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Casino REITs - Not a Zero-Sum Game - Maintain Buy
While shares of REITs have been under some pressure due to the recent spike in interest
rates, we remain bullish on the Casino REIT sector overall.
We are maintaining our Buy rating on the shares of MGP but are revising our price target
modestly to $32 (from $33) which is based on a 15.3x multiple of our 2019 Adjusted EBITDA
estimate of $775M and a 14.0x multiple of our 2019 AFFO estimate of $2.29.
Casinos a compelling real estate play. We prefer the casino real estate asset class for a
number of a reasons, including the iconic and irreplaceable nature of Las Vegas Strip real
estate; the high barriers to entry in casino markets (particularly Las Vegas); the fact that the
gaming business is not "Amazonable"; and the predictability and durability of the underlying
revenue streams. In Las Vegas specifically, about 35% of revenue is generated by casino
gaming with the remaining 65% of revenue coming from non-gaming, which is segmented
into hotel, retail, F&B, and entertainment. Casino resorts are in their nature diversified in how
they capture consumer wallet share.
A Casino REIT for everyone. With three publicly-listed Casino REITs now in the market,
investors have seemingly "picked their pony" but we contend the sector is not a zero-sum
game. We believe each of the three public Casino REITs offer investors slightly different
appeal, but see opportunity across the board.
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Las Vegas real estate for the traditionalist. MGP has the greatest mix of Las Vegas
real estate, which we find particularly compelling. We believe the Las Vegas Strip assets
appeal to traditionalists focused on asset quality as each of MGP's Las Vegas properties are
one of a kind. This asset-quality play for MGP is one of the key contributing factors to our
valuation. Further, the company's regional gaming assets (i.e. Beau Rivage, MGM Grand
Detroit, Borgata, MGM National Harbor) are best-in-class resorts in their respective markets
as well. While these regional assets aren't quite as compelling as the Las Vegas Strip, they
are high-quality, one-of-a-kind properties.
More growth to come. Although MGP hasn't partnered with an operator away from MGM
yet, we do believe it is only a matter of time. Further, we aren't convinced there should be
much of a rush to do a deal away from MGM given the depth of the pipeline at home. With
MGM Springfield and the Monte Carlo re-branding both scheduled to open later this year,
along with other MGM assets such as CityCenter, Circus Circus, and the MGM Grand, we
see no issue with long-term growth opportunities for MGP. We would also call out that the 2%
annual rent escalator is fixed through 2021 which should provide just enough rent growth for
MGP to keep the dividend growing at least in line with modest interest rate increases.
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Figure 1. MGM Growth Properties Summary Financial Model

Source: Company documents, Union Gaming Securities.
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Important Disclosure
Analyst Certification
The analyst, John DeCree, primarily responsible for the preparation of this research report attests to the following: (1) that the views and
opinions rendered in this research report reflect his or her personal views about the subject companies or issuers; and (2) that no part of
the research analyst’s compensation was, is, or will be directly related to the specific recommendations or views in this research report.

Company Specific Disclosures
Union Gaming or an affiliate has had a client relationship with this subject company MGM Growth Properties LLC for investment banking
services.
Union Gaming or an affiliate has received compensation from this subject company MGM Growth Properties LLC for investment banking
services in the last 12 months.
Union Gaming or an affiliate has acted as a manager or co-manager of a public offering of securities by this subject company MGM Growth
Properties LLC in the last 12 months.
Union Gaming or an affiliate expects to receive or intends to seek compensation for investment banking services from this subject company
MGM Growth Properties LLC within the next three months.
The following company is a client of Union Gaming and the firm has received or is entitled to receive compensation for investment banking
services involving their securities within the last 12 months: MGP
Union Gaming or an affiliate has a client relationship with or received compensation from this subject company MGM Resorts International
for non-securities services in the last 12 months.

