The Web3 Gaming Blueprint

A Strategic Roadmap for Building
Sustainable Digital Economies
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The $131.6 Billion Opportunity Demands a New Strategy

The Web3 gaming market is projected to grow from $24.1B in 2024 to $131.6B by 2034 (18.5% CAGR). However,
capturing this value is impossible with the flawed models of the past. Success requires the strategic
convergence of three foundational pillars.
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$24.1B o
2024 2034
1. Sustainable P20 Economy 2. High-Performance Web2.5 3. Frictionless Onboarding
Architecture Experience
Grounding asset value in utility and Combining low-latency gameplay Abstracting away crypto complexity
ownership, not speculation. with verifiable on-chain ownership. to welcome mass-market players.

Source: Market data from Market.us Scoop.
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The Mobile Web3 Crisis: An Unsustainable Acquisition Funnel

The current mobile Web3 architecture guarantees user abandonment, leading to catastrophic retention rates
and economically unviable acquisition costs. This is not a UX optimization problem; it’s an architectural failure.

Discovery
(100 users)

~4) <5% Long-Term
O+ Retention

Across Ethereum dApps.

Conversion rates from ad
click to wallet installation ’ Download & Wallet Setup

are below 10%. 60-70% (10 users)
abandon during setup. —4 $5 0 0 i $1 ] 0 0 0
Only 15% of users who e EﬁeCt Ive CAC
First Transaction : .
connect a wallet complete a —— (1.5 users) The cost per retained user is
first transaction. ' prohibitively high for most
h/ businesses.
Six-month retention stands ' Day 30 Retention
at a dismal 3.55%. (0.3 _I.ISEI'S) Source: Data from SecureSign (arXiv), Formo, and Binance

Research.
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Pillar I: The Economic Model
— From Extraction to Ownership

DigitalNation.scot in Source Serif Pro Regular, 8pt
A NotebookLM



The Legacy Model: Why Play-to-Earn (P2E) Economies Collapse

First-generation P2E models were built on flawed, extractive tokenomics. Prioritizing speculation over
gameplay, their economies were entirely dependent on a constant influx of new capital to pay out
existing players, leading to hyper-inflation and inevitable collapse.
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Core Flaws New Players Funds Pay Out

Buy In Rewards
Speculation over Storytelling: Gameplay .
? becomes a means to a financial end, leading "
U =
E to player burnout. Need More Token Value
New Players Inflates
[i Inflationary by Design: Token faucets ‘ |
—~"  overwhelm sinks, devaluing rewards and
JH :
[GOD, breaking the economy. linsustainabls W
/AN Unsustaina!ale Inﬂn*fnr Dependency: The Case Study Example
A\ mncle! oL U i D grnwth Axie Infinity’s economic model demonstrated these
to maintain token value, functioning like a ot
L A L Neas vulnerabilities at scale, where token values
24 Y. plummeted once player growth slowed.
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The Sustainable Model: Building Durable Economies
with Play-to-Own (P20)

P20 shifts the focus from short-term extraction to long-term, verifiable asset ownership. Value is grounded in
intrinsic utility, not speculative token rewards. This model fosters stronger community engagement and creates
durable, player-driven economies.

Core Principles of P20

Gameplay First: The game must be enjoyable
and provide intrinsic, non-financial worth.
Interoper- Sustainable

ability Asset Value

True Digital Ownership: Assets (NFTs) are
verifiably owned by players and can be traded
or used outside the game's ecosystem.

Value Driven by Utility & Rarity: Asset value
is determined by in-game utility, aesthetic

appeal, verifiable rarity, and cross-game Key Tenet: Only tokenize assets with high utility or verifiable
interoperability. rarity. Tokenizing every item devalues the concept of ownership. )

G oo I
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Strategic Comparison: P2E vs. P20 Economic Models

Play-to-Earn (P2E) Model Play-to-Own (P20) Model
Feature
(Legacy) (Recommended)
: : Immediate financial rewards Verifiable Ownership, Utility, Rarity
Ty O (Tokens, often inflationary) (NFTs)
a : : : : Gameplay, Collection, Curation,
Player Motivation Extraction / Financial Speculation Long-term Asset Holding
e A by Token price vo]atﬂ_lty, continuous new | In-game utility, aesthe:tw value, o
user inflow demand, cross-game interoperability
Economic Design Dm"nmate!:i by token faucets, weak or !Salanced b_y compulsory sinks
optional sinks integrated into core gameplay loops
Sustainability Fragile; prone to hyper-inflation and Durable; value is decoupled from
economic collapse inflationary token rewards
Governance Often centralized developer control Community-driven via DAOs for rules,
balance, and treasury management

Source: Content synthesized from Sequence.xyz, (3888858).
Blockchain App Pactory, Binance Research, and Gamesdapp.
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Pillar ll: The Technical Architecture
— From On-Chain to Hybrid
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The Web2.5 Hybrid Model: Balancing Performance and Trust

To meet the performance demands of modern gaming and the trust requirements of Web3, a hybrid
architecture is mandatory. The vast majority of game logic resides off-chain for speed, while the blockchain is
reserved as a trust layer for high-value, low-frequency actions.

