ﬁPREsswiRE

Visual Effects (VFX) Market Revenue to Boost
Cross USD 28,073.92 Mn By 2033 | CAGR of
10.7%
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effects (VFX) refer to the creation or
manipulation of imagery outside the
context of a live action shot in Athe CAE
filmmaking. VFX is a technology-driven  Visual Effects (VFX) Market Size

field that combines real footage with

computer-generated imagery to create

realistic scenes for movies, television, and video games. These effects are essential in modern
storytelling, allowing creators to bring imaginative scenarios to life that would be either too
dangerous, expensive, or simply impossible to achieve on set.
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Size for 2033 in USD:

“ The VEX market is witnessing significant growth, driven by
the expanding entertainment industry and the rising

In 2023, the Movies segment , S ,
demand for high-quality visual content across media

held a dominant position in

the Visual Effects (VFX) platforms. This market encompasses a range of services

market, capturing more including simulation FX, animation, modeling, and matte

than a 37% share.” painting, catering to various end uses such as films,
Tojammul Pangarkar advertisements, TV shows, and video games.

The major drivers of the VFX market include technological advancements in computing power
and software development, which allow for more complex and higher-quality visual effects.
Additionally, the increasing popularity of 3D movies, virtual reality (VR), and augmented reality
(AR) applications are pushing demand for VFX to new heights. The growth of streaming services
has also expanded the market, as platforms continually seek visually engaging content to attract
and retain subscribers.
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Current trends in the VFX market
reflect a surge in the integration of Al
and machine learning technologies,
which streamline the creation of visual
effects, making processes faster and Visual Effects (VFX) Market
less costly. The adoption of cloud- RegitndAnalysistn 2023 Europe
based VFX services is growing, allowing ' |
for more scalable and collaborative
production environments. Moreover,
there is a notable shift towards
outsourcing VFX to specialized studios,
particularly in countries with lower | e MEA
labor costs and highly skilled P RO LR

professionals.
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. North America is Expected to Hold the
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including production studios, film Visual Effects (VFX) Market Regional Analysis
directors, and digital artists, benefit

from several key aspects. Enhanced

realism and visual appeal in content can lead to higher viewer engagement and satisfaction,
potentially boosting box office and streaming revenues. The advancements in VFX technology
also afford creators the freedom to visualize more complex and creative ideas, which can
differentiate their offerings in a competitive market. Moreover, stakeholders can leverage VFX to
reduce production costs and risks associated with practical effects.

Key Takeaways

OThe Visual Effects (VFX) market is projected to reach $40 billion by 2033, growing at a CAGR of
10.7% during the forecast period.

OIn 2023, the Simulation FX segment led the market with a 26% share, reflecting its strong
demand.

O0The Movies segment dominated in 2023, capturing over 37% of the VFX market.

ONorth America maintained its leadership in the global market, holding more than a 41% share
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in 2023.

OBy 2024, Al systems are expected to handle 25% of all roto work, automating repetitive tasks in
VEX.

OThe adoption of Al and machine learning in VFX is set to grow at a CAGR of 14.3% by 2025,
boosting creativity and efficiency.

OMovies using Al-powered VFX have seen a 25% increase in ticket sales, proving its commercial
success.

OA survey shows that 88.5% of VFX artists view Al as a helpful tool rather than a job threat.
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Analysts' Viewpoint regarding Visual Effects (VFX) Market
Investment Opportunities and Risks in the Visual Effects (VFX) Industry

In the realm of Visual Effects (VFX), the opportunities for investment are deeply intertwined with
significant risks due to the fast-paced technological advancements and fluctuating market
demands. The integration of Artificial Intelligence (Al) presents a dual-edged scenario; on one
hand, it drives efficiency and innovation, enabling the creation of more complex visual effects at
reduced costs and timeframes.

