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Canadian Marijuana Stocks Rebound from June 
Selloff  

The Ubika Marijuana Stock Bubble Index increased 11% since our last report dated June 26, 
2017, outperforming the TSX-V, which declined 1.5% over the same period. Its performance 
can be attributed to improved fundamentals, as many marijuana companies have reported 
better-than-expected earnings that pleased investors. Improved fundamentals are obviously 
a positive sign, as investors have larger expectations for marijuana companies, and seeing 
them meet performance expectations has surely pleased investors.
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Industry Highlights

• Canada’s legal marijuana market will not be able to meet demand if legalization 
happens next summer. Aaron Salz, a marijuana industry consultant, reported that the 
industry would not be able to expand quickly enough to supply the estimated five million 
Canadians who might want to buy recreational marijuana. Health Canada recognizes 
this problem, and in late May they announced the streamlining of the process to review 
applicants for growing licenses. A streamlined process means we could see increased 
competition between Canadian licensed marijuana producers, so market share of existing 
producers might be diluted, creating a risk that should be monitored. 

• On June 7th, MedReleaf Corp. (TSX: LEAF) completed its initial public offering, 
the Company issued 10.6mm shares at $9.50 per share for gross proceeds of $100.7mm, 
representing North America’s largest pot IPO to date. It was also Canada’s worst IPO 
debut since 2001. The Company’s share price fell 22% on opening day, the largest 
decline in a sizeable Canadian IPO in 16 years, amid growing concerns that pot stocks are 
overvalued. 

• The Horizons Medical Marijuana Life Sciences ETF has plunged 11% since it started 
trading in early April. The decline is due to marijuana valuations pulling back from highs 
earlier this year. PI Financial analyst Jason Zandberg stated, “all marijuana companies rose 
during pot mania, regardless of their investment merit, and the industry is now seeing the 
opposite as strong businesses like MedReleaf, Cronos Group, and Aphria fall in line with 
inferior cannabis stocks.”

Notable Performers

CanniMed Therapeutics (TSX:CMED)

CanniMed is an international plant biopharmaceutical company with 15 years of 
pharmaceutical cannabis cultivation experience, modern, Good Manufacturing Practices 
(GMP) compliant processes, with a wide range of pharmaceutical-grade cannabis products. In 
addition, the Company has an active plant biotechnology research and product development 
program focused on the production of plant-based materials for pharmaceutical, agricultural, 
and environmental applications. The Company’s stock price increased 29% since our last 
report due to strong Q2/2017 financial results, and the approval to commence construction on a 
new facility in Saskatchewan. 

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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CanniMed reported Q2/2017 financial results on June 12th, detailing increased sales and active 
patients. Sales for the quarter were $3.7mm, a 66% increase from the same period a year ago. 
Higher sales were driven primarily by rising demand, as dried medical cannabis sales of 373 
kg increased 72% from Q2/2016 and the Company saw a 14,000 increase in active patients. 
On the downside, the Company reported a loss per share of $0.08 in Q2/2017, a 4x increase 
from a $0.02 loss per share in Q2/2016. The increased net loss was due largely to an increase 
in SG&A expenses and higher freight and distribution costs as the Company increased its 
capability to support growing sales levels. 

Figure 1: CanniMed Financial Highlights

Source: Company Filings

During the quarter, the Company also announced that directors have approved the 
commencement of capital projects to increase the Company’s current cannabinoid oils processing 
capacity by constructing a new GMP-compliant facility in Saskatchewan. The facility has a 
planned capacity of 12mm, 60 kl bottles of cannabis oil per year. Initial capital costs for the 
facility are expected to be $10.5mm over a 20-month schedule from start to commissioning.   

CanniMed has a solid balance sheet with a 12x current ratio, $59mm in cash, and a 15% debt to 
equity ratio. At a multiple of 7.7x NTM revenue, the Company trades at a discount to their peer 
average of 9.3x NTM revenue. 

http://smallcappower.com/reports/
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Maple Leaf Green World (TSXV: MGW)

Maple Leaf currently operates three cannabis projects located in British Columbia (B.C.), 
California, and Nevada. The Company applies its eco-agricultural knowledge and cultivation 
technology to produce a contaminant-free, organic cannabis product. The long-term objective 
of the Company is to produce cannabis oil and export its products to approved countries. The 
Company’s stock price increased 14% since our last report due to operational updates on all 
three of their projects. 

The Company announced it has signed with Paramount Structures Inc (PSI) to commence 
construction immediately on its cannabis cultivation facility in B.C. (“the B.C. Facility”). 
Design, engineering, and procurement will begin immediately on the B.C. Facility, followed 
by site preparation in mid-August. The building is estimated to be completed in early 
December, indicating the Company will be ready to ramp up its operations by the time 
recreational marijuana is legalized in Canada next June. 

