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Recreation and Leisure
Despite the macro backdrop, demand remains strong within much of the Leisure sector. Find out 
where the opportunities lie, in this issue of The Wall Street Transcript.

Chad Beynon is a Managing Director and Head of U.S. Research at Macquarie Capital (USA) Inc.

“It’s been an interesting time, because the fundamentals of these businesses, particularly in the United 
States — Las Vegas, regional gaming, sports betting, and even the hotel industry have held up 
extremely well in the face of rising interest rates, a stronger dollar, and massive inflation. 

“That said, the stocks have not performed in line with the fundamentals. Across our industry, we’ve 
seen underperformance against the larger indices.

“I’d say the biggest surprise came from the sports betting companies. ... What we saw in the second 
quarter was a closer inflection point, where these companies lost a lot less money than analysts 
were expecting. ... the playbook is working, where companies are becoming profitable in two to 
three years in each state.”

Joshua J. Wilson serves as the Chief Executive Officer of SciPlay Corporation.

“SciPlay develops and publishes free-to-play social casino games and is one of the leading mobile 
games companies in the world.

“Jackpot Party, which is our largest game, is also the second-largest game in the social casino market; 
it’s been around for more than 10 years, and continues to grow year over year. ...  And we continue 
to focus on that social casino market, because the users there are just so sticky and evergreen that 
these franchises continue to grow year over year over year.

“We generate around $40 million a quarter in cash. We have no debt as a company. We have a little 
bit more than $300 million in cash on hand right now ...”

Jay Snowden is Chief Executive Officer and President of PENN Entertainment, Inc.

“We acquired theScore in October of last year, just about a year ago, and so we’ve been leading with 
theScore as our brand choice north of the border ... And then here in the U.S. we lead with Barstool 
as our sports betting brand.

“So our focus right now has been on integration of the new acquisitions and widening the funnel 
of customer acquisition, cultivate the relationships, and then it’s all about cross-selling your 
digital-only customers to your core brick-and-mortar assets and your core brick-and-mortar-only 
customers to your digital assets.”

Latest Comments 

“Separately, in the lodging 

sector, that business 

traveler customer is still 

down about 10% to 15% 

versus pre-pandemic. The 

road warriors are just not out 

there as much as they were.”

Chad Beynon,
Macquarie Capital (USA) Inc.

“Mixing in the live ops 

capability allows us to elevate 

the engagement of the user, 

which then leads to them 

spending more time in the 

game, which ultimately leads 

to more monetization.”

Joshua J. Wilson,
SciPlay Corporation

“When PASPA was 

overturned in May of 2018, 

that became a really big 

opportunity for gaming 

companies and daily fantasy 

sports-betting companies to 

figure out how to expand 

their audience ...”

Jay Snowden,
PENN Entertainment, Inc.
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CHAD BEYNON is a Managing Director and Head of U.S. Research at Macquarie 

Capital (USA) Inc. Since 2007, Mr. Beynon has headed its consumer sector coverage 

and has been conducting research and publishing reports on gaming, lodging and 

movie theater companies. In 2012, Mr. Beynon received recognition as one of 

Institutional Investor’s Rising Stars of Wall Street in gaming and lodging as voted on 

by corporate clients. Prior to joining Macquarie, Mr. Beynon worked at Prudential 

Equity Group covering the beverage sector, followed by the gaming sector. Mr. Beynon graduated from the 

University of Maryland, double majoring in finance and logistics/supply chain management.

SECTOR — LEISURE
(AKF803) TWST: Would you start by giving us a snapshot of 
your coverage universe?

Mr. Beynon: I cover all 
things gaming — land based, 
online, and the vendors — gaming 
meaning gambling. I also cover 
the lodging industry as well as the 
movie theater industry.

TWST: There are a 
few sub-segments there. But 
overall, how are the companies 
in your space faring in what 
has been a rough equities 
market, in terms of stock 
valuations, investor sentiment 
and the like?

Mr. Beynon: It’s been 
an interesting time, because the 
fundamentals of these businesses, 
particularly in the United States 
— Las Vegas, regional gaming, 
sports betting, and even the hotel 
industry have held up extremely 
well in the face of rising interest 
rates, a stronger dollar, and massive 
inflation. So the fundamentals 
have performed very well and 
continue to perform well, and this 
is what we actually saw during the 
last global financial crisis.

That said, the stocks have not performed in line with the 
fundamentals. Across our industry, we’ve seen underperformance 

against the larger indices. The land-based businesses year to date 
are down between 25% and 50%, pretty consistent within the 10 to 

20 stocks that fall into that sector. 
The online space, sports betting 
companies, which are relatively 
new for investors, have 
underperformed even more, so 
those stocks are down closer to 
50%, some of them even more on 
a year-to-date basis.

As we turn to the 
lodging names, those have 
outperformed the S&P slightly, 
and I think part of that is just the 
business model and a very strong 
leisure customer. Anyone who’s 
traveled this summer knows that 
hotel rates have risen significantly 
and there’s been little push back 
from the leisure consumer. So, 
yes, it’s an interesting time, 
because the fundamentals have 
not really mirrored the stock 
valuations, which have come 
down somewhere around 30% on 
most valuation metrics that we 
look at across these sectors.

TWST: Have these 
companies fully recovered from 
the impacts of the pandemic?

Mr. Beynon: Most 
have. The one industry within our coverage universe that has not 
has been the movie theater space. There are other dynamics at play 

Sport Betting Businesses Growing More Profitable

A N A L Y S T  I N T E R V I E W

C H A D  B E Y N O N  —  M A C Q U A R I E  C A P I T A L  ( U S A )  I N C .

Highlights

Chad Beynon covers gaming, lodging and movie 
theater companies. According to Mr. Beynon, Las 
Vegas, regional gaming, sports betting, and the 
hotel industry have held up extremely well in the 
face of rising interest rates, a stronger dollar, and 
inflation; however, the fundamentals have not been 
mirrored in the stock valuations, which have come 
down around 30%. He says that online sports betting 
companies are down closer to 50%, but notes that 
these companies lost a lot less money than analysts 
were expecting and are becoming profitable two to 
three years after sports betting is legalized in a given 
state. Mr. Beynon says that during inflationary 
periods, discretionary companies can often 
successfully pass through the costs to the consumer, 
but he is watching for the effects of a very tight labor 
market. He says he doesn’t think the movie theater 
space will ever recover to pre-pandemic levels.
Companies discussed: DraftKings (NASDAQ:DKNG); 
MGM Resorts International (NYSE:MGM); Caesars 
Entertainment (NASDAQ:CZR); PENN Entertainment 
(NASDAQ:PENN); IAC (NASDAQ: IAC) and Everi 
Holdings (NYSE:EVRI).
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such as product pipeline and streaming competition. Studio product 
is critical and that has not fully recovered. At times, we’ve seen 
strong demand, particularly around Top Gun, but then we look at 
what’s happened in September, and it’s been one of the worst 
Septembers in terms of box office attendance.

In the other sectors, I would say, domestically, things 
have absolutely recovered to pre-pandemic levels. There has been a 
little bit of a hesitation for an older customer — I’d say 55 and up, 
particularly the 65 and up age group — 
not coming back to the out-of-home 
experiences as much as they had pre-
COVID. That was temporarily 
replaced with a younger customer, and 
overall a customer who’s spending 
more at casinos, at hotels, etc.

Separately, in the lodging 
sector, that business traveler customer 
is still down about 10% to 15% versus 
pre-pandemic. The road warriors are 
just not out there as much as they 
were. I think part of that is just the messaging from companies in 
terms of work-from-home versus return-to-office policies, and 
better technology somewhat replacing maybe that extra travel trip 
per year for the business customer.

TWST: How big of a concern is this inflationary 
environment we’re in and the potential impact on both business 
spending and consumer discretionary funds?

Mr. Beynon: Generally what we’ve seen during rising 
inflationary periods is that many discretionary companies can 
successfully pass through the costs to the consumer. But that said, it’s 
a very tight labor market, particularly for highly skilled service 
employees, and it’s something that we’re certainly watching. The 
margins for these businesses in the recent quarters have been near 
record levels. The big concern is around margin pressure if revenues 
do decline. Will they be able to reduce the expenses? And we’ve 
started to see, in other industries, layoffs ahead of potentially 
decelerating revenues. But, yes, that’s going to be a major component.

Within my coverage universe, labor accounts for about 
20% of revenues, and labor costs are up mid-to-high single-digits. 
Most of the other expense components are less variable. In 
addition, with higher fuel and energy prices, that could impact 
margins and even overall demand for travel. But as I’ve noted, we 
haven’t seen that be yet.

TWST: So what stood out for you from second-
quarter earnings in terms of the numbers, especially with the 
year-over-year comparisons companies were facing, and just in 
terms of tone of management comments?

Mr. Beynon: I’d say the biggest surprise came from the 
sports betting companies. This is an industry where the goal right 
now is to acquire customers, and customer acquisition usually 
comes through heavy marketing and promotions, and that has led to 
pretty significant losses for the leaders in the industry, particularly 
DraftKings (NASDAQ:DKNG).

What we saw in the second quarter was a closer 
inflection point, where these companies lost a lot less money than 
analysts were expecting. So that showed us that, firstly, there was 

discipline around the marketing and the promotions. Secondly, the 
playbook is working, where companies are becoming profitable in 
two to three years in each state.

As a reminder, sports betting has only been legal in the 
United States, outside of Nevada, for four years, so we’re still in the 
early innings. Currently, 50% of U.S. citizens can wager on sports 
betting, but it’s a brand-new industry, and it’s an industry where the 
companies have lost money early on. So I’d say that was probably 

the biggest surprise.
Outside of that, the 

fundamentals were just extremely 
stable and consistent. Those were two 
adjectives that were used on pretty 
much every earnings call within the 
sector, with management teams just 
saying, “We’re not seeing any decline 
in the consumer patterns. A little bit 
of weakness on that low-end 
consumer, and very stable strength 
from that high-end consumer.”

But, yes, I would say the biggest surprise has been on 
that sports betting business model becoming more profitable. And 
those stocks, as I mentioned, have probably had the biggest 
variability during the past couple of years, particularly DraftKings, 
which is kind of the bellwether in the space. That stock went from 
$10 up to $70 and then it came back down to $10, during a two-
year period since it came public in 2020.

TWST: When third-quarter earnings are reported, what 
are you going to be looking for or paying the most attention to?

Mr. Beynon: Understanding the inflation impact is critical. 
Despite the industry faring well during the last global financial crisis, 
we want to understand if this time is different. We want to further 
understand levers that the companies can pull to offset headwinds.

And then for the lodging industry, at the end of the 
summer, that’s when business travelers really start to improve 
travel. Children are back in school, the weather starts to ease a little 
bit, and there’s a time where people get back on planes and meet 
with important clients in their sectors. So that’s something for the 
lodging industry that we’ve been waiting on. Group, banquet and 
wedding events are really starting to pick up, but it’s that standard 

“There has been a little bit of a 
hesitation for an older customer — I’d 

say 55 and up, particularly the 65 and up 
age group — not coming back to the out-

of-home experiences as much as they 
had pre-COVID. That was temporarily 

replaced with a younger customer, and 
overall a customer who’s spending more 

at casinos, at hotels, etc.”

1-Year Daily Chart of MGM Resorts International 

Chart provided by www.BigCharts.com
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business traveler, roller bag type client that we’re waiting to learn 
more trends about, and that starts in earnest in September.

I would say the last thing is M&A. Mergers and 
acquisitions have essentially been on pause during the past six 
months. This is an industry historically that’s been very active on 
the land-based side and the digital side, and there’s a lot of 
technology that still needs to be improved. We’ve seen a few 
acquisitions, but nothing major in the space.

What are companies going 
to do with this capital? Are they 
going to repurchase stock, invest in 
their business or transact in 
inorganic growth? While it’s always 
nice to see companies buy back 
stock, I think investors want to see 
these companies position themselves 
for the next five years, and if that 
comes through an acquisition, I 
think that’s the way to do it.

TWST: Are there 
particular companies we’re more 
likely to see this sort of activity from?

Mr. Beynon: Within our universe, MGM (NYSE:MGM). 
MGM is the largest player in Las Vegas, they control 40% of the Las 
Vegas Strip, and they’ve historically been more focused on United 
States casino operations. They’ve expanded into Asia and they’re 
looking to expand into Japan. But a big change in their mission 
statement or philosophy is to become a global digital company. 
They’ve done a very good job in the last couple of years in the U.S. 
They did make a medium-sized acquisition recently in the digital 
space and we would like to see them make a larger acquisition.

Another company would be DraftKings. They believe 
that they can continue to do things organically. They did make 
one acquisition earlier in 2022. But right now, it’s largely a 
domestic sports betting company. I believe they want to get 
bigger in NFTs, in the overall marketplace of this growing 
sector, and then maybe other industries like tickets, and also 
look to broaden beyond North America.

Lastly, Caesars Entertainment (NASDAQ:CZR). 
They’re looking to actually reduce their Las Vegas exposure to 
help with their debt load. They went through a major acquisition 
about two years ago, and they’re still feeling the effects of rising 
interest rates in their business model, so they’re looking to sell one 
or two of their Las Vegas assets.

So, those are three of the companies: MGM, 
DraftKings and Caesars. We actually like these three companies, 
and I also think they could be active in terms of selling or buying 
assets in the next year.

TWST: What are your top stock picks right now 
and why?

Mr. Beynon:  I’d say, first, PENN Entertainment 
(NASDAQ:PENN). PENN Entertainment is one of the largest 
gaming companies in the United States. They generate about $4 of 
free cash flow per share per year, and this is a stock trading under 
$30, so that implies a double-digit free cash flow yield. What PENN 
has done in the past two years is they’ve made acquisitions, about 

$2 billion worth, for Barstool Sports and also theScore. These two 
acquisitions improve their media and sports betting and iGaming 
offerings, and I think their strategy is just being laid out right now.

So I really like this name, given that they have relatively 
low leverage, it’s a value stock because of the free cash flow that 
they generate on the land-based side, and then they have a growth 
dynamic opportunity with sports betting and iGaming — which, as 
I mentioned, that’s a 30% grower through 2030, so I want 

companies that are exposed to that.
The second one would 

probably be MGM Resorts. I think 
they’ve done a very nice job 
recovering post the start of COVID. 
They’re also looking to diversify 
their business away from Las Vegas. 
And they have important 
shareholders like IAC (NASDAQ: 
IAC), which has been a leading 
shareholder in the digital space. 
Having board members and 
shareholders like IAC help shape 

and control the MGM narrative is important, I think, and that’ll 
help them expand into other digital areas.

Currently, MGM generates about 50% of their profits in 
Las Vegas, and the rest in other parts of North America and China. 
And China is just opening up — that has been the hardest hit part 
of gaming globally during COVID because they had the strongest 
quarantine rules, and now here we are in the fourth quarter of 2022, 
almost two years after COVID began, and they’re just now starting 
to relax these measures. So I think MGM would benefit from a 
good business model, low leverage, improving China dynamics, 
and then also this opportunity to grow digitally.

