
 

 

RAM Ratings lifts Rating Watch, reaffirms Dreamgate’s ratings  
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RAM Ratings has lifted the Rating Watch (with a negative outlook) and has reaffirmed the respective long- and short-

term ratings of Dreamgate Corporation Berhad’s (Dreamgate or the Group) RM200 million Commercial 

Papers/Medium-Term Notes Programme (2007/2014) (“CP/MTN”), at A1 and P1; the long-term rating has a stable 

outlook. Dreamgate is involved in sales and marketing, and the provision of technical support as well as maintenance 

and management services vis-à-vis gaming and amusement machines/equipment.  

The Rating Watch had initially been placed on 4 March 2009, prompted by concerns that recent changes in Cambodia’s 

gaming regulations could adversely affect Dreamgate’s credit profile, as the Group’s technical support and 

management services (“TSM”) concessions in that country contribute about 80% of the Group’s TSM revenue. In 

December 2008, the Cambodian government had issued a directive to ban its citizens from slot-machine gaming. At the 

time, slot-machine operators had been directed to remove their gaming machines from entertainment clubs by June 

2009; such machines could thereafter only be located in licensed casinos and hotels. Another directive was 

subsequently issued in February 2009, requiring all slot machines in hotels to cease operations immediately, pending a 

full review of their licences and compliance with the earlier directive. About 3,300 of Dreamgate’s slot machines had 

been affected by these rulings.  

Meanwhile, the reaffirmation of the ratings reflects Dreamgate’s quick progress in replacing the lost income from its

Cambodian operations. “Besides relocating some 90% of the affected slot machines to new and existing concessions, 

the Group has also secured 3 new TSM contracts while finalising 8 additional concessions. These new TSM 

concessions, which run for an initial period of 5 years, are expected to generate consistent income to the Group over 

the longer term,” says Kevin Lim, RAM Ratings’ Head of Consumer and Industrial Ratings.  

Although we expect Dreamgate to experience a blip in its financials in FY Dec 2009, the Group is well poised to 

rebound next year, once the machines have been fully redeployed and the new locations start contributing consistent 

income after an initial gestation period. Dreamgate’s credit profile is anticipated to recover swiftly by FY Dec 2010, with 

its funds from operations debt coverage ratio recovering to above 0.40 times.  

In the meantime, the ratings are also supported by Dreamgate’s improving geographic diversity, with more balanced 

contributions from the Philippines, Cambodia, Macau and Laos going forward. In particular, prospects in the Philippines 

and Macau are encouraging due to their more regulated operating environments and higher average gross revenue per 

slot machine. Also, Dreamgate’s established relationships with its customers and suppliers are expected to give the 

Group an edge over the longer term.  

On the other hand, the ratings remain moderated by the Group’s exposure to political and regulatory risks; the bulk of 

Dreamgate’s business emanates from outside Malaysia. Furthermore, the sensitive nature of the gaming industry 

means the Group is subject to various regulatory controls from time to time. Besides, given that Dreamgate needs to

bear the upfront costs of slot machines placed under its TSM concessions, the Group’s business remains highly capital-

intensive.  
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not comment on the security’s market price 

or its suitability for a particular investor, nor does it involve any audit by RAM Ratings. The credit rating also does not reflect the legality and

enforceability of financial obligations, transfer and convertibility risks, repatriation risk, currency risk or any other risk apart from credit risk. 

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities or the rated entity, and sometimes 

third parties participating in marketing the securities, insurers, guarantors, other obligors, underwriters, etc. The receipt of this compensation 

has no influence on RAM Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to preserving the 

objectivity, integrity and independence of its ratings. Rating fees are communicated to clients prior to the issuance of rating opinions. While 

RAM Ratings reserves the right to disseminate the ratings, it receives no payment for doing so, except for subscriptions to its publications. 
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