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Hotels, Gaming, And Leisure 
Watch out for tighter regulation and weather risks  

What’s changed? 
New gaming regulation in the U.K., Germany, and Italy has weighed heavily on 
gaming operators' performance. Reduction of the maximum bet on fixed odds 
betting terminals to £2 from £100 in the U.K., and gaming ordinance changes in 
Germany brought real change with the full effects still to be realized.  

Weak booking trends across the European tour operator market, particularly in 
the U.K., are weighing on tour operators' performance. U.K. and North European 
customers, historically early bookers of summer holidays, were slower to buy tour 
packages than in previous years.  

The 2018 earnings season was in line with our expectations. Solid performance for 
lodging (due to good diversification) and gaming (World Cup year) supported good 
growth in 2018. While regulation weighed on performance in some areas, 
improvements in other areas overcame most of the negative effect.  

What to look for 

The challenging market environment will force tour operators to discount during 
the peak summer season June-September to fill committed capacity, leading to 
weaker results for the year. Slow bookings are also adding pressure on companies' 
working capital dynamics, as they have to rely more on bank financing to pay their 
suppliers for the summer season. As a result, liquidity could become a concern.      

Gaming shop closures in the U.K. could change the face of the industry. New 
regulations in effect since April 1, 2019, are forcing bookmakers to close a large 
portion of shops. William Hill has said it will close up to 700 shops before end-2019, 
while GVC is expected to close up to 1,000. This will likely drive some gamblers 
online and negatively affect EBITDA of all U.K. retail-based gaming operators. 

Indirect effects of a no-deal Brexit are still not clear. We do not anticipate 
significant disruption. However, a sharp decline in consumer confidence, should it 
occur, would reduce spending on leisure-related activities including lodging, visits 
to amusement parks, and gaming activities.  

What are the key credit drivers? 

Social risks of gaming regulation. Europe's gambling industry is under 
considerable political pressure to reduce the social harm of gambling addiction. 
Despite recent self-regulation by operators, we expect regulators will continue to 
seek tighter regulation, leading to earnings' volatility and an uncertain outlook. 

Weather-related risks are creating earnings' volatility for the travel industry 
(lodging, theme parks). Performance could suffer under extreme weather, as people 
travel less. Tour operators could face oversupply and lack of demand, leading to 
increasing competition for customers and tour package price declines.  

Debt-financed acquisitions and dividend recaps will continue to weigh on the 
financial risk profiles of leisure companies we rate, as the past few years of market 
consolidation and LBOs has shown. Business divestments could be material in 
several industries (tour operators, gaming) and bring significant industry changes. 

Latest Related Research 

– ESG Industry Report Card: Leisure, May 21, 2019 

– German Arcade Operators Face A Challenging 2019 As Gaming Ordinance Effects Are Worse 
Than Anticipated, Jan 25, 2019 
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Ratings Statistics (Last 12 months) 

IG SG All
Ratings 2 38 40 

Downgrades 0 6 6 

Upgrades 0 3 3 

Rating Distribution 

Sector Forecasts (2019) 

IG SG All
Rev. CAGR ‘19-21 -3.1% 1.5% 1.1% 

EBITDA Margin 29.7% 18.0% 18.9% 

EBITDA CAGR ‘19-21 0.0% 3.8% 3.3% 

Debt/EBITDA 2.6x 4.5x 4.3x 

FFO/Debt 26% 15% 16% 
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