And then I’d say the third one we like is Everi Holdings 
(NYSE:EVRI).  This is a company that is the leader in cash 
deposits and withdrawals in the gaming space, and what they’ve 
done is they’ve invested a lot of their time and money into 
becoming the leader in cashless gaming. Currently, in most parts 
of our lives, we can use our mobile phone to buy our coffee, buy 
our lunch, buy our dinner, pay for things pretty much everywhere. 
Gaming is still one of the industries where a lot of it is still dealt 

“And then I’d say the third one we like 
is Everi Holdings (NYSE:EVRI). This is a 

company that is the leader in cash 
deposits and withdrawals in the 

gaming space, and what they’ve done 
is they’ve invested a lot of their time 
and money into becoming the leader 

in cashless gaming.”

1-Year Daily Chart of PENN Entertainment, Inc. 

Chart provided by www.BigCharts.com
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with in physical cash, and I think that’s going to be moving quite 
quickly over the next few years.

The gaming industry in North America, it’s an almost  
$100 billion industry, and most of that is transacted with cash. I 
think Everi could be the leader in terms of mobile and cashless 
technology, so that’s one company that I think is well positioned as 
we move forward in this touchless type of environment.

TWST: What areas are you most cautious about?
Mr. Beynon: I’d say the movie theater industry has 

certainly not recovered as fast as we would have liked heading into 
COVID. This industry was actually performing extremely well, and 
now we’re seeing an environment where one of the largest 
companies recently announced that they’re looking for bankruptcy 
protection. A few of the other companies are facing rent negotiations 
where they may have to exit certain markets. And really, the product 
just hasn’t been there as much as we would have liked.

While there is certainly a backlog of really strong movies 
for the next year, going through monthly periods where there’s been 
an absence of product has really hurt the model, and what we’ve 
seen is, unless there are these big blockbuster titles, the consumer 
just doesn’t want to go to this out-of-home experience.

So I’d say that’s probably been the one area within our 
coverage universe where we don’t expect a situation where the 
industry will ever recover to pre-pandemic levels. They’ve been 
able to increase prices on concessions and tickets, and I think the 
core moviegoers continue to want to experience this out-of-home 
product, but the blurred line between streaming and all of the 
subscription plans versus the out-of-home box office experience is 
becoming much closer, and that window between the two has 
always been the most important thing in the industry.

The time between when you can watch a movie at the 
box office versus at home historically used to be 90 days. Now, 
it’s about 45 days, and in many instances it’s less than that. I think 

that’s been the number-one thing that’s hurt the industry and will 
continue to hurt it going forward.

TWST: Is there anything else you’d like to add?
Mr. Beynon: One thing that always comes up is, most of 

these companies are really strong free cash flow generators, so 
historically they’ve had higher levels of debt. After the global 
financial crisis, a lot of these companies changed their strategy in 
terms of how much debt they would put on their balance sheets, and 
they said, “We won’t get back to those levels that we were pre-
global financial crisis”— so during the 2000 to 2010 period.

Well, some of those companies actually weren’t very 
disciplined, and they decided to add on these levels of debt. I think 
that’s one of the things that has certainly hurt these companies 
during 2022. Incredible business models, and the top line has 
certainly been better than what we expected, almost universally, but 
it’s been the level of debt that some of these companies have put 
back on that has hurt some of the multiples.

We like the industry because it’s a value space, and there 
is good free cash flow generation. But then we also really like the 
new growth dynamics with sports betting and iGaming becoming 
a 30%-plus grower, we believe, for the next decade. I think that’s 
something that investors really didn’t have in this space, and this 
is something that I think will drive valuations for the next decade 
for the winners in the space.

TWST: Thank you. (MN)
 

Note: Opinions and recommendations are as of 9/26/22.
 
CHAD BEYNON
 Managing Director & Head of U.S. Research
 Macquarie Capital (USA) Inc. 
 www.macquarie.com
 email: chad.beynon@macquarie.com
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DAN WASIOLEK is a senior equity analyst for Morningstar Research Services LLC, a wholly 

owned subsidiary of Morningstar, Inc. He covers lodging, online travel, global distribution 

system, and gaming operators. Before joining Morningstar in 2014, Mr. Wasiolek spent 16 

years as an analyst and portfolio manager covering U.S. mid- and large-cap strategies for 

Driehaus Capital Management. Mr. Wasiolek holds a bachelor’s degree in business 

administration from Illinois Wesleyan University and a master’s degree in business 

administration, with a concentration in finance, from the DePaul University Kellstadt School of Business.

SECTOR — LEISURE
(AKF801) TWST: Market conditions were dramatically different 
last time we spoke in 2016. 
Please introduce your 
coverage, with a broad look at 
how the space has evolved.

Mr. Wasiolek: Yes, 
the world is certainly a 
different place since we last 
spoke several years ago, 
although we would argue that 
the ingrained human desire to 
travel has endured. I follow the 
hotel operators like Marriott 
(NASDAQ:MAR) and Hilton 
(NYSE:HLT), the online travel 
companies like Airbnb 
(NASDAQ:ABNB) and 
Expedia (NASDAQ:EXPE), 
the global distribution system 
players that list and sell airline 
content, and then also some of 
the gaming operators like 
MGM (NYSE:MGM) and 
Caesars (NASDAQ:CZR).

TWST: Over the 
past couple of years since 
COVID hit up until now, 
what have been the most 
impactful trends and themes?

Mr. Wasiolek: 
When COVID hit, obviously, 
demand for travel waned 
dramatically. For instance, in April 2020, U.S. hotel demand was at 
just 20% of 2019 levels. And then from the nadir of that point, we 

saw a recovery in travel that was led by alternative accommodations, 
as people wanted to travel, but they just weren’t comfortable 

traveling by air or staying on 
cruise ships or in hotels. So 
instead, many traveled by road 
and favored the social 
distancing that alternative 
accommodations and full-size 
homes offered. So what we 
saw was that alternative 
accommodations and vacation 
rentals led the travel demand 
recovery in 2020.

But once vaccines 
started to be distributed, in 
2021 we began to see travel 
return to urban areas and 
hotels again. And that’s 
continued now in 2022, with 
a broadening out to 
international travel demand. 
So currently leisure travel is 
enduring, and now it’s being 
augmented by a return of 
international travel, with 
business and also group 
travel rebounding.

So the ingrained 
desire to travel is there, and 
there’s still some pent-up 
demand for more travel. 
Additionally, we think that 
remote flexibility is going to 

help travel demand. And in the future, the areas of strength will 
probably continue to be in areas like alternative accommodations.

Remote Work Flexibility Gives Rise to “Bleisure” Travel

A N A L Y S T  I N T E R V I E W

D A N  W A S I O L E K  —  M O R N I N G S T A R  R E S E A R C H  S E R V I C E S  L L C

Highlights

Dan Wasiolek covers lodging, online travel, global 
distribution system, and gaming operators. According to 
Mr. Wasiolek, the demand for leisure travel post-COVID 
remains strong and is now being augmented by the return 
of international travel, with business and group travel 
rebounding as well. In addition, he notes that people 
working from home or in a hybrid work environment are 
taking “bleisure trips” that combine work and leisure 
activities. He believes that going forward, alternative 
accommodations will continue to be a strong segment of 
the travel market. Although Mr. Wasiolek does not 
anticipate a recession, he believes there is still some pent-
up demand for travel, which would support the sector if a 
mild recession were to occur. He also notes that demand 
for gaming, which has remained very strong in the U.S., 
would likely also hold up during a mild recession.
Companies discussed: Marriott International 
(NASDAQ:MAR); Hilton Hotels Corporation (NYSE:HLT); 
Airbnb (NASDAQ:ABNB); Expedia Group (NASDAQ:EXPE); 
MGM Resorts International (NYSE:MGM); Caesars 
Entertainment (NASDAQ:CZR); Booking Holdings 
(NASDAQ:BKNG); Accor S A Sponsored France ADR 
(OTCMKTS:ACCYY); Sabre Corp. (NASDAQ:SABR); 
Amadeus IT Group ADR (OTCMKTS:AMADY) and Choice 
Hotels International (NYSE:CHH).
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TWST: How will the surrounding economic 
environment — possible recession, inflation, and any other 
current trends and themes — impact the space?

Mr. Wasiolek: Morningstar currently does not expect a 
recession in the U.S., although we do expect very low economic 
growth in 2023. But if a mild recession were to occur, this might not 
follow the patterns that we’ve seen historically, like in the early 
1990s, when a mild recession dipped U.S. hotel demand by several 
percentage points. Now, although 
demand has recovered from pandemic 
lows, we still think demand remains 
several percentage points below the 
normalized trend line. So even if we 
get a mild recession that typically 
would contract hotel demand by 
several percentage points, we actually 
think that’s kind of where we are 
already, and that signals that there’s 
still some pent-up demand.

And then in addition to that 
pent-up demand there is the trend related to remote worker 
flexibility, which is something in this cycle that was not around in 
previous cycles that could aid this rebound, or continue to allow a 
recovery in travel demand.

As far as regulatory headwinds, the one that could come 
back is local governments restricting supply of alternative 
accommodations. We did see that pre-pandemic, as local governments 
wanted to make sure that the quality of life of its residents were not 
overly impacted by units being rented out instead of given to residents 
to live in. But we’ve actually seen that regulatory headwind reduced 
during the pandemic. And we think that trend might continue, at least 
in the near term, as a lot of local governments are probably depending 
on travel demand for economic revenue, especially if we’re going to 
go into a period of slower economic growth.

TWST: Please share a closer look at how the increased 
work-from-home trend has impacted your travel coverage? 

Mr. Wasiolek: With more people working at home or in 
a hybrid work-from-home environment, that’s allowed them to 
work from any location, and take what’s sometimes referred to as 
“bleisure” trips, where you might be working, but you’re also kind 
of taking a longer weekend with a family. In support of this, hotel 
data shows increased demand for what are called shoulder days. So 
you know, you have the weekend — Saturday and Sunday — and 
then the shoulder days would be Monday and Tuesday, and before 
the weekend, Thursday. So weekend hotel demand has been 
extending into these shoulder days, which is signaling that people 
are combining work with leisure type trips.

Further, both sentiment surveys and travel surveys indicate 
that people are taking incremental trips because of current worker 
flexibility. So, to the degree that that remote flexibility endures, we 
think that that can allow for those incremental trips to continue to occur.

TWST: Has that term “bleisure” been coined by 
Morningstar?

Mr. Wasiolek: No, it just gets floated around a little bit. 
But another point related to remote working and bleisure travel is 
that when you think of the sectors or industries that have more 

flexibility to work remote or hybrid, it’s in those occupations that 
are tied to, for example, finance, or some of the industries that tend, 
on average, to see an above-average household income in the U.S., 
which also would be favorable from an economic standpoint.

TWST: Is bleisure considered a subsector? Any related 
names where you see a strong buying opportunity? 

Mr. Wasiolek: So the bleisure trend touches a lot of the 
travel industry — the hotel guys, the alternative accommodation 

players, and even the travel companies 
exposed to airline transactions. And 
one name in online travel is 
Booking.com, which is the main core 
platform for the company Booking 
Holdings (NASDAQ:BKNG). They 
have a really strong online travel 
network globally, where you can go 
and book all types of travel supply, like 
hotel or alternative accommodations, 
flights, experiences and so on. So we 
think Booking shares actually trade at 

about a notable discount to our $3,000 per share valuation. This 
discount is despite Booking being a really high-quality business and 
management team that continues to see strong demand.

That said, one headwind for the company would be 
currency, but we just think that their execution, the amount of 
demand recovery that they’ve seen, both for traditional hotels and 
alternative accommodations, has been indicating that they’ve been 
taking share during the pandemic. A lot of people are familiar with 
Airbnb when it comes to vacation rentals, but might not realize that 
the number-two player in alternative accommodations is actually 
Booking Holdings. They have about half of the share of Airbnb in 
that vertical. And alternative accommodations probably represent 
about a third of Booking Holdings’ total room nights. So that 
would be one name that could benefit from this bleisure environment.

TWST: Looking at Booking Holdings compared to 
Airbnb, what is its competitive edge related to why someone 
might choose it over Airbnb?

Mr. Wasiolek: So, when you look at network advantages — 
which we think both Booking and Airbnb have — the network is 
kind of built by a lot of travelers going to that platform. And they’re 

“So we think Booking shares actually 
trade at about a notable discount to 
our $3,000 per share valuation. This 
discount is despite Booking being a 

really high-quality business and 
management team that continues 

to see strong demand.”

1-Year Daily Chart of Caesars Entertainment Inc. 

Chart provided by www.BigCharts.com
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going there because there’s a lot of supply from travel operators 
offering hotel content and other accommodations. So people might go 
to Booking versus Airbnb for several reasons. Booking.com is a top 
10 travel app in about 140 countries in the world. That compares with 
Airbnb which is a top 10 travel app in about 80 countries in the 
world. And the demand that Booking has stems from the fact that 
Booking is really well known in European countries and international 
countries, maybe even more so than Airbnb.

And in addition to Booking 
having alternative accommodations, 
they also have pretty much every 
hotel type room that you could think 
of, which is not something that’s 
present on Airbnb. So if you’re 
looking just for alternative 
accommodations, you’re going to go 
to Airbnb and maybe Booking. But if 
you’re not sure and you want to look 
at both hotel and alternative 
accommodations, you’re probably 
better off looking at Booking 
Holdings, especially from a global perspective.

And so Booking Holdings would be the one that we 
would highlight first in our travel coverage, because of the discount 
that we think it’s trading at relative to our $3,000 per share 
valuation. And we think it’s earned our top rating, also just because 
of the quality of its competitive position.

TWST: Can you share a view to the other subsectors 
you follow, with a few of your related top names in each area?

Mr. Wasiolek: So, turning to the hotel operator industry, 
we think if you just look at the best positioned operator that’s 
Hilton Hotels, although we would argue that Hilton is currently 
fairly valued right now. So one name that we also think has a 
strong brand globally, that is trading at a discount, would be 
Accor Hotels (OTCMKTS:ACCYY). They are an international 
hotelier, trading on the Paris index. So a lot of people might not 
be familiar with Accor, but it does trade at a material discount to 
our EUR37.50 per share valuation.

We think the reason it trades at a discount relative to some 
other names is because investors are concerned right now with Asia 
and Europe’s economic growth, which is most of Accor’s exposure. 
However, travel industry demand in Europe has been as strong, if 
not stronger than the U.S. recently. So we think there’s a little bit of 
a misconception. Europeans love to travel. And the dollar being 
stronger is driving a lot of Americans to travel to Europe. So 
European travel demand is actually really strong right now.

