illennium

Biuro maklerskie

11 bit studios - commentary on the results for Q3 2025
2025-11-21

11 bit studios' results for Q3 2025 exceeded both our forecasts and market expectations, particularly at the net profit
level. Revenue reached PLN 44.1 million (-41.9% yly; above our projections of PLN 41.6 million), mainly thanks to Game Pass
payments for two key productions: "Frostpunk 2" (PLN 18.9 million; +PLN 10.6 million g/q) and "The Alters" (PLN 16.6 million).
EBIT reached PLN 12.5 million (vs. PLN 11.0 million in our forecast), and EBITDA reached PLN 25.7 million (vs. PLN 25.2
million). However, the biggest positive surprise came in the form of net profit, which reached PLN 13.5 million, compared to our
expectations of PLN 9.3 million. The better result was a consequence of a clearly better financial balance than we expected
(PLN +1.1 million), including positive exchange rate differences (PLN +0.5 million) and a higher than our forecast share in the
profit of the associate (PLN +1.2 million). It's worth emphasizing, however, that despite exceeding consensus estimates
in Q3 2025, the current year should be viewed as disappointing. Both the releases of "Frostpunk 2" and "The Alters"
provided solid grounds for expecting a much stronger revenue boost, yet sales growth for both titles remains significantly lower
than initially projected.

The proprietary games segment generated PLN 39.6 million in revenue in Q3 2025, accounting for 90% of the company's
sales (+10.9% q/q; -41.9% yly). The increase compared to the previous quarter was almost entirely due to revenue from
two titles: "Frostpunk 2" and "The Alters" (mainly thanks to the agreement with Microsoft) — PLN 18.9 million (vs. PLN
4.8 million and 8.3 million in Q1 and Q2 2025) and PLN 16.6 million (vs. PLN 20.4 million the previous quarter), respectively.
The back catalogue ("Frostpunk 1" and "This War of Mine") contributed PLN 4.0 million, the weakest result this year (Q1: PLN
6.8 million, Q2: PLN 5.6 million).

The development teams at 11 bit studios are currently working on three projects in the first-party games segment.
"Frostpunk 2" was expanded in Q3 2025 to include a console release (September 18, 2025), and the first major paid
expansion, "Frostpunk 2: Fractured Utopias," is scheduled for December 8th of this year. "The Alters" exceeded 405,000
copies sold as of November 14th (vs. 280,000 reported on July 8th), which, according to our calculations, means that the game
sold only around 90,000-95,000 units in Q3. Work is underway on the first paid DLC, scheduled for release in H1 2026 (around
the anniversary of the game's debut), and the title will receive its first major free content update in Q4 2025. As for the latest
project, "Frostpunk 1886”, the production team has been expanded to approximately 20 people and is approaching the target
of 30. The company confirmed during the conference that the game will be developed based on paid expansions (DLC).

The publishing segment had a marginal impact on Q3 2025 results, generating only PLN 4.5 million in revenue (vs. PLN
11.6 million in Q3 2024, when "Creatures of Ava" was recognized). We expect this part of the business to improve in Q4 2025,
primarily thanks to two releases. On Wednesday, "Moonlighter 2" launched on Steam Early Access (November 19th),
reaching a peak of 2,467 players and a 73% positive review rate. The sequel's launch is therefore noticeably weaker
compared to the first installment, which enjoyed a significantly better reception (82% positive ratings, peak 6,229
players). The title was simultaneously made available in the PC Game Pass catalog, while the console versions will go on sale
alongside the full release. The Early Access exit schedule remains dependent on community feedback. The second title
debuting in Q4 2025 will be "Death Howl", whose release date was announced yesterday. The game will be released on PC
on December 9th. Versions for PlayStation 5, Xbox Series X/S, and Nintendo Switch will be available to players in the first
quarter of 2026.

Operating expenses increased significantly in Q3 2025, by 80.7% year-on-year and 63.5% quarter-on-quarter. The
largest impact was a dynamic increase in depreciation and amortization, which reached PLN 13.1 million in the quarter,
compared to PLN 2.0 million a year earlier and PLN 6.4 million in Q2 2025. The more than five-fold increase year-on-year
and doubling q/q resulted from the commencement of full depreciation of "The Alters"” and the extension of
depreciation and amortization for "Frostpunk 2" to include the console versions. As a reminder, since Q4 2024, the
company has been using the declining balance method instead of the straight-line method, and the amortization period for both
titltes has been set at seven years, accelerating the recognition of costs in the first years of the game's lifecycle. The scale of
the increase in depreciation and amortization is consistent with our previous assumptions. The second category
strongly contributing to the cost increase was external services, which amounted to PLN 10.8 million compared to PLN
8.3 million in Q2 2025, but at the same time was 4.1% lower year-on-year (vs. PLN 11.3 million in Q3 2024). The g/q increase
was primarily related to increased marketing activity accompanying launches and the handling of in-house projects. An
increase was also recorded in salaries, which amounted to PLN 4.3 million (+99.2% yl/y; +38.7% q/q).

