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• As previously announced (Dec 3, 2020), Indus’ Q4 results were negatively 

impacted by the California wildfire, which caused yields to decline.  This 

resulted in a sequential drop in revenue to $9.2 million from $14.1 million in 

Q3. The high fixed cost nature of the business meant that margins were 

negatively impacted with INDS reporting EBITDA of ($3.7) million versus $2.2 

million in Q3. Negative trends in yields continued into January/early Feb, 

which will translate into another weak quarter for the company in 

Q1/FY21. While clearly not ideal, we believe the impact on cultivation is 

temporary. Management expects the greenhouse to be operating at its 

capacity of ~45,000 lbs by Q3/FY21.       

• Despite the weak quarter, Indus has undergone a substantial 

transformation over the past week through its acquisition of Lowell Herb 

Co. and its flagship pre-roll brand. This is incredibly significant and marks a 

major inflection point for the company such that it has changed its name 

to Lowell Farms. Below we map out the strategy for the company: 

A) Great Brand at Cheap Price: Mr. Allen seems to have a knack of 

finding great value at incredible prices. Recall that he orchestrated 

the capital infusion (convert at $0.20) into Indus approximately a year 

ago at ~$7m market cap. Lowell had tried to go public in the fall of 

2018 at a $350m valuation. Indus just bought it for $39m including 

22.6m shares and ~$4m in cash. Being able to secure one of the 

marquee brands in the entire cannabis industry for less than 3x sales 

is a steal. Recall that Lowell’s social media presence includes 180,000 

active followers or over 3x that of other known cannabis brands.  

B) Growing the Brand: A few years ago, Lowell commanded ~34% of the 

CA pre-roll market. Clearly the company has had some mis-steps and 

its share has dropped to ~8%, albeit it is still in the #2 spot. One of the 

issues is that an “asset light” brand model does not work (costs are 

too high resulting in low margins). This flaw in the business model is 

clearly resolved through vertical integration with Indus providing the 

flower. Indus’ goal is to re-establish Lowell as the undisputed leader in 

pre-roll and then use that brand recognition to promote the brand in 

other categories. This will be done through increased marketing and 

dramatically increased distribution. Pre-roll is a huge category (~10% 

of CA market or ~$500 million) and grew 65% last year. A move back 

to a market share of 20%+ could translate to ~$100 million in revenue 

for the brand. Licensing opportunities to other states is also likely to 

expand brand awareness and offer revenue through royalties.    

C) Huge Margin Expansion Potential: With Lowell’s position within the 

premium market, Indus has the opportunity to dramatically increase 

its selling price/lbs through vertical integration. We estimate its avg 

price/lbs could increase by 20% or more with no change to its cost 

structure. This increased pricing would fall right to the bottom line. As 

noted above, we believe the Lowell brand will achieve $100+ million 

in sales in the next 12-24 months, which would take most, if not all, of 

the current production at the Salinas greenhouse.    

D) Expand Capacity:  We know Indus is looking to expand capacity and 

we will likely hear confirmation of this in the coming weeks. We have 

modelled an additional 300,000 SF which starts contributing to 

revenue in Q4/FY22. This will provide additional product to supply 

Lowell as well as product for the huge “value” segment as the 

company prepares for not only market share gains in CA but also to 

supply the rest of the country as inter-state trade barriers come down.  

We are revising our FY21 forecast down due to slow start noted above. 

Growth should accelerate in 2H21 and into FY22 when new capacity 

should kick-in and further accelerate revenue in FY23. Buy and C$5.00 TP.  

BUY (Unch) C$5.00 (Unch)

$2.24

$5.00 

123%

YE: Dec 31 FY20 FY21e FY22e

Revenue (US$MM) $42.6 $59.8 $147.0

Adj EBITDA (US$MM) ($10.2) $18.8 $61.9

Adj. EPS (US$) ($0.11) $0.02 $0.14

FY20 FY21e FY22e

EV/Sales 8.6x 6.2x 2.5x

EV/EBITDA n/a 19.6x 6.0x

P/E n/a 99.1x 12.1x

Basic 159.6

FD 260.1

Market Cap (C$MM)

Basic $357.4

FD $582.7

Net Cash (C$MM) $34.0

EV (C$MM) $479.0

All prices in US$ unless otherwise stated

$0.24 - $2.73

Stock Performance

Valuation

Estimates 

Stock Data  

Indus Holdings, Inc. cultivates, extracts, manufactures,  markets and distributes cannabis 

products. The firm's brands include Cypress and House Weed. The company operates in 

California.

Shares Outstanding (MM)

About the Company

Q4/FY20 Results and Acq of Lowell

Recent/Closing Price (C$)
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Potential Return
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Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the research report, received remuneration for 

any services provided to the securities issuer during the preceding 12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received compensation for investment banking services for 

this issuer?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the Beacon Securities Investment Banking 

Department?  Yes    No 

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory capacity to the issuer?   Yes    No 

Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and the issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 

This report makes reference to a recent analyst visit to the head office of the issuer or a site visit to an issuer’s operation(s)?  Yes    No  

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 

All information contained herein has been collected and compiled by Beacon Securities Limited, an independently owned and operated member of 

the Investment Industry Regulatory Organization of Canada (IIROC). All facts and statistical data have been obtained or ascertained from sources, 

which we believe to be reliable, but are not warranted as accurate or complete.   

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change without notice. Beacon Securities 

Limited takes no responsibility for any errors or omissions contained herein, and accepts no legal responsibility from any losses resulting from investment 

decisions based on the content of this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell securities discussed herein.  Based on 

their volatility, income structure, or eligibility for sale, the securities mentioned herein may not be suitable or available for all investors in all countries.    

As at February 28th, 2021 #Stocks Distribution

BUY 64 71.1% BUY Total 12-month return expected to be > 15%

Speculative Buy 17 18.9% Speculative Buy Potential 12-month return is high (>15%) but given elevated risk, investment could result in a material loss

Hold 1 1.1% Hold Total 12-month return is expected to be between 0% and 15%

Sell 0 0.0% Sell Total 12-month return is expected to be negative

Under Review 7 7.8% Under Review

Tender 1 1.1% Tender Clients are advised to tender their shares to a takeover bid or similar offer

Total 90 100%
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