And then in Asia, there’s concern with China’s continued 
zero COVID-19 restrictive policy. But Accor’s Asian exposure is 
predominantly Australia, which has opened up its economy and 
has seen a good recovery in its travel demand. So we think that 
investors are maybe misunderstanding what’s happening with 
Accor’s European and Asia exposure, which actually is doing 
quite well. So Accor Hotels would be one name that we would 
highlight within hotels.

Then in the global system distribution industry there are 
companies like Sabre (NASDAQ:SABR) and Amadeus 

(OTCMKTS:AMADY). This industry is an oligopoly where 
Sabre and Amadeus platforms host global airline content. So, for 
example, when you book airline content through Expedia, that’s 
actually Expedia sourcing that content through Sabre or Amadeus 
in this global system distribution area. This area is also historically 
more tied more to business travel. And business travel recovery 
has lagged the recovery we’ve seen in leisure, but it is improving 
now. And so Sabre could be a late-cycle kind of travel recovery 

play, which currently trades at a 
meaningful discount to our $15 per 
share valuation.

And besides business travel 
having lagged leisure trips in the 
industry recovery to date, another 
reason Sabre has so dramatically 
underperformed is that it has a lot 
more debt on its balance sheet than a 
lot of travel companies. And given 
the environment we’re in right now, 
there is concern that credit markets 
could start to tighten and that it 

might be tougher for Sabre to pay or refinance its debt down the 
road. That said, Sabre doesn’t have any debt due until 2024. And 
we think that given where demand is, and where we think it’s 
headed, Sabre is going to have more than enough demand and 
cash flow to meet debt payments.

So we think the current share price is factoring in too 
much pessimism for the recovery in business travel and the 
company’s debt position over the next few years.

TWST: Any other names you like?
Mr. Wasiolek: Also tied to leisure and travel spend is a 

gaming-related name that we find interesting, which is Caesars, a 
Las Vegas and U.S. regional casino play. It does trade at a large 
discount to our fair value. Pretty similar to Sabre, one of the 
concerns here, again, is that it has a lot of debt. But in our view, it 
has the best management team in the industry. Demand for gaming 
has remained very strong in the U.S. And even in a mild recession, 
although it’s not immune to an economic slowdown, people 
typically continue to gamble more than other discretionary areas. 
And also Caesars is a play on sports betting, which is also a big 

“This industry is an oligopoly where 
Sabre and Amadeus platforms host 

global airline content. So, for example, 
when you book airline content through 

Expedia, that’s actually Expedia 
sourcing that content through Sabre 

or Amadeus in this global system 
distribution area.”

1-Year Daily Chart of Booking Holdings Inc. 

Chart provided by www.BigCharts.com
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growth area too with the company’s app and physical casino 
locations placing it in a position to benefit.

TWST: What has impressed you about Caesars’ 
management team? Any recent moves that have significantly 
improved its competitive position?

Mr. Wasiolek: Yes. So Caesars actually merged with a 
company called El Dorado in 2020. And so the team now at 
Caesars is the legacy team from El Dorado. And that management 
team took the legacy El Dorado business from three casinos to 20 
or 30 casinos before merging with Caesars. And they’ve shown 
time and time again that they could integrate large acquisitions, get 
a lot of cost synergies and generate strong free cash flow from 
integrating those acquisitions. And then they were able to take that 
cash flow from that successful integration and pay down debt to the 
point where they could then go and acquire another company.

So it was kind of a build-up acquisition model that was 
executed really well by management. And El Dorado’s return on 
investment capital was about two or three times what legacy 
Caesar’s return on investment capital was pre-pandemic, which 
just kind of indicates that the management team was able to execute 
better within the same U.S. gaming market and generate stronger 
returns for its shareholders.

TWST: As you look into the last quarter and maybe 
even into 2023, what worries you? What are any risks that 
you see ahead?

Mr. Wasiolek: The number-one risk absolutely is that we 
still don’t know what’s going to happen with economic growth and 
inflation, and how the Fed’s policy will influence overall economic 
growth. So, while Morningstar’s economic view is that we’re still 
going to have more than 1% GDP U.S. growth in 2023, followed then 
by re-accelerating growth in 2024, it’s tough to know with a high 
degree of confidence if we end up going into a recession and if we do, 
how long it lasts and how deep it goes. And if we do have a deep and 
long-lasting recession that will impact travel companies and 
discretionary spending. So that would be the top concern by far.

Another concern to watch is currency. But this is less of a 
concern because it is non-operational and it tends to be temporary. 
But for a company like Booking Holdings, this would be a 
potential near-term headwind, because they book a lot of 
international business that then gets converted back into the 
stronger U.S. dollar, which will lower the reported revenue growth 

in the near term. It’s probably a headwind, at least for the next two 
quarters or so for the company. But, again, that tends to be 
temporary. So those would be the two macro concerns.

TWST: Are there any notable highlights from recent 
earnings reports or guidance going into fourth quarter that 
you’d like to share?

Mr. Wasiolek: Even as recently as last week, some 
travel operators report that thus far they haven’t seen any 
contraction in demand for travel. That collaborates with the 
weekly data that we’re getting on our end, which also shows that 
there hasn’t been a pullback in travel demand. And going back a 
month or month and a half ago when these companies were 
reporting their second-quarter results, a lot of companies like 
Marriott and Hilton were actually saying that they expect 
demand to continue to improve in the second half of 2022. Not a 
lot of commentary on 2023 other than favorable expectations for 
group bookings and business travel demand to come back.

So I would say again that travel demand continues to 
endure and the main risk to that is going to be what happens with 
the macro economy. And at this point, our view is that even if there 
is some slowing economic growth, you’re still going to get some 
travel demand growth for the rest of this year and in 2023.

TWST: What’s the level of M&A you’re seeing? 
Have there been any important M&A deals that investors 
should be aware of?

Mr. Wasiolek: Mostly small M&A. For example, Choice 
Hotels (NYSE:CHH), which is exposed to leisure travel more than 
business, did recently acquire the Radisson brands in the Americas 
region. It’s a smaller acquisition. And we did like that acquisition. We 
think it’s going to add some unit growth potential for the company at 
a higher room night price point and they got it at a pretty good 
valuation. But there’s nothing really on our radar for M&A.

TWST: Thank you. (VSB)
 

Note: Opinions and recommendations are as of 9/13/22.
 
DAN WASIOLEK
 Senior Equity Analyst
 Morningstar Research Services LLC
 (312) 696-6000
 www.morningstar.com
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SECTOR — LEISURE
(BDW602) TWST: I know Canterbury Park started business 
with its namesake race track, but would you give us an 
overview of the company’s history and how your business has 
expanded over the years?

Mr. Sampson: When we bought the track in 1994 it 
was live racing along with simulcasting, which at that time, was 
a significantly profitable business. From the beginning, we knew 
that for racing to make sense in Minnesota we needed to have a 
shorter race meet, and we needed also to try to develop more year-
round entertainment to utilize what really is a unique facility, a 
very nice and multi-purpose grandstand building that can be used 
for lots of other off-season events.

So our first direction was to bring back racing, and then in 
1999 we passed legislation to allow card room gaming, which was 
defined as non-bank at the time but has since been softened. With 
non-bank, we were able to do primarily poker, but also at that time 
we were able to do blackjack in a variation where we were charging 
a collection, so it was not exactly blackjack. The poker room did 
well and began to improve our profitability. Of course, in the mid-
2000s, there was a huge run up in poker driven by the profitability of 
the World Poker Tour and World Series of Poker, and so that became 
a very profitable and growing business for a while.

While that eventually leveled off and then there was a 
decline in poker, as that was taking place, we were able to change 
the regulatory structure to be able to offer blackjack and the other 
table games in a way that is how everybody else is able to do it, 
where you’re not charging a collection. So we were able to get 
into real table games, not only cards, which has been a very good 
growth area for us for the last 10 years or so. It’s been where 
most of our operating profits and growth in revenues has come 
from — table games growth.

We continue to add more events in catering and 
entertainment. But we have seen a decline in poker, and we’ve seen 
a decline in simulcasting as people are more and more using online 
wagering, and horse racing has become the predominant handle 
driver, leading to a decline in our on-track business.

Importantly, a few years ago we were able to pass 
legislation that allowed us to get revenues from the ADWs, from the 
companies that are taking horse race wagers. The online companies 
taking horse racing wagers in Minnesota now are required to pay us 
a fee, and that goes to support the horsemen.

The other major development in terms of a transformational 
aspect of the business was in 2012. We signed an agreement with 
the owners of Mystic Lake, the Shakopee Mdewakanton Sioux 
Community. We have had a very good relationship over the last 
10 years, where they have been providing significant first-hand 
marketing resources. In the last few years, it’s up to a total of $9 
million a year in purses and marketing funds to support live racing 
at our facility, and that has been very positive for the horse industry 
and purses and supporting our live racing product. But it didn’t 
allow a lot of direct benefits to the shareholders.

In terms of the contract, what the tribe was bargaining for 
with their payments to Canterbury was for us to not seek additional 
forms of gaming at Canterbury. So, while the tribal marketing 
agreement has been good for racing, it has kept us from pursuing 
sports betting or the addition of historic horse racing machines or 
slot machines which have been successful in subsidizing other race 
tracks around the country.

The agreement expires at the end of this year, December 
31, 2022, and so we are at a bit of an inflection point as a company 
as to what direction we go from here in terms of long-term strategy. 
Does it make sense to continue to work with the tribe and continue to 
have the restriction, or is there an opportunity, when the agreement 
expires, to start to talk about other types of gaming that could be 
beneficial to the horse industry and to Canterbury?

TWST: So it sounds like there hasn’t been any decision 
then in terms of how to proceed when that agreement expires. 
Is that correct?

Mr. Sampson: That is correct. To be clear, we are 
still in discussions with SMSC. Our board is still looking at the 
alternatives. We are doing some more formal strategic planning 
to look at our long-term opportunities and help guide us in this 
process. But yes, the deal is expiring and at this point, no decision 

RANDALL D. SAMPSON  has  been  President  and  Chief  Executive  Officer  of 
Canterbury Park Holding Corporation since its formation in March 1994 and General 
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Racetracks of America. He  is  also past President of  the Minnesota Thoroughbred 
Association. Mr. Sampson also  currently  serves as  a director of Communications 
Systems,  Inc.  (NASDAQ:JCS),  a  manufacturer  of  telecommunications  and  data 
communications  products  based  in Minnetonka,  Minnesota.  Mr.  Sampson  is  the 
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has been made as to whether we will be extending that agreement 
or whether that agreement will expire on December 31.

TWST: It seems one area of growth for you is 
Canterbury Commons, the development that you’re pursuing on 
land surrounding the race track. Could you tell us a bit more about 
that? What kinds of uses? Where in the development process are 
you? How do you see it complementing the race track operations?

Mr. Sampson: Great follow-up question, because in the 
discussion about the business operations I was focused on Canterbury 
Entertainment, the gaming and entertainment business, and not 
Canterbury Development, which is a separate subsidiary. It is all 
under the same public company, so anyone who’s a shareholder in 
Canterbury Park Holding Corporation has the assets and operations 
of both the Entertainment and Development.

On the Development side, we had originally about 400 
acres in an area right on the freeway in very high-growth Scott 
County and Shakopee, both of which are very rapidly growing 
communities on the outer ring suburbs. So we have been working 
for the last almost 10 years on trying to set a course for developing 
that property, and the first piece was we were able to get Tax 
Increment Financing. In 2018, the Shakopee City Council created a 
TIF District which allowed us over $30 million worth of support to 
be able to put in the infrastructure such as roads and storm water and 
other utilities to facilitate the development.

It has been, I believe, a good mutually beneficial public-
private partnership, where it’s allowed us to really put in a great 
road system, beautiful boulevard with landscaping and medians 
that has really transformed the look of the area and just the 
infrastructure of being able to get the traffic in and out. So that 
was the first piece, and then we sold 30 acres or so for a warehouse 
that wasn’t part of the development.

We need about 200 acres for the racing as it currently exists, 
with parking lots and grandstands and race track and barn area. So 
that left us with, in round numbers, 150 acres of future development. 
The first 50 acres have virtually been completed. It has been largely 
residential. There are two different apartment buildings and one co-op, 
which is an owner-occupied model, and then there’s also townhomes, 
all of which are under construction, and some are already open and 
leasing up. Then there’s an office building, and we’re putting in a 
restaurant and brewery that will be starting construction this fall. So 
that first phase of 50 acres has gone extremely well.

On both the apartment building and most of the 
development of that area, we contributed the land as partners. Some 
of it was land sales, but for the most part we were looking to try 

to maintain some ownership, have some appreciation opportunity 
and long-term revenue stream rather than a one-time sale, although 
there was some of both. That first phase on our west side has gone 
extremely well, and there are only a couple of parcels remaining. 
There’s also a pre-school that has been approved and is going into 
construction here in the next month or so.

The big game changer for us in the development was the 
agreement to sell roughly 37 acres for a concert amphitheater adjacent 
to the race track. That land sale we expect to close in the next couple of 
weeks, and construction to start this fall on a state-of-the-art outdoor 
music amphitheater that we believe will really energize the rest of 
the development of that area — with the ability to put in some hotel, 
restaurant, other entertainment, maybe some more office.

While the additional development has yet to be defined, we 
do believe that having this amphitheater along with the race track will 
really help create a critical mass and enough of an entertainment 
destination to allow us to move forward with the rest of the project.

We have, as I said, 150 acres, with 50 acres in the first 
development and then we’re selling almost 40 acres, so that leaves 
about 50, 60 acres of future development that we are in the process 
of laying out a plan for. All in all, we’ve been quite pleased with 
the interest from various developers. The first apartments that went 
in, that we’re partners in, are the nicest high-amenity, luxury kind 
of apartments in the area, with the first phase fully leased and the 
second phase under construction.

It’s a little hard, with the investment community, trying 
to articulate valuations for this real estate side of our business. It is 
kind of tricky. Some of it has been land sales, which then you can 
get an idea of what a per-acre/per-square-foot value is. But it’s been 
one of the challenges from the standpoint of our communication 
with shareholders. People understand the gaming business and what 
your EBITDA is and what your operating income is and can put a 
value to that, but it makes valuation of our company a little bit more 
difficult than most because of the real estate.

And, then you’ve got this TIF receivable, because some of 
the TIF was a bond from the city and some of it we had to put up and 
we have a TIF note that will start to be repaid now as the construction 
takes place. We have about $12 million on our balance sheet as a TIF 
receivable that pays a 6% interest rate, and again that’s the kind of 
thing that, when investors are looking at our balance sheet, they have 
a hard time figuring out, what does that really mean? Is that really 
$12 million of asset value? Which in this case, it is. We are very 
confident — the auditors have looked at it and are very confident that 
the development in place will support the repayment of it, but it will 
take 15 or 20 years to get it all repaid.

