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• Las Vegas Sands (LVS US), Sands China (1928 HK), and 
VanEck Vectors Gaming ETF (BJK US) are our top picks for 
the gaming sector. We expect them to recover to the pre-
COVID levels by the end of 2020, representing a potential 
upside of 28%,27%, and 14% respectively. 
 

Figure 1: Our top picks in the Gaming sector 

 
Source: KGI Research 

 
In our previous two reports, we recommended oil and tourism 
sectors for bottom-fishing during the COVID-19 period. The 
graph below is a review of the performance of our stock picks 
since the date we published the reports: 
 

Figure 2: Stock picks performance since our reports’ published dates 

 
Source: Bloomberg, KGI Research 

 
The steady ascension of the US market from the March-low 
has been due to several factors: 1) Unprecedented Fed 
liquidity injection; 2) Progress of COVID-19 treatments and 
vaccines; 3) Gradual reopening of the economy in the near 
term; and 4) Expectations of a V-shape recovery in 3Q/4Q20. 
 
Among these tailwinds, the first is a pillar that most retail 
investors rely on to buy the dip while the rest are just the 
positive sentiments that drive exuberance during the 
recession period.  
 
The disconnect between the market and economy re-
emerged, evoking a sense of déjà vu from not too long ago 
(pre-COVID levels in February). Tech stocks have mainly 
contributed to the rally since mid-March, especially the Big 
Tech (or FAAMG) who accounts for 20% of the S&P500 index, 
and remains on a bull trend (up 41% on average as of 3rd June).  
 

Figure 3: Fed assets expanded by a significant 69% since March 2020 

 
Source: Bloomberg, KGI Research 

 

Figure 4: S&P500 index forward 12-month PER 

 
Source: Bloomberg, KGI Research 

 

Figure 5: FAAMG price performance YTD 

 
Source: Bloomberg, KGI Research 

 
In contrast, the Dow Jones Industrial Average (DJIA) is down 
7.6% YTD (S&P500 down 2.8% YTD), and those included in 
DJIA are the bedrock of the real economy. Riding on the 
expectation of better economic conditions in 2H20, there will 
be investment opportunities in sectors that are catching up 
with the recovery led by the technology sector. 
 

Ticker Last closing Enter Exit Exp upside by Dec 2020

Las Vegas Sands LVS US US$51.79 US$50 US$64 28%

Sands China 1928 HK HK$32.3 HK$31.5 HK$40 27%

VanEck Vectors Gaming ETF BJK US US$36.9 US$35 US$40 14%
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Figure 6: SPY, DIA, and QQQ fund flows 

 
Source: Bloomberg, KGI Research 

 
COVID-19 only paused gambling but never beat it 
Just like travel, COVID-19 lockdown measures disrupted other 
entertainment activities as well, and the pent-up demand for 
these have never been so significant, because almost all the 
entertainments such as movies, sports, and concerts were 
shut down simultaneously.   
 
Similarly, just as we are upbeat on the tourism sector as we 
foresee a rapid recovery once the lockdown measures are 
lifted, another sub-sector that we believe will witness a surge 
in demand for is gambling. There are three main reasons why 
we think this niche market is only currently facing a speed 
bump and which will revive sooner rather than later.  
 
Firstly, gambling has well proven its resiliency throughout 
time. There are many reasons why people gamble – boredom 
and loneliness, as a form of escapism from work and life 
stresses, gambling may even be a form of stimulation and 
excitement for many – just like any other form of adventure 
or entertainment activities.  
 
Secondly, gambling is highly regulated and a quasi-
monopolised business in every country. Only licenced 
operators are allowed to run casinos in specific cities. 
Typically, gaming resorts are subject more to policy risks (i.e. 
termination of licence) and operational risks (i.e. security 
problems) rather than public health risks like COVID-19 
lockdowns. Therefore, the short-term impact of the 
lockdowns will hardly result in changes to the unique business 
status.  
 
