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CALL TO ACTION 
As if badly missing sharply (and recently) reduced estimates wasn’t bad enough, Wynn Resorts also 
cut its dividend.  WYNN traded down 10% after hours last night in response.  Contrast this stock 
action with LVS last week which held up (down only 2%) despite a quarter that revealed much more 
troubling trends (base mass) than anything in the WYNN release. The difference? LVS maintained 
the dividend.   
 
So where do we go from here? Beyond the initial reaction to the respective dividend policy 
decisions, let’s get back to earnings drivers. We wouldn’t be buyers of either stock but with WYNN 
down 10%, LVS looks like it has more downside. The biggest risk going forward, on the margin, is not 
VIP, it’s base mass. Yes, LVS has decided to do what it can to protect the dividend and that’s great.  
WYNN, in typical fashion, is being more conservative. However, dividend cuts typically follow cash 
flow trends, albeit in a lumpy fashion. With with each passing day, the probability of an LVS 
dividend cut increases.   
 

Q1 2015 TAKEAWAYS 
WYNN managed to miss expectation despite significantly lowered projections, many just last week 
after LVS reported. Not surprisingly, the Macau shortfall was concentrated away from gaming 
revenues, which were well known before the quarter was announced. Rather, the biggest misses 
for Macau EBITDA was on non-room/non-gaming revenues and higher operating costs (excluding 
staff costs).   
 
Moreover, Las Vegas was a surprising disappointment and Steve Wynn’s forward commentary was 
significantly less than encouraging. We started writing about Las Vegas’s overrated recovery in our 
2/5/14 note, “VEGAS BABY, YEAH. NO?” and followed up with notes regarding softening baccarat 
trends on 4/1/15 and non-baccarat trends on 4/22. While LVS’s Q1 was light in Las Vegas as well, 
Wynn certainly painted a more negative picture, with obvious negative implications for MGM.  
Beyond the impact from this weekend’s big fight (Pacquiao vs Mayweather), the Vegas outlook is 
cloudy. 
 

 
 

Las Vegas 
• Worse than expected gaming and non-gaming revenue was partially offset by slightly lower 

promotional expenses 
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o Table drop fell 11% (Hedgeye est: -5%) driven likely by weak Chinese baccarat play 
o Slot volume grew 2.5% -roughly in-line with Strip market data from Jan/Feb 2015 
o Room revenues fell for the 1st time since Q1 2012 and F&B revenues dropped for the 

1st time since Q1 2014. Con-Ag convention comps hurt particularly in March but 
generally non-gaming was softer than expected 

Macau 
• VIP volumes were 5% better than our estimate because Direct play as a % of total VIP volume 

surged in 1Q 2015 to 15.9% from 11.0% in 4Q 2014. This is the 4th consecutive rise in direct play 
and confirms what we have pointed out in our past presentation (HEDGEYE MACAU MARCH 
UPDATE CONFERENCE CALL (4/10/2015). 

 

 
   

• Casino revenues were in-line with Hedgeye estimates 
• Despite lower room count and lower occupancy and ADR YoY, room revenues before 

promos were 7% better than we thought 
• Non-room/non-gaming revenues were awful, missing our estimate by 19% 
• Promotional expenses as a % of total revenues was in-line with us at 6.1%  
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• Mass volumes tumbled 15% YoY, missing our estimate by 5%, the worst YoY performance 
since 2Q 2009. WYNN’s results in this segment were slightly better than with what we saw 
with LVS. 

• Slot win was a little higher than our estimate due to better volumes 
• We estimate Junket commissions were roughly in-line at $26m 
• Staff costs were also in-line at $100m. However, staff costs are now >14% as a % of net 

revenues, a new high. 
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• Other opex including the mix table play impact was above expectations. Lower mass 
volumes contributed to the miss. 
 

 

2015/2016 ESTIMATES 
 

 
 

CONCLUSION 
WYNN’s quarter was ugly but investors will likely focus on the 67% dividend cut.  At this stage, 
we’re indifferent on the dividend as we believe dividends will ultimately track cash flow over the 
long term, albeit in a lumpy fashion, but recognize the short term stock action associated with 
changes in dividend policy.  As we look ahead, the risk is more with LVS and its unchanged 
dividend and more importantly, it’s exposure to base mass. We continue to believe that base 
mass revenue trends are being overestimated by the Street and disappointing revenues there 
will have outsized implications for profits. LVS is the most exposed to that segment. 
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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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