TWST: In terms of the race track and the card casino, 
has business fully recovered from the pandemic’s impact on 
operations and finances? How are customer visitation and 
spending trending now?

Mr. Sampson: Let me talk about racing first, because there 
are really three different businesses to answer that question. First, 
on the simulcast side, people that come to Canterbury every day to 
bet on races from Santa Anita or New York or Gulfstream Park have 
not really come back. With COVID, people stayed home and started 
betting online. While the simulcast business is better than it was when 
we were shut down in COVID, it has not fully recovered.

“The big game changer for us in the 
development was the agreement to sell 

roughly 37 acres for a concert amphitheater 
adjacent to the race track. That land sale we 
expect to close in the next couple of weeks, 

and construction to start this fall on a 
state-of-the-art outdoor music amphitheater 

that we believe will really energize the rest of 
the development of that area ...”
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Fortunately, we get a portion of the revenue when people 
stay home, though not as much as if they come to the track, but the 
handle on simulcasting is consistent with what’s going on around 
the country. Race tracks and OTBs are just not getting the amount 
of business they used to because people are betting online; it’s just 
more convenient, and they got used to it during COVID.

Live racing has bounced back very well. We just 
completed a very good meet. Our attendance and on-track food and 
beverage and other revenues were up dramatically. Still a little bit 
less than 2019, but very encouraging. And again, it’s partly because 
of the online advance deposit wagering where we had record handle 
this year from people from other states betting on us. So we did set 
handle records, a very good live racing season.

On the card room side with both poker and table 
games — and this is consistent with what we hear from the industry — 
everybody wondered how quick it would come back after a terrible 
2020. And 2021 was just a remarkable year. Particularly from the 
spring of 2021 to the spring of 2022, we saw a remarkable snap 
back, I’ve heard it called, or bounce back. People thought it would 
take a while to rebuild, and it immediately came back to levels that 
were quite a bit better than pre-COVID.

To your question of the players, what we were seeing is 
not necessarily more bodies, but the people that were there were 
higher per cap, people that were more serious players, and probably 
some of that had to do with being unable to get out and do anything 
for a year. There was some pent-up demand. And so that period was 
remarkably positive for everybody, including Canterbury, setting 
record numbers in our card room.

But also consistent with what other gaming companies 
are seeing starting this summer, when you are up against some 
tough comparisons to last year, are slight revenue declines from 
the peak. Also, we’re all seeing increased operating costs for 
everything — labor and utilities and the cost of food and beer that 
we sell. Again we’re consistent, but the last quarter or so we’re 
starting to see that growth on the revenue side either decline or 
at least moderate, and we’re seeing expenses going up. So the 
year-to-year comparisons are a little more difficult, but we’re still 
significantly better than 2019 pre-COVID.

TWST: With the inflationary environment that you 
mentioned, what impact might that have on consumer spending 
and on your industry broadly and Canterbury specifically? 

Mr. Sampson: We are all watching it and have concerns. 
When you talk about inflation and the economy, historically, at least 
for our case and I think generally in gaming, gas prices are an issue, 

and the stock market is also an issue. We have a lot of customers 
who are retired or living on their investments, and when the stock 
market is up, they are feeling they have more disposable income. 
We have seen some of that impact as there’s been a decline in the 
stock market and also an increase in gas prices. There definitely is 
a correlation. There’s always been a question of whether gaming is 
recession proof. In some cases, and with some people, it is. But if 
there was to be a significant recession and reset, everybody would 
be concerned about how that will impact revenues.

And the inflation is certainly impacting us on the expense 
side, particularly labor. It’s just a difficult labor market to find 
frontline hourly workers, a very competitive market, and we’ve had 
to raise wages for our hourly rate people that are cooks and cleaning 
crew and security, those types of jobs — we’re paying 20%, 25% 
more than we did per hour pre-COVID. So we’ve definitely seen a 
change in the labor market.

TWST: You may have addressed some of this already, 
but what would you point to as important takeaways from your 
most recent quarterly results? 

Mr. Sampson: Well, we’re coming up on the end of 
the third quarter, so the last we released was the second quarter, 
and it was extremely positive. The revenue numbers were good, 
and again it was across the board. We were seeing growth in our 
live racing and related revenues like food and beverage, as well 
as card room and handle. And also, just over the last summer, a 
lot of development stuff that I talked about has gone from “we’re 
working on this” to “construction is taking place,” and so we really 
are now starting to see the traction.

There are cranes all over, there’s construction crews, 
there’s buildings going up, and there’s been a lot of work on the 
roads that are still part of this TIF road project. There’s still 
significant road construction that has been going on for the last 
three years all around us to try to improve that infrastructure. But 
really, the second quarter was just really positive: great progress on 
the development side, and very solid results on the entertainment 
gaming side, particularly with table games.

I didn’t really mention poker in the table games, but 
that has also come back better than pre-COVID levels, which was 
encouraging, because previously, in 2015 through 2019, we were 
seeing poker declining by a few percent each year alongside the 
general decline in that industry, and now since COVID we’ve seen 
that bounce back, which was quite encouraging. It hasn’t increased 
at the same percentage as table games, but the fact that we’re seeing 
positive growth compared to 2019 is encouraging, because poker is 
still a very significant part of our business.

TWST: I believe in the early days of the pandemic you 
stopped paying a dividend, but you were able to reinstate that at 
the beginning of this year, correct?

Mr. Sampson:  That is correct. We did suspend our 
regular dividend payments during COVID. During 2020, we were 
shut down for over four of the 12 months. Literally shut down and 
not able to operate at all. When we were operating, you could only 
have 100 people inside, and then 200 people as things progressed. 
So, 2020 was obviously a very difficult year, but we did manage to 
keep our staff intact. We and a lot of the gaming companies have 
learned how to operate more efficiently and eliminate some of the 

“To your question of the players, what we 
were seeing is not necessarily more bodies, 

but the people that were there were higher per 
cap, people that were more serious players, 
and probably some of that had to do with 

being unable to get out and do anything for a 
year. There was some pent-up demand.”
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amenities or things that weren’t really driving profits, so that part 
of it has been positive as far as changing somewhat the way we do 
business in a number of areas. That has helped us ongoing.

TWST: Is there anything else you’d like to point out, 
to make sure readers and investors know about the company?

Mr. Sampson: One of the unique things about 
Canterbury from an investor standpoint is the real estate. 
In addition to the profitable and growing business that does 
generate a good cash flow and allows us to pay a dividend with 
the entertainment and gaming business, there is the value of the 
land and the success we’re having in the development which 
definitely creates a unique reason to own the stock, or another 
opportunity for enhancing shareholder value.

And we do continue, as part of our strategic planning, to 
look at whether there are some other business opportunities outside 
of the state. Minnesota has been difficult to move on the gaming 

issue. We’ve got our agreement with Mystic Lake, but we recently 
have started evaluating some opportunities, whether there could be 
some growth or merger or acquisition opportunities outside to try to 
get more than just the organic growth. So that’s another opportunity 
that we are considering, looking beyond Minnesota, and whether 
there’s an opportunity to find some additional growth for the gaming 
and entertainment side of our business.

TWST: Thank you. (MN)
 

RANDALL D. SAMPSON
 President & CEO
 Canterbury Park Holding Corporation 
 1100 Canterbury Road
 Shakopee, Minnesota 55379-1867
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SECTOR — LEISURE
(BDW601) TWST: Let’s start, if you wouldn’t mind, with a snapshot 
of the company’s history, important milestones over the years, and 
what led to the recent name change to PENN Entertainment?

Mr. Snowden: Really it starts decades ago. The company 
started off as a horse racing-focused company. Its beginnings were 
in Pennsylvania, right outside of Harrisburg, the capital, in a town 
called Grantville. The founder of the company, Peter Carlino, owned 
that horse track in the 1970s and 1980s, worked on getting some 
legislation passed for off-track betting in Pennsylvania as well, 
and then took the company public in 1994. Penn National Gaming 
was the name of the company at that time, and the IPO was pretty 
modest; I believe it was for $20 million or $30 million.

Fast forward to where we are today, there has obviously 
been a tremendous amount of growth. The company really transitioned 
from the singular focus on horse racing into a more complete gaming, 
entertainment, casino, and horse racing focused company, and grew 
significantly through the late 1990s and the 2000s via greenfield brick-
and-mortar building of casinos as well as through M&A activity, and 
by the time you fast forward all the way to 2018 had become the 
largest U.S. regional gaming company around.

It was announced I was becoming CEO in the summer 
of 2019 and that became official on January 1 of 2020. What was 
really interesting at that time was that PASPA — the Professional 
and Amateur Sports Protection Act — had just been overturned by 
the U.S. Supreme Court. PASPA was the federal law that had been 
in place since the 1990s and had prohibited sports betting outside 
of Nevada. There were a few other states that were allowed to offer 
parlay style bets, but Nevada was the only place you could go to bet 
on sports any way you wanted to.

When PASPA was overturned in May of 2018, that 
became a really big opportunity for gaming companies and daily 
fantasy sports-betting companies to figure out how to expand their 
audience and think about widening the audience from traditional 
brick-and-mortar casino, where the core slot playing customer 

typically is mid-50s and skewed female, to sports betters, which 
tend to skew younger and male.

And so this was obviously a great opportunity for the 
company to widen the funnel for a younger audience, and also to 
go digital, because up until that time the casino industry was retail 
brick-and-mortar only, and sports betting had become a states’ rights 
issue, and so you started to see legislation pass and it was becoming 
legalized, both on the retail side as well as on the digital side.

We decided as a company that, though we had great 
casino brands and casino assets, really what we were missing in 
the portfolio was a brand to lead with on the sports betting side. 
And so we had met with a number of companies throughout 
2019. We looked overseas, we looked in Europe at some of the 
more experienced online sports betting/online gaming companies 
to potentially partner with, large media companies, small media 
companies, private, public, you name it.

And we settled in on an opportunity. I got introduced to 
the folks at Barstool Sports in the summer of 2019, and by the end 
of 2019, we had been working on a partnership where PENN would 
initially make an investment in Barstool Sports and then we could 
lead with that brand. Barstool Sports would be exclusive to PENN 
in the spaces of online sports betting, retail sports betting, online 
casino and the like. We made our initial investment in Barstool 
Sports to become 36% owners of that company in a deal that was 
announced in January of 2020 and closed in February of 2020.

Fast forward, and we’re on the third anniversary of that 
investment. We had agreed, through put/call rights on the side of both 
PENN and Barstool Sports’ equity owners, for PENN to become a 
100% owner of that company and we announced just last month 
we’re going to do just that. We had to announce six months before 
the third anniversary that we were going to take advantage of those 
call options to become 100% owners, so we did that last month, and 
will become 100% owners of Barstool Sports in February of 2023.

And then a little bit of a filler in between the time that we 
made our investment in Barstool Sports in January of 2020 and where 
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we are today, is we acquired another sports media company called 
theScore, which you may be familiar with, based out of Toronto. They 
started off as a linear cable sports media company over the course of 
the last decade and a half, and then they transitioned to become digital 
only. They are the number-one sports media brand in Canada and they 
are top three in the U.S., so, a really powerful brand. They are the 
ESPN of Canada and not far behind ESPN here in the U.S.

We acquired theScore in October of last year, just about 
a year ago, and so we’ve been leading with theScore as our brand 
choice north of the border, because sports betting and online casino 
is now legal in the province of Ontario, which is obviously a large 
population of 15 million people. And then here in the U.S. we lead 
with Barstool as our sports betting brand.

So we sort of have a dual brand strategy here in North 
America. And the focus for us — and this is obviously a long answer 
to a simple question, but when you ask about history, there’s a lot 
there — where we find ourselves today is that we’ve been able 
to attract a younger audience, which is something that we were 
struggling with, as an industry in the retail casino business as well 
as a company — our audience was getting older, but we weren’t 
backfilling with a younger audience.

With the advent of sports betting and online casino 
legalization here in the U.S., and access to theScore media audience 
and the Barstool audience, the audience coming into the funnel for 
us from an organic acquisition perspective through these owned 
media assets has been a lot younger. We’ve been able to grow our 
youngest age segments: 21 to 35 years old is up over 100% from 
2019 to 2022. That’s something that we sorely needed.

So our focus right now has been on integration of the 
new acquisitions and widening the funnel of customer acquisition, 
cultivate the relationships, and then it’s all about cross-selling your 
digital-only customers to your core brick-and-mortar assets and 
your core brick-and-mortar-only customers to your digital assets. 
That’s the primary focus for the company, all around omni-channel 
cross-sell and continuing to build great relationships through great 
products and great experiences throughout our ecosystem.

TWST: There was a time when casino owners and 
operators perhaps saw online gaming and sports betting as a 
potential threat to brick-and-mortar, but it sounds like those 
days are over.

Mr. Snowden: Yes, and I think the real important 
distinction is that when the U.S. Supreme Court overruled that 
longstanding law, that allowed states to legalize online sports 
betting and online casinos. Up until that point, to where you were 

going with it being a threat, is that it was happening in the U.S. but 
it was happening against the law, and it was not regulated, it was not 
taxed, and, obviously, that was a threat to the industry. But now it’s 
legal in two-thirds of states across the country — and continuing 
to be legalized. A number of states announced just in the last few 
months that they were legalizing online sports betting — now it’s 
regulated, and now the casino industry is able to participate.

We welcome competition. There are some that are not in 
the casino industry, like DraftKings and FanDuel, that were only 
in daily fantasy sports. They’re now involved in the online sports 
betting, online casino business. We welcome that as long as it’s 
regulated at the state level and taxed at the state level, and we can 
contribute to those local economies where we operate casinos and 
have been great community participants and citizens for a long time. 
That was really important for us.

So, no, we don’t view it as a threat. We view it as 
complementary to what we do and an opportunity to bring more 
customers into our ecosystem, build relationships and cross-sell.

TWST: So in terms of the digital portion of your 
business, what’s the focus now and where do you see further 
opportunities?

Mr. Snowden: The focus in front of us, because we’re 
still at the very early stages, is online sports betting and even retail 
sports betting in most of these state markets across the U.S., outside 
of Nevada. There’s a lot of growth potential in these markets where 
we’ve now only been live for anywhere between 12 and 24 months. 
And then, of course, online casino, which is another opportunity that 
has not been legalized at the same pace that online sports betting 
has. I think that it will happen over time, it’s just not going to happen 
as quickly as online sports betting.

Online casino is legal in about half a dozen states, and 
really four that have any real significant population. So when you’re 
legal from an online sports betting perspective in over 30 states 
but online casino is around a half dozen, you see there’s clearly 
a potential there. We continue to work with lawmakers across the 
country and in states where we operate casinos and educate them 
on online casino and how it really is a great opportunity to grow the 
audience and to give customers who currently go to retail casinos 
options — if they want to engage with you on your offerings at 
home, that’s an option, or they can still come to the casinos.

