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HONG KONG (S&P d obal Ratings) March 2, 2017--Macau's better-than-expected
gam ng revenue nunbers in February 2017 are unlikely to be sustainable. S&P
A obal Ratings believes the credit-fueled VIP gam ng segnent may have
contributed to the stronger growth. Gowh in this segnent could be nore

vol atile and less profitable than in the nass-market segnent. We maintain our
stabl e outl ook on Macau' s gam ng sector.

"W reiterate our view that gross gam ng revenue in Macau is likely to grow
0% 10% i n 2017, driven by the opening and ranpi ng up of nass-narket focused
new casi nos, better infrastructure connecting Macau w th mainl and China, and
stabilizing regulations,"” said S& d obal Ratings credit anal yst Sophie Lin.
"W expect the rebound in gross gaming revenue to primarily result froma

5% 10% growt h in the mass-market segnent, while VIP ganm ng revenue coul d swi ng
froma decline of up to 5%to positive growh of 5%in 2017."

The growth in the VIP gam ng segnent could be volatile, given its high
sensitivity to changes in regul ations and government controls. The Chinese
government's further curbs on capital outflows, inpact of a refreshed
crackdown on corruption, and the inplenmentation of a full snoking ban in Macau
could all materially weaken growh in the VIP gam ng segnent.

In addition, we note that the profitability of the VIP gam ng segrment is much
| ower than that of the nass-nmarket segment. As a result,
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stronger -t han-expected VIP gam ng revenue may not translate into materially

hi gher EBI TDA for casino operators. W estimate that mass-market EBI TDA
margi ns are usually 30% 40% conpared to about 10%for the VIP segment.
Nevert hel ess, we believe casino operators' flexibility and pace of response to
the shift between the VIP and mass-nmarket gaming segrments will differentiate
their credit quality.

"W expect the debt |everage and rating buffers of nbst rated casi no conpanies
in Macau to i nprove noderately in 2017, given inproving operating conditions,"
said Ms. Lin. "However, the rating outl ook for individual casino operators
will largely depend on their financial discipline on capital spending and
sharehol der returns, and their ability to expand market share while ranping up
new properties efficiently.”

On March 1, 2017, the Gaming | nspection and Coordination Bureau of Macao
Speci al Administrative Region rel eased data that gam ng revenue in Macau

i ncreased 17.8%in February 2017, which is the strongest year-on-year growth
over the past 36 nonths. Accumul ated revenue increased 10.6%in

January- February 2017, which is also narginally higher than our estimate of
0% 10% growt h for 2017.

Only a rating conmittee may deternmine a rating action and this report does not
constitute a rating action.

S&P d obal Ratings, part of S& dobal Inc. (NYSE: SPA), is the world's

| eadi ng provider of independent credit risk research. W publish nore than a
mllion credit ratings on debt issued by sovereign, nunicipal, corporate and
financial sector entities. Wth over 1,400 credit analysts in 26 countries,
and nore than 150 years' experience of assessing credit risk, we offer a

uni que conbi nation of global coverage and | ocal insight. Qur research and
opi nions about relative credit risk provide market participants with

i nfornati on that hel ps to support the growth of transparent, |iquid debt

mar ket s wor | dwi de.
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