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Short sellers return to Macau casino operators

Short sellers have been targeting Asian gaming stocks as Macau, which has seen three straight
years of falling gambling revenues, opens two casinos in as many months.

— Short interest across Asian gambling stocks is now 10% higher than recent lows
— Wynn Macau has seen short interest jump by a third in the last month
— Non Macau-based operators not targeted in recent wave of shorting activity

The pace of Macau casino openings has
kicked into overdrive recently with yesterday’s
opening of the $4.1bn, 1,700 room Wynn
Palace which will be followed shortly by the
$2.7bn, 3,000 room Parisian Macau. These
ambitious openings defy the ongoing slump in
gambling volumes which are on track to fall
by 10% year on year; further compounding
last year's 34% decline as gamblers shy
away due to China’s ongoing corruption
crackdown.

While the Macau gaming industry is trying to
diversify away from its core revenue into the
retail and entertainment space, recent
statistics released by the region’s tourism
board have shown falling retail volumes and
flat visitation numbers which underscores the
challenge at hand. These numbers are
echoed across the other key Asian gaming
markets which have also felt the pain of newly
shy Chinese gamblers.

Short sellers, who are no strangers to taking
a view on gambling stocks, have been busily
adding to Macau operator short positions in
the weeks leading up to yesterday’s opening
of the Wynn Palace which has in turn taken
the average shorting activity across the
region’s gaming sector back up from recent
lows. Current average short interest across
the region now stands at 2.6% of free float on
average, 10% higher than the lows set three
months ago.
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Shorting Macau

Wynn Macau and Sands China, which
operate the Parisian and Palace properties,
have been at the vanguard of the recent
surge in shorting activity in the region.

Listing Short Change over

Name Ticker Country Interest Month
Paradise Co Ltd 034230 South Korea 1.2 -2%
Wynn Macau Ltd 1128 Hong Kong 10.7 32%
Melco International Development Ltd 200 Hong Kong 6.3 5%
Mgm China Holdings Ltd 2282 Hong Kong 5.6 -21%
Donaco International Ltd DMA  Australia 55 9%
Ainsworth Game Technology Ltd ~ AGlI  Australia 47 6%
China Lotsynergy Holdings Ltd 1371 Hong Kong 3.2 0%
Parpro Corp 4916 Taiwan 29 1%
Sands China Ltd 1928 Hong Kong 2.8 20%
Crown Resorts Ltd CWN  Australia 24 7%

Wynn has been a favorite for Macau bears for
quite some time and the 32% jump in shares
shorted over the last month means that
bearish sentiment in the stock now stands at
a six month high. Although the company’s
current short interest is still over a third lower
than at the heights of last year’s uncertainty,
the resurgent short interest indicates that
Wynn still has to placate its doubters.
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http://www.dsec.gov.mo/Statistic/DistributiveTradeAndPrice/RetailSalesSurvey/2016%E5%B9%B4%E7%AC%AC2%E5%AD%A3%E9%9B%B6%E5%94%AE%E6%A5%AD%E9%8A%B7%E5%94%AE%E9%A1%8D%E8%AA%BF%E6%9F%A5.aspx
http://www.dsec.gov.mo/Statistic/TourismAndServices/VisitorArrivals/2016%E5%B9%B47%E6%9C%88%E5%85%A5%E5%A2%83%E6%97%85%E5%AE%A2.aspx
http://www.markit.com/Commentary/Get/05112014-Equities-Betting-against-Macau-casinos
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Sands China has also seen its fair share of
shorting activity in recent weeks with short
sellers adding 20% to their positions,
meaning that just under 3% of its free float is
now shorted.

Melco international and Crown Resorts, which
jointly operate the recently opened Studio
City development have also seen short
sellers circle in recent weeks with demand to
borrow shares of the later doubling in the last
month.

The recent jump in bearish sentiment has
been limited to Macau operators for now as
demand to borrow shares in Kangwon Land
and Genting Singapore, the two largest non-
Macau operators by market share, has not
jumped materially in recent weeks. This
would seem to indicate that short sellers
aren’t expecting the new Macau capacity to
have any impact on the region’s other
markets in the near term. In fact, Genting’s
current short interest is now the lowest it's
been in over three years

Genting Singapore Plc

% of Free Float on Loan Price
4.0 1.0
35 0.9
20 0.8

0.8
25

0.8
2.0

0.7
1.5

0.7
1.0 06
0.5 0.6

——"% of Free Float on Loan ——Price
0.0 0.5
08/2015 10/2015 12/2015 02/12016 04/2016 06/2016 08/2016

Source: IHS Markit

Simon Colvin

Analyst

Markit

Tel: +44 207 264 7614

Email: simon.colvin@markit.com

For further information, please visit www.markit.com

The intellectual property rights to this report provided herein is owned by Markit Group limited. Any unauthorised use, including but not limited to copying, distributing, transmitting or
otherwise of any data appearing is not permitted without Markit’s prior consent. Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”)
contained herein, any errors, inaccuracies, omission or delays in the data, or for any actions taken in reliance thereon. In no event shall Markit be liable for any special, incidental, consequential

damages, arising out of the use of the data. Markit is a trademark owned by the Markit group.

This report does not constitute nor shall it be construed as an offer by Markit to buy or sell any particular security, financial instrument or financial service. The analysis provided in this report is
of a general and impersonal nature. This report shall not be construed as providing investment advice that is adapted to or appropriate for any particular investment strategy or portfolio. This
report does not and shall not be construed as providing any recommendations as to whether it is appropriate for any person or entity to “buy”, “sell” or “hold” a particular investment.

compiled by markit