Ratings Definitions
Current Ratings Definition
Union Gaming Securities LLC and Union Gaming Securities Asia Limited use a traditional ratings construct (Buy, Hold, and Sell) that is
underscored by percentage upside/downside from current trading levels along with dividend yields for total return. We exclude special
dividends and contemplate regular dividends only in our total return forecasts. These are absolute ratings, not relative or forced ratings.
We define a Buy rating as a company whose shares exhibit total return (appreciation and dividends) potential of at least 15% within the
next 12 months, and conversely a Sell rating as a company whose shares exhibit downside potential of at least 15% within the next 12
months. A Hold rating is reserved for companies whose shares exhibit total return potential between those parameters.
Buy – the total forecasted return is expected to be greater than 15% within the next 12 months
Hold – the total forecasted return is expected to be greater than or equal to 0% and less than or equal to 15%
Sell – whose shares exhibit downside potential of at least 15% within the next 12 months
Suspended – the company rating, target price and earnings estimates have been temporarily suspended.

Valuation and Risks
Valuation
Enterprise Value-to-EBITDA, Sum-of-the-Parts Analysis, Price-to-Earnings Ratio, Discounted Cash Flow Analysis, Price-to-AFFO, Net
Asset Value.
Risks
Union Gaming Securities’ equity research team covers the casino, gambling, gaming, lottery and related sectors. The companies operating
within these sectors generally have a global presence or significant exposure to China and Las Vegas, among other markets. In addition, the
markets that companies in these sectors operate are highly regulated by local and federal governments. Risks across or specific to one or
more of these sectors include regulatory or legislative impacts related to licensing, tourism or the competitive landscape. Licenses to operate
gaming facilities or supply gaming equipment or lottery services are often governed by regulatory authorities. Additional Risks for investing
in these sectors include volatility in consumer discretionary spending and consumer confidence, currency, interest rates, unemployment
rates, access to capital, the cost of capital, commodity costs, geopolitical uncertainty, and unfavorable government regulations. Companies
operating within our covered sectors rely in part on tourism, and business trends could be impacted by changes or influences to tourism in
a given market or markets , including visa policy, transit policies and security, transportation infrastructure, weather and natural disasters.
Risks specifically related to MGM Growth Properties LLC include rising interest rates, being exposed to a single tenant under its master
lease, and concentrated geographic diversity in Las Vegas. MGP is a controlled REIT and its shareholders' interests may not always be
aligned with the interests of the controlling entity.
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General Disclosures
Additional information is available upon request.
This report was prepared by Union Gaming Securities LLC. Union Gaming Securities LLC is a FINRA member firm and wholly owned
subsidiary of Union Gaming Group LLC. Union Gaming Group LLC also owns Union Gaming Securities Asia Ltd., a licensed corporation
with the Securities and Futures Commission (SFC) in Hong Kong and Union Gaming Analytics, LLC. All questions or comments concerning
this research report should be addressed to Union Gaming Securities LLC at (702) 866-0743.
Neither Union Gaming Securities LLC("UGS") nor its affiliates, analysts or employees own any securities of companies analyzed in the
research reports it distributes. Neither Union Gaming Securities LLC nor its affiliates or analysts serve as an officer, director or advisory
board member of any Subject Company. UGS, its affiliates, analysts and employees may have received investment banking, non-investment
banking securities and non-securities service, related compensation from the subject company in the past 12 months. It further intends
to seek compensation for investment banking, non-investment banking securities and non-securities service, related activities in the next
three months. Accordingly, investors should be aware that the firm and its affiliates may have a conflict of interest that could affect the
objectivity of the reports it distributes. UGS is not now nor has ever been a market maker.
All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local exchanges
via Bloomberg and Factset. Data is sourced from Union Gaming Securities LLC, Union Gaming Securities Asia Limited, and subject
companies. Union Gaming Securities LLC and Union Gaming Securities Asia Limited are not responsible for errors in prices provided by
independent sources. Data, analyses, and reports necessarily contain time-sensitive information, and no subscriber or client should rely
on dated reports or conclusions.
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Investor clients and financial advisers should consider any report from Union Gaming as only a single factor in making any investment
decision.
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