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 IN THE NEWS 

Impact of Inflation on Indian Gaming 

By David Howard 

Everyone has noticed it…milk, ground beef, gas, 

rent…these prices are shocking.  But how will 

these price increases impact the profitability of 

tribal casino operations?  We feel casinos need 

to be ready for a cooling-down period after the 

very strong performance in tribal gaming seen 

in the post-reopening period.  On the revenue 

side, rising inflation will start to impact custom-

er wallet share, with necessities eating into 

entertainment spending. On the expense side, 

casinos are facing rising costs across the board…

payroll, medical, supplies, food, etc.  In this 

newsletter, we highlight some recent data on 

inflation and its impact. 

According to a recent Gallup Poll in March 2022, 

17% cited the high cost of living/inflation and 

the economy as the most important problems 

facing the US today – and that trend line is in-

creasing.  Interestingly, an even greater 22% of 

those polled view poor leadership and the Rus-

sia/Ukraine war as a major problem. 

(continued on Page 2) 

The Russia/Ukraine conflict has already impact-

ed gas prices with food costs expected to con-

tinue to rise.  

A recent Google search for food stamps is still 

twice the average before the pandemic in 2014-

2019.This is indicative of both the concern over 

rising food costs and the number of people in 

need of assistance in buying basic food supplies 

for their household.  

Over the past year, we have seen a tremendous 

surge in consumer spending due to pent up 
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demand and the influx of government stimulus 

funding during the lockdowns of 2020.  Howev-

er, the savings rate is dwindling and is now 

back to historical levels.  This is likely due to 

both the end of government stimulus as well as 

a return to normal-life spending levels. 

With inflation soaring at 7.9% in February the 

Federal Reserve has begun to take action by 

starting to increase the Federal Funds Target 

Rate Range.  In March, the Fed approved its 

first rate hike in more than three years with 6 to 

8 increases expected to come in the near future 

(depending on who you talk to).  This aggres-

sive approach is expected to help curb inflation 

and slow down the economy to a manageable 

growth rate.  

What is the Fed’s track record?  Since 1961, the 

Fed has tried to stymie inflationary pressure 9 

times.  With the exception of 1994, a recession 

has followed a rate hike strategy. The gray bars 

in the chart below signal a recession. 

Should history be a guide here, we could be 

headed for recession soon given the number of 

rate hikes that are being forecast throughout 

the rest of 2022. 
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Ok, so this is not great news.  Logic dictates that 

rising cost of living and dwindling savings rates 

are certainly going to impact casino patrons’ 

wallets, but we are still not seeing big drop-offs 

in gaming revenues across various states as of 

January when inflation was 7.5% compared to 

January 2021.  In reviewing reported January 

2022 gaming revenues from 32 states, the aver-

age increase over 2021 was 31.8% and 21.4% 

over 2020.  As inflationary pressures continue, 

we are concerned that these gains will start to 

abate. 

While we are cautiously concerned, there are 

some positive factors to consider.   In looking 

back the recession in 2008-2009, locals gaming 

(including tribal casinos) fared much better than 

the large Las Vegas style resorts.  Other posi-

tives that may influence consumer spending are 

low unemployment, rising wages, and signifi-
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cant paper gains in homeowner equity, 

retirement, and saving accounts due to 

the robust housing and stock markets.   

There are a lot of near-term factors to 

watch.  What happens in Ukraine?  Will 

the Fed’s strategy slow the economy 

as projected?  Will COVID restrictions 

continue to abate along with a decline 

in cases?  Will unemployment stay 

low?   Over the past two years, we have 

learned that predicting the future of 

the economy is very difficult because we are 

dealing with so many unprecedented events.   

What can tribal gaming enterprises do? Prepare 

for a more conservative customer – likely spend-

ing less than last year – and a higher cost of 

doing business.  Deal with the factors within 

your control by delivering the best product and 

customer service to your gaming patrons.  Final-

ly, pay down debt, and maintain liquidity re-

serves – rising interest rates and potentially 

more volatile cash flow argue for a more con-

servative balance sheet.    Managing through 

inflation isn’t something we’ve had to contend 

with for quite some time… but we likely will be 

dealing with this environment for this year and 

likely beyond. 
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