In Nevada, the Company completed the purchase of four acres of industrial land in the city of 
Henderson, (“the Nevada Facility”). The Nevada Facility has met the applicable preliminary 
requirements for a Medical Marijuana establishment. The Company submitted a Marijuana 
Establishment Certificate transfer application to the City of Henderson and expects its approval 
soon, as they believe the construction of the 20,000 sq. ft. facility will be approved by the end 
of 2017. 

In California, the Company also reported they are in the process of acquiring land in San 
Bernardo Country to apply for a medical cannabis cultivation permit. The Company also stated 
their Joint Venture operative in California reported revenues of ~$220,000 from last year, and 
the harvesting of the first crop of medical cannabis in 2017 has begun.  

The Company has a strong balance sheet with a 23x current ratio, $3mm in cash, and a 26% 
debt to equity ratio.

Organigram (TSXV: OGI)

Organigram is a licensed producer of medical marijuana in Canada. They are focused on 
producing the highest quality, condition specific medical marijuana for patients in Canada. 
Organigram has one facility located in Moncton, New Brunswick, and the Company is 
regulated by the Access to Cannabis for Medical Purposes Act (ACMRP). The Company’s 
stock price has increased 6% since our last report due to a polarizing FQ3/2017 financial 
report. 

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Medical Purposes Act (ACMRP). The Company’s stock price has been flat since our last report 
due to a polarizing FQ3/2017 financial report. 

Some positives from the Company’s earnings release were a reported 25% increase in 
registered patients in FQ3/2017, compared to the same period last year, and 190 litres of 
marijuana oil sold during the period compared to 0 litres in FQ3/2016. The increase in 
registered patients illustrates the Company’s ability to build a sizeable customer base of 
medical marijuana patients. 

Organigram reported net sales of $1.9mm, a mere 5.5% increase from $1.8mm in Q3/2016. 
Slower growth causes concern for marijuana investors, as these companies are typically 
bought for their growth. Organigram’s revenue growth is lackluster compared to its peers, who 
are experiencing double to triple digit revenue growth. Revenue only increased mildly due to a 
decrease in dried marijuana sales from ~210k grams in Q3/2016 to 200k grams in Q3/2017.

Figure 2: Organigram Sales

Source: Company Filings

Organigram reported a net loss of $2.3mm, compared to a profit of 367k during the 
same period a year ago. The overall poor performance in the quarter can be attributed 
to the Company’s product recall last year, and its efforts to repair the damage. The 
Company’s CEO stated,

      “The Company has a solid balance sheet with a 14x current ratio, $2.7mm in         
 cash, and a 3% debt to equity ratio. At 4.8x NTM EV/revenue, the Company  
 trades at a discount to their peer average of 9.3x. The discounted multiple is  
 likely due to uncertainty surrounding their ability to recover from last year’s  
 product recall.”
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Bubble Radar

Trading multiples have compressed slightly since our last report, as stocks in the UM10 index 
now trade at 41.8x LTM revenue compared to 42.5x in late June. Compressed multiples can 
be attributed to companies reporting strong revenue growth, indicating that companies are 
growing into their valuations. The high multiples assigned to marijuana companies display 
the high-risk, high-reward nature of an investment into the industry. If companies meet their 
growth expectations investors will be rewarded. If not, a large percentage of their investment.

The Company has a solid balance sheet with a 14x current ratio, $2.7mm in cash, and 
a 3% debt to equity ratio. At 4.8x NTM EV/revenue, the Company trades at a discount 
to their peer average of 9.3x. The discounted multiple is likely due to uncertainty 
surrounding their ability to recover from last year’s product recall.
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Important Disclosure
Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly owned 
subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com. By accessing 
this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available at law and in 
equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer
Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information 
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities. 
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, or 
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika and/or 
its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts of interest 
and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered 
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for capital 
market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these “Analyst Covered 
Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will not constitute an offer 
to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies mentioned in smallcappower.
com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or 
recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory 
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content on 
this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments, 
views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking, 
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to buy or 
sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is advised to 
seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference is 
made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these reports 
and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation or inquiry 
as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from sources believed 
to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis without warranties or 
representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions of any kind, including 
without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory quality, merchantability, 
merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and its affiliates assume no 
responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions taken 
in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, special, 
or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in reliance upon 
the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective officers, directors, 
agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional advice 
to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.Ubika and 
its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research 
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond the control 
of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika 
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and 
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed 
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in 
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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