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 IN THE NEWS 

I Knew I Should Have Made That Left Turn At Albuquerque?  

Key Observations In A COVID-19 World  

By William Crader, CFA  

 Over the course of the past six 

months, gaming enterprises in Indi-

an Country have experienced un-

precedented operating environ-

ments, in some cases going from full 

shutdown to limited reopening to 

shutdown to reopening again. Alt-

hough this has presented some 

unique challenges, we are also hear-

ing many tribal gaming enterprises 

(not all) are performing well on a 

year-over-year basis. We offer some 

key observations in the spirit of 

sharing best practices with our cli-

ents, as well as noting consistent 

themes being reported by Indian 

gaming facilities across the country. 

  

 Back to Basics. Even after reduc-

ing capacity by as much as 50 per-

cent in some facilities, we are hear-

ing consistent reports of locals-

focused Indian gaming facilities per-

forming well on a year-over-year 

(continued on Page 2) 

basis. Additionally, margins are im-

proving as operators have less over-

head with non-essential amenities 

shutdown. Going forward, one has 

to think management teams across 

the country will be revisiting the im-

portance of certain operational ele-

ments. Great games, great custom-

er service and great food are trans-

lating to great operating margins. 

  

 Substitution Effect? Is the lack of 

alternative entertainment options 

driving casino demand and opera-

tional performance? Absolutely. It’s 

anyone’s guess how long the phe-

nomenon will last. Our guess right 

now is limited entertainment op-

tions (no attendance at sporting 

events, no concerts, limited restau-

rant capacity, movie theaters shut-

down, etc.) should persist for anoth-

er six-months (through the first 

quarter of 2021), but at some point 
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the world has to start reverting 

back to “normal” . . . right? 

  

 What’s the deal with access to 

capital right now? The story is fairly 

straightforward: 

• Commercial banks: Banks contin-

ue to use their balance sheets to 

support existing customers. 

“New money” deals in the gam-

ing space are essentially not on 

the table, with the exception of 

adding exceptional levels of 

credit support (like collateral or 

guarantees). When things return 

to “normal,” expect higher pric-

ing and additional scrutiny 

around liquidity requirements. 

One solution we expect going 

forward will be additional revolv-

er capacity set aside for the un-

likely event of another shut-

down. All this translates to is 

that the days of LIBOR + 85 basis 

point deals won’t be seen any-

time soon. 

• Bond market: Apparently, the 

bond market is very strong, albe-

it looking to do deals at lower 

leverage levels. This is not to 

suggest pricing has improved 

markedly; but, it does mean that 

for the right project there is capi-

tal available. 

• Private equity/hedge funds: Alter-

native funding sources are open 

for business and offer creative 
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financing solutions. Keep in mind 

they are generally moving up the 

credit quality spectrum thereby 

filling the void created by com-

mercial lenders not providing 

new money deals. 

• Main Street Lending Program: We 

will let you know when and how 

this Gordian Knot is resolved, but 

we are not holding our breath 

thinking this program will catch 

fire any time soon. 

  

 WE REALLY NEED TO FOCUS 

ON DIVERSIFICATION! TFA has 

been consistently touting the im-

portance of diversification for years 

now. The pandemic has been a pro-

found wake up call, highlighting the 

need for diversification outside of 

gaming. Each tribe will have its own 

views on this topic and what diversi-

fication means to them, but at its 
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most basic, it’s committing to devel-

oping reliable and consistent cash 

flow streams that are independent 

of gaming. 

 

 The world has been turned a bit 

upside down the last few months 

and the title reflects a bit of how we 

feel sometimes, like Bugs Bunny 

popping out of a hole and not know-

ing exactly where he is (and we still 

have to get through the presidential 

elections!!!). We hope the above ob-

servations provided some interest-

ing points to consider as we all recal-

ibrate our bearings in a post-COVID-

19 world. TFA stands ready to help 

with your tribe’s capital needs and 

assist with strategic advisory and 

diversification efforts. We look for-

ward to connecting with you 

(hopefully in person) soon! 
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