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CALL TO ACTION 
Hedgeye Q3 estimates fell below the Street for all of the Macau companies with the exception 
of WYNN. Good thing as they beat us and the Street by 5% and 7%, respectively, on the 
property EBITDA line.  Investors shouldn’t get too excited, however, as the beat was mostly a 
result of the positive margin impact from high Mass hold in Macau and overall high hold in Las 
Vegas.  Lower than modeled labor costs also contributed but the picture there should be worse 
than Street expectations in 2015, so not sure that is sustainable.   
 
More important than the Q3 results, management Macau forward commentary was pretty 
negative.  The difficult top line for Macau and Wynn thus far in October is pretty well known – 
it’s bad.  What wasn’t as well known - but has been a central part of our negative Macau thesis – 
is the increasingly competitive Premium Mass environment impacting all the operators. 
Compete or lose share must be the mantra, and neither is good for the bottom line.   
 
Our estimates remain well below the Street for WYNN and most of the Macau operators for Q4 
and 2015. Maybe Steve Wynn’s comments will catalyze the Street to move into the acceptance 
phase and cut their estimates to our numbers. Until we see realistic numbers out there for next 
year, it’s difficult for us to change our decidedly negative view. 
 
 

Q3 RESULTS 

 
 
MACAU: MASS LUCK 
While Wynn Macau’s 3Q revenues were in-line with us, 3Q EBITDA was $23m higher than we 
projected.  We estimate more than half of that increase was due to a favorable mass hold – we 
knew the approximate mass revenue level but more of it was driven by hold percentage which 
will carry a higher incremental margin than volumes. Wynn rightly points out that it is difficult in 
determining the true hold but Q3 Mass hold of 51% seen in 3Q is unsustainable.  Q2 generated 
the highest mass hold to date and that was 46%.  The other half of the delta was due to better 
operating costs and lower direct VIP rebate rates.  Staff costs remained high at +20% YoY.  
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Meanwhile, 3Q 2014 promotional expenses were higher as a % of net revenues. The aggressive 
promotional environment particularly in premium mass finally discussed on the conference call 
will pressure mass margins in the quarters ahead.  
  
 
 

 

 
 
VEGAS: ALSO LUCKY 
Wynn Vegas 3Q EBITDA and revenues were in-line with us but the property had some help 
along the way.  We believe higher table hold contributed $8-9m to adjusted EBITDA. Table 
volumes fell 5% in 3Q, underperforming the Strip’s overall table performance.  As the chart 
below shows, Wynn Vegas’s table volume is highly correlated with Strip baccarat volume but 
recently, the property has lagged behind the market.  
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HE Q4/2015 ESTIMATES BELOW STREET 
Street estimates remain too high for Q4 2014 and 2015. 
 
Q4 2014 

In US $   HEDGEYE STREET 

REVENUES (MMs) 1,289 1,371 

EBITDA (MMs) 423 440 

EPS   $1.72 $1.90 

        

Sources: Hedgeye, Factset   

 
FY 2015 

In US $   HEDGEYE STREET 

REVENUES (MMs) 5,407 5,777 

EBITDA (MMs) 1,733 1,853 

EPS   $7.23 $8.32 
 
 
Sources: Hedgeye, Factset 
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CONCLUSION 
We’ve seen 2 out of our 3 negative Macau thesis points come to fruition in a big way:  VIP 
growth turning negative followed by Mass deceleration.  The third leg of the stool is now 
becoming clear – shrinking margins.  What a difference a quarter makes.  Both LVS and WYNN 
fully acknowledged the competitive pressures in the Premium Mass segment during their Q3 
conference call commentary.  Maybe since Steve said it, analysts will know adjust their numbers 
accordingly.  For now, we remain negative on the Macau operators at least until 2015 estimates 
move to our levels.  With November and December facing tough compares and visits by Beijing 
government officials likely to exacerbate already difficult conditions, sentiment could reach a 
nadir as we enter December.  Maybe the estimates and valuations will be at rock bottom, at 
which time “close your eyes and buy” could be the right investment strategy.  We prefer that 
scenario with a catalyst.  Stay tuned. 
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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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