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Marijuana Stock Market Review & Outlook 
 

 

For a sixth consecutive week, the Let’s Toke Business Marijuana Composite Index declined giving 
up 0.7%. As the accompanying chart shows, this is the second longest correction on record. 

 

LTB MJ INDEX: 1wk -0.6% 1 mo -9.1% 3 mo -14.7% 6 mo -11.7% 1 yr +31.2% 



By comparison, the Licensed Producers dropped 0.3% while the Low-Priced stocks again bucked 
the trend by posting a gain of 1.1%. 

Let’s examine the previous extended declines. First, all three of the previous 6 and 7 week 
consecutive declines happened in 2014. This was part of the bear market following the highly 
speculative bull market that started in 2013 and ended in the first quarter of 2014. 

The market then went into a tailspin that saw the 
LTB Index drop 62.8% by December 12, 2014. 

In the 38 weeks that made up the bear market, 
the index declined 30 weeks or 78.9% of the time 
and rose only 8 weeks or 21.1% of the time. It was 
during this bear trend that LTB index recorded its 
three periods of extended declines. 

We are not concerned the current correction will 
devolve into such a bear market. Legalization is 
coming and as we have shown recently, the 
demand for medical marijuana remains strong. 

 

Another reason we are not unduly concerned is 
the current correction has been relatively mild as 
the chart to the right reveals. The two previous 
seven week corrections carried prices -37.4% 
and -23.8% respectively while the previous six 
week downturn pared -16.8% off the index. The 
current six week downtrend has only produced a 
loss of -10.3%. So although the current 
adjustment in prices has been similar to the 
previous extended corrections in terms of time, it 
has not been anywhere near as severe. 

We do not believe the bull market in marijuana stocks is over. Although this quiet period can be 
frustrating, experienced investors know this is a time to establish positions that will look very 
attractive by Labor Day. Our focus remains on the Licensed Producers and smaller cap 
companies. Of the Licensed Producers, we like Canopy Growth (TSX: WEED), Organigram 
(USOTC: OGRMF) and Aphria (TSX: APH). Of the smaller cap companies, we continue to favor 
Lexaria Bio (USOTC: LXRP), Namaste Tech (USOTC: NXTTF) and Radient (USOTC: RDDTF). 
We are looking at other small cap, revenue generating opportunities. 

Marijuana Matters 
 
On May 27, 2017, a release titled ‘Health Canada Streamlines Medical Cannabis Production Licensing 
Process’ was posted. Below we provide a summary of the backgrounder. Read the full report (Here) In 
addition, the steps to process an application have been changed to: 

1. Intake and Initial Screening. 
2. Detailed Review and Initiation of Security Clearance Process. 
3. Issuance of Licence (sic) to Produce. 
4. Introductory Inspection (as cultivation begins) 
5. Pre-Sales Inspection. 



Health Canada is introducing improvements to streamline licensing medical cannabis producers and 
enable increased production of cannabis. The current process to become a licensed producer includes 
all applications undergoing a strict and thorough review on a case-by-case basis. All key personnel 
must pass a stringent security clearance process. In addition, each application must demonstrate how 
the security and inventory control measures and Good Production Practices at the facility meet all the 
regulatory requirements. This compliance is verified by Health Canada inspectors. 

 
How will the licensing approach change? Effective immediately, Health Canada is implementing the 
following measures: 

 
1. Health Canada is allocating more resources to streamline the processing of applications mostly 

at the review stage that involves a detailed review of all aspects of the application and assesses 
its compliance with the requirements of the regulations. There are currently 187 applications at 
the review stage. 

2. Additional resources will also be applied to applications at the intake and screening stage. 
3. Health Canada has also dedicated additional resources to accelerate the processing of 

applications from individuals who are authorized by their healthcare practitioner to produce a 
limited amount of cannabis for their own medical use. 

i. Some stages of the review of the application will happen concurrently, for example, 
the detailed review stage of processing applications will now happen at the same 
time as the personnel security screening process. 

4. Licensed Producers will be permitted to increase cannabis production to the maximum they are 
authorized to store. 

5. Licensed Producers will be allowed to store low-value cannabis waste products (e.g., leaves) in 
a secure area but no longer in a secure vault or safe. 

6. New licenses and renewed licenses for producers with a good compliance record, may now be 
valid for the full three years allowed in the regulations. 

7. New or renewed security clearances for key personnel may now be valid for up to five years 
subject to new information that could result in a security suspension. 

8. A licensed producer with a good compliance record that proposes a straightforward modification 
or expansion that falls within an existing security perimeter may receive approval following a 
successful application review. The site inspection will occur during a regular facility inspection. 

 
Health Canada will continue to inspect all facilities before cultivation begins and before a license to sell 
products to the public is issued. Health Canada will schedule the first inspection after it has determined 
an application meets regulatory requirements and it has issued a license to cultivate and once the 
producer is ready to initiate production in its facility. This approach will help provide decisions on 
applications as soon as possible while ensuring that all facilities are inspected as cultivation begins. 