On the other hand, the reliance on Al could potentially undermine the traditional craftsmanship
of VFX, which could lead to a skills gap in the industry. This dynamic creates a precarious balance
for investors who must gauge the long-term viability of VFX companies against these evolving
technologies.

Technological Impact and Regulatory Environment

Technologically, the VFX industry is experiencing a transformative phase, marked by the rise of
simulation FX as a dominant force, driven by demand for highly realistic and immersive visual
experiences in films and other media. This technology, which encompasses the simulation of
fluids, fire, and smoke, has become essential for filmmakers aiming to create authentic scenes
that captivate audiences. However, the regulatory landscape, particularly concerning tax
incentives and credits, introduces another layer of complexity.

Changes in tax credit policies, such as the new Audio-Visual Expenditure Credit, have stirred
concerns about their accessibility and the stringent criteria that could potentially exclude smaller
projects from benefitting. This evolving regulatory framework requires careful navigation to
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ensure that VFX investments remain attractive and profitable in light of potential financial
incentives and compliance burdens.

Regional Highlights: A Global Perspective

In 2023, North America stood as the undisputed leader in the global Visual Effects (VFX) industry,
commanding an impressive 38.3% share of the market. This dominance is a testament to the
region's unparalleled innovation, robust infrastructure, and thriving entertainment ecosystem.

One of the key reasons North America leads the VFX industry is its stronghold in the global
entertainment and media market. Home to Hollywood, the epicenter of blockbuster filmmaking,
the region generates a consistently high demand for cutting-edge VFX solutions. Studios in the
U.S. and Canada produce some of the world's most visually stunning films and series, requiring
top-tier VFX to bring their creative visions to life.

Moreover, North America benefits from a mature and well-funded technological ecosystem. The
presence of leading VFX companies like Industrial Light & Magic (ILM), Weta Digital (which has a
significant U.S. base), and Framestore contributes significantly to the region's dominance. These
companies have access to advanced tools, resources, and talent, enabling them to deliver
groundbreaking visual effects that set global benchmarks.

Report Segmentation
By Type Analysis

In the dynamic realm of Visual Effects (VFX), the Simulation FX segment made a significant impact
in 2023, securing a dominant position with a robust 27.5% market share. This segment, integral
for creating realistic environments and effects in visual media, continues to expand as
technologies evolve. The increasing demand for high-quality visual content across various
platforms has catalyzed growth in this area.

Innovations such as real-time simulation and Al-driven effects are making it possible for creators
to deliver more immersive experiences to audiences. These advancements not only enhance the
visual appeal but also significantly reduce the time and cost associated with traditional

methods.

Application Analysis

Meanwhile, within the VFX industry, the Movies segment also demonstrated substantial
dominance, capturing over 37.41% of the market share in 2023. This substantial portion
underscores the critical role that visual effects play in flmmaking, an industry continually seeking
to push the boundaries of what's visually possible. The drive towards creating more engaging
and visually stunning cinematic experiences has propelled the use of VFX to new heights.



Blockbuster films, especially those in the science fiction and fantasy genres, rely heavily on VFX

to bring their imaginative worlds to life. The increasing incorporation of VFX in movies not only

enhances storytelling but also plays a pivotal role in attracting global audiences, thereby driving
box office revenues.
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Market Dynamics
Driver: Technological Advancements in VFX Software and Hardware

The Visual Effects (VFX) market is significantly driven by technological advancements in software
and hardware. Innovations such as real-time rendering, Al-driven simulations, and enhanced
motion capture technologies have revolutionized the integration of visual effects across various
industries. These advancements not only improve the quality and realism of VFX but also
expedite the production process, allowing creators to achieve more with reduced time and
effort.

The development of high-performance graphics processing units and sophisticated software
solutions, like Autodesk Maya and Adobe After Effects, supports complex projects in filmmaking,
gaming, and virtual reality. As a result, the demand for these cutting-edge technologies is
boosting the growth of the VFX market, particularly in high-action films and AAA gaming titles
where detailed and complex effects are essential.