During the results conference, the company declined to comment on a report published on gram.pl regarding the
canceled "Project 8". The article indicates that the project, estimated to cost approximately PLN 50 million, was plagued by
significant production instability: multiple changes in creative direction, communication problems, and team expansion amid
limited progress. The circumstances described in the report suggest that the project was terminated late in development,
primarily due to the lack of prospects for a satisfactory return on investment.
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11 blt studlos - quarterly results (PLN milillon)

3Q22 4Q22 1Q'23 2Q23 3Q23 4Q23 1Q'24 2Q'24 3Q24 4Q'24 1Q'25 2Q'25 3Q25 yly
Sales revenue 13,8 14,6 14,8 10,0 9,5 18,0 153 15,4 759 339 17,5 39,7 441 -41,9%
Other operating income 0,0 0,0 0,1 0,0 0,0 0,0 0,0 0,0 0,0 0,0 1,2 8,2 0,0
Total operating income 13,8 14,6 14,8 10,0 9,5 18,0 15,3 15,4 75,9 33,9 18,7 39,7 44,1 -41,9%
Depreciation and amortization 1,5 13 1.1 12 1,0 08 09 2,0 2,0 14,9 46 6.4 13,1 544,4%
Consumption of raw materials and consumables 02 0.2 0,2 02 02 0.2 02 03 0,2 0,2 0,2 0,1 0.2 -27,9%
External services 57 4.8 7.7 59 6.4 71 84 89 1.3 10,4 10,3 83 10,8 -41%
Salaries and employee benefits 32 32 33 3.2 3,1 -05 6,0 73 21 -46 46 31 43 99,2%
Taxes and fees 0,1 04 0,2 0,0 0,2 0,7 0,1 04 05 18 09 0,0 1.8 262,5%
Other operating expenses 0,5 0,7 04 09 0,9 04 0,7 0,9 09 08 04 1,2 1,3 46,3%
Project 8 closure costs 48,4 -
Impairment of intangible assets 18,3 0,2 -
Total il 11,3 10,6 12,9 1,2 11,8 8,8 16,4 19,8 17,5 89,8 21,0 19,3 31,6 80,7%
EBIT 26 4,0 19 13 2,3 93 -1,0 43 58,4 -55,9 24 204 12,5 -78,6%
EBIT margin 18,7% 27,.3% 6 51,5% - - 77,0% - - 51,4% 28,4% -
EBITDA 41 53 3,0 -0,1 -1,3 10,1 -0,1 -2,3 60,5 -41,1 22 26,8 257 -57,6%
EBITDA margin 29,5% 36,3% 20,4% - - 562% - - 79,7% - 12,6% 67,4% 58,2% -
Finance income/expenses 3,0 0,0 09 32 07 111 03 05 -2,8 4,9 -39 -35 03 -
Net profit 49 29 25 15 2,7 -0,8 -1,6 11 48,0 -40,7 6,4 14,9 13,5 -71,9%
Net profit margin 353% 20,0% 15,5% - - - 7,3% 63,3% - - 37,4% 30,6% -
Cash flow from operating activities 12,7 -39 2,0 0,9 21,0 -2,0 54 14,3 76 49,6 53 -53 274 259,1%
Cash flow from investing activities -28,1 121 -52 79 -16,5 23 -11 -10,9 -14,9 -18.4 -35 -1 6,3 -
Cash flow from financing activities -0,5 -03 -0,6 34 -03 -0,1 -04 -05 -05 -0.4 -04 -04 -04 -
FCF (Free Cash Flow) 07 -154 -10,6 -133 5,0 -18,1 -8,6 -09 -79 36,2 -35 -16,2 208 -
Net cash position 95,2 79,7 70,0 61,0 66,5 48,0 38,7 37,2 30,6 65,6 64,9 47,6 67,2 119,6%

Source: 11 bit studios, BM Bank Millennium

Important Information

All information contained in this report is for informational purposes only and does not constitute a recommendation within the meaning of Commission Delegated
Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical
standards for the technical arrangements for the objective presentation of investment recommendations or other information recommending or suggesting an investment
strategy and for disclosure of particular interests or indications of conflicts of interest, nor does it constitute investment advice, an offer, or an invitation addressed to
anyone (or any group of persons) to enter into a transaction in a financial instrument or instruments.

