The mobile gaming market represents around half of all spend globally and yet in FY25 mobile gaming represented
only ¢ 5% of Devolver’s revenues. This represents a significant long-term growth opportunity, particularly as
the group’s PC/console markets have only a finite capacity to absorb new releases in any one year (we expect
Devolver to release 11 or 12 new games in each of the next few years). Furthermore, in contrast to AAA/AA games,
the lower dependence of Devolver titles on the very highest possible quality graphics makes the mobile sector an
even more interesting opportunity in our opinion.

= The Asia-Pacific region continues to be a key growth area, currently accounting for ¢ 15% of group revenues. The
region has a significantly larger proportion of the global gaming market, giving Devolver ample opportunity to grow
in the longer term in this region. Furthermore, the barriers to entry are particularly low in what is already a truly
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global market.

While third-party games remain critical to Devolver, the group is also developing indie games in-house. This results
in enhanced profitability due to the absence of third-party royalty payouts, where game revenues are shared with
third-party developers once Devolver’s initial two- to three-year investment has been recouped. Royalty payments
represented 40% of revenues in FY25, down from 46% two years earlier.

Devolver set out a strategy at its IPO to grow its presence in expandable games. These games allow significant
development of a storyline, creating whole new expansions to a game and freeing up developers from pursuing

a more ‘linear’ evolution. Such freedom should result in games with considerably longer lifespans (and thus
revenue potential) compared to less expandable franchises. In late 2023, Devolver acquired System Era, the
developer of the successful Astroneer franchise, and a business with significant expertise in expandable game style
development. This development approach requires a detailed understanding of how players interact with a game in
order to ensure that additional investment is targeted at those elements of the game that players are engaging with.

The group spent $36m on development capital expenditure in FY25, and we expect the spending level to remain

in the $30-35m range for the next few years. This is a sizeable investment of highly targeted spending (due to the
analytics discussed above), which has the potential to generate significant future growth. The group’s balance sheet
currently has ¢ $50m of capitalised prior year development capex.

Cash generation is leading to renewed management interest in not just supporting but actually acquiring third-party
IP. This IP could take the form of new games titles as well as potentially new publishing names similar to Firefly.
This would help ensure that the group’s main Devolver platform is not subject to release saturation, which could
compromise player engagement.

Operational leverage

Given the relatively fixed (pre-royalties) cost base, the group should (and does) display significant operational leverage,
specifically at revenues over ¢ $100m. This operational leverage was notable at the recent FY25 results, as shown
below, when adjusted EBITDA grew significantly despite a relatively modest increase in revenues. It is also noteworthy
that in the FY25 results, operating expenses fell 7.9% due to lower amortisation of IP and tighter control of costs. This
was despite a 20% rise in non-capitalised employment costs to $23.3m due to greater investment.

As the mix of revenues between third-party and in-house IP continues to evolve, third-party royalty costs (which
represented 40% of revenues in FY25) will continue to fall, boosting gross margins. In addition, amortisation of acquired
third-party IP will also decline. Stock compensation charges are also set to fall in the short term.

The group’s operational leverage is illustrated in Exhibits 6 and 7 below. Over the past three years, revenues have
grown from $92m to $108m, a rise of ¢ 17%, while the cost base has remained broadly unchanged, with cost of sales
rising only ¢ 3% and SG&A rising only ¢ 5% over the same period. We see this operational leverage continuing courtesy
of the mix of fixed and variable costs. In FY27, for example, we expect 49% of the $70.4m COGS to be fixed in nature
(FY25: 43%) with the balance being royalty payments. In SG&A costs, we expect $28.4m of the $39.5m FY27 cost base
to be semi-fixed employee costs and amortisation of purchased IP.

We see this operational leverage continuing to build. Management expects revenue, adjusted EBITDA and year-end net
cash to all continue to grow in FY26, underpinned by three major first-party titles, STARSEEKER: Astroneer Expeditions,
Serious Sam: Shatterverse and Stronghold Unreal.

Devolver Digital | 26 May 2026 5
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Exhibit 6: Devolver annual revenues and adjusted Exhibit 7: Devolver operational leverage, 2023-27e
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Source: Devolver Digital, Edison Investment Research
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Source: Devolver Digital

Valuation

A short-term view

A simple way of illustrating the short-term investment opportunity for Devolver is to look at the expected progression in
adjusted EBITDA this year. By the end of FY26 we expect the group’s net cash to stand at $41.6m. Assuming that the
same forward EV/EBITDA applies then as now (ie 8.8x FY26 at the time of writing), then the implied end-FY26 market
capitalisation for Devolver would be $170m (8.8x the FY27 adjusted EBITDA of $14.6m, plus the expected year-end net
cash of $41.6m) compared to today’s value of $139m — an increase of 21%.

A long-term view

As mentioned in previous notes, our preferred valuation approach uses return on capital invested. There are several
reasons for this:

= Over the years Devolver has invested significant sums in IP and other intangible assets such as goodwill. Some of
these assets have been written down but remain within the ownership of the group. We believe that it is important to
capture the value of these assets — something that multiples analysis singularly fails to do.

= The investment opportunity that we see in Devolver is long term in nature, based as it is on our belief that the group
has never been better positioned to generate long-term shareholder value. We believe that multiples analysis fails
to capture this long-term picture.

= We have argued that Devolver represents a unique investment opportunity for investors, requiring a valuation
approach that has a sufficiently long-term horizon. Comparative multiples analysis is relatively short term in nature
and captures longer-term investment characteristics poorly.

We estimate that Devolver currently deploys ¢ $250m of economic assets (defined as all balance sheet assets stated at
gross carrying values, less cash and goodwill). While this figure is almost twice the group’s current market capitalisation,
it does imply that, based on the FY25 results, the group is not currently generating its costs of capital (which we estimate
to be 10.7%). Our valuation analysis assumes that cash returns will equal weighted average cost of capital (WACC) in
seven years as the operational leverage that accompanies our forecast growth profile raises returns significantly.

We have updated our expected long-term value creation profile from these economic assets to reflect the recent FY25
results, fx movements and our forecast changes. Accordingly, our fair value has risen from 36p to 43p per share.

Devolver Digital | 26 May 2026 6
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Exhibit 8: Forecast Devolver long-term returns profile Exhibit 9: Devolver valuation sensitivity (pence per
250.0 - 12.0% share)
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Exhibit 10: Financial summary
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General disclaimer and copyright

This report has been commissioned by Devolver Digital and prepared and issued by Edison, in consideration of a fee payable by Devolver Digital. Edison Investment Research standard fees are £60,000 pa for the
production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of
roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness
of this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking
information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright 2026 Edison Investment Research Limited (Edison).

Australia

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

New Zealand

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for
the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or
in the topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion
in relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

United Kingdom

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.
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This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

United States

Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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