Restraint: Talent Shortage

Despite the robust growth of the VFX industry, it faces a significant restraint in the form of a
talent shortage. More than 80% of VFX companies report difficulties in finding skilled
professionals. This gap is particularly pronounced in specialized areas such as animation and
simulation FX, where the need for high-level expertise is crucial.

The shortage of qualified VFX artists limits the industry's capacity to expand, affecting both
production timelines and innovation. Furthermore, the rapid pace of technological change
requires continuous learning and adaptation, which adds to the challenge of maintaining a
skilled workforce.

Opportunity: Expansion of Virtual Production
One of the most promising opportunities in the VFX sector is the expansion of virtual production

techniques. These techniques combine real-time VFX with live-action footage, enhancing the
filmmaking process by allowing directors and cinematographers to see VFX in real-time during
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shooting.

This integration significantly lowers barriers to entry and fosters innovation by making high-
quality VFX more accessible and cost-effective. Additionally, the rise of virtual reality (VR) and
augmented reality (AR) technologies offers new realms for filmmakers and game developers to
explore, potentially broadening the market for VFX services and products.

Challenge: Keeping Up with Rapid Technological Changes

The VEX industry continuously faces the challenge of keeping up with rapid technological
advancements. The fast evolution in software and hardware necessitates ongoing training and
adaptation among professionals, which can be costly and time-consuming. Companies must
invest in regular updates and training programs to ensure their teams are up-to-date, which can
strain resources.

Moreover, as technology evolves, so does the competition in the industry, pushing companies to
constantly innovate to stay relevant. This dynamic environment presents a substantial challenge
for both established and new players in the VFX market.

Top 3 Key Player Analysis

Autodesk has made significant strides in integrating Al into its VFX offerings. In May 2024, the
company acquired Wonder Dynamics, a cloud-based 3D animation and VFX solution that
combines Al with established tools. This acquisition aims to make VFX more accessible and
affordable by streamlining character workflows and automating complex processes.

NVIDIA continues to be a powerhouse in the Al-driven VFX space. In March 2023, the company
released the GeForce RTX 5000 series graphics cards, which incorporate advanced real-time ray
tracing and Al-powered rendering technologies.

Adobe has been actively enhancing its VFX capabilities with Al-driven tools. In July 2023, the
company unveiled Adobe After Effects 2024, featuring improved Al-driven tools and better
integration with Adobe Creative Cloud.

These key players are shaping the future of Al in VEX through strategic acquisitions, product
launches, and technological advancements. Their efforts are making VFX more accessible,
efficient, and innovative, paving the way for new creative possibilities in the industry.

Top Key Players in the Market
The Walt Disney Co.

Adobe Inc.
Autodesk Inc.
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Maxon Computer GMBH
Blackmagic Design Pty Ltd

SideFX

The Foundry Visionmongers Limited
CINESITE

Recent Developments

March 9, 2024, lonart Studio Ltd has rebranded itself as lonart Studios, marking the beginning of
a new global identity aimed at expanding its business into the North American market. This
strategic move comes as the company seeks to tap into the growing demand for high-quality
visual effects services across new geographies, reinforcing its commitment to broadening its
market presence.

February 13, 2024, Award-winning VFX studio Milk VFX has unveiled plans to expand its
operations with the opening of a new studio in Dublin, Grafter-Ely House. This new facility
represents a significant step in the studio’s ongoing growth, as it seeks to capitalize on the
increasing demand for cutting-edge visual effects in both film and digital media production. The
Dublin location will serve as a hub for servicing global clients while further establishing the
studio's footprint in the European market.

January 30, 2024, In response to the rising demand for VFX services, Californian-based
Whiskytree has announced the opening of a new post-production facility in Georgia. This move is
strategically timed to align with the growing need for high-end visual effects in the region, driven
by increased production activity across both the film and television sectors.
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