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CALL TO ACTION 
We continue to like the Macau stocks – on the short side. After some signs of stability recently, 
the month of May looks more like an anomaly and not the trend. When the month ends, June 
should prove trendy, that is, more consistent with Macau’s 15 month long sequential slide than 
May’s respite. We’re now predicting a YoY decline of 33-36%, down 3% from our forecast last 
week. This past week was supposed to be an easy comp. 
 
More important than just the weekly slide, the bigger concern for us is the degradation in the 
high margin base mass segment.  The disparity from Street expectations may be wider and 
worse in the base mass segment than any other which should have an outsized impact on 
estimates going forward. Indeed, we remain well below Street EBITDA estimates for 2015 and 
especially 2016 for all of the Macau operators, particularly for the base mass leader LVS. 
 

THE LATEST WEEKLY REVS 
From June 9-15, 2015, table revenues averaged HK$556 million per day (DTR), down 31% from 
the same period last year, off of the easiest comp of the month. If the current level of weak 
revenues persists, we could see the lowest monthly DTR since Nov 2010. That’s a long time.  
 
While weekend traffic remains steady, mid-week business seems to be the real problem.  
 

 

  

MARKET SHARES 
 
In terms of market shares, the opening of Phase 2 has boosted Galaxy’s market share to the 
leadership position. The peninsula centric concessionaires, Wynn Macau and MGM, have held 
their shares constant while SJM, MPEL, and LVS are tracking below trend so far in June. Aside 
from the Phase 2 impact, Venetian apparently held very low on VIP in week 1 but has 
rebounded somewhat. Also, MPEL’s City of Dreams could be impacted by the significant 
construction disruption at the front of the property and the retail renovation project which has 
been ongoing for 6 months. 
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We’ve felt that the peninsula properties should hold better in the face of new supply on Cotai.  
While there is significant overlap, many peninsula customers do not frequent Cotai. In many 
respects, the peninsula customer has different preferences.   
 

  

 

UPCOMING COMPS 
Week 2 faced the easiest 1 year comp of the month – down 27% last year.  The current week 
comp has been a placeholder week in the past. 1 yr/2yr blended comps are a little more difficult 
in the final week of June.  

 

 
 

2015 GGR FORECAST 
We do not expect to see positive growth for the rest of 2015, absent any big hold months. Our June 
GGR forecast falls to -33% to -36% and our FY 2015 GGR forecast is lowered to -32% YoY. If our 
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forecast holds, June will represent yet another sequential decline in gaming volumes, seasonally 
adjusted. If the 3 month trend held, June would decline around 27%. 
 
 

 

 

CONCLUSION 
Our negative Macau thesis does not necessarily rely on continued sequentially declining gaming 
volumes but the trend does not bode well for the Macau stocks either. Our focus is on soft base 
mass trends that, even at the current level, should contribute to lower Street EBITDA estimates and 
lower stock prices. 
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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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