To answer your question, from a digital perspective what’s 
in front of us is continuing to launch and go live in states where online 
sports betting has recently been legalized. Same thing for online 
casino. And really, as I think about where we go with this, it’s very 
similar to strategies deployed by the retail industry — I think retail is 
probably the best example for us, when you think about Walmart and 
Target, where they were retail focused for a very long time and were 
late to the game from a digital perspective, but realized that they can 
compete with the digital-only operators like Amazon.

And, importantly, a lot of customers like to do both. So 
when you have great brick-and-mortar assets the way that we do 
— we have 44 casinos across the country in 20 states, and most 
of those are best-in-class in the markets where we operate, and 
customers enjoy going to visit those casinos, and they also enjoy 
doing fun things on their phone and, where legal, engaging with 
us on their phones or their iPads or their desktops — it’s really 

“With the advent of sports betting and online 
casino legalization here in the U.S., and access 
to theScore media audience and the Barstool 

audience, the audience coming into the funnel 
for us from an organic acquisition perspective 
through these owned media assets has been a 

lot younger. We’ve been able to grow our 
youngest age segments: 21 to 35 years old is 

up over 100% from 2019 to 2022.”
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about cross-selling and getting more people into the ecosystem and 
introducing them to the other offerings and verticals.

TWST: In terms of the brick-and-mortar business, I 
believe you opened two new properties in Pennsylvania in late 
2021. How are they performing so far?

Mr. Snowden: They’re performing really well. We 
already had two casinos operating in the state of Pennsylvania. 
These two new casinos are smaller than the casinos that have been 
operating. The state had passed legislation to allow for bidding 
on some smaller casinos in more rural parts of the state, and we 
were the winning bid on two of those, one in York and one in 
Morgantown. They’ve been great and a nice complement to our 
other owned businesses in Pennsylvania and surrounding states. 
It’s been great for us to have not just new digital offerings from 
an organic acquisition standpoint, as I described earlier, but also to 
have new brick-and-mortar offerings for new customer acquisition, 
and then eventual cross-sell opportunities.

So if you look at what we’ve been focused on over the last 
three or four years, it’s really been continued growth, both on the brick-
and-mortar retail side as well as with new offerings on the digital side.

TWST: Are there any additional properties in 
planning or development stages? Are there certain markets 
you’d like to enter?

Mr. Snowden: Because we have the broadest footprint, I 
don’t really have a state circled that we feel it’s strategically important 
for us to be in that we’re not currently in. At this stage, we don’t have 
any shovels in the ground for new builds. The two Pennsylvania 
casinos last year were the two that we had been working on for the 
last 18 to 24 months. And right now, the focus has really been all 
around launching and growing our digital businesses, getting that 
media loyal customer of Barstool and theScore to participate and 
engage with us in some of our other offerings. So it’s cross-selling 
some media to sports and then cross-selling some sports to gaming, 
gaming online if it’s legal, back to our brick-and-mortar, and then 
continuing to cross-sell in that cycle.

One of the things that we’ve continued to talk about is that 
there are states out there that if they legalize, we clearly would be 
interested in building a casino. Texas still does not have any casinos 
today. We own a number of horse racetracks in Texas, and so we feel 
like we’re positioned well, if Texas decides to pursue land-based 
casinos, to have a seat at the table there for conversation.

And we don’t have a property on the Las Vegas Strip. 
That’s something that is obviously of interest to us long term, but 
we don’t feel it’s necessary for us to continue to execute on our 

omni-channel strategy. We would be interested in something like 
that if it was the right asset at the right price, right location, because 
we do know that the hub-and-spoke strategy of sending regional 
customers to the Las Vegas Strip does work. Caesars and MGM 
have proven that out. I worked for Caesars for 12 years. And that is 
interesting to us, but again, only if it made business sense where we 
could create a lot of value and get great returns.

TWST: Switching to the company’s finances, what 
were the key takeaways from your second-quarter results? 
What would you highlight for readers?

Mr. Snowden: Rewinding back to 2021, you’ll recall the 
cadence of what was happening — certainly within our industry, 
and I think more broadly in the U.S. — which was Q1 there was 
still a lot of COVID lockdown activity across the country, and then 
early Q2 the vaccines started to become available, and you had 
federal stimulus money starting to push its way through the system, 
and so Q2 of 2021 was robust across the country. Retail, gaming, 
restaurants — it was a take-off in that COVID period, and so that 
was a high watermark for us in the second quarter of 2021. It settled 
a little bit from there into Q3, and then it’s been a nice stabilized 
level of visitation and revenues — still significantly higher than they 
were on the revenue side with visitation still down a bit from 2019.

As we came into 2022, we felt the cadence from a 
quarter-to-quarter perspective was going to be showing nice 
growth in Q1 because of the COVID-related lockdown noise in Q1 
of 2021. Q2 we knew was going to be the most challenging comp 
on a year-over-year basis. And then once you got to Q3 and Q4, it 
was going to be a good comp in terms of steady business from Q3 
last year to where we find ourselves today. And that’s exactly the 
way it has panned out so far this year.

We had a very strong Q2 this year. While it wasn’t as 
strong as Q2 of 2021 for the reasons I described, when you look at 
the second quarter of this year compared to 2019 pre-COVID, you’ll 
see very strong revenue growth, very strong EBITDAR and EBITDA 
growth, and you’ll see margins for our land-based businesses — that 
used to hover around 30%-31% — are right at 37%.

We feel that in the current revenue environment, those 
37% margins are something we can continue to deliver on, which 
is something pre-COVID we never imagined possible. We had, 
for a long time, been a mid- to high-20% margin business. We 
finally got to 30%, then a little bit over 30%, and now we find 
ourselves feeling comfortable with delivering 37% margin, which 
we delivered in the second quarter.

We had some good updates to share on the two new land-
based facilities that you referenced in Pennsylvania. Those have 
been very complementary to our other businesses, as I mentioned 
earlier. And then, of course, we’ve been continuing to launch in legal 
states from a digital sports betting and online casino perspective. We 
had just gone live in Ontario with theScore Bet — Ontario legalized 
sports betting and online casino on April 4 — so we had a full 
quarter of online sports betting and online casino and we are very 
pleased with how we started there.

One of the reasons we acquired theScore, outside of 
their strong brand in Canada and the robust media audience that 
we knew we could cross-sell both in Canada and the U.S., is that 
it’s a technology company and they had been building out their 

“We had a very strong Q2 this year. While it 
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own sports betting and online casino technology platform. That’s 
something we felt was an imperative for us long term: owning our 
own technology and owning the product roadmap.

We were obviously very pleased not just to be live in 
Ontario, but we are now live on our own tech stack as of July in 
Ontario as well. We’ll bring that tech stack to the U.S. and migrate 
over to that platform across the country in the summer of 2023. So, 
a year from now, we’ll be 100% on our own technology stack in 
North America. I’d say at a high level, those were the highlights for 
the second quarter, and we talked about how the momentum from 
Q2 had continued into July.

We had our earnings call in early August, and fielded 
many questions, as all CEOs across the U.S. are, about what’s 
happening with the consumer and recession concerns and inflation. 
So we talked a lot about that, and what’s interesting, at least with 
regards to the businesses that we’re in — on the sports media side, 
online sports betting, online casino, and our core brick-and-mortar 
casino business — is we’re just not seeing any fall off or softness up 
to this point. I’m not in the business of predicting what that means 
for three months from now or six months or 12 months — there’s 
plenty of prognosticators out there that will tell you what’s going 
to happen over those periods — but what we’ve seen through the 
second quarter and through July, as we highlighted on our earnings 
call, is that trends have been very consistent.

Fortunately, as an industry there’s a lot of transparency in 
our monthly revenue results, and even in the last week many states 
where we operate have reported August results, providing updates 
since our earnings call. As I noted at the Bank of America conference 
last week, August results have been a continuation of July, which 
was a continuation of Q2. So it has been interesting to see.

As I think about whether we’re in a recession or going 
to be in a recession, one of the real concerns from the investor 
community is, well, if you go back to 2007, 2008 and 2009, the 
industry got hit, as did all consumer discretionary industries 
across the U.S. — so what would happen this time? I think what 
we’re seeing play out in real time is that as of today in September 
2022, we’re experiencing something very different than what we 
experienced in 2008 and 2009 given that you have unemployment 
still hovering around multi-decade lows.

People in America have a job, and if they don’t like the one 
they’re in, there are plenty of jobs to choose from. While COVID 
certainly took some people out of the workforce, employment is a 
good story in the U.S. and because of the lack of applicants for roles, 
there’s been some wage pressure.

Not that the wage and income increases have completely 
kept up with inflation, but pretty close, and that is also something 
we did not see in 2008 and 2009. It was quite the opposite, where 
unemployment started to move higher quickly, people were not 
seeing the wage increases we’re seeing today, and home values, of 
course, were a major issue, so you had major shocks to the real 
estate market as well as the financial and banking industry.

I’m not saying that today is smooth sailing, because 
clearly there is inflation, there are real supply chain issues, there 
are some higher commodity costs for oil and gas and utilities and 
groceries; there are certainly headwinds.

But if you look at the history of retail casinos — and keep 
in mind this is an industry that until 2008 and 2009 was considered 
recession-proof, and then I think everyone realized nothing was 
completely recession-proof — what we’re seeing today is Americans 
have jobs, home values have held pretty well even though interest 
rates have been going up, at least where we find ourselves today, 
and so people in 2021 and early 2022 were spending a lot of their 
money on goods, and they transitioned in the second quarter and 
going forward in the U.S., spending on services and taking those 
trips that they put off, spending more time on leisure activities and 
entertainment. That, obviously, has benefited the casino industry 
alongside the lodging industry and restaurant industry. And we’re 
just not seeing any signs of weakness right now.

The only demographic that we’re seeing a little bit of 
softness within the database is our very oldest segment, and the 
ones who are the most frequent visitors and the lowest average 
spend. And so if you look at what’s really been driving the really 
good results at PENN, and within the casino industry, it’s that, even 
though visitation is down from 2019, you’re seeing a higher average 
spend and you’re seeing a higher length of play. When people do 
come visit, they’re spending more time, they’re participating in 
more of our offerings and products, and they’re buying more. I think 
that’s consistent with what lodging and restaurants have seen but 
we’re seeing that in the casino industry, which obviously has been 
good, despite the headwinds of late.

TWST: How would you characterize the health and 
strength of your balance sheet? Give us a sense of how levered 
the company is, and what your cash on hand and/or borrowing 
capacity you have for future investment opportunities as well as 
stock buybacks, since you have an active stock repurchase program.

Mr. Snowden: We do. We’ve been really busy — I think 
a lot of companies have, but PENN in particular — the last couple of 
years. Not just through the acquisitions of Barstool Sports and theScore 
media as well as the building of two brick-and-mortar casinos in 
Pennsylvania. We also took the opportunity during the second half of 
2020, once we were able to reopen our casinos from the initial COVID-
related mandated shutdowns, to do a couple of capital raises.

And when we did that, we fortified the balance sheet, and 
we find ourselves today, believe it or not, with a balance sheet that is 
the healthiest that it’s ever been since PENN spun off its real estate 
and became an operating company. Our lease adjusted net leverage 
is in the low 4s. We have total cash on hand of $1.7 billion and if 
you net out our traditional debt, we’re sitting right around $1 billion, 
between our traditional debt minus the cash on hand. So we’re in a 
very strong balance sheet position, a very strong cash position.

“ And so if you look at what’s really been 
driving the really good results at PENN, and 

within the casino industry, it’s that, even 
though visitation is down from 2019, you’re 

seeing a higher average spend and you’re 
seeing a higher length of play. When people do 
come visit, they’re spending more time, they’re 

participating in more of our offerings and 
products, and they’re buying more.”
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This has not been a busy M&A year, as you know, really 
across any industry. We’ve never been a big share buyback company, 
but we felt like this was a great time to put an authorization in 
place. We felt as though it made the most sense for us, given the 
low leverage and our significant free cash flow generation. We got 
board authorization to do that at the end of the year, a $750 million 
authorization, and we’ve been very active on that as indicated on our 
last earnings call. This has been a great form of capital allocation for 
us, returning it to shareholders in a year like this, where M&A really 
isn’t active for a number of reasons.

The credit markets are not nearly as open or friendly right 
now for pricing as they were a year ago, and that’s fine. We still 
generate free cash, and we can buy back shares in a way that is not 
levering up the company. We’ve been busy with that share buyback 
authorization, while still leaving the balance sheet in a place where, 
when M&A does pick back up again or there are opportunities for 
us in areas that we think are potentially interesting — whether that’s 
late this year, 2023, or beyond — we’re in a very strong position to 
be active if we choose to do so.

If not, we feel as though where our shares are trading, as 
I’d say I think most company CEOs feel, that there’s dislocation in the 
marketplace because of the anticipated recession. So we’re happy to be 
buying back shares without it being a levering event for the company.

TWST: Is there anything else you’d like readers and 
investors to know about PENN Entertainment?

Mr. Snowden: From a pure growth perspective, we have 
long-time investors in PENN who have been investors since we 

were only brick-and-mortar retail casinos. And since we’ve been 
able to evolve and transition to being a more dynamic company with 
digital offerings as well, we’ve attracted new investors.

I think what may be interesting to readers who may have 
thought of PENN for a long time as just a brick-and-mortar casino 
company is that we’ve got really great growth potential, not just in 
our core brick-and-mortar business, but I think importantly, in this 
very nascent interactive online sports betting/online casino business 
across the U.S. and Canada. And so that might be something that’s 
interesting or new for your readers, given that we’ve only been 
doing online sports betting now for a couple of years, but we’ve 
been in the casino business for decades.

Of course, the real prize for us at PENN, much like it 
is with the Walmarts and Targets of the world, is to continue to 
organically grow that ecosystem and cross-sell our customers 
and give them the best products and experiences offered in 
the business, and keep them happy and continue to build 
relationships long term.

TWST: Thank you. (MN)
 

JAY SNOWDEN
 President & CEO
 PENN Entertainment, Inc. 
 825 Berkshire Blvd.
 Wyomissing, PA 19610
 (610) 373-2400
 www.pennentertainment.com
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SECTOR — LEISURE
(BDW603) TWST: Let’s start with an introduction to SciPlay. 
Tell us about the history and origins of the company and an 
overview of the business as it is today.

Mr. Wilson: SciPlay develops and publishes free-to-
play social casino games and is one of the leading mobile games 
companies in the world. The origins of SciPlay run back to 1999 
and a company in Cedar Falls, Iowa, called Phantom EFX making 
casino-style games sold on CD-ROMS.

