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Week Ended January 15, 2016
LTB Composite Posts Small Recovery – Cannabis a Defensive Industry – “Legalize, Regulate, Restrict” – Vancouver Dispensaries Updated – Court Supports Abbotsford – News on PharmaCan and Privateer
Marijuana Stock Market Review & Outlook
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This statistical analysis is proprietary to Let's Toke Business based onthe
weekly share performance of over ninety U.S. and Canadian companies
recorded after the close of trading each week. ESOE
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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




The marijuana stocks were swimming against the tide for a third consecutive week in the 2016. Still the Let’s Toke Business Marijuana Composite was able to post a small gain which was remarkable given the results in international stock markets. The LTB Index gain last week was not a statistical fluke as the LTB Low Priced Index gained and momentum was close to flat. The Licensed Producer declined on the week.
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In today’s world, you cannot ignore what is going on in the international markets. The chart below summarizes the returns from the major world markets to date in 2016 with a comparison to the returns from the LTB Composite. What is evident is that although the cannabis index is down YTD, the returns are far superior to other world markets. We interpret this to mean investors should have exposure to this group. We expect the LTB Composite will outperform when markets are rising and if they also do relatively better when markets are weak, it can make a significant improvement to investment returns. We repeat our comments from last week: ask your investment advisor about adding marijuana stocks to your holdings.
Marijuana Matters
In times of uncertainty many portfolio managers emphasize defensive industries and securities. Historically, these have been food, tobacco and liquor stocks. The idea is these industries sell “necessities” that aren’t impacted as much by an economic slowdown. Some industries actually do better during economic slowdowns. In other words, even in a recession people will need these products and in rare cases will need certain products and services even more. 
In fact, the old market adage is “A stock is defensive if it sells something you can eat, smoke or drink.” If you think about the cannabis industry, it fits this definition to a tee. Marijuana can be eaten, smoked or taken as a drink. Over time we think it is likely that marijuana stocks will become regarded as “defensive.”
A more scientific definition of “defensive” might be countercyclical and/or low beta. A good example of a countercyclical business is unemployment counseling. In an economic slowdown, unemployment rises and there are more people who require such services. Low beta refers to a stock with a price that demonstrates below average volatility. In theory, a portfolio diversified by including such stocks will provide a superior result because part of the portfolio is doing better when another part is doing worse.
We believe the cannabis stocks will evolve into a defensive group. But this will take time. This is still a young industry. It is hard to find a marijuana stock that was public before 2013. In addition, many of the public participants are small cap companies and the most are micro cap companies. The largest Canadian marijuana stocks have market caps below $300 million. Many individual investors look on all stocks of this size as speculative and certain institutional investors with prospectus limits restricting ownership to less than 10% of a company, for example, cannot even consider the marijuana group as it is today. If the industry expands and matures at the expected rates of growth, however, these issues will become less restrictive very quickly. 
Breaking & Corporate News
Liberal MP Bill Blair is described by Daniel Leblanc in the Globe & Mail as the chief architect of Canada’s new marijuana regime. In fact, Leblanc is the Parliamentary Secretary to the Minister of Justice with political allies who believe he should lead the charge. In a recent Globe interview, Blair says he supports legalization but as a regulatory tool to ensure access by Canadian youth is restricted. Here are some key inferences from the interview:
(a) Blair’s approach to legalization is focused on tight regulation. “Legalize, regulate and restrict” is the party line used to describe the marijuana legalization issue.

(b) It is clear from Blair’s comments that managing the social and health issues are important at least as part of a politically correct statement.
(c) Blair’s comments seem to support our view legalization is coming but it isn’t coming as quickly as the optimists expect. Blair agrees there are diametrically opposed views on legalization and he will consider both points of view.
(d) Blair says consumers must understand the quality and potency of the marijuana they are using which augurs well for laboratories and testing.