 
Our assessment of these changes is there is some good news and there is some bad news. First the 
good news. It will be much easier for new applicants to be approved. Now the bad news. If the 187 
applicants at the review stage receive approvals rapidly, it will rapidly debase the value of receiving a 
license. There are currently 45 licenses approved so another 187 represents an increase of over 400% 
not including those who may rush to apply under this less time consuming approach. 

 
As a variation on something we said earlier, under this approach “the richer get richer.” Existing growers 
can take advantage of the changes in the short term to their advantage. The next to benefit will be the 
smaller public companies with access to capital that get licenses approved more quickly. If there is a 
loser, it might be the independent applicants who will have to stay small or sell out to someone larger. 



Breaking & Corporate News 
 
Hydropothecary (TSXV: THCX) announced the recall of fourteen products tainted with 
myclobutanil, the same substance that resulted in major recalls for Mettrum and Organigram late in 
2016 and early in 2017. (see Let’s Toke Business May 5, 2017) The positive tests ranged from over .01 
parts per million (ppm) but not more than .08 ppm. These are above the recently set standard of over 
0.01 ppm. THCX reports it has resumed selling cannabis products from certain lots after completion 
of additional testing following the previously announced voluntary stop-sale on its products. Currently, 
13 of 14 products are available for sale. Follow all cannabis recall announcements (here) 

 

Aurora Cannabis (TSXV: ACB) (OTCQX: ACBFF) has acquired Pedanios GmbH, a leading whole- 
sale importer, exporter, and distributor of medical cannabis in the European Union (EU). 
Pedanios is a federally licensed medical and narcotic wholesale and GMP inspected narcotic import 
company that holds all relevant licenses and permits and has successfully imported, exported, and 
distributed cannabis for medical purposes since December 2015 into and within the EU. 

 
In January 2017, Germany unanimously enacted a new medical cannabis law appointing physicians 
as gatekeepers to access, establishing pharmacies as the point of sale and introducing full insurance 
cost-coverage for medical cannabis patients across the country. In March 2017, Pedanios' monthly 
sales immediately and growth continues to accelerate. Pedanios has recently achieved positive cash 
flow with gross revenues of approximately CAD$1.15 million, and costs of approximately CA$1.00 mil- 
lion.  Revenues for May, up to and including May 26, 2017, were up approximately 410%. 

 
Aurora will pay holders of Class B securities of Pedanios approximately 3,421,756 common shares of 
Aurora, priced at $2.14 per share. In addition, a total consideration of approximately $13,565,000 in 
cash and common shares is payable to the holders of Class A common shares. The cash portion is 
$3,020,000 and the share portion 4,895,026 common shares of Aurora priced at $2.14 per share. The 
Class A shares are held by the two founders/Managing Directors who will continue to run the company. 
Aurora's cash balance as of May 15, 2017 was $165,000,000. 

 
We like this acquisition and expect that the purchase price will be justified by Pedanios’ sales growth 
in the foreseeable future. It also demonstrates the potential for Canadian Licensed Producers in inter- 
national markets, especially Europe/Germany. 

 
Bill C-45, the Cannabis Act and Bill C-46, a bill to revamp laws related to impaired driving have 
started the process of moving through parliament. Debate on Bill C-46 commenced on May 19th 

and is scheduled to continue on May 29th and May 30th. Bill C-45 could be debated on June 2nd or the 
week following. Unfortunately, the government priorities seem out of synch. Bill Blair, former cop and 
now and the government point man for the marijuana legalization process appears to think dealing with 
impaired driving is more important than following through on cannabis. 

 
As it now stands, it appears the Liberals are in no hurry to enact the Cannabis Act before the summer 
recess that is scheduled to start on June 24th. After that the House is not scheduled to sit until 
September 18th. Blair was quoted in The Hill Times saying “They’re [Bills C-45 and C-46] certainly 
related bills. 
… I think it’s important that we move ahead expeditiously with both, but the path for the impaired 
legislation is a different path and quite frankly may be quicker.” 



This is where the problems with Blair’s appointment come home to roost. As we pointed out a long time 
ago (Let’s Toke Business January 15, 2016), Blair was formerly Toronto’s Chief of Police and clearly 
anti-cannabis. We can’t read Blair’s mind but we also can’t help but think the ideal outcome from his 
personal point of view is Bill C-46 passes and Bill C-45 dies on the order paper. The next Federal 
election in Canada is scheduled for no later than October 21, 2019. The longer Bill C-45 remains in 
limbo, the more likely it is something completely unexpected can happen to prevent it passing. 

