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Market? Part 1

In this report we present data that indicate Las Vegas will not see
significant population growth moving forward compared to what
the city experienced in the early to mid-2000s. We also showed that
the most recent statistics describe a noticeable decline in how much
locals are gambling.

In its IPO prospectus, Red Rock Resorts (NASDAQ: RRR) told investors two important pieces of
information about its Las Vegas business:

1. “Our Las Vegas properties are broadly distributed throughout the market and easily
accessible, with over 90% of the Las Vegas population located within five miles of one of
our gaming facilities.”1

2. “[W]e estimate that nearly half of the adult population of the Las Vegas metropolitan area
are members of our Boarding Pass program and have visited one or more of our properties
during the year ended December 31, 2015.”2

While these numbers may sound impressive, they also appear to leave little room for growth with
respect to the company’s Las Vegas locals business. It is difficult to envision significant revenue
bumps from building or acquiring more properties to cover the 10% of the population not
currently living within a five-mile radius of an RRR property. In addition, if the company’s
estimate is right and nearly half of the adult population in Las Vegas are members of its player
rewards program, RRR will find difficulty signing up new locals since a recent survey tells us that
only slightly over half of the adult population gambles.3

The flip side of the company’s saturation of the locals market means growth in its core Las Vegas
business would have to come from significant increases in (1) the population of Las Vegas and/or
(2) customer spending per capita. In this report, we examine available data to assess the
likelihood of either happening. Our conclusion: facing low population growth and a decline in
locals’ gaming behaviors, RRR is unlikely to experience much, if any, upside in its core Las Vegas
locals business, which accounted for 92% of its net revenues and 89% of its adjusted EBITDA in
the first quarter of 2016.4

Las Vegas population trends

The Las Vegas metropolitan area has shown some growth in population over the past five years, in
spite of a slight dip in 2011. However, what we are seeing now does not compare to the significant
population growth Las Vegas experienced during the early to mid-2000s. Moreover, Las Vegas is
unlikely to see the same kind of population boom like it did in the 2000s, according to expert
projections.

From 2010 to 2015, the Las Vegas population grew 5.46%> (Figure 1), compared to 26.5%°
population growth from 2002 to 2007 (Figure 2).
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Figure 1: Clark County (LV Metro Area) Population
2010- 2015
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Annual population growth from 2010 to 2015 averaged 1.2% with a peak of 2.7% in 2013. From

2002 to 2007, annual growth averaged more than 4 times higher at 4.9% with a peak of 6.4% in
2004.

Figure 2: Clark County (LV Metro Area) Population
2002 - 2007
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This kind of population explosion is not likely to return, according to projections by experts.
Population forecasts show low, single-digit growth for the Las Vegas metropolitan area. The
Nevada State Demographer’s Office predicts 0.9% annual growth rates or lower for 2017 through
2033 and UNLV’s Center for Business and Economic Research (CBER) estimates annual growth
rates of 1.7% and lower from 2017 through 2050 (Table 1).7:8
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Table 1: Clark County Population Forecasts

Year NV Demographer UNLV CBER
Population Forecast % Change Population Forecast % Change

2017 2,103,756 0.9% 2,225,000 1.6%
2018 2,120,173 0.8% 2,262,000 1.7%
2019 2,136,172 0.8% 2,299,000 1.6%
2020 2,151,890 0.7% 2,335,000 1.6%
2021 2,167,333 0.7% 2,371,000 1.5%
2022 2,182,738 0.7% 2,407,000 1.5%
2023 2,198,239 0.7% 2,441,000 1.4%
2024 2,213,760 0.7% 2,475,000 1.4%
2025 2,229,488 0.7% 2,507,000 1.3%
2026 2,245,403 0.7% 2,538,000 1.2%
2027 2,261,393 0.7% 2,568,000 1.2%
2028 2,277,401 0.7% 2,598,000 1.2%
2029 2,293,502 0.7% 2,626,000 1.1%
2030 2,309,823 0.7% 2,654,000 1.1%
2031 2,326,311 0.7% 2,679,000 0.9%
2032 2,343,060 0.7% 2,704,000 0.9%
2033 2,360,102 0.7% 2,729,000 0.9%
2034 2,753,000 0.9%
2035 2,776,000 0.8%
2040 2,887,000 0.8%
2045 2,996,000 0.7%
2050 3,109,000 0.7%

Sources: Nevada State Demographer’s Office, UNLV Center for Business and Economic Research

With little population growth ahead, the Las Vegas locals market looks like a mature market that is
unlikely to expand significantly. As 90% of the existing population already lives within five miles
of one of the RRR properties, growth in the company’s core Las Vegas business would need to
come from more customer visits and greater customer spending, not population expansion.

