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1 #QUAD4

Another nice payday for process-based 
investors correctly allocated to #Quad4. Got 
Utilites (XLU)? They’re ripping to fresh all-time 
highs. Long-term bonds (TLT and EDV) also 
ripped yesterday. But don’t worry, American 
consumers are in “great shape” right? 
Consumer Confidence slows not so 
insignificantly from 135.1 to 125.1 m/m.



2

Late cycle anyone? We’re at the point right now 
where the relationship between wages and profits 
matter—big time. Bulls need to curb their 
enthusiasm a bit. Yet another data point indicating 
this as an additional 1.3 million workers qualify for 
overtime pay as the Labor Department raises the 
earnings threshold to $35,568. Check your 2020 
EPS recovery needles at the door.

FULL CYCLE INVESTING



3 MACRO TOURISTS

Let the Macro Tourist Freak Out Begin. President Trump says in a 
speech at the UN, “I will not accept a bad deal” with China. Let the 
Macro Tourists jump from headline to headline. Here at Hedgeye we 
diligently measure and map, time series by time series. Our call on 
domestic and global #GrowthSlowing was never about trade. Since 
we made the call to be bearish on the global economy in January 
2018, the MSCI ACWI ex-US Index peaked (shortly after our call) 
and remains down -14% from that peak today. High frequency 
economic data in China, the Eurozone and around the world 
continues to come in way below expectations, even against easier 
growth comparisons. We’re sticking with our global growth slowing 
call.



SEAN JENKINS
GAMING, LODGING, & LEISURE
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GLL | HEDGEYE POSITION MONITOR

DATA SOURCE: FACTSET, HEDGEYE ESTIMATES

BEST IDEA - LONGS BEST IDEA - SHORTS

RRR Red Rock Resorts, Inc. Class A $2.6B CCL Carnival Corporation $37.0B

BKNG Booking Holdings Inc. $87.5B MAR Marriott International, Inc. Class A $42.9B

WYNN Wynn Resorts, Limited $12.1B 27-HK Galaxy Entertainment Group Limited HKD 222.5B

MLCO Melco Resorts and Entertainment Ltd $10.0B

PK Park Hotels & Resorts, Inc. $6.2B

STAY Extended Stay America, Inc. $2.8B

WITH LONG BIAS (2) SWITZERLAND WITH SHORT BIAS (2)

PEB Pebblebrook Hotel Trust $3.7B G13-SG Genting Singapore Limited SGD 10.9B PENN Penn National Gaming, Inc. $2.3B

H Hyatt Hotels Corporation Class A $8.9B CZR Caesars Entertainment Corporation $8.1B BYD Boyd Gaming Corporation $3.0B

LVS Las Vegas Sands Corp. $44.9B TRVG trivago N.V. Sponsored ADR Class A $1.5B HST Host Hotels & Resorts, Inc. $12.6B

MGM MGM Resorts International $15.4B 2282-HK MGM China Holdings Limited HKD 48.6B HLT Hilton Worldwide Holdings Inc $27.4B

RCL Royal Caribbean Cruises Ltd. $23.5B XHR Xenia Hotels & Resorts, Inc. $2.4B

NCLH Norwegian Cruise Line Holdings Ltd. $11.6B

APLE Apple Hospitality REIT Inc $3.6B

RLJ RLJ Lodging Trust $3.0B

EXPE Expedia Group, Inc. $18.9B

TRIP TripAdvisor, Inc. $5.2B

LAST UPDATED: 9/19/2019

NOTES
(1)  Other closely followed stocks are segment by our biases 

This list is subject to frequent changes 

(2)  Hedgeye’s “bias” represents Hedgeye’s outlook on companies currently under Hedgeye’s review, or for which timing is not right for greater coverage.  Hedgeye may or may not provide further commentary on any or all companies represented on the bias list and representation 
of a company on the bias list does not forecast whether Hedgeye will or will not issue any additional material on that company 

BEST / HIGH CONVICTION IDEAS
Mkt Cap 

($B)
Mkt Cap 

($B)

Mkt Cap 
($B)

Mkt Cap 
($B)

Mkt Cap 
($B)

OTHER CLOSELY FOLLOWED STOCKS (1)
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GLL | BEST IDEAS MACRO SHOW CALL OUTS   

9

 RRR – TOP DOMESTIC GAMING PICK (LONG)
 Use the Q2 print consternation as a buying opportunity – LV Locals GGR should inflect higher back to its macro leading indicator

mean

 2020 = removal of 2018-19 stock overhangs (limited FCF, Palms, high leverage), and focus shifts back to core LV Locals growth 

