Atlantic City casinos made nearly 25 percent less in 2008
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The numbers are not surprising, said casino analyst Cory H. Morowitz, of Morowitz Gaming Advisors LLC. 

“I think consumer spending will not improve until at least the fourth quarter this year, maybe beyond that,” Morowitz said. “It really is dependent on employment and consumer confidence. Consumers are not going to feel flushed for quite a while.”
Morowitz said casino operators will need to become more innovative if they want to build up business. 

“They’re going in the right direction, but more has to happen than just building rooms,” he said. The city itself has to become exciting. A lot of good things have to happen. But we haven’t gotten beyond that tipping point that makes this a place that people just have to come to.” 

ATLANTIC CITY -The casinos can still make money, but the industry is far from recession-proof. 

While gross operating profits fell significantly in 2008 and the fourth quarter, they managed to remain in positive territory, according to figures released Thursday by the state Casino Control Commission. Profits dropped by nearly 25 percent to $940.9 million last year, down from $1.25 billion in 2007. 

Fourth-quarter profits fell by almost 46 percent to $131.9 million, down from $243.5 million in the prior-year period. The numbers are not surprising, said casino analyst Cory H. Morowitz, of Morowitz Gaming Advisors LLC. 

The resort’s 11 casinos contended with competition from Pennsylvania slot parlors, temporary smoking restrictions on the gaming floors and a drop in consumer spending linked to the nation’s worsening economy. 

“I think consumer spending will not improve until at least the fourth quarter this year, maybe beyond that,” Morowitz said. “It really is dependent on employment and consumer confidence. Consumers are not going to feel flushed for quite a while.” 

The impact of less spending in the casinos is evident by declining revenues and income; only Harrah’s Atlantic City managed to improve its revenue in 2008. 

But combined, the casinos posted a net loss of $900 million in the fourth quarter, compared to a net loss of $235 million in the same period a year earlier. 

The larger income decline includes more than $890 million in non-cash write-downs required in the fourth quarter under certain accounting rules, said Linda M. Kassekert, the commission’s chair. 

After all of their charges, the casinos reported a net loss of $1.1 billion in 2008, compared to a net loss of $64.5 million in 2007. 

Net income, however, is not considered as important as gross operating profit, which is seen as the best way to measure a casino’s financial strength. Net income can be skewed by debt payments, tax considerations and other temporary costs. 

All the casinos’ gross operating profits were down in 2008 from 2007. Harrah’s was down the lowest by 1.1 percent to $164.1 million. Trump Taj Mahal Casino Resort was down by 16.7 percent to $99.6 million, slightly better than Caesars Atlantic City, which was down by 16.9 percent to $153.5 million. 

Both Harrah’s and Trump Taj Mahal opened new hotel towers last year in an effort to attract more business. 

Still, the occupancy rate in the city’s casino hotels declined to 87.4 percent last year from 91.6 percent in 2007. Kassekert said the casinos did add 2,485 more hotel rooms in that time, which may account for the drop. 

‘While the occupancy rate fell a bit, more people actually spent the night in casino hotels last year,’ she added. 

Meanwhile, promotional expenses were down by 4.8 percent to $1.6 billion. 

Mark Juliano, chief executive officer of Trump Entertainment Resorts Inc., which operates three Atlantic City casinos, said he’s looking for spending to improve in the second and third quarters of this year, when the tourism season is at its height. 

“We do hope people will travel closer to the Jersey shore this summer, and we’ll be a beneficiary of that,” Juliano said. 

But already this year, revenue has sunk by double-digit percentages over last year. 

Morowitz said casino operators will need to become more innovative if they want to build up business. 

“They’re going in the right direction, but more has to happen than just building rooms,” he said. “The city itself has to become exciting. A lot of good things have to happen. But we haven’t gotten beyond that tipping point that makes this a place that people just have to come to.”
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