(e) We pointed out last week (Let’s Toke Business, January 8, 2016) provincial consultation is required and Blair promises a federal-provincial-territorial task force to examine legalization models around the world. This will slow the process.
We are pleased the Liberals are taking a measure twice and cut once approach. But Blair’s words suggest he brings a large dose of political correctness to the table. Our experience is governments that try to make everyone happy, make no one happy. 
An update on the Vancouver dispensaries. At the time of writing, Vancouver has received 176 applications for dispensary licenses. Of these, 12 are under consideration and 164 have been rejected. Existing dispensaries without business licenses will be ordered to close on April 30, 2016 or face fines up to $10,000 a day. As is often the case, what appears to be positive at the outset ends up bogged down in bureaucracy and politics. There are still around 100 dispensaries operating in Vancouver and in a little over three months that might decline to a dozen. Many store owners have vowed to fight City Hall but Abbotsford was able to get a court order to close a Weed dispensary in their community because the dispensary did not have a business license. (see City of Abbotsford below) The unintended consequence might be the Vancouver Police are called upon to enforce the Council’s will. The VPD said they did not want to spend their limited resources policing dispensaries.
The City of Abbotsford received a court order to shut down a Weed dispensary. The order was issued because the dispensary did not have a business license. Abbotsford is a city near Vancouver that forms part of the Lower Mainland. Locals consider the city a “bible belt” community so the municipal council’s position is not a surprise. But it could have implications in what appears to be an upcoming confrontation in Vancouver. (see Update on Vancouver above) The Abbotsford Mayor said they will enforce the court order and the dispensary owner said they will appeal. The Mayor added when the Federal government legalizes, municipalities will have to comply.

PharmaCan Capital Corp. (TSXV: MJN) announced it has been advised the proposed sale of the Barnes Family Trust's ("BFT") shares in The Peace Naturals Project Inc. has not been completed and the offer has been terminated. MJN’s right of first refusal on the sale of shares BFT owns in The Peace Naturals remains in effect. For a more detailed summary of the events leading up to this announcement, see Let’s Toke Business, December 18, 2015.
Privateer Holdings with investments in such well known industry names such as Tilray and Leafly, announces the appointment of Federal Reserve Bank Examiner Dante Tosetti as their Director of Treasury Compliance. In stating banking remains a serious challenge for those in the legal marijuana business, Privateer’s actions confirm the many reports we have done on the subject of banking problems for the marijuana industry. (see most recently Let’s Toke Business, December 4, 2015)
Applications Watch

No change to the dried marijuana list: 21 are Cultivation & Sale, 4 are Cultivation Only and 2 are Sale Only. On the oil front, Cannimed newly approved as Sale Only. There are now 12 approved for Production Only, 3 approved for Production & Sale, 1 approved for Sale Only and 11 not approved for cannabis oil in any way.

Producer



Prov
Dried Marijuana
Cannabis Oil
1. ABcann Medicinals


ON
Cultivation Only
2. Agripharm Corp.


ON
Cultivation & Sale
Production & Sale
3. Aphria




ON
Cultivation & Sale
Production Only
4. Aurora Cannabis Enterprises 
AB
Cultivation Only

5. Bedrocan Canada


ON
Sale Only
6. Bedrocan Canada second site
ON
Cultivation & Sale
7. Broken Coast Cannabis

BC
Cultivation & Sale
Production Only
8. Canna Farms Ltd


BC
Cultivation & Sale
Production Only
9. CanniMed Ltd


SK
Sale Only 

Sale Only
10. CannTrust



ON
Cultivation & Sale
Production Only
11. Delta 9 Bio-Tech


MB
Cultivation & Sale
12. Emerald Health Therapeutics
BC
Cultivation & Sale
Production Only
13. Hydropothicair/Hydropothecary
QC
Cultivation & Sale
Production Only
14. In the Zone



BC
Cultivation & Sale
15. KindCann



ON
Cultivation Only

16. Maricann, Inc.


ON
Cultivation & Sale
Production Only
17. MedReleaf Corp


ON
Cultivation & Sale
Production Only
18. Mettrum Ltd.



ON
Cultivation & Sale
Production & Sale
19. Mettrum second site

ON
Cultivation
20. Organigram Inc.


NB
Cultivation & Sale
21. Prairie Plant Systems

SK
Cultivation Only
Production Only
22. RedeCan Pharm


ON
Cultivation & Sale
23. The Peace Naturals Project
ON
Cultivation & Sale
Production & Sale
24. Tilray




BC
Cultivation & Sale
Production Only
25. Tweed Inc.



ON
Cultivation & Sale
Production Only
26. Tweed Farms


ON
Cultivation & Sale
27. Whistler Medical Marijuana
BC
Cultivation & Sale
Production Only
( ( ( ( (
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.







LTB MJ INDEX: 1wk +.9% 1 mo -2.5% 3 mo -9.2% 6 mo -4.9% 1 yr -1.8%








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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