Lastly, we do not think that the COVID-19 crisis will bring any 
substantial paradigm shift on gambling. Some investors could 
argue that online gambling will gradually overtake the brick-
and-mortar owners. However, online gambling has been 
existing and well-run long before the pandemic. Furthermore, 
governments that have legalised gambling have been tightly 
regulating the online betting platforms and restricting the 
types of plays or flow of money. Whether as a tourist or an 
avid gambler, visiting a casino is a vastly different experience 
than clicking buttons to bet online. Simply put, because the 
consumer experience matters, we believe each camp will not 
supplant the other.  
 
A sharp hit-the-trough  
Macau and Las Vegas are the emblematic cities who are the 
barometer of the wax and wane of the gambling sector. Since 
the outbreak of COVID-19, gaming revenue have been 

freefalling in both cities. This is a record-fast plunge in the 
business. Macau, the top gaming city in terms of revenue, 
encountered challenging times in 2014 and 2015 due to the 
anti-corruption campaign in China, but the decline in revenue 
then has now been dwarfed by the recent plunge.  
 
Similarly, Las Vegas, whose revenue is more stable over the 
years, has almost had its business shut down since March.  
The whole of Nevada’s gaming sector only recorded a dismal 
gaming win of US$3.6mn. Singapore, which releases quarterly 
figures will also see a trough in 2Q20 as the circuit breaker 
lasted from April to June. The implication, therefore, is that 
there is limited downside for the gaming sector, and business 
will return, and could even be better off after the economy 
reopens in 3Q20.   
 

Figure 7: Macau gross gaming revenue has disappeared since February 

 
Source: Bloomberg, KGI Research 

 

Figure 8: Gaming in Vegas had almost no business in April 

 
Source: Bloomberg, KGI Research 

 

Figure 9: Singapore gaming revenue is expected to  further plunge in 2Q20 

 
Source: Bloomberg, KGI Research 
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Gaming peers comparisons 
Based on the past three years of financial performance, we 
find that US brands with operations in Macau achieve better 
profitability than their headquarters in the US, while the local 
Macau players tend to lag behind.  
 
In terms of debt gearing, US players are more aggressive in its 
leverage than local Macau players. Accordingly, US players are 
more generous in dividend payouts as they deliver better 
earnings. It is worth noting that Genting Singapore gives a 
decent dividend even though their profitability is 
unexceptional, mainly because it is in a better cash position 
than its peers.  
 

Figure 10: ROE 

 
Source: Capital IQ, KGI Research 

 

Figure 11: Levered free cash flow margin  

 
Source: Capital IQ, KGI Research 

 

Figure 12: Net debt/Equity  

 
Source: Capital IQ, KGI Research 

 

Figure 13: Dividend yield 

 
Source: Capital IQ, KGI Research 

 

In terms of valuations, US players with operations in the US 
have almost reached fair value, but their branches in Macau 
are still cheap at the moment. The local Macau players are 
also relatively undervalued. However, their dividends are not 
as attractive as their US peers.  
 

Figure 14: 5-year average PE comparison 

 
Source: Bloomberg, KGI Research 

 

Recommendation  

For the US listed gaming stocks, we recommend Las Vegas 
Sands (LVS US) given its stable and decent profitability and 
relatively low gearing. Meanwhile, it maintains a consistent 
dividend yield of about 5%.  
 
For the HK listed gaming stocks, we recommend Sands China 
(1928 HK) given its stable profitability and low gearing.  
 
Meanwhile, investors who want a diversified portfolio can 
consider VanEck Vectors Gaming ETF (BJK US). 
 

Figure 15: Top 10 holdings of VanEck Vectors Gaming ETF 

 
Source: Bloomberg, KGI Research 

 

Trading strategy 

 
 