The company evolved into the online world in 2007 and 
subsequently was acquired by WMS, which eventually turned into 
Scientific Games. By 2012, we expanded into Facebook and launched 
Jackpot Party, and then continued with multiple new games including 
Gold Fish Casino and Quick Hit. As the company continued to grow, 
we expanded our portfolio with Bingo Showdown and Monopoly. In 
2019, we spun out of Scientific Games and went public as SciPlay. 
Since then, we’ve continued to evolve our portfolio and have 
expanded into the casual and hyper-casual mobile games space.

SciPlay is now approximately 700 employees worldwide 
and growing. We’re looking for more talent that brings in that next 
level of thinking to the company to help us keep evolving. We are 
focusing on adding talent from many different parts of the world. 
Our major studios are Cedar Falls, Iowa, Austin, Texas, and Tel Aviv, 
Israel. And we have offices in Finland, Turkey, India, and in Ukraine. 
Despite the war there, they’re still unbelievably dedicated and work 
so hard. It just goes to show you what the strength of a human can be.

TWST: What used to be called Scientific Games, now 
Light & Wonder, has an ownership interest in SciPlay. Can 
you tell us a bit about that and your ongoing relationship? And 
what is the status of their plan to acquire your remaining public 
shares, which I believe is no longer the case?

Mr. Wilson: Originally, as Phantom EFX, we were a private 
company that was acquired by the public company WMS, which 
then turned into Scientific Games, which is now Light & Wonder. 

Back in 2019, as we saw the market starting to take off, we spun out 
the social part of the company, rebranded it SciPlay, and ultimately 
SciPlay became its own public company listed on the NASDAQ. Our 
relationship with Light & Wonder is strong. There is a lot of synergy 
between the two companies because we’re both focused on building 
great content for our customers. We’re very much both focused on 
creativity culture and the relationship is positive.

There was a tender to buy in the rest of the shares last June 
2021. That was terminated in December, as the timing was off, so 
the offer was withdrawn. Since then, we’ve continued to work very, 
very closely with Light & Wonder. A lot of our games are named off 
of top brands that Light & Wonder saw great success with inside of 
the casino — Jackpot Party has a huge franchise; Quick Hit, huge 
franchise; Gold Fish, huge franchise.

And so, these franchises and others provide us the 
opportunity to deliver the best content and entertainment to 
consumers — both on land and on their phones. It’s a great working 
relationship where we’re both encouraged to help the other to be 
successful, because success loops back into success.

TWST: Tell us a bit more about both your games 
and your customer, your end user. What are the most popular 
games? What’s the typical or range of demographics of your 
user base, and is that changing at all?

Mr. Wilson: The majority of our customers are female, 
about 65%. They tend to be 35 and over. They really look at video 
games as a form of entertainment. We and our major competitors all 
compete for the same thing — our consumers’ time. Whether or not 
they’re going to play the game or go watch a movie; whether or not 
they’re going to bring up Facebook or play a game; Instagram or play 
a game. And so, it’s really our job to create the greatest entertainment 
experience for the time, so that the user wants to open our application 
over going to any other entertainment applications. We’ve really 
focused on genres that resonate most with this demographic, because 
we’ve built the tools that are best suited for their entertainment choices.

JOSHUA J. WILSON  serves  as  the  Chief  Executive  Officer  and  as  a  member  of 
the  board  of  directors  of  SciPlay Corporation. Mr. Wilson  has  also  served  as Chief 
Operating Officer and Senior Vice President  for  the company since April 2016, after 
previously  serving  as  the Vice  President  of  Product  and Operations,  Vice  President 
of  Product,  and Executive Director  for  Social Gaming Products.  From June  2012  to 
December  2013,  he  was  Senior  Director  of  Social  Products  and  Director  of  Social 
Gaming for WMS, which was acquired by Scientific Games (known today as Light & 
Wonder, Inc., NASDAQ:LNW) in 2013, overseeing web development, analytics and road 
mapping while creating a business intelligence system and launching the company’s 
social casino games Jackpot Party Casino and Goldfish Casino. Mr. Wilson served with 
Phantom EFX, LLC from March 2001 to June of 2012, when it was acquired by WMS, as 
the Director of Online Gaming and Engineering Supervisor.
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Jackpot Party, which is our largest game, is also the 
second-largest game in the social casino market; it’s been around 
for more than 10 years, and continues to grow year over year. Quick 
Hit launched seven years ago; Gold Fish, eight years ago. And we 
continue to focus on that social casino market, because the users 
there are just so sticky and evergreen that these franchises continue 
to grow year over year over year.

From there we start diversifying out, looking for other 
places where we can find this demographic and deliver games that 
are simple, core games that they enjoy. And this is what brought us 
to Bingo Showdown; Backgammon Live; and then Solitaire Pets 
Adventure. Each one of these has simple, core game mechanics that 
this demographic loves.

And then last but not least, we did the acquisition of 
Alictus back in March of this year. They have a huge population of 
people, but inside of their huge population of people there is a good 
section that is our core demographic, so this gives us the ability to 
start cross-pollinating and really understand how to use this player 
across multiple verticals. They’ve also created multiple popular 
hit games like Master Doctor 3D, Theme Park 3D and Candy 
Challenge, just to name a few.

TWST: Do you always have new games in development? 
And broadly, can you quantify to what extent you invest in new 
technology and innovation each year?

Mr. Wilson: Yes, quite a bit to both. I’m going to answer 
these as two separate questions, because I think they are two totally 
different questions. I’ll start with technology. The majority of 
our technology that we invest in is focused on giving our current 
players the best experience possible. This is what took us into really 
investing in what we call our SciPlay engine, which takes four 
pillars of our company and puts them into one engine, so any game 
in our portfolio can use these tools to help grow.

The first pillar focuses on learning with live ops and 
features, so making sure that when one game develops a feature and it 
works really well, that we’re able to put it into the other games where 
it makes sense. Mixing in the live ops capability allows us to elevate 
the engagement of the user, which then leads to them spending more 
time in the game, which ultimately leads to more monetization.

The next pillar is our direct-to-consumer platform. This 
is where we’re looking to build out our own platforms where 
we can run the games, and it gives us a closer attachment to 
our customers, so we’re able to control more of the experience 
for them, and expose them to our entire portfolio. It also helps 
us mitigate some of the costs of being on other companies’ 

platforms, which is currently 30%. We’re able to knock that 
percentage down to 8% to 10%, which is a huge cost savings and 
margin expansion opportunity for the company.

Third is investing in our ad tech platform, which is 
really focused on bringing in new users and optimizing player 
LTVs, retention, and risk mitigation. We are seeing a lot of this 
take place this year across multiple games, including Quick Hit, 
which we’ve seen tremendous growth. We’re also taking this 
innovation outside of traditional marketing, where we’ve signed 
deals with shows like “America’s Got Talent,” “The Wendy 
Williams Show,” even NASCAR, and then our great individual 
deal with Sofia Vergara, who’s hilarious. She’s really, really 
amazing. Her fan base is second to none.

And then finally is making sure that we have the best 
data platform in the world — building a set of algorithms, machine 
learning, AI, where any one of our games can feed into this platform 
and then have the platform give us suggestions on how we should 
treat any particular player for the optimal amount of engagement. It’s 
a different approach, because in the past the focus was on individual 
games. Instead, we are now focusing on one platform that touches 
all games, so instead of doing something once and getting one-time 
benefit, we’re able to do something once and get 10 times benefit.

On the new game side, we evaluate our competitive 
advantage in a certain market to make sure we can take market share. 
This is what led us to launching Solitaire, Bingo, because we knew 
that the tools we had created in our social casino platform would work 
in those platforms as well. Our goal has been to create one to two new 
games a year if we believe we can win in that segment. This year, for 
example, we have two games launching. I know we’re going to have 
one game launching next year for sure; we may have a second. But 
that’s our approach when it comes to new game releases.

TWST: Earlier this year you acquired another 
company called Alictus. Why was the company a good fit and 
how is integration into your operations proceeding?

Mr. Wilson: Alictus was founded in 2013. It was 
bootstrapped by the two founders, Emre and Ecem, amazing people. 
The one thing that drew us to the company was they have the 
SciPlay culture at heart, and immediately in all of our conversations 
we were able to brainstorm immediately, come up with great ideas 
immediately — it just felt like we’ve been working together forever, 
even though we had just met each other.

Some of the things that drew us to them: They had the 
most unique way of developing games that I had ever seen. They test 
using a very data-driven approach of prototype after prototype, and 
if the concept had any real heat or any power through the CTRs — 
or click throughs — they would then go in and invest. That approach 
led them to having six number-one hits in a course of 18 months, 
which is almost unheard of in the hyper-casual space.

They also are best in class in the ad monetization and 
the in-app business model, which was something SciPlay was not 
in at all, but we knew in order to continue growing the company 
long term we were going to have to figure out how to build out 
this technology and get it into our core fundamentals. With the 
integration of the two companies, we took a two-year forward 
step overnight, because of the technology they had already built, 
they were already using.

“The majority of our technology that we 
invest in is focused on giving our current 

players the best experience possible. This is 
what took us into really investing in what we 

call our SciPlay engine, which takes four 
pillars of our company and puts them into one 
engine, so any game in our portfolio can use 

these tools to help grow.”
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Overall, we couldn’t be happier. They’re bringing the 
ad mon, the high population, multi-game fast development. We’re 
really bringing the retention, live ops, meta building, long-term 
player engagement. And we’re getting the chance to blend the two 
together. I can’t wait to see what it turns into over time, because it’s 
only been five months, but I do think the future looks really good 
with the two companies put together.

TWST: So was that a unique opportunity? Do you see 
further acquisitions in SciPlay’s future, as part of your strategy?

Mr. Wilson: I think being a public company, we look at all 
our capital and evaluate what to invest to get the maximum amount 
of shareholder value. Whether or not it’s our stock buyback program 
that we’ve done. Whether or not it’s focusing on internal business 
growth, because we know that every dollar we create means more 
profitable and greater returns over time.

We also understand that there are opportunities in 
the M&A world, but we’re going to continue to be very, very 
disciplined about it. We’re going to look for companies that have 
strong balance sheets. We’re going to look at companies that have 
talent, that have been able to prove that they’re industry leaders. 
And then more than anything else, it’s got to fit the strategy of 
SciPlay to make sure that the acquisition would add to the future 
value of the company. So I would say that it’s on our radar, that 
we’re going to continue looking for companies, but I don’t think 
it’s something we have to do to be successful.

TWST: Talk a bit about the health and strength of 
your balance sheet and cash available.

Mr. Wilson: The great news is we’re a very high free cash 
flow generating company. We generate around $40 million a quarter 
in cash. We have no debt as a company. We have a little bit more 
than $300 million in cash on hand right now, and a $150 million 
revolver that we’ve never needed to use because we’ve always been 
able to pay for our acquisitions with cash. And we continue to focus 
on scaling the business over time, which should help us generate 
even more free cash flow. Sciplay is about as financially strong as I 
think any company could be, which is perfect timing with the macro 
world around us right now.

TWST: What should readers and investors understand 
about your revenue model? How that is part of your broader 
business strategy?

Mr. Wilson: There are two major revenue models. There’s 
what we call in-app purchase, so that means someone buys a package 
of something and then we process that package and then they get the 
in-game currency. The other model is what we call ad monetization, 

so a player watches an ad, and because that player watched the ad they 
get some type of in-game currency or in-game item of some type, and 
then they take that to go ahead and continue playing.

I actually don’t think about it as revenue first. The 
way I think about it is, if you want to be successful in free-to-
play games, you have to have games that people want to continue 
playing over a very long time — years — and then you have to 
have the engagement of the game be that something drives this 
player to want more time on that given day. Our goals are to have 
the player so excited about what’s happening at that given point 
that they want to continue playing that game, so therefore they 
make a purchase to continue playing.

Not much different than TV. They get you to a really 
suspenseful point, and then have you watch a commercial. The 
reason they got you to a real suspenseful point is also so you would 
watch the commercial.

It’s really about focusing on what the player wants. By 
doing this, what we’ve been able to do is significantly increase our 
retention, significantly increase time on app, our engagement, and 
this has given us a conversion rate in our IAP — in-app purchase — 
world of over 9%. And we believe we’re just getting started there. 
We believe we’re going to be able to continue growing this over 
time, which should lead to us increasing our ARPDAU — Average 
Revenue Per Daily Active User — over time and being able to focus 
on two different areas: one, take market share from social casino as 
we continue to grow faster than our competitors, but then also take 
this knowledge into the casual world and be able to see our revenues 
grow there, especially in the ad monetization space.

TWST: Does that mean you’re less likely to be 
impacted by pressures on consumer spending, given the sort of 
inflationary, potential recession environment we’re in?

Mr. Wilson: So far, we’ve seen literally no pushback and 
no change. In fact, we’ve seen the opposite. July was our second-
largest month as a company. We’ve seen tremendous growth from 
our largest games. The games with the largest DAUs — daily active 
users — and the oldest DAUs continue to grow.

Normally, the next question I get right after that is, but 
why? And I think the reality of it is, as people get ready to curb their 
spending, they’re more likely to start with the largest items first, 
“I’m not going to spend five grand on a vacation. I’m not going to 
go buy a $20,000 car right now.” What they don’t cut back on as 
much are the $5, $10 purchases, and the majority of the purchases 
that happen in our games are the really, really small transactions. 
Someone will spend $5 because they want 30 minutes’ worth of 
entertainment. Someone will spend $25 because they want a half-
day’s worth of entertainment. When you take that and you put it to 
the outside world, well, movie tickets can be almost $20 nowadays. 
Going to see a concert, you’re going to spend up to $200.

It’s very cheap entertainment that is in the palm of your 
hands, that you’re able to go and use anywhere. And so, I think 
for all of these reasons, we haven’t had the same type of macro 
environment move yet. And I think our KPIs right now are showing 
that if it is coming, it hasn’t come yet, and we’re not even seeing any 
slowdown that makes us think that it’s on the horizon.

TWST: What would you point to as key takeaways 
from your most recent quarterly results?

“It’s really about focusing on what the player 
wants. By doing this, what we’ve been able 
to do is significantly increase our retention, 

significantly increase time on app, our 
engagement, and this has given us a 
conversion rate in our IAP — in-app 

purchase — world of over 9%.”
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Mr. Wilson: I think overall we had a great quarter. 
We delivered $160 million,  which is 4% year over year, 1% 
sequentially Q1 to Q2. We were able to increase our monthly 
payer, so continuing to focus on that great engagement, which is 
giving us more and more payers. And then also, really focusing on 
keeping the value of the players up.

But I think the biggest takeaway from Q2 is continued 
investing. We made so many investments during Q2 that we knew 
were the right moves for our customers long term, and they were 
the right moves for our company long term. Instead of doing a 
whole bunch of short-term pivoting in a quarter, we said we were 
going to invest in our SciPlay engine, and we continued to invest 
in it — and we saw the results at the end of June, all of July, and 
continued to see a great August.

I think my biggest takeaway is: Have a plan, believe in a 
vision and make sure that you’re investing in that vision, and use 
data to back yourself up.