 Real Estate provides optionality (huge land bank)

 MAR – TOP LODGING C-CORP PICK (SHORT)
 Core model driver and valuation driver (RevPAR) continues to slow and is actually worsening in the Q3-TD, globally 

 As a result of weaker RevPAR, unit growth expectations should be the next shoe to drop, which would be a net negative for earnings / 
valuation

 Still see downside to the low $100’s

 BKNG – TOP OTA PICK (LONG)
 Long run top line growth likely better than modeled by the Street – stock not currently reflecting long run potential

 Continue to execute despite macro malaise and softish travel environment, any relief and the stock would take off 

 In the mean time, company remains focused on profitable growth and clear focus on capital return (big buy back step up)

DATA SOURCE: HEDGEYE ESTIMATES
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RRR | LONG RUN POTENTIAL IN REGIONAL GAMING vs NV / LV LOCALS 

FACTOR INPUTS T 3-YR
CAGR

T 5-YR
CAGR AVG. FACTOR INPUTS T 3-YR

CAGR
T 5-YR
CAGR AVG.

Population Growth (21 YOA +)

Illinois 0.1% 0.2% 0.1%
Indiana 0.1% 0.8% 0.5%
Iowa 0.1% 0.4% 0.3%
Kansas 0.5% 0.8% 0.6%
Louisiana 0.5% 0.6% 0.5%
Mississippi -0.5% 0.1% -0.2%
Missouri 0.3% 0.5% 0.4% Population Growth (21 YOA +)
Ohio 0.2% 0.4% 0.3%
Pennsylvania 0.1% 0.0% 0.1% Nevada 2.9% 2.7% 2.8%

Total Population Growth 0.2% 0.4% 0.3%

PCE Per Capita (Actual)

Illinois 3.8% 3.4% 3.6%
Indiana 3.3% 2.8% 3.0%
Iowa 2.9% 2.8% 2.9%
Kansas 2.8% 2.7% 2.8%
Louisiana 2.5% 2.6% 2.5%
Mississippi 2.5% 2.3% 2.4%
Missouri 2.9% 2.5% 2.7% PCE Per Capita (Actual)
Ohio 3.0% 2.9% 2.9%
Pennsylvania 3.0% 2.8% 2.9% Nevada 2.8% 2.5% 2.7%

Regional Mkt. Weighted Avg. 3.0% 2.8% 2.9%

Maximum GGR Growth Potential 3.1% 3.2% 3.2% Maximum GGR Growth Potential 5.7% 5.2% 5.5%
(Population + PCE Per Capita)

Potential Stress Test For Regional Markets Potential Stress Test For LV Locals 

(% of US Citizens who gamble) 15% 0.5% (% of Clark County Citizens who gamble) 55% 3.0%
20% 0.6% 60% 3.3%
25% 0.8% 65% 3.6%
30% 1.0% 70% 3.8%
35% 1.1% 75% 4.1%

AVG. 0.9% AVG. 3.6%

REGIONAL GGR POTENTIAL SENSITIVITY ANALYSIS 

National Average for casino patronage is ~28-32%, 
per surveys completed in the years 2010-2014. We 
use this as proxy for how much organic growth a 

regional casino can "capture"

GGR 
Growth Potential

NEVADA / LAS VEGAS LOCALS GGR POTENTIAL 

GGR 
Growth Potential

Actual Survey results from the bi-annual Clark County 
Residents Survey. Range of Gambling propensity = 

2000-2016 results. We use this as proxy for how 
much organic growth a regional casino can "capture"

10DATA SOURCE: BEA, CENSUS, CLARK COUNTY RESIDENTS SURVEY, HEDGEYE ESTIMATES

The analysis to the left estimates the potential 
organic GGR growth in regional markets.

The main drivers to assume “max potential” are 
population growth in the key casino demographic 
and then personal consumption (per capita).  

Given that casino patronage for every US adult is 
closer to 30-35%, we apply that ratio to the total 
GGR potential, and the end result yields a range of 
where the true run rate growth could be. Note, this 
analysis doesn’t factor in additional macro 
impediments or benefits.

Conclusion:  Even 1% growth could be  a stretch 
for regional gaming markets. Comparable 
analysis for Nevada shows the true organic 
growth rate would be about 4% - given the higher 
population growth and propensity to gamble in 
its population cohort.    
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RRR | THIS CYCLE IS NOT LIKE THE OTHER – BUT THINGS CAN CHANGE

Mostly a self inflicted issue, but RRR’s stock has become disconnected from what historically has been a primary driver of its forward price performance, LV Locals SS growth. Since 2018, the 
correlation between RRR’s stock and the trend in LV Locals GGR has fallen to 0.15, vs. the historical rate of 0.65+. This tells us that the consternation around the Palms and its inconsistent 
messaging has been a major impediment for the stock, despite what has generally been pretty solid LV Locals GGR growth. 