I..J..-- ' -.._H.II (/_ . —\II
Off-Chain On-Chalin
Purpose: Low Latency & High Throughput Purpose: Trust, Verifiability & Immutability
j,% Real-time Gameplay Logic @ Verifiable NFT Ownership & Metadata
i (¥ Critical Fi ial T ti
R : : | ritical Financial Transactions
@ B T T z *(® (Token Transfers, Staking)
4 Dynamic Player State Changes | ? Final State Validation (e.g.,
Tournament Rewards)
[g] Inventory Updates ?%% DAO Governance Actions
Technology: Unity/Unreal Engine, BaaS Technology: Smart Contracts on a Layer 2
(Firebase, AWS), Custom Backend ¢ Network i
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Scaling for the Mass Market:
The Non-Negotiable Role of Layer 2s

The market is dominated by mobile gaming (>63% share), which demands high speed and low cost.
With Ethereum as the leading infrastructure (>48% share), Layer 2 scaling solutions are essential to
resolve this architectural tension.

ZK-Rollups Optimistic Rollups Application-Specific Chains
Offer the highest security and Provide strong EVM compatibility (AppChains)

efficiency, enabling gas-free NFT and an established ecosystem, ideal Offer ultimate control over fees and
minting and trading. Ideal for for complex dApps and DeFi governance for massive-scale
asset-heavy games. integrations. ecosystems, insulating the economy

7,

from external network congestion.

X & OP B

ImmutableX Polygon zkEVM Arbitrum OP Mainnet Ronin Network

(built with frameworks like Arbitrum Orbit)
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Pillar lll: The User Experience
— From Friction to Seamless
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The Old Standard: A High-Friction Gauntlet for New Users

The traditional Web3 onboarding flow violates every principle of modern mobile UX. It demands
technical knowledge, creates anxiety, and relies on cumbersome context-switching,
guaranteeing abandonment by over 80% of casual gamers.

: [High Friction] Context switch.
Discover dApp =% =

v

" [ Redirectto | _...»| Download 200MB
"""" » App Store | Wallet App

[High Friction] Requires Wi-Fi,
] “"  patience.

'High Friction] Alien concept, high
/ risk of error/loss.

ecure Seed
Phrase

[High Friction] Must
understand gas, use
on-ramp, wait for

St confirmation.
........ -»| Return to dApp ===z /

4

: o Wallet Setup
[High Friction] Conceptual ,/"’
complexity, anxiety.

‘.
l""
a ¥

[High Friction] Another /
context switch, state may be

lost.

Acquire Gas &
Transact
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The New Standard: Seamless Onboarding
with Embedded Wallets

Modern infrastructure must abstract away all crypto complexity. Embedded wallets provide a familiar
Web2 account experience, creating a non-custodial wallet instantly and invisibly. This one-click flow
boosts conversion, reduces confusion, and builds trust.

Discover dApp & Login /.) Instant Wallet Creation /.; Play the Game
CadX fi ) ﬁ Lk ’ é
User clicks “Sign in with Google.” A secure, non-custodial wallet is User is immediately in the game,
created automatically in the background. with zero friction.
Core Technologies Key Vendors
- Social Logins: Google, Apple, Discord, email, etc. Sequence, Privy, Web3Auth.

- MPC/TSS Key Management: Multi-Party Computation and Threshold Signature
Schemes remove single points of failure for private keys.
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Security Is Foundational: Not All Embedded Wallets

Are Created Equal

While essential for UX, the architecture of embedded wallets has critical security implications.

Developers must understand and mitigate these risks.

The Unfixable Vulnerability of Iframe-Based Wallets

Wallet iFrame ¢

[Controls] FAKE Ul OVERLAY
> (Malicious dApp can create
a ‘click-jacking' attack)

L A

« Threat: An iframe-based wallet renders its Ul within the dApp's webpage. A
malicious dApp can overlay a pixel-perfect fake UI on top of the real wallet
iframe.

« Attack: The fake UI shows 'Approve 10 USDC, but the real underlying
transaction is ‘“Transfer 1000 USDC to Attacker.’ The user's click passes through
to the real button, approving the malicious transaction.

» Problem: The parent document (the dApp) controls the visual rendering
context. The iframe cannot prevent this ‘click-jacking’ or ‘transaction overlay’
attack. This is a fundamental architectural flaw, not an implementation bug.

DigitalNation.scot

The Secure Alternative

Wallet App (PWA)

dApp iFrame

[Controls] %
h

Architectures like PWA-based sandboxing invert the trust model. The
dApp runs in an iframe inside a trusted ‘parent’ wallet application, which
controls the rendering context and makes overlays impossible.

Providers utilizing hardware-isolated TEEs (Trusted Execution
Environments) further secure key management.

Source: Vulnerability analysis from SecureSign (arXiv).
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The Blueprint Synthesized: A Roadmap for Execution

Building a successful, sustainable Web3 game is not a matter of speculation, but of strategic execution. The path
forward requires discipline and a focus on three core priorities.

1 Establish the Economic
m Foundation

Design a Play-to-Own economy anchored
in true asset utility. Engineer compulsory,
engaging sinks that are integral to the
core gameplay loop. Model and

simulate the economy to ensure stability
without reliance on new user capital.
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2 Build a High-Performance
= Architecture

Implement a Web2.5 hybrid model on a
specialized Layer 2 infrastructure. Choose
a ZK-Rollup like ImmutableX for asset-
heavy games or an AppChain

for maximum economic control.

Offload all real-time logic to ensure a
low-latency player experience.

=3

3 Prioritize Frictionless &
s Secure Onboarding

Integrate a modern, secure embedded
wallet solution that abstracts all blockchain
complexity via social logins and MPC key
management. Scrutinize the provider’s
security architecture to avoid
vulnerabilities like click-jacking. The first
experience must feel like a Web2 app.
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