This report has been prepared with due care and diligence, based on facts considered reliable; however, Brokerage House of Bank Millennium S.A. does not guarantee
that they are fully accurate and complete. The report was prepared based on all publicly available information about the companies known to the author as of the date of
preparation. The forecasts presented are based solely on analysis conducted by Brokerage House of Bank Millennium S.A., without consultation with the companies
covered by the report or other entities, and rely on a number of assumptions that may prove inaccurate in the future. Brokerage House of Bank Millennium S.A. makes no
assurance that the forecasts will materialize. Investing in shares of the companies mentioned in this analysis involves a number of risks, including those related to
macroeconomic conditions, changes in legal regulations, changes in commodity markets, interest rate risk, which are practically impossible to eliminate. According to
information available on the date of preparation, persons involved in preparing this material did not hold shares of the companies mentioned in the report or any financial
instruments whose value is significantly linked to the value of shares issued by these companies (e.g., equity derivatives).

The content of the report was not made available to the companies covered by the report prior to its publication. Brokerage House of Bank Millennium S.A. shall not be
liable for any losses incurred as a result of decisions made based on the information contained in this analytical report.

The person or persons indicated on the first page of this report prepared the analysis. The remuneration received by the persons preparing the report is not directly
dependent on the financial results achieved by Brokerage House of Bank Millennium S.A. in connection with transactions or investment banking services related to
financial instruments of issuers covered by this report.

This report constitutes investment research within the meaning of Commission Delegated Regulation (EU) 2017/565 of 25 April 2016 supplementing Directive 2014/65/EU
of the European Parliament and of the Council with regard to organizational requirements and operating conditions for investment firms and concepts defined for the
purposes of that Directive. The report was prepared by Brokerage House of Bank Millennium S.A. exclusively for the clients of Brokerage House of Bank Millennium S.A.,
does not constitute advertising or an offer of securities, and may also be distributed through mass media based on each decision of the Director of the Capital Markets
Analysis Department. Dissemination or reproduction of this material in whole or in part without the written consent of Brokerage House of Bank Millennium S.A. is
prohibited. This document or its copy may not be directly or indirectly transmitted or made available to persons in the USA, Australia, Canada, or Japan.

Brokerage House of Bank Millennium S.A. is supervised by the Polish Financial Supervision Authority.
Organizational, Administrative Measures and Information Barriers Established to Prevent Conflicts of Interest

The principles for managing conflicts of interest at Brokerage House of Bank Millennium S.A. are set out in the Policy for Counteracting Conflicts of Interest at Brokerage
House of Bank Millennium S.A. Effective conflict of interest management aims to act in the best interest of the Client and is implemented through measures designed to
mitigate such risk. To this end, rules have been introduced regarding the acceptance and transfer of monetary and non-monetary benefits (so-called inducements) as well
as the execution of personal transactions by persons involved at Brokerage House of Bank Millennium S.A.

Organizational solutions adopted to prevent conflicts of interest are defined, among others, in the Organizational Regulations of the Brokerage House, which provide for:
(a) supervision over persons whose main functions include acting on behalf of or providing services to Clients whose interests may conflict or who otherwise represent
different confilicting interests, including the interests of the Brokerage House; (b) measures to prevent or limit improper influence by a third party on the manner in which
an authorized person performs activities within the services provided by the Brokerage House; (c) organizational separation of persons (teams) performing activities that
involve a risk of confiict of interest;(d) ensuring independence for each organizational unit of the Brokerage House and its employees to the extent that concerns the
interests of Clients for whom such a unit performs specific activities.

Solutions adopted to prevent conflicts of interest are also defined in the Remuneration Policy, which ensures that there are no links between the level of remuneration of
employees of different organizational units or the level of revenues generated by different organizational units if these units perform activities that involve a risk of conflict
of interest.

Restrictions on the flow of information to prevent conflicts of interest, including confidential and professional secret information, are defined in the Regulations on the
protection of the flow and prevention of the use and processing of confidential information and compliance with professional secrecy at Brokerage House of Bank
Millennium S.A.