Looking ahead, with The Palms now fully open and operational, we expect the story to again revert back to its longstanding positive driver, high margin LV Locals GGR.  

STORY HAS BECOME LESS ABOUT SAME-STORE GROWTH, BUT THAT SHOULD CHANGE AGAIN

DATA SOURCE: COMPANY FILINGS, FACTSET, HEDGEYE ESTIMATES
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EXPLOSIVE 2000’s CYCLE, ALL ABOUT SS GGR

STATION CASINOS (STN) STOCK PRICE - (INDEXED TO 4Q 1999)

LV LOCALS GGR (TTM, Y/Y CHANGE)

NOTES
- STOCK PRICE DATA FOR STN WAS SOURCED via OLD ANNUAL REPORTS 

LOCALS GGR 
DECELERATION DRIVEN 
BY DEMAND SHOCK + 

9/11 EVENTS

HOUSING MARKET TAKES OFF
+

WAGES + JOB GROWTH 
ACCELERATING 

= 
LV LOCALS BOOM

STN GOES PRIVATE 
@ $90 PER SHARE
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MEASURED 2010’s RECOVERY, BUT LESS ABOUT SS GGR

RED ROCK RESORTS (RRR) STOCK PRICE (INDEXED TO IPO)

LV LOCALS GGR (TTM, Y/Y CHANGE)

NOTES
- MONTHLY PRICING USED GIVEN FEWER QUARTERLY DATAPOINTS SINCE 2016 IPO

CORRELATION (STOCK vs GGR): 0.65 CORRELATION (STOCK vs GGR): 0.53

PALMS HICCUPS = 
CORRELATION 
BREAKDOWN

11
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RRR | LV LOCALS GGR ROADMAP FOR THE NTM – REGRESSION TO THE MEAN

12

MODEL COMPONENTS

Based on current, significant macro variables, the 
LV Locals market could be poised for an 
acceleration in the not too distant future.  

Statistically, the YTD performance in LV Locals GGR 
has underperformed the performance in the 
broader macro economy by about 150bps.  As 
shown on the chart, the direction of the model is 
generally quite accurate, and GGR tends to 
recapture trend.  

MODEL COMPONENTS

• Home Price Growth (1Q Lead)

• Construction % of Total Employment (4Q Lead)

• Negative Equity RoC (6Q Lead)

• Unemployment (Concurrent)

• Nominal GDP (Concurrent)

NTM FORECAST

Drags forward concurrent indicators (assume no 
change), and utilizes leading indicator inputs.  
Values are applied to coefficients which generates 
the output (blue line). 
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MACRO INPUTS AND LEADING INDICATORS IMPLY ACCELERATING GROWTH 
INTO 2020

HEDGEYE - LV LOCALS MACRO MODEL LV LOCALS ACTUAL GGR (Y/Y CHANGE, 2Q MA)

HEDGEYE MODEL R2: 0.76

DATA SOURCE: CORELOGIC, ZILLOW, BLS, BEA, HEDGEYE ESTIMATES
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MAR | REVPAR MATTERS, AND IT IS SLOWING 

RevPAR growth has always mattered for hotel stocks, and it still does.  But given the global scale and size of these business the true driver of forward has become Global trends, and 
not just the US. 

Reason #1 on why slower RevPAR growth still impacts C-Corps?  Because RevPAR leads development (construction pipelines) on a 1-1.5yr basis.  Slower construction growth = slower 
unit growth = slower EBITDA / EPS growth. 

IT TAKES TIME, BUT EVENTUALLY REVPAR DOES MATTER FOR C-CORPS

DATA SOURCE: STR, FACTSET, HEDGEYE ESTIMATES 13
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MAR STOCK INDEXED 2ND DERIVATIVE OF GLOBAL REVPAR

NOTES
- GLOBAL REVPAR: EQUAL WEIGHT REVPAR GROWTH OF, USA, CANADA, BRAZIL, UK, FRANCE, SPAIN, GERMANY, NETHERLANDS, CHINA, JAPAN, AUSTRALIA
- MARRIOTT STOCK INDEXED SINCE 2012
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MAR | LAGGING ITS TOP RIVAL (HLT) IN TERMS OF PIPELINE GROWTH

Though MAR boasts the biggest (absolute) pipeline, it represents less as a % of the base than it does for their closest competitor (HLT).  With lofty unit growth expectations in mind 
(both from the company and Street), a challenging new hotel construction backdrop (tight labor and materials costs), and a weak RevPAR backdrop we fail to see how MAR’s stock can 
outperform from current levels.  