TWST: Is there anything else you would like to add to 
make sure readers know about the company, or anything that 
you’d like to reiterate to wrap up?

Mr. Wilson: I think the thing to know about SciPlay is, 
I know we’ve only been public for three and a half years, but the 
reality is we’ve been making video games for 25 years, and we’ve 
basically gone straight to the right the entire time. We understand 
what our customers are looking for. We’re focused on them. 
We’re going to ensure that they are getting the best value for their 
time that they possibly can.

We focus on culture. We want to make sure that we have 
creative, collaborative workspaces. We want to make sure that 

every employee at SciPlay sees the vision for their future. We’re 
continuing to invest in DE&I to make sure that we continue bringing 
as many diverse, smart people around the table as we possibly can, 
because without a diverse table, you’re not going to make the best 
decisions you possibly can.

The market has some ups and downs. I think the thing 
that we have proven as a company is, we’re not afraid to make 
the right decision. When Apple changed their IDFA rules, we 
didn’t spend into a leaky bucket. We changed our marketing plan. 
We changed the way that we target people. We were able to still 
beat the projections that we had. We’re going to continue being 
super focused on every investment dollar, whether that’s through 
a buyback or whether that’s through internal investments or, as we 
talked about earlier, if that’s inorganic, but we will make sure that 
it’s the best investment over time.

The one other thing I’ll say, at SciPlay, the employees 
come first, and because the employees come first, our customers 
are happy, and because our customers are happy, our shareholders 
are happy. And as long as we can continue on this waterfall, I think 
we’ll continue to do great things.

TWST: Thank you. (MN)
 

JOSHUA J. WILSON
 CEO
 SciPlay Corporation 
 6601 Bermuda Road
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SECTOR — LEISURE
(BDW604) TWST: Let’s start with an overview of the company.

Mr. Brown: OK. So, let me just lay out who we are today 
and then how we got to where we are. We’re Travel + Leisure Co., a 
leisure hospitality company specializing in vacation ownership sales 
and development, vacation ownership exchange and most recently 
into new travel subscription businesses. We’re about a $4 billion 
revenue company and this year we project to be nearly over $850 
million of EBITDA. So sort of a mid-cap company.

Historically, we were developed as an unbranded 
timeshare company and bought back in the 1990s by a group called 
Cendant which became Wyndham Worldwide in 2005. Until 2018, 
we operated under Wyndham Vacation Ownership as part of the 
Wyndham Worldwide enterprise, and in 2018 we spun off Wyndham 
Hotels & Resorts as its own business and we became an independent 
publicly traded company named Wyndham Destinations.

So from 2018 to 2021, we were Wyndham Destinations 
and then in 2021, we acquired Travel + Leisure and rebranded our 
company to what it is today, which is Travel + Leisure Co., which 
gets us back to today being a vacation ownership, vacation exchange 
and a travel subscription business.

TWST: It seems like in the past you’ve been most 
connected with being a timeshare company, and you appear to 
be trying to move away from that.

Mr. Brown: We’re very proud of what we do as a vacation 
ownership and timeshare business. It has been highly successful for 
us. Our business model, it has continued to show significant growth 
over the past decade. The change we’re going through is twofold. 

But let me first say first and foremost we’re fully committed to 
growing our Wyndham Destinations timeshare business. It’s great 
for our consumers and it’s a great business model. However, we 
want to accelerate our growth beyond what we’ve historically 
done. So by changing our name to Travel + Leisure, we’ve opened 
ourselves up to two tremendous opportunities.

Number one is we can capitalize on what we do 
tremendously well in the vacation ownership space for other brands. 
And by being Travel + Leisure, we can now operate timeshare brands 
for other companies other than Wyndham. We’re still committed 
to our partnership with the Wyndham brand, but now we have an 
ability to grow our current business model with other brands.

Secondly is, we’ve always been a leisure travel company. 
That’s our competency and there’s no reason it only has to be tied 
to timeshare. So with the growth of subscription businesses, we’ve 
seen other companies grow with subscriptions in the travel space. 
There’s no reason we shouldn’t be a part of that. So I would look at 
this more as an opportunity for us to incrementally grow our business 
as opposed to going away from what we’ve always been successful 
and we’ll continue to grow with the Wyndham timeshare business.

TWST: Can you elaborate a little bit on how you’ve 
broadened what you do, how you’ve expanded into other 
businesses?

Mr. Brown: Absolutely. To put it into context, about 
70% of our profitability is on the vacation ownership side under the 
Wyndham Destinations name, and about 30% is a group called RCI, 
which is a timeshare exchange business. So to put it practically, if 
you own a Disney timeshare and you want to go to a Wyndham 
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became Travel + Leisure Co. Previously, Mr. Brown served as Chief Operating Officer at 
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timeshare, or if you own a Hilton timeshare and you want to go to 
a Bluegreen timeshare, our RCI business facilitates that exchange. 
It’s an effective middleman. That way that business fundamentally 
operates is timeshare owners pay for membership and then from 
there every time they do a transaction, we receive revenue.

Well, that model is true in all of leisure travel. There are 
100 million leisure travelers in North America, of which 90% of them 
are not in the timeshare space. So our model of creating — and this 
is the real answer to your question — the business model of having 
people join a travel membership club for a membership fee and then 
paying for individual transactions they make for a hotel stay, a flight, 
or a rental car or cruise is what our travel subscription model holds.

So today we are a travel club, which is B2B primarily 
and sits behind in a private membership club, gives you access to 
discounts at 600,000 hotels around the world, cruise companies, 
rental car companies and flights, all at a tremendous value.

TWST: I just wanted to pivot here. I know, depending 
on who you talk to, we’re out of the pandemic or close to being 
out of the pandemic, but as a travel leisure company, how did 
you weather the pandemic?

Mr. Brown: I think, like everyone, COVID was a very 
difficult two years. What I would say, once you get beyond economic 
security and health security, people’s free time and their leisure travel 
is very high on what people want to do — is viewed as a return to 
normal. And what we saw very, very early in the pandemic recovery 
was people had a strong desire to get back on vacation. Again, we’re 
a 100% leisure company. And we led the travel recovery out of the 
pandemic. We had demand that was increasing very early on in 
COVID. And when we look at our results so far in 2022, we’re back 
above 2019 arrivals to our resorts and that’s tremendous.

When the world is talking about recession today, when the 
world is speaking about recovery today, in the timeshare industry, 
in the leisure travel segment in our business, we are seeing record 
demand and record performance. And that was not only a result 
of what happened throughout the pandemic, but the fact that even 
throughout the pandemic, our consumers were desperate to get back 
on vacation and get their lives back to normal.

TWST: And then with the more recent economic 
developments — inflation, interest rates — how is that 
impacting your company?

Mr. Brown: Leisure travel remains as strong as ever. It’s 
difficult to watch the daily headlines when you hear the talk of sort 
of the impending issues, but it’s not being reflected in the travel of 
our consumers. As I mentioned, our arrivals are still back where they 

were in 2019 levels. And in fact, the length of stay has gone up about 
8%. We’re getting actually more room nights and I think that’s a 
reflection of how people are traveling today. More work from home 
and therefore have the flexibility to increase their length of stays.

What I would also say that’s very unique about our 
industry is we are an inflation hedge for people’s vacation spending. 
The higher the daily hotel rates go up, the more value there is in 
ownership of our product because our customers have already 
paid for their timeshare, which means — let’s just say you’re an 
owner thinking about a family break around Presidents’ Day next 
February. You’ve already paid for that vacation. The only reason 
you wouldn’t go is for personal reasons, not for economic reasons. 
And it’s a unique aspect of who we are as a company, and the value 
of ownership today has never been as high.

And I’ll just give you this one anecdote. In Orlando 
today next to one of our resorts at Disney World that has two 
bedrooms and kitchens, hotel rooms are going for $600 to $700 a 
night. Multiply that by seven, you are looking at roughly $5,000 
for a week to stay anywhere near Disney in a hotel room. For those 
owners who fully paid for their ownership that same week, again, a 
two bedroom with a kitchen is probably going to be $1,500 for their 
annual maintenance fee. And that’s nearly $3,000 to $4,000 of value 
you’re getting in one single stay.

TWST: And you touched on this earlier, but can you 
talk a little bit about the Travel and Membership segment and 
how it’s performing overall?

Mr. Brown: Absolutely. This is our newest segment, 
which is the travel subscription business. We have a B2B and a B2C 
business. Both of those, you have to be a member to get access to 
the travel benefits. We launched that business in early 2021. What 
we did is we laid out what we thought we would get in the way of 
affiliations to our B2B travel club and they are far exceeding our 
expectations. This is a new business that we’ve recently launched 
and the acceptance of the product, and the desire to sign up by other 
affiliates has far exceeded our expectations.

An example of what that means is an association like the 
National Association of Realtors has come to us and said, we want a 
travel benefit for our Realtors. We use our technology and we white 
label it the National Association of Realtors Travel Club and their 
Realtors get access to those 600,000 hotels, car rentals, airfare at a 
great discount. We’re very pleased with the progress of that business 
and the acceptance in the general market.

TWST: And regionally what’s overperforming or 
what’s underperforming, or is there no difference?

Mr. Brown: There’s definitely a difference and I think 
it’s a reflection more on the macro environment than anything in 
our company. We have over 250 resorts worldwide. Depending 
on the demand that’s out there from the consumer, demand into 
individual region exchanges, with first COVID and then secondly 
the travel restrictions that were associated and then thirdly the 
cost of airfare, what we saw was a spike in drive-to destinations 
throughout COVID and even early in the recovery as the pandemic 
began to fade and as prices began to rise.

We’ve seen a lot more drive-to demand arrival, which 
means more demand in Sun Belt destinations like Florida, Texas, 
New Orleans, Arizona and Southern California. There are regions 

“What I would also say that’s very unique 
about our industry is we are an inflation 

hedge for people’s vacation spending. The 
higher the daily hotel rates go up, the more 
value there is in ownership of our product 
because our customers have already paid 

for their timeshare ...”
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that have been lags but are still highly demanded — places like 
Hawaii, the Caribbean and international cross-border traffic are 
slightly behind, but not noticeable against the overall equation.

TWST: In the last, let’s say, three years have you 
noticed any demographic changes in your customer base or 
people who are seeking to use your services?

Mr. Brown: To a certain degree, keep in mind that our 
product is ideal for — usually when families are formed people 
want consistency and quality in their vacations and can afford 
it. They don’t want surprises and they want the amenities that 
come with staying at our resorts. So typically we’ll see our new 
purchaser either being a Gen X or millennial. About 70% of our 
purchasers are either Gen Xers or millennials. Average household 
income is right at about $100,000 and that’s been fairly consistent. 
It’s risen slightly over the last few years.

And generally a little bit of a demand modification we’ve 
seen which is less about demographic but actual location demand 
is we’ve seen a lot more demand for urban locations which is 
why we’ve recently in the last few years opened destinations in 
downtown Portland, Oregon, Austin, Texas, Nashville, Tennessee, 
and our newest and one we’re extremely, extremely proud about is 
the first timeshare ever in Atlanta, Georgia, overlooking Centennial 
Park, a combination of Margaritaville Vacation Club and Club 
Wyndham, absolutely gorgeous.

TWST: What are your priorities for the next 12 to 24 
months and what would make that time frame a success?

Mr. Brown: Always the first priority is to continue to 
deliver the vacations for your consumers. Secondly is we want 
to continue to execute our business model. Those are two very 
general answers. But what does that mean very specifically? When 
you look at the macroeconomic news today, 2023 is projected to 
be a very difficult economic year. We believe at Travel + Leisure 
and our Wyndham Destinations and RCI businesses, and all of our 
brands that it will continue to be a strong year for leisure travel 
and prove the skeptics wrong, that leisure demand continues to 
be high priority for our consumers when economic times are great 
like they were for a decade and when money was cheap, as well as 
when economic times are difficult.

And the nature of our business is that we provide 
great accommodations and great value. And that value is going 
to show up in 2023. As we close out 2023 and move into 2024, 
I’m confident and hopeful that we will have proven to the public 
markets that this is an incredibly resilient business and vacations 
are not discretionary, depending on the economic times.

TWST: I’m curious what are some of the trends you’re 
seeing overall in this sector?

Mr. Brown: Flexibility. Consumers today demand 
maximum flexibility in their vacation wishes. It is a misnomer of the 
industry that we’re in and how this industry is dramatically involved. 
Very often when I speak to people I say, tell me what you think of 
when you think of a timeshare. And people will say you go to the 
same location in the same week in the same unit every year. That has 
not been the case for Travel + Leisure and for the industry since 2008.

It’s an industry that’s primarily great hospitality brands, 
Wyndham, Travel + Leisure, Hilton, Marriott, Disney, Holiday Inn. 
With that has come a complete evolution and transformation of the 
business, which is all about flexibility. Whether it’s going to our 
Atlanta property for a weekend for two days in a studio or going to 
Hawaii for a week for a family reunion in a three-bedroom — that 
flexibility is what people want.

And also with it is they want confidence. Our consumer 
wants confidence that there will be no surprises when they get on 
vacation. They don’t want to get their key and open the door and 
not know what’s behind it. With great branded companies with 
the amenities that is absolutely what people want. Flexibility is 
paramount. Confidence in the accommodations is there as well.

In today’s environment, and especially in the next 18 months, 
value and getting good value for money is super important. I think that’s 
an area that — all three of those that we can put our shoulder into.

Separately from that, although I do think things will return 
to normal as the economic environment changes, we’ve seen a lot of 
demand for drive-to destinations during COVID and more recently 
a lot of demand for urban destinations as well. Over 10% of our 
portfolio is urban and that’s just a greater and greater demand that 
we’re seeing in the consumer marketplace.

TWST: And why do you think there’s a greater 
demand for urban locations, especially when you think about 
the uptick in crime and those sorts of statistics? It doesn’t seem 
to be a concern to your customer base.

Mr. Brown: Well, keep in mind they’re vacationing with 
a brand that they know and trust and know what to expect when 
they get there. A city where we have a location — Atlanta, Austin, 
Nashville — they’re all up-and-coming or mid-sized markets that 
people want to get to. People want to get to Austin, Texas, for a 
music festival, people want to get to Nashville and go to a museum 
or a football game. And those are experiences that are beyond the 
four walls that you sleep in at night.

Those are the experiences that make a vacation great. I 
mean, take our resort in Midtown Manhattan, you can get to MoMA, 
you can get to the Met, you can get to a New York Yankees playoff 
game, which is coming up here in the very near future. Those are 
experiences that you can’t get with your toes in the sand in the 
Caribbean and there’s just more and more demand.

And with the flexibility, you don’t have to commit to 
seven nights, you can commit to one night or two nights. If you live 
in the tri-state area, you and your partner can get into the city for two 
nights and have dinner and a show and do your Christmas shopping 
in Manhattan and be home on Sunday to watch NFL football. That’s 
just a different dynamic than what people perceive as timeshare 
which is, as I mentioned, dated sort of from the 1990s.

