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How to Play PASPA from Canada
ntil recently, the Interstate Wire
Act of 1961, combined with the
Professional and Amateur Sport
Protection Act (PASPA) of 1992, prohibited
sports betting in the U.S. in all but four grandfathered states (Montana, Oregon, Nevada,
Delaware). Despite its illegal status, sports
betting has been a thriving underground business, with the American Gaming Association
(AGA) estimating that in 2015, $149B was
wagered illegally on U.S. sports – the 2016
Super Bowl 50 alone attracted $4.1B in illegal
wagers, with only ~$100M placed legally.
In mid-May 2018, the U.S. Supreme Court
overturned PASPA in a decision that found
PASPA unconstitutional in a 7-2 decision.
What this means is it will be up to individual
states to decide whether to allow its residents
to bet on sports. Many are expected to move
quickly to establish sports betting as a means
to increase their respective coffers. We have
since seen a number of states pass legislation
to allow online gambling. We believe the U.S.
market will take 3-5 years to fully develop.

vices, and civilians aren’t permitted to offer
or use private gambling services. At present,
the Canadian Criminal Code explicitly prohibits Canadian civilians from marketing or
offering betting services to other Canadians.
Provincial governments are permitted to
offer a variety of gambling services, including parlay betting on sports. In practice, the
vague nature of Canadian gambling laws and
the limited sports betting options offered
by provincial governments have resulted in
extensive online sports betting activity. It’s
estimated that Canadians bet over $2B with
offshore bookmakers every year.
Brian Masse, NDP MP of Windsor West,
tabled Bill C-221 in 2016 to repeal paragraph
207(4)(b) of the Criminal Code to make it lawful for the government of a province, or a person
or entity licensed by the Lieutenant Governor
in Council of that province, to conduct and
manage a lottery scheme in the province that
involves betting on a race or fight or on a single
sport event or athletic contest. Bill C-221 was
defeated on September 21, 2016; 156 “nay” votes
to 133 “yay” votes. We expect a revisit or a new
Bill to be tabled in due course in light of the
recent SCOTUS ruling on PASPA.
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The legality of online betting in Canada is
currently a grey area. Provincial governments have a monopoly on gambling ser-

We believe the best way to play PASPA from
Canada is through the Stars Group (TSGUS, Buy, US$43 PT) and Newgioco Group
(NWGI-US, Spec Buy, US$1.80 PT).
Sportsbook represents 50% of the global
online gambling market. The Stars Group
officially rolled out its sportsbook product,
BetStars, in a limited capacity in December
2015 in anticipation of the Euro 2016 soccer
competition. The sports betting product will
launch within the PokerStars poker client in
certain markets, and PokerStars will gradually
add more markets as well as web and mobile
versions over time. We think the CrownBet,
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William Hill Australia and SkyBet acquisitions are a meaningful expansion in this vertical, with focus now on integration and growth
in their respective markets.
TSGI reported Q218 revenue of $412M
(EWP: $385M) (Cons: $381M), Adj. EBITDA
of $168M (EWP: $156M) (Cons: $152M),
and Adj. EPS of $0.60 (EWP: $0.56) (Cons:
$0.54). Its newly segmented International
and Australia divisions contributed $350M
and $61M, respectively, to revenue. Organic
growth in the Q was 15%. Consolidated Poker,
Casino and Sportsbook revenues in the quarter were $217M, $102M, and $81M, respectively. International and Australia quarterly
real-money active uniques (QAUs) were down
5.2%. 2018 guidance was updated including
the recent CrownBet, WMH Australia and
SkyBet acquisitions with 2018 revenue between
$1,995-2,145M (prev. $1,390-1,470M), Adj.
EBITDA between $755-810M (prev. $625650M), and Adj. EPS between $1.99-2.22
(prev. $2.33-2.47). International net deposits
were $322M in the quarter, an increase of
19.3% y/y. If the three sportsbook acquisitions
were considered from the beginning of 2017,
the revenue mix by product would have been:
Poker (37%), Sportsbook (34%), and Casino
(26%), with 75% of 2017 revenues from locally
regulated or taxed markets.
TSGI is strategically evaluating opportunities to partner with various gaming operators and media companies in New Jersey
(extended existing poker/casino partnership
with Resorts Casino to launch an online and
mobile sportsbook in the near future) and
Pennsylvania (announced a partnership with
Mount Airy Casino Resort to offer betting
and gaming products subject to regulatory
approval). As the US market evolves, TSGI
will seek to secure leading market positions
by combining its expertise and brand awareness with strategic focus on: (1) selectively
partnering with land based gaming operators
and/or lotteries in key U.S. states; (2) provid-
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Exhibit 1 – What’s the current state of sports betting in the U.S.? Source: www.playusa.com; ESPN