Expectations need to be reset lower for out year unit growth, full stop.   

PIPELINE POSITION IS NOT GOOD ENOUGH RELATIVE TO OUT-YEAR UNIT GROWTH EXPECTATIONS

DATA SOURCE: COMPANY FILINGS, HEDGEYE ESTIMATES 14
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BKNG | FEWER MOUTHS TO FEED = EDGE ON AD DOLLARS SPENT

15

And we expect that going forward as the one-stop-shop theme comes into play, leveraging one or two brands will yield greater efficiency and upside. 

OTAs are still a commodity type product so further limiting consumer choice e.g. inter company competition creates friction making it harder to yield up the ad spend.  

LEVERAGING FEWER BRANDS HAS PAID OFF FOR BKNG 

DATA SOURCE: COMPANY FILINGS, COMPANY WEBSITES, SENSOR TOWER, HEDGEYE ESTIMATES
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BKNG RETURN ON AD SPEND / EXPE RETURN ON AD SPEND

TRAILING 4-YR AVERAGE

NOTES
- ADVERTISING ROI CALC. INCREMENTAL REVENUES DIVIDED BY AD EXPENSE (LAGGED 1Q)     
- DATA BARS REPRESENT THE SPREAD BETWEEN BKNG / EXPE 
- BKNG + EXPE WERE USED IN THE ANALYSIS.  FOR BKNG PERF. AND BRAND ADVERTISING SPEND WERE USED. EXPE ONLY USES DIRECT AD SPEND 
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BKNG | EU STRONGHOLD = L/T STRATEGIC ADVANTAGE

16

If anything, given the continued rise of its brand (absolute and relative), BKNG’s story could continue to manifest as alternative accommodation continues to gain traction and they 
continue to pick up incremental offline to online share. 

NOTE:  EUROPE TOTAL CONTINENTAL PENETRATION = ~20% (HOTEL BASIS), OR 38% (ROOMS BASIS).  NORTH AMERICA TOTALPENETRATION = ~60% (HOTEL BASIS), OR 70% (ROOMS BASIS).  

EUROPE HOTEL BRAND PENETRATION HAS BEEN STAGNANT FOR THE LAST 5 YEARS.   

THE BKNG EUROPE BULL CASE IS NOT DEAD 

DATA SOURCE: HHTL, STR, HOTEL WEBSITES, BOOKING.COM, GOOGLE TRENDS, ESTIMATES

19.2%

3.2%

12.3%

1.2%

6.7%

2.2%

6.0%

0.8%

0.7%

5.9%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

55%

60%

NORTH AMERICA TOP 30 CITY
HOTEL BRAND PENETRATION

EUROPE TOP 30 CITY
HOTEL BRAND PENETRATION

B
R

A
N

D
E

D
 H

O
TE

L 
C

O
U

N
TS

 /
 T

O
TA

L 
M

A
R

K
E

T 
H

O
TE

L 
C

O
U

N
TS

FRAGMENTED HOTEL MARKET IN EUROPE = LONG RUN 
OPPORTUNITY

(HEDGEYE TOP MARKET PENETRATION ANALYSIS) MAR

HLT

IHG

H

ACCOR

NOTES
- NORTH AMERICA TOP 30 CITIES = BIGGEST MSAs IN THE US AND CANADA   
- EUROPE TOP 30 CITIES = LARGEST MARKETS BY POPULATION AND CAPITAL CITIES OF EURO AREA 
- METHODOLOGY = NUMERATOR = COMPLETE LIST OF BRANDED HOTELS BY MARKET / TOTAL HOTEL INVENTORY ON BOOKING.COM (3-5 STAR HOTEL ONLY)
- ANALYSIS PERFORMED AT THE END OF JUNE 2019

14

65

0

10

20

30

40

50

60

70

80

G
O

O
G

LE
 T

R
E

N
D

S
 I

N
D

E
X

E
D

 (
E

U
R

O
P

E
, T

TM
)

AND BOOKING.COM MAINTAINS ITS DOMINANT POSITION

EXPE (EXPEDIA.COM + HOTELS.COM)

BKNG (BOOKING.COM)

