
    
 

 
HEDGEYE.COM  |  NOVEMBER 4, 2015     1 

MACAU: OCTOBER NOT SO GOLDEN 
 
NOVEMBER 4, 2015 
 
Todd Jordan | tjordan@hedgeye.com   
Felix Wang, CFA | fwang@hedgeye.com 



  

 
HEDGEYE.COM  |  NOVEMBER 4, 2015     2 

CALL TO ACTION 
We’ve had a long Macau call on since late September but we fear the end of that trade is near. 
October was certainly better than September (seasonally adjusted) but it did trail off after Golden 
Week. High hold benefited the market, otherwise the YoY decline would’ve had a 3 in front of it 
rather than the actual 28% drop. The incremental data points for Macau Studio City will likely be 
negative, casting doubt on ROIs of the new Cotai properties and whether new supply will drive 
incremental visitation/GGR growth. Looking at November, we think the month is off to a sluggish 
start and our GGR forecast for the month of a 31% decline is larger than October’s and worse than 
Street expectations of a mid-20s drop. Finally, our 2016 EBITDA estimates remain well below the 
Street. Keep a trade a trade has been our mantra on Macau for the past several weeks and it looks 
like a good time to book profits. 
 
We will be hosting a Macau call on Friday Nov 6th at 11AM to present more analysis on the October 
numbers, our model projections and outlook, and a new research topic. Please contact your 
Hedgeye salesperson for more details. 
 

MACAU MARKET OBSERVATIONS 
• The market held somewhat high during the month. We estimate VIP hold, adjusting for 

Direct play and Mass reclass at 3.3% versus normal of 3.0 to 3.1%. 
• Assuming normal VIP hold, GGR would’ve declined 31% YoY. Assuming normal hold in both 

periods, GGR would’ve fallen 32-33%. Remember that hold percentage in October 2014 was a 
little below normal. 

• Mass revenues were a little disappointing relative to our expectations, dropping 10-11% YoY 
on a table reclassification adjusted basis. This was the smallest decline seen since November 
2014 but the comparison was very easy. October 2014 was the month when Mass fell off a 
cliff – the first negative growth month we’ve seen 

• Junket volumes fell 49% - a little better than we thought – and adjusted VIP revenues 
declined 38-40% YoY 

• Direct VIP continues to decline significantly less than Junket and we expect that trend to 
continue, especially for the Sands China properties 

• Slot revenue dropped 21% for the 2nd consecutive month 
 
 

COMPANY TAKEAWAYS 
 Sands China (LVS) 

• Market share was in line with recent trends despite lower relative VIP hold.  
• Direct VIP volume was likely flattish to slightly up YoY 
• Junket volume share increased 150bps over recent trend 
• On a YoY basis, GGR fell 30%, slightly worse than the market, again due to low relative hold 
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Wynn Macau (WYNN) 
• GGR share dropped 50bps from recent trend despite higher than normal VIP hold 
• Wynn Macau gained junket volume share MoM in October but still remain below its 3-month 

average. Dore concerns will persist in the near-term. 
• On a YoY basis, GGR declined 25% which was better than the market due to very low hold last 

year in October 
MGM China (MGM) 

• Hold was slightly below its trailing 12-month average but significantly higher than a year ago 
• GGR market share was a full 100bps below the recent trend, owing to junket volume share 

losses 
• On a YoY basis, however, MGM outperformed the market due to easy hold comps   

 

MPEL 
• Macau Studio City was open for 4 weekdays during the month and contributed very little - $6 

million in table revenue (all Mass).   
• MPEL appeared to hold slightly higher than normal 
• Market share was 50bps below recent trend, despite the opening of MSC 
• GGR fell 32% YoY, worse than the market 

 

Galaxy (HK.27) 
• Galaxy held very high which contributed to its market share growing to 300bps over recent 

trend. We believe VIP hold was close to 4% at Galaxy Macau.  
• On a YoY basis, the high hold and Galaxy Phase 2 contributed to the company achieving the 

smallest YoY decline in GGR in the market in October 
 

Here are the relevant market shares: 
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HOLD PERCENTAGES 
Please note that these hold percentages are estimated for 2 reasons. First, total VIP revenues 
include Direct VIP while Rolling Chip volume only includes Junket volume. Thus, direct VIP volume 
needs to be estimated. Second, the revenues reclassified from Premium Mass to Direct VIP need to 
be estimated and subtracted out of reported VIP revenues. 
 

 
MACAU STUDIO CITY  
While 4 days is not enough time to make an assessment of Macau Studio City’s potential, early 
results are disappointing. Projecting out the 4 weekdays out to 31 days of October, including 
weekends, yield table revenues of ~$50 million for the property compared to $233 million posted by 
its sister property, City of Dreams. In fairness, Macau Studio City is currently all Mass so maybe the 
relevant comparison is to COD’s reclassed Mass revenues of $136 million – still disappointing. With 
200 mass tables at MSC (160 base mass, 40 premium mass), this would equate to ~US$8k in mass 
win/table/day, which is below expectations.  
 
We’re also hearing that this past Saturday night at MSC, only 40% of base mass tables were open 
and 10% of their premium Signature Club tables were in play. Foot traffic also appeared sluggish. At 
nearby Sands Cotai Central and Galaxy it appeared to be business as usual with normal Mass 
volumes.  

 
NOVEMBER WEEKLY COMP OUTLOOK 
The 1st week of November is the toughest comp. Comps for the rest of the month are slightly easier. 
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2015/2016 PROJECTIONS 
Our 2015/2016 projections remain relatively unchanged with GGR still expected to decline 34% and 
9%, respectively. For November, we’re projecting GGR to fall 31%, below the Street which is likely in 
the mid to high 20s. Following 15 months of below the Street projections we were actually in-line 
for September and October. Now we’re once again the pessimists. 
 

 

 
CONCLUSION 
Macau stocks have had quite a run the past month plus but we fear we’ve reached the end of this 
long trade. Macau Studio City and November could disappoint and 2016 looks like a big miss for 
most operators versus Street EBITDA estimates. Hedgeye is officially moving to the sidelines with a 
short bias. 
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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye 
Risk Management is not a broker dealer and does not provide investment advice for individuals. This research 
does not constitute an offer to sell, or a solicitation of an offer to buy any security. This research is presented 
without regard to individual investment preferences or risk parameters; it is general information and does not 
constitute specific investment advice.  This presentation is based on information from sources believed to be 
reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or omissions of information.  The 
opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are intended solely 
for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk 
Management’s employees, which is based upon sources considered credible and reliable within the 
industry.  Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon 
which it has relied.   
  
 
 
 

TERMS OF USE 
 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its 
contents are prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services 
Agreement and the Terms of Use at www.hedgeye.com. 
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