ing a multi-vertical offering of poker, casino
and betting; and (3) following CMA approval
of the SkyBet acquisition, TSGI intends to
export to the U.S. SkyBet’s deep expertise with
respect to the integration of media and sports.
Newgioco engages in the operation of
licensed gaming, providing retail web-based
and land-based gaming services in Italy. The
Company offers online casino, sports betting,
virtual sports betting, horse racing, and physical
slots. The Company was founded on August 26,
1998, and is headquartered in Toronto, Canada,
with wholly owned subsidiaries in Italy and
Austria. Subsidiaries include: Multigioco Srl
(acquired on August 15, 2014), Rifa Srl (acquired
on January 1, 2015), as well as Ulisse Gmbh and
Odissea Betriebsinformatik Beratung Gmbh
(both acquired on July 1, 2016).
NWGI had a strong Q218 which included
15 days of the 2018 World Cup – Q218 revenue was $8.8M, with adj. EBITDA of $1.1M
(excl. the non-cash derivative liability related
to the convertible debenture and share price
volatility through Q218). Non-GAAP betting
turnover in Q218 was $100M (+101.6% y/y),
and $190.6M (+86.3% y/y) for the H118.
NWGI is on track to exceed its 2018 projected turnover target of ~$300M. NWGI
has obtained final SOGEI certification just
in time for the start of the 2018/2019 Italian
soccer season. Odissea is now independently
connected to the regulator and completely
free from third party processing.
Several reasons why we like Newgioco are:
www.stocknewsnow.com

(1) NWGI currently has the 20th largest share
of the Italian online market – a tremendous
opportunity exists in rolling up smaller operators beneath it while staying under the radar
of the larger players. (2) With over 150,000
events per season and more than 90,000 events
in Live mode, Newgioco has a highly competitive game offering for bets and sporting events
through its Odissea platform. (3) Newgioco’s
management team has a combined 100+ years’
experience in gaming and technology development. An extensive network in the Italian
marketplace among operators and government
regulators should be beneficial as Newgioco
expands in the region and seeks opportunities
abroad. (4) Newgioco launched the first phase
of its Artificial Intelligence (AI) technology
on its ELYS Odissea gaming platform with
the release of CHATBOT – CHATBOT is an
AI betting technology using customized pattern recognition and machine-learning algorithms to determine the relevant features of
customer interactions and to develop a comprehensive customer betting profile. (5) We
expect Newgioco to start showing business-tobusiness (B2B) revenue on white-labelling its
platform by the end of this year, and use it as a
vehicle for international expansion – including
the US sports betting market.

Is an Amendment to the
Federal Wire Act of 1961 Next?

to bet across state lines – even if the respective
states in question have legalized online sportsbetting. Evidence has shown that a high number
of gaming and gambling companies have used
blockchain technology to raise money and fund
startups. In total, more than $4B has been raised
via ICOs, according to Autonomous NEXT.
Business Insider reported a $500M ICO to build
a floating cryptocurrency casino in Macau.
Gambling with cryptocurrencies – as opposed
to fiat money – can currently be conducted
without the need to provide identification documents, or in some cases, without the need to
create an account. Demand for anonymous
gambling is evident in the relatively high use of
pre-paid cards – such as the paysafecard– on
gambling websites, and in consumer behaviour
surveys. What about setting up a blockchain
platform, to allow sports betting across state lines
via smart contracts between the bettor, operator
and respective states involved where betting is
legal and taxes are collected. We note that both
Stars Group and Newgioco have blockchain and
AI capabilities already in place. n
Note: This article is not an attempt to provide
investment advice. The content is purely the author’s
personal opinions and should not be considered
advice of any kind. Investors are advised to conduct
their own research or seek the advice of a registered
investment professional. The author does not own
shares or any equity or debt interest in any companies
mentioned in this article before or at its publishing.

Despite the PASPA ruling, it would still be illegal
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