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Week Ended November 20, 2015
Licensed Producers Buck Downtrend – Legalization Resistance – Trudeau Starts Legalization Ball Rolling – Health Canada Cease and Desist Orders Ignored? – Liquor Store Distribution Not the Best Idea
Marijuana Stock Market Review & Outlook
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This statistical analysis is proprietary to Let's Toke Business based onthe

share performance of over one hundred U.S. and Canadian companies E&0E
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This statistical analysis is proprietary to Let's Toke Business based on
the weekly share performance of over fifty U.S. and Canadian companies
recorded after the close oftrading each week. E&OE
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The LTB Marijuana Composite Index continues to be a bumpy ride up a steep slope. As we have said for the past two weeks, the market seemed to point to continued weakness and that has been the case. The LTB Composite looks like it might test the 400 level where it bottomed in mid October. However stronger fundamentals should provide support at or above that level. The chart to the lower right illustrates the volatility we have seen. With the exception of a four week rally around the election, the Marijuana Composite Index has moved up and down like a two floor elevator.
[image: image5.png]LTB Marijuana Licensed Producer
Composite Index




Although we anticipated the LTB Licensed Producer Index to follow the market lower, this group managed to rebound against the trend with four of the six components posting advances. As we commented many times in the past six months, we view strength in this sector as a positive development. The Licensed Producers are the leaders in the Canadian marijuana industry and have obviously been under accumulation since we identified the double bottom. (see Let’s Toke Business, October 2, 2015). This is a sign of confidence in the Canadian marijuana group.
The chart to the right confirms the LTB Marijuana Composite is moving up a steep slope. Among nine other major world markets, the LTB Composite Index return is second only to France in 2015 year to date return and ahead of the long term average from common stocks of around 9%. On a year to date basis, Canada ranks at the bottom with a -8.2% return.
From a long term perspective, investors should consult with their advisors to ensure they can withstand the higher volatility demonstrated by publically traded stocks in the relatively new Canadian marijuana industry. If so, the long term return suggests investors should see if some exposure to this high growth sector is appropriate. 
Marijuana Matters
Clearly the legalization of cannabis will follow different paths in the U.S. compared with Canada. South of the border, legalization of medical and recreational marijuana will happen on a state by state basis with the overriding mandate coming down from the Federal Government. In Canada, legalization of medical marijuana was enacted by the Federal Government for the entire country at the direction of the Supreme Court. The legalization of recreational marijuana will also be mandated Federally. The newly elected Liberal Government seems destined to introduce legal recreational marijuana for Canada during the current term in office.
It seems, however, both Canada and the U.S. will have pockets of resistance. In Canada, we commented on the actions of Alberta’s Health Ministry that seemed to be unnecessarily harassing medical marijuana users. (see Let’s Toke Business September 18, 2015) Alberta was a stronghold of the former Conservative Government that made no bones about being against recreational marijuana and only approved medical marijuana when forced by the Supreme Court.

In the U.S., the Federal Government maintains laws making marijuana a Schedule I Drug although their posturing has taken a milder tone of late. Basically, they have taken the position they are still against cannabis but they are directing the Department of Justice to stop interfering with laws in nearly half the States that have approved medical and/or recreational marijuana. Also the American Federal Government is responsible for applying border security. So although the State of Washington has approved recreational marijuana, a Canadian travelling from British Columbia across the international border to Washington State could be stopped at the border and refused entry if they state the reason for travel relates to marijuana access or use.

Another pocket of resistance is social media. In many ways, social media is an ideal medium for marijuana companies to promote their products and services. Social media offers the demographic that cannabis companies are after and it is generally inexpensive and easy to do. But a roadblock appears to be Instagram. Some cannabis companies have had their Instagram accounts closed with no warning and little explanation. 
Although some 60% of Canadians now favour legalization and the figures in the U.S. are similar, it still means 40% are not pro-legalization. We can expect ongoing resistance from that one-third who remain opposed.
Breaking & Corporate News
Prime Minister Justin Trudeau has started the legalization ball rolling. In a letter to Jody Wilson-Raybould, newly appointed Minister of Justice and Attorney General, Trudeau said, “I will expect you to work with your colleagues and through established legislative, regulatory, and Cabinet processes to deliver on your top priorities: working with the Ministers of Public Safety and Emergency Preparedness and Health, create a federal-provincial-territorial process that will lead to the legalization and regulation of marijuana….” Similar letters were sent to the Minister of Public Safety and Emergency Preparedness and Minister of Health.