Local gaming behaviors

A useful source of information to gauge the health and growth potential of the Las Vegas locals
market is the Clark County Residents Study commissioned by the Las Vegas Convention and
Visitors Authority (LVCVA). These biennial studies are conducted with a random sample of 1,200
local participants and provide useful insights into locals’ gaming behavior and their overall
entertainment spending patterns.®

A comparison of the 2006 and 2014 Resident Study shows a significant decline in locals’ gaming
activity, frequency, and budgets (Table 2).10
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Table 2: Decline in Las Vegas locals’ gaming behaviors

GAMING BEHAVIORS 2006 2014
l(\/ll.:ztk ferg)quent leisure activity ond l6th
Favorite leisure activity (ranked) 1st ~l¢6th
Do not gamble 33% T46%
Do gamble 67% | 1549,
" Twice a week or more | 27% 1,11%
Onceaweek | 19% T21%
1-2 timesamonth | 350, T38%
Less than once amonth | 21% T38%
- Noanswer | 1% 1%
Average Gambling Budget (Per Day) $70.31 ~l¢$66. 56
B $50 ormore | 47% | 439
$25-$49.99 | 16% | l159
$15-$2499 | 19% | =19%
$10-$1499 | 9% = 9%
L Less than $10 | 8% T14%

As we noted earlier, almost half (46%) of Las Vegas residents did not gamble in 2014, a
percentage that rose significantly from the one-third (33%) who said they did not gamble back in
2006. In addition, how locals rank gambling among both their most frequent and favorite leisure
activities, how often people gamble, and how much they budget for gambling are down across the
board. These declining gauges of locals’ gaming behavior are consistent with what we have
observed in the stagnant slot handle for the Las Vegas locals market, which we described in a

previous report.

Since locals are gambling less and population growth is slow going forward, it is unclear how Red

Rock can grow its core Las Vegas business.

In a follow-up report, we will provide an update on the health of the Las Vegas locals gaming

market.
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1 Red Rock Resorts, Inc. SEC Form S-1/A. April 15, 2016, p. 1.

Z Red Rock Resorts, Inc. SEC Form S-1/A. April 15, 2016, p. 3.

3 GLS Research. 2014 Clark County Residents Study. LVCVA. P. 3.
http://www.lvcva.com/includes/content/images/media/docs/2014-Clark County Resident Study.pdf
4Red Rock Resorts Inc Red Rock Resorts announces first quarter 2016 results Press release. May 12, 2016.

5 Las Vegas populatlon in 2015 was 2 147, 641 in 2010 it was 2,036,358.

Las Vegas Convention and Visitors Authority (LVCVA). Clark County (Las Vegas Metropolitan) Population Trends:
1980-2015. March 2016. http://www.lvcva.com/includes/content/images/MEDIA /docs/Population-2015.pdf

6 Las Vegas population in 2007 was 1,996,542, in 2002 it was 1,578,332.

Las Vegas Convention and Visitors Authority (LVCVA). Clark County (Las Vegas Metropolitan) Population Trends:
1980-2015. March 2016. http://www.lvcva.com/includes/content/images/MEDIA/docs/Population-2015.pdf

7 Hardcastle, Jeff. Nevada County Population Projections: 2014 to 2033. Nevada State Demographer’s Office. October 1,
2014, p. 13. http://nvdemography.org/wp-content/uploads/2014/10/Nevada-Population-Projections-2014-Full-
Document.pdf

8 Tra, Constant I. Population Forecasts: Long-Term Projections for Clark County, Nevada 2015-2050. Center for
Business and Economic Research, UNLV. 2015, p. 3. http: //www.clarkcountynv.gov/comprehensive-

planning/demographics/Documents/2015 Population Forecasts.pdf
9 The biennial studies can be requested directly from the LVCVA.

10 The 2014 LVCVA Residents Study is the most recent.
GLS Research. 2014 Clark County Residents Study. LVCVA.
http: //www.lvcva.com/includes/content/images/media/docs/2014-Clark County Resident Study.pdf
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