“With that has come a complete evolution 
and transformation of the business, which is 
all about flexibility. Whether it’s going to our 
Atlanta property for a weekend for two days 
in a studio or going to Hawaii for a week for 
a family reunion in a three-bedroom — that 

flexibility is what people want.”
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TWST: What are some milestones that investors 
should be looking out for?

Mr. Brown: There’s a few and none of these are that 
unique to us. First of all, they should go back to COVID and see 
that our company was one of the only hospitality companies — not 
timeshare, all of hospitality consumer discretionary companies — 
that paid a dividend during the recession. That shows tremendous 
confidence and resiliency in our ability to generate cash flow.

Investors should also look at our projections going 
forward as we look at our ability to continue to generate cash flow 
and the stability and relatively low risk of our income streams as 
we go forward. We have proven through 9/11, through the great 
financial crisis and through COVID that people in good times and 
in bad are going to continue to go on vacation and do not view 
vacations as discretionary.

So I think for the next four quarters you should follow very 
closely that we will continue to see demand and the resiliency of that 
demand and how we can turn that demand into a steady distributable 
cash flow to either our shareholders or to reinvest back in the business.

TWST: What’s the most important thing a potential 
investor should know about your company?

Mr. Brown: The business model has proven over decades 
when economic times are great and when economic times have been 
soft that our consumers are highly loyal. We have a 2% attrition rate 
for all our owners who fully have paid off their ownership, which is 
80% of our owner base. And then our ability to generate free cash 
flow on a consistent basis at nearly 60% of the EBITDA is rock solid.

TWST: And what would you say was the most 
important takeaway from your most recent earnings report?

Mr. Brown: Travel + Leisure Co. continues to deliver 
its economic projections and continues to demonstrate that leisure 

travel is back. The product is wildly accepted by our consumers and 
ultimately that returns value to investors who are looking for safe 
harbors in an upcoming difficult period.

TWST: And before I let you go, is there anything you 
wanted to mention that we haven’t covered?

Mr. Brown: I’m extremely proud of our corporate 
sustainability program. Today the topic of ESG is on everyone’s 
mind, and Wall Street consultants, bankers, everyone is racing to 
define what good ESG is. ESG is good governance and ESG is 
being a good corporate citizen. And we define that as giving back 
to the communities where we live and where we operate, being a 
welcoming, inclusive environment for our associates and staying 
committed to creating sustainable and socially responsible resorts 
in our organization.

Eventually ESG will be defined by others more finitely. 
But for us it’s all about what we’re already doing. I’m super proud 
that you can not only deliver great economic results, great customer 
experience, but that can be combined, not in replacement of just 
good social responsibility. I think you can do all of those extremely 
well as an organization. We have our own definition of that, which 
is clearly laid out in our sustainability report.

TWST: Thank you. (CJ)
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SECTOR — LEISURE
(BDW600) TWST: Let’s begin with a brief history and overview 
of USLG. And tell us something about the company’s business 
model and its overall mission?

Mr. Corpora: When US Lighting Group went public, 
they were in the lighting business, and they established partnerships 
with Home Depot. They had created a very energy-efficient light 
bulb. However, the lighting business was short-lived. China was 
hard to compete with, and GE came out with a very energy-efficient 
light bulb as well. So the company moved forward getting into 
electronics, specifically in the automotive aftermarket, providing 
lighting, switches, and gauges for vintage cars. After this, the 
company grew roughly 20% a year, became very profitable, 
and started to get into the RV electronics business. That was the 
breakaway moment — entering the RV industry.

A core competency behind a lot of our employees and 
engineering staff was fiberglass experience. And the company felt 
that the ceiling of the aftermarket business was also starting to reach 
its limit. And so, long term, it looked like focusing on this market, 
the RV industry, would definitely outgrow the electronics business. 
Hence the formation of Cortes Campers. So we sold off certain 
assets in 2021 to fund the R&D behind Cortes. And as our core 
competency is fiberglass, we developed a product that definitely 
would compete in the molded fiberglass travel trailer niche market. 
Basically they’re small, innovative, lightweight towables.

TWST: Give us a closer look at USLG’s core business 
plan, and how has that has evolved.

Mr. Corpora: Basically, our company business plan is to 
not only develop the products related to our core competencies in 
fiberglass, and things like our 17-foot travel trailer, but to develop 
the distribution network. So we’re going to have a dealer network 

across the United States and Canada, and then hopefully in places like 
Europe and other parts of the world. So those are the milestones that 
we’re already developing; that is our network, as we speak. So that’s 
been a huge part of our success — developing our dealer network and 
expanding upon it, adding distributors in as many states as possible.

TWST What are your key end markets for high-
demand products like Cortes Campers and RVs? Currently, 
what’s driving most demand?

Mr. Corpora: Well, the RV industry has always been a 
multibillion-dollar industry. In addition, over the last few years, 
COVID has also fueled high demand in our marketplace. And we 
have a product that is designed to outlast anything out there in the 
market. Not only are we building our campers out of fiberglass, 
from an open mold, which have strength and rigidity, but we’re 
building it with zero wood. And that’s the game changer in the 
market. We’re using high-end marine-grade composites with zero 
wood. So there’s still high demand in the RV marketplace, and we 
have a superior product as well.

TWST: How do your products contribute to or help to 
improve environmental sustainability?

Mr. Corpora: In terms of camping, everybody’s trying to 
go off the grid. We are going to have some solar-powered capabilities 
with the rolling chassis that we’re using. So our consumers will 
definitely have a lot more capabilities to go off grid and break away as 
they choose. And if you look at our tiny home division, a separate unit 
of USLG, we will have completely self-sufficient off-grid housing — 
so we are unleashing Futuro houses. We just got the molds in from 
Michigan. We’ve outsourced the tooling and then we’re going to start 
production on our first house, and that will be completely off grid 
with solar, it will have wind power, it will have rainwater collection 
filtration, lithium batteries, and even propane as backup support.

ANTHONY CORPORA, CEO of US Lighting Group Inc., was a part of the research and 
development team of Cortes Campers LLC over the last two years. Cortes Campers, LLC 
is a subsidiary of US Lighting Group, and was created to market tow-behind travel trailers 
for the recreational vehicle market. Over the last two decades, Mr. Corpora worked for 
Mayfield City Schools in Cleveland, Ohio. Mr. Corpora started his career as a Transition 
Specialist, where he spent 12 years running a sheltered workshop and business with 
50 employees and roughly 60 ongoing customers, who were subcontracted through 
local industries. Mr. Corpora spent the last several years with the Mayfield Schools in 
a coordination role as Vocational Special Education Coordinator and was responsible 
for placement, programming, and employment outcomes for students with disabilities 

in both Career and Technical and Vocational training. He also served as the Crisis Prevention Instructor, serving 
seven schools in the district. Mr. Corpora was a head coach in three sports at Mayfield City Schools and has 
over 20 years of coaching experience. Mr. Corpora’s education includes a Bachelor of Science in Education at 
Kent State University, a master’s degree in Educational Administration from Ursuline College, a Transition to 
Work Endorsement and Principal’s License. Mr. Corpora comes from a strong background in leadership and 
management and values vision, collaboration, communication, and integrity.
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TWST: What are the advantages of fiberglass, as used 
in your products?

Mr. Corpora: It’s our core competency. Fiberglass is 
the basis for how we build things. We utilize the best gel coats 
in the industry. And when we’re talking from a consumer base, 
you’re looking at energy efficiency, so we have acrylic windows. 
That means we’re giving our consumers just a better product, to be 
energy efficient as they are leisurely camping.

TWST: Any other points about USLG’s competitive 
edge, and what the surrounding competitive environment is like?

Mr. Corpora: With the campers, we have a lightweight 
towable. So obviously, ours are energy efficient and reliable — 
you’re not going to need that one-ton diesel truck to pull our camper. 
Right now, we’re about 1,000 pounds lighter than our competitor 
offering the same classic camper. So we started with having a 
structure that is more lightweight, and it’s more rigid. Obviously, it’s 
more durable, because of the gel coat and fiberglass structure that 
we’re using. It won’t rot, mildew, mold or rust, and those are huge 
differentiators. We are almost 100% stainless on all our fasteners 
and hardware. And nobody else in the industry is doing that.

We are going to do a complete plug-and-play system for 
our wiring harness and in-camper components. And another unique 
feature that nobody else in the industry is doing includes double-
pane acrylic windows as standard feature. We also have patents 
pending on our camper. So we’re an innovator and disrupter.

TWST: What are some upcoming goals, especially as 
related to new offerings in the pipeline that you might soon launch?

Mr. Corpora: Our current goal is to develop our dealer 
network, so growing and scaling is very important. And we’re 
excited to unveil our new units. So our single-axle lineup will be 
a 13- to 17-foot, and a 22-footer. When we get into our 22-footer, 
that will be the game changer — something the RV industry has 
never seen in terms of not only shape but it’s functionality and 
cosmetic appeal. And it will be a complete 21st century RV, and very 
advanced. So there’s been a lot of interest and excitement about not 
only our current lineup, but our future Cortes offerings.

Then, moving to the Futuro houses, we’re looking to do 
worldwide distribution. People have gained interest in using these as 
Airbnbs and rentals. We’ve even had schools reach out to us, people 
in the salon industry, and dental industry. We know the market is 
really strong. It’s growing very rapidly. And we are unveiling our tiny 
house division with a complete re-engineering of the Futuro house. So 
we are already working on several platforms where we want to bring 
our composite technology. We’re getting interest all over the world, 

which is phenomenal. And then moving forward, we’re obviously 
excited to build a first prototype and then to move on to the next tiny 
house as well. Everything is already up on our website.

TWST: Can you share a view to the challenges that 
you’ve have met with over the recent past? How are you dealing 
with headwinds like inflation, recessionary environment, and/or 
supply chain issues? 

Mr. Corpora: Well, believe it or not, it’s been getting 
easier. We first started two years ago, when the RV industry was at 
its peak and booming. We’ve now built and expanded relationships 
with our distributors. We’ve strengthened our management team and 
are able to be on top of the game with all our raw materials. For our 
fiberglass, we have two vendors we’re working with. So for anything 
that we buy, we have backups. We have been very proactive keeping 
our focus on operations and revenue stream. So there are no misses 
because we can’t get product in. When you’re very structured and 
disciplined, you don’t run into too many challenges.

Obviously, the price of raw materials has gone up, just as 
everything out there has. And unfortunately, that’s happened to our 
campers. So we’ve raised the price, but again, so has everybody else. 
And the good thing is the market is bearing that and understanding 
that. And we’re still very successful in selling large volumes of 
campers. So we’ve had challenges, but we’re working through them. 
And if you look at our three subsidiary companies, we’re going to be 
in diversified markets, which will also leverage us to be successful, 
especially moving into the housing industry.

TWST: Can you share a closer look at your subsidiaries, 
and any other strategic partnerships? 

Mr. Corpora: Our strategic partnerships have been 
related to some outsourcing with our campers. We have a very 
capable frame manufacturer in Elkhart. And we are outsourcing 
wherever we can just to make sure that we can be extremely efficient 
in our production and to scale our operations.

In terms of the housing market, we definitely have a 
growing number of people interested in buying our homes who 
come from the real estate market. So we’re just starting to get on 
the ground floor of those conversations in terms of who are going to 
be our consumer base. And then our boat company is a part of the 
reason why we strengthened our management team.

Of course, we still need to focus on our strategic plan, 
like we have three children that we have to make sure we give 
them all attention, but yet do things methodically. So when we 
do unleash the boat company, we are going to prepare our 15-foot 
boat to compete with the Jet Ski rental market. We have a very, 
very good business plan. We are strategically planning to make 
sure that we are going to set ourselves up for success. We don’t 
want to grow too fast

TWST: What’s your vision for the company going 
forward? What will the company look like in three to five years?

Mr. Corpora: Well, it definitely will look different 
than it looks now. From Cortes Campers, we’re looking to 
have multiple versions in production and to go into worldwide 
distribution. Same thing with the houses. We’re hopefully starting 
with our UFO-styled house, and then move into our tiny house, 
and then grow and scale from there. For the boats, we’re going to 
start with our rental sites, do rental franchises, and then just grow 

“We’ve now built and expanded relationships 
with our distributors. We’ve strengthened our 
management team and are able to be on top 
of the game with all our raw materials. For 
our fiberglass, we have two vendors we’re 
working with. So for anything that we buy, 
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in scale because there are a lot of Jet Ski rentals out there. And then 
proceed to build our 27-foot boat.

So it’s all about planning; it’s all about understanding 
what we need to do, like making sure that our capital is in line, and 
making sure our revenue streams are there, so that we can still be 
able to grow and scale very strategically. This is a testament to our 
management team. So in five years, you will see that we will look a 
lot different than we are in 2022.

TWST: What’s your current cash level to fund planned 
growth initiatives? And maybe some highlights from your most 
recent earnings report?

Mr. Corpora: We are just starting to get our production 
flowing. So the revenues will increase and, obviously, investors will be 
able to check out our financials as the quarters come to a close. We have 
a backlog of $1 million in hard purchase orders and about $5 million 
in open POs. That’s just from Cortes Campers, where the excitement is 
right now. There’s clearly a lot of demand for our product.

TWST: Can you give us a closer look at where you 
plan to allocate needed capital over the next year or so — and 
how it will be funded? 

Mr. Corpora: Increasing the building size, our 
manufacturing capacity, will definitely be in the cards to grow and 
scale. We own our building, and we have land in the back. So 
there’s a lot of available space around us. And that will be one 
of the main necessities as we grow and scale, and there are some 
equipment needs and some operating capital needs as well. Our 
management team talks about that pretty much on a weekly basis, 
and we have the ground laid out as to what our capital needs will 
be next week, next month, and next year.

TWST: Do you see any clouds on the horizon or 
upcoming headwinds that might worry you? 

Mr. Corpora: Well, the good thing is, if you look at 
the camper market, and the housing market, it’s very rosy. And 
it’s been at the peak. Obviously, the goal is to keep building a 
product that will be in demand and superior in the market. And 
I’m confident that we have that. So, for example, with the Cortes 
Campers, a lot of our dealers who’ve known our Elkhart operations 
now are latching on to our brand. That’s just a testament to our 
company and what we’re doing. And our dealers are willing to 
diversify their camper lineup. So when you have a good product, it 
will survive in the good times and the bad.

TWST: Anything else that you would like to discuss 
before we conclude? Any topics we’ve missed?

Mr. Corpora: We’re very confident in our product and 
our brands and our business model moving forward. So we go 
to work seven days a week and keep making progress. And slow 
and steady progress over a long period of time is good business. 
So we’re very excited.

TWST: Thank you. (VSB)
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