 
In an article in New Cannabis Ventures titled ‘SEC Suspends Two Cannabis Stocks,’ Alan 
Brochstein points out investors must continue to exercise caution. The SEC suspended two 
cannabis stocks this morning through June 5th, including Eco Science Solutions (ESSI) and Holy 
Grail Company (HGRL). According to the SEC, ESSI issued a press release on May 5th that caused 
the agency to have questions about its accuracy. ESSI has been one of the most active stocks to 
date in 2017 and had performed well until recently. HGRL is a recent reverse-merger that most 
investors most likely don’t know. The SEC shared its rationale for the suspension: It appears to the 
Securities and Exchange Commission that there is a lack of current and accurate information 
concerning the securities of Holy Grail Company because of questions concerning the accuracy and 
adequacy of publicly avail- able information about the company, including, among other things, the 
control of the company. (read complete report here) 

 

At this point in a stock market cycle, the con artists seem to come out of the woodwork. Investors, 
especially inexperienced investors, must be extra careful. It’s hard enough to make a profit investing in 
speculative stocks without having people out there that are trying to steal your hard earned savings. 

 
Applications Watch 

Tantalus Pharmaceuticals of British Columbia is the latest Licensed Producer approved by Health 
Canada as a cultivation licensee. There are now 45 Licensed Producers: 27 Cultivation & Sale, 16 
Cultivation and 2 Sale Only. Eight producers were licensed in 2016 and eight so far in 2017. The pace 
of approvals is about double last year’s pace. No changes to the list of Fresh Marijuana & Oil 
producers. There are 22 LPs approved: 19 as Production & Sale, 2 approved for Production and 1 
approved as Sale Only. A new category “Sale of Starting Materials” has been added. Nine LPs are 
approved to sell starting materials: 7 approved to sell plants and 2 approved to sell seeds. 

 
Producer Prov Dried Marijuana Fresh Mari & Oil Sale Start Mat 

 

1.  7 Acres ON Cultivation   

2. ABcann Medicinals ON Cultivation & Sale  
3. A.B. Laboratories ON Cultivation  
4. Acreage Pharms AB Cultivation  
5. Agripharm Corp. ON Cultivation & Sale Production & Sale 
6. Aphria ON Cultivation & Sale Production & Sale 
7. Aurora Cannabis Enter AB Cultivation & Sale Production & Sale 
8. Bedrocan Canada 
9. Bedrocan Canada 2nd site 

ON 
ON 

Sale 
Cultivation & Sale 

 
Production & Sale 

10. Bonify MB Cultivation  
11. Broken Coast Cannabis BC Cultivation & Sale Production & Sale 
12. Canada’s Island Garden PEI Cultivation & Sale  
13. Canna Farms Ltd BC Cultivation & Sale Production & Sale Plants 
14. CanniMed Ltd SK Sale Sale  
15. CannTrust ON Cultivation & Sale Production & Sale Seeds 



16. DelShen Therapeutics ON Cultivation   

17. Delta 9 Bio-Tech MB Cultivation & Sale  
18. Emblem Cannabis Corp ON Cultivation & Sale Production 
19. Emerald Health Bot BC Cultivation & Sale Production & Sale 
20. Evergreen Medicinal BC Cultivation  
21. First Access Medical (Blv) ON Cultivation  
22. Green Relief ON Cultivation  
23. Hemisphere Pharma ON Cultivation  
24. Hydropothicair/Hydro QC Cultivation & Sale Production 
25. In the Zone BC Cultivation & Sale  
26. James E Wagner Cult ON Cultivation  
27. Maricann, Inc. ON Cultivation & Sale Production & Sale Plants 
28. MedReleaf Corp 
29. MedReleaf 2nd site 

ON 
ON 

Cultivation & Sale 
Cultivation 

Production & Sale  

30. Mettrum Ltd. ON Cultivation & Sale Production & Sale  
31. Mettrum Bennett ON Cultivation & Sale Production & Sale  
32. Natural Med ON Cultivation   
33. Organigram Inc. NB Cultivation & Sale Production & Sale  
34. Peace Naturals Project ON Cultivation & Sale Production & Sale  
35. Prairie Plant Systems SK Cultivation Production  
36. RedeCan Pharm ON Cultivation & Sale   
37. THC Biomed BC Cultivation $ Sale Production & Sale Plants 
38. Green Organic Dutchman ON Cultivation & Sale   
39. Tantalus Pharma BC Cultivation   
40. Tilray BC Cultivation & Sale Production & Sale  
41. Tweed Inc. ON Cultivation & Sale Production & Sale Seeds 
42. Tweed Farms ON Cultivation & Sale   
43. United Greeneries BC Cultivation   
44. WeedMD ON Cultivation   
45. Whistler Medical Mari BC Cultivation & Sale Production & Sale Plants 

 

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

  For more information, please visit www.cannabisstockpicks.com. 
 

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 “for- ward 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 be- fore making investment decisions. E&OE 