Ticker Current Average High Low

Caesars Etn Corp CZR US N/A 17.1 56.1 0.4

Las Vegas Sands  LVS US 21.9 20.0 27.1 11.6

MGM Resorts Intl MGM US 119.1 30.7 123.1 8.3

Melco R&E MLCO US N/A 32.1 69.1 14.4

Wynn Resorts WYNN US N/A 25.6 67.6 11.6

MGM China Hlds 2282 HK 19.3 24.4 62.5 7.8

Sands China 1928 HK 16.6 21.9 32.0 10.9

Wynn Macau 1128 HK 14.5 27.0 67.9 10.3

Galaxy Etn Gp 27 HK 18.5 21.6 35.0 12.7

Melco Intal Devp 200 HK 35.9 57.3 217.7 1.0

SJM Hlds 880 HK 16.4 15.4 32.4 6.4

Genting Singapore G13 SG N/A 64.9 445.0 8.9

Company % of total net asset

Galaxy Entertainment Group Ltd. 8.05

Las Vegas Sands Corp. 8.04

Aristocrat Leisure Ltd. 6.22

Sands China Ltd. 6.22

Flutter Entertainment PLC 6.16

MGM Resorts International 4.42

Wynn Resorts Ltd. 4.31

VICI Properties Inc. 4.22

Stars Group Inc ORD 3.52

Evolution Gaming Group AB 3.36

Total 54.52

Ticker Last closing Enter Exit Exp upside by Dec 2020

Las Vegas Sands LVS US US$51.79 US$50 US$64 28%

Sands China 1928 HK HK$32.3 HK$31.5 HK$40 27%

VanEck Vectors Gaming ETF BJK US US$36.9 US$35 US$40 14%
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KGI’s Ratings Rating Definition 
Outperform (OP) We take a positive view on the stock. The stock is expected to outperform the expected total 

return of the KGI coverage universe in the related market over a 12-month investment horizon. 
Neutral (N) We take a neutral view on the stock. The stock is expected to perform in line with the expected 

total return of the KGI coverage universe in the related market over a 12-month investment 
horizon. 

Underperform (U)  We take a negative view on the stock. The stock is expected to underperform the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon 

Not Rated (NR) The stock is not rated by KGI Securities. 
Restricted (R) KGI policy and/or applicable law regulations preclude certain types of communications, including 

an investment recommendation, during the course of KGI's engagement in an investment banking 
transaction and in certain other circumstances. 

 

Disclaimer This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into 
any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for 
general circulation. It does not have regard to the specific investment objectives, financial situation and the particular 
needs of any recipient hereof. You should independently evaluate particular investments and consult an independent 
financial adviser before dealing in any securities mentioned in this report. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or 
redistributed in whole or in part by any recipient of this report to any other person without the prior written consent 
of KGI Securities. This report is not intended for distribution and/or redistribution, publication to or use by any person 
in any jurisdiction outside Singapore or any other jurisdiction as KGI Securities may determine in its absolute 
discretion, where the distribution, publication or use of this report would be contrary to applicable law or would 
subject KGI Securities and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) 
to any registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by KGI 
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of such 
sources or the Information and KGI Securities accepts no liability whatsoever for any loss or damage arising from the 
use of or reliance on the Information.  KGI Securities and its connected persons may have issued other reports 
expressing views different from the Information and all views expressed in all reports of KGI Securities and its 
connected persons are subject to change without notice. KGI Securities reserves the right to act upon or use the 
Information at any time, including before its publication herein.  
 
Except as otherwise indicated below, (1) KGI Securities, its connected persons and its officers, employees and 
representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting, 
corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in this 
report; (2) KGI Securities, its connected persons and its officers, employees and representatives may also, to the 
extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other 
persons in respect of dealings in the securities referred to in this report or other investments related thereto; and (3) 
the officers, employees and representatives of KGI Securities may also serve on the board of directors or in trustee 
positions with the subject corporation(s) referred to in this report. (All of the foregoing is hereafter referred to as the 
“Subject Business”.) 
 
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report (each 
a “research analyst”), has any proprietary position or material interest in, and KGI Securities does not make any market 
in, the securities which are recommended in this report. 
 
Each research analyst of KGI Securities who produced this report hereby certifies that (1) the views expressed in this 
report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) 
the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on 
behalf of KGI Securities or any other person, any of the Subject Business involving any of the subject corporation(s) or 
securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is 
directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. 
However, the compensation received by each such research analyst is based upon various factors, including KGI 
Securities’ total revenues, a portion of which are generated from KGI Securities’ business of dealing in securities.  
 
Copyright 2020.  KGI Securities (Singapore) Pte. Ltd. All rights reserved. 
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