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CALL TO ACTION 
With in-line weekly numbers reported this morning and following our trip to Macau last week, 

we are probably a little less negative. Indeed, some takeaways were positive on the margin but 

there still appears to be too much risk, particularly with Street estimates still too high.   

 

We still think Street estimates for the Macau operators remain too high, despite recent 

reductions, particularly in the base or grind mass segment.  However, our Macau trip last week 

revealed some less negative trends.  Direct VIP seems to have stabilized (and maybe growing 

again?) and while junket VIP and premium mass probably hasn’t, direct VIP carries higher 

margins.  Additionally, there was more optimism among market participants that the highest 

margin segment, grind mass, may be basing sequentially. 

 

Unfortunately, the Street seems to be still projecting YoY growth in grind mass for the operators 

in 2015 which appears unlikely given the volumes in the early part of the year.  By contrast, 

simply projecting current volumes forward through the rest of the year yields a high teens YoY 

decline in total mass and a high single digit decline in grind mass. 

 

TAKEAWAYS FROM MACAU VISIT 
We visited Macau last week and here are some takeaways: 

 

Market 

• Tone from market participants has moved from shock to acceptance and guarded 

optimism – but nobody seems to be predicting a bottom 

• Decline in grind mass is troubling but most operators thought it was stabilizing 

sequentially – we’ll see when March and April comes out 

• Direct VIP is a bright spot with trends flattening 

• No confidence that VIP has stabilized 

• Concession renewals not likely to result in major changes with one operator indicating 

that Macau will make it clear in the new agreements that it will not be subservient to 

other jurisdictions. Specifically, Macau won’t allow client lists to be turned over to other 

jurisdictions (U.S., Australia) as was the case with LVS and Nevada related to the Jacobs 

lawsuit 

• Visa restrictions obviously impacting mass but also VIP player agents – more Macau 

citizens may become player agents to circumvent the restricted travel 

• Zhuhai infrastructure growth could hurt Hong Kong and help Macau – no additional visa 

needed from Zhuhai 
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• High end retail suffering 

• Around 150 tables looks like the allocation for Galaxy’s Phase II.  Most operators believe 

that MPEL’s Macau Studio City will get more since it is a stand-alone, new property.   

• Nobody we spoke to thinks the government(s) will restrict tourism to Macau except 

maybe during the big holidays (Chinese New Year and the May and October holidays) 

 

LVS 

• Base mass trends better in March 

• Direct VIP may be up YoY in March 

• Absolutely not cutting back on events, just didn’t sign the Rolling Stones this year – 

media was wrong 

 

SJM 

• 2 more big announcements forthcoming regarding Lisboa Palace 

• Going big and bold with Lisboa Palace – Versace and Kurt Lagerfield hotel towers and 

high end European luxury. Should cannibalize less than Wynn Palace or MGM Cotai due 

to differentiated product. 

• Keeping junkets out of the 2 luxury towers 

• Shooting for only 30-40% of revenues from junkets versus 80% at Grand Lisboa; 

targeting 20% Direct VIP 

• Targeting Q4 2017 opening for Lisboa Palace 

• Not worried about table allocation – will recapture tables from satellite casinos if 

allocation is undesirable 

• Could pay a $5 per share cash dividend – maybe on the opening of Lisboa Palace 

• Margins:  Junket – 8%, Direct VIP – 25%, Mass – 40% 

 

MGM 

• Only concessionaire generating positive YoY growth in mass revenue 

• Average bet size has not changed despite lower minimum bets 

• No change in mass marketing/promotional allowances despite accusations by other 

operators that MGM is being aggressive 

• Doing fewer marketing events in China to cut costs 

• Junket business has moved from 70% of total to 60% 

• Re-reclassed tables back to mass in February so YoY comparison basis is apples-to-

apples beginning in March 
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• $100 million renovation at MGM Macau underway – adding retail, a new premium mass 

area and room renovations 

• MGM Cotai - $2.9-3.0 billion cost - opening in 2H 2016 

• 1 hotel throughout MGM Cotai 

• Could live with 150 table allocation for MGM Cotai – would move tables from MGM 

Macau 

 

WYNN 

• Management remains very optimistic that Wynn Palace will blow the market away 

• Need 400 tables at Wynn Palace – would move 40 unused tables from Wynn Macau and 

more if necessary due to low table allocation 

• VIP slowdown has allowed Wynn Macau to offer more rooms to mass customers 

• New junkets are doing well – will start to show in the monthly numbers 

• Carrying extra labor which are suppressing margins 

 

 

THE LATEST NUMBERS 
Daily Table Revenues (DTR) 

From Mar 23-29, 2015, table revenues averaged HK$622 million per day (DTR), down 44% from 

the same period last year. DTR for March is similar to the disappointing February. 

 

 

 

THE COMPS 

This past week was the hardest comp of the month. Low weekly revenue levels resulted in a 

44% drop YoY. 
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MARKET SHARES 
LVS, Wynn Macau and MGM are tracking above recent trend in terms of market share while 

MPEL and Galaxy are struggling. Wynn’s new junket rooms likely had an impact that should 

continue going forward. 

 

  

 

2015 GGR FORECAST 
We do not expect to see positive growth for the rest of 2015, absent any big hold months. Our 

March GGR forecast of -39% remains unchanged.    
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INITIAL TABLE ALLOCATION – GALAXY PHASE II 
As mentioned above, Galaxy’s Phase 2 property will likely be rewarded 150 tables from the 

government. Phase 2’s table split could be 40% VIP, 35% premium mass and 25% grind mass. 

The original floor plan for Phase 2 included room for 257 tables. We believe Galaxy Macau will 

move some old inventory from Phase 1 to Phase 2 (~50 tables). 3 out of the 4 junket areas will 

be open.  

 

As for MPEL, they don’t have much old inventory to reallocate to MSC so a healthy number of 

tables (e.g.~200) is likely needed to reach internal performance targets.  

 

CONCLUSION 
Still too early but direct VIP strength and grind mass potentially stabilizing are 2 encouraging 

developments. However, Street estimates still need to come down to reflect the likelihood of 

flat to negative growth in mass growth in 2015. 
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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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