This is very much the kind of “policy guidance” Trudeau needs to communicate to his new Minister of Health that we referred to earlier. (see Let’s Toke Business, October 30, 2015). The recent letter is, in fact, a “mandate letter.” 
We are pleased the Prime Minister is moving forward with his campaign promises, most particularly his promise to legalize cannabis. But it does not change our expectations on timing which we feel will extend well into 2016 and 2017.

Earlier we reported Health Canada had issued cease and desist orders to 13 dispensaries. (see Let’s Toke Business September 11, 2015). At the time we acknowledged the Federal Government could use the RCMP to enforce their orders but probably would not with the election pending and the potential conflict it would create with the Vancouver Police Department. Since that time, HC’s deadline has passed, the election resulted in a Liberal majority, a new Health Minister has been elected and Vancouver has proceeded with its licensing plan. It would appear these orders disappeared with the Conservative majority.
Manitoba’s Liquor and Gaming Authority "…will be well positioned to regulate the sale and distribution of marijuana in a safe and socially responsible manner…." says Manitoba Premier Greg Selinger. Although we have talked about the liquor distribution model in the past (see Let’s Toke Business, November 13, 2015) we’re not sure we prefer a Government owned and operated distribution system. The main issue from our perspective is the many different strains of marijuana that are available. Government distribution will undoubtedly feature an “approved strain list” paradigm that will reduce choices for the consumer. Our preference is a free market approach under which entrepreneurial dispensary operators will cater to the different needs of their customers.
Applications Watch
There are no changes to report this week. Changes over the next few months seem unlikely as the Liberals consider how to proceed moving forward. There are currently 26 LPs of which 19 are Cultivation & Sale, 5 are Cultivation Only and 2 are Sale Only.
1. ABcann Medicinals



Cultivation Only
2. Agripharm Corp.



Cultivation & Sale
3. Aphria





Cultivation & Sale
4. Aurora Cannabis Enterprises 

Cultivation Only

5. Bedrocan Canada



Sale Only
6. Bedrocan Canada second site

Cultivation & Sale
7. Broken Coast Cannabis


Cultivation & Sale
8. Canna Farms Ltd



Cultivation & Sale
9. CanniMed Ltd



Sale Only 
10. CannTrust




Cultivation & Sale
11. Delta 9 Bio-Tech



Cultivation & Sale
12. Emerald Health Therapeutics

Cultivation & Sale
13. Hydropothicair/Hydropothecary

Cultivation & Sale
14. In the Zone




Cultivation Only

15. KindCann




Cultivation Only

16. Maricann, Inc.



Cultivation & Sale
17. MedReleaf Corp



Cultivation & Sale
18. Mettrum Ltd.




Cultivation & Sale
19. Organigram Inc.



Cultivation & Sale
20. Prairie Plant Systems


Cultivation Only

21. RedeCan Pharm



Cultivation & Sale
22. The Peace Naturals Project Inc.

Cultivation & Sale
23. Tilray





Cultivation & Sale
24. Tweed Inc.




Cultivation & Sale
25. Tweed Farms



Cultivation & Sale
26. Whistler Medical Marijuana Corp.

Cultivation & Sale
( ( ( ( (
Please feel free to forward copies to interested parties. We welcome feedback, industry and corporate news. Contact us at LetsTokeBusiness@gmail.com We look forward to hearing from you.

To have your name removed from our distribution list, please reply to LetsTokeBusiness@gmail.com with your name, location (Province or State) and email address. Your name will be removed immediately.

To have your name added to our email distribution list, please reply to LetsTokeBusiness@gmail.com with your name, location (Province, State or Country) and email address. We will be pleased to add you to our list.

To comment on Let’s Toke Business news or editorial items, please send an email to EditorAtLetsTokeBusiness@gmail.com We look forward to hearing from you.
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LTB MJ INDEX: 1wk -3.7% 1 mo -6.4% 3 mo +6.5% 6 mo -9.4% 1 yr +14.4%








This report is a news report for informational purposes only. It is not a solicitation to buy or sell any products, services or securities mentioned herein. Although the information contained herein was gathered from usually reliable sources, the editors are not responsible for the veracity of any statements or to correct any information that proves to be inaccurate. Certain statements contained herein regarding a Company and its operations may constitute “forward-looking statements.” All statements that are not historical facts, including without limitation statements regarding estimates, plans, objectives, assumptions or expectations of future performance, are “forward-looking statements.” Such “forward looking statements” involve known and unknown risks and uncertainties that could cause actual results and future events to differ materially from those anticipated in such statements. Please do your own due diligence and consult your professional advisor before making investment decisions. E&OE
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