NOTES
- GOOGLE TRENDS DATA PULLED WEEKLY OVER A 5-YR LOOK BACK    
- ALL OTA PROPERTIES (EXPEDIA.COM, HOTELS.COM, AND BOOKING.COM) WERE ANALYZED TOGETHER ACROSS THE SAME DATA PULL  
- EXPEDIA.COM & HOTELS.COM ARE EXPE’s MAIN BRANDS IN EUROPE AS INDICATED BY GOOGLE TRENDS AND MOBILE APP USAGE 
- ANALYSIS PERFORMED AT THE END OF JUNE 2019 ON GERMANY, FRANCE, UK, ITALY, SPAIN, AND NETHERLANDS 

44.9%

BKNG HAS CONTINUED TO 
GAIN SHARE IN ITS MOST 

CRITICAL MARKET

13.3%
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BKNG | STABILIZATION = INVESTOR PHASE TRANSITION  

But stabilization of top line growth + compounding of EBITDA and FCF should help accelerate buyer interest. 

SOME GARP + VALUE HOLDERS HAVE ALREADY EMERGED 

DATA SOURCE: COMPANY FILINGS, FACTSET, HEDGEYE ESTIMATES
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… STABILIZATION OF GROWTH SHOULD HELP DRAW 
INCREMENTAL BUYERS

NOTES
- BKNG 2-YR RN GROWTH STACK = YR1 +YR2 GROWTH RATES
- 2Q 2019 – 4Q 2020 = USES HEDGEYE ESTIMATES FOR QUARTERLY RN GROWTH AND ADDS IT TO THE STACK 

STABILIZATION OF GROWTH 
TREND FORTHCOMING
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September 25, 2019

DATA SOURCE: Bloomberg, MBA, Hedgeye 19

MBA Mortgage Purchase Applications
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September 25, 2019

DATA SOURCE: Bloomberg, BEA, Conference Board 20

Consumer Confidence: Conference Board 
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DATA SOURCE: Bloomberg, BEA, Conference Board 21
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Our Risk Management Overlay is Rules-Based
September 25, 2019

DATA SOURCE: Hedgeye. Asterisk denotes legacy telecom prior to the 2018 MSCI reclassification. 23
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Sector Performance 
September 25, 2019

DATA SOURCE: BLOOMBERG, HRM 24
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Sector Relative Performance 
September 25, 2019

DATA SOURCE: BLOOMBERG, HRM 25
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Market Share Volume & Total Value Traded
September 25, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 26
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Style Factor Performance 
September 25, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 27



The Macro Show

© Hedgeye Risk Management LLC

Rates & Spreads
September 25, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 28
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Key $USD Correlations
September 25, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 29



The Macro Show

© Hedgeye Risk Management LLC

CFTC 
Non-Commercial
Net Long 
Positioning 

September 25, 2019

DATA SOURCE: BLOOMBERG 30



The Macro Show

© Hedgeye Risk Management LLC

Volatility
September 25, 2019

DATA SOURCE: CBOE, CME, BLOOMBERG 31



The Macro Show

© Hedgeye Risk Management LLC

Global Data
September 25, 2019

DATA SOURCE: CBOE, CME, BLOOMBERG 32


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	GLL | HEDGEYE POSITION MONITOR
	GLL | BEST IDEAS MACRO SHOW CALL OUTS   
	RRR | LONG RUN POTENTIAL IN REGIONAL GAMING vs NV / LV LOCALS 
	RRR | THIS CYCLE IS NOT LIKE THE OTHER – BUT THINGS CAN CHANGE
	RRR | LV LOCALS GGR ROADMAP FOR THE NTM – REGRESSION TO THE MEAN
	MAR | REVPAR MATTERS, AND IT IS SLOWING 
	MAR | LAGGING ITS TOP RIVAL (HLT) IN TERMS OF PIPELINE GROWTH
	BKNG | FEWER MOUTHS TO FEED = EDGE ON AD DOLLARS SPENT
	BKNG | EU STRONGHOLD = L/T STRATEGIC ADVANTAGE
	BKNG | STABILIZATION = INVESTOR PHASE TRANSITION  
	Slide Number 18
	MBA Mortgage Purchase Applications	 
	Consumer Confidence: Conference Board 
	Slide Number 21
	Slide Number 22
	Our Risk Management Overlay is Rules-Based
	Sector Performance 
	Sector Relative Performance 
	Market Share Volume & Total Value Traded
	Style Factor Performance 
	Rates & Spreads
	Key $USD Correlations
	CFTC �Non-Commercial�Net Long �Positioning 
	Volatility
	Global Data

