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Marijuana Stock Market Review & Outlook   
  

              LTB MJ INDEX:  1wk -2.1% 1 mo -10.4%  3 mo -8.8% 6 mo -12.3%  1 yr -2.2%    

 

This week I begin 

with a look at the 

major markets. 

Recently both the 

Dow and the TSX 

entered negative 

territory for 2018. 

A quick review of 

the leading inter-

national markets shows a similar pattern. These markets are driven by economic growth that appears to be 

slowing, the direction of interest rates that appear to be rising and the concern that variables such as this will 

lead to lower corporate profits. None of this matters much to the cannabis group although one has to admit 

that it is easier paddling with the current than against it. But taking that into consideration, this is a great time 

to make sure you have some diversification into the cannabis sector. I believe that not only will the diversifi-

cation reduce the risk of portfolios, the higher rates of return that can be expected from the cannabis group 

will also enhance long-term portfolio returns. 

 

The Let’s Toke Business Marijuana Composite Index continues to 

meander lower posting a loss of 2.1% last week. Investors are 

clearly over Constellation Brands (NYSE: STZ)/Canopy (NYSE: 

CGC) v2.0. We are quietly biding our time waiting for a major event 

to fuel a cannabis stock market rally. It is looking more and more 

as if that will come in the form of a political development in the 

U.S.  Perhaps the introduction and passage of the Strengthening 

the Tenth Amendment Entrusting States (STATES) Act will to the 

trick. We remain positive for the passing of the Hemp Farming Act 

although we don’t think that will generate enough enthusiasm to fuel the entire cannabis market.  

 

The LTB Marijuana Stock Momentum Index continues to point 

lower as prices fall. As regular readers know, we follow momen-

tum with more conviction than the price indexes so this is a time 

we are watching it very closely. In the momentum calculation, 

each component carries the same impact as every other one. With 

prices, of course, a larger price change carries more weight than 

a smaller price change.   

 



The LTB Licensed Producer Composite Index seems to have 

joined the crowd instead of leading the pack. Last week, the LPs 

declined 1.8% which was a little better than average but enough 

to be noteworthy. At this point in time, it is only prudent to ensure 

you remain focussed on the financially stronger companies. In The 

Cannabis Report Model Portfolio, for example, three of the seven 

stocks are LPs (Canopy, Organigram and The Green Organic 

Dutchman). When you add in the cash position, 45% of the port-

folio has exposure to the “survivors” in a bad market. 

 

This chart shows the North American Marijuana Index (NAMI) 

published by MJIC. It is a price index comprised of thirty-four Ca-

nadian and U.S. stocks that are rebalanced to equal weighting 

every quarter. The NAMI gives us a more accurate reading of the 

group of stocks we cover. It can also be used to follow the markets 

inter-day. The NAMI declined 3.0% last week but is up 58.8% over 

the previous 12-months and is down 3.9% in the year to date. This 

will be our go to index moving forward.  

 

We said last week that the LTB Low-Priced Composite was close 

to an oversold position and the numbers may be starting to show 

it. While the LTB Marijuana Composite and Licensed Producer In-

dex posted declines in the week previous, the Low-Priced Com-

posite recorded a gain of 0.9%. It’s not such a big deal on the 

surface of it because “One swallow does not a summer make.” So 

we need more than one week. But every turn has to start some-

where and while we watch momentum for negative guidance, the 

Low-Priced group might be getting back into the game. 

 

Conclusion: Not enough to alter our message for now. So remain careful and cautious. Security selection 

is more difficult these days and proper portfolio management policies can help improve your returns. I hope 

you’ll find this a good time to be a Let’s Toke Business reader while following me on Seeking Alpha and The 

Cannabis Report Model Portfolio. 

 

Question of the Week  
  

Thank you for sending in your questions and we hope you will keep them coming. It’s your questions that 

keep this feature interesting and useful. Send your questions to: ltbletter@gmail.com Include your initials 

or a pen name we can use along with your city and country of residence. Questions will be edited for 

clarity and brevity.  

 

Question of the Week  
  

I’m a follower of your Cannabis Report Model Portfolio. You have said we are in a trading market and a bear 

market could follow. I have taken your advice on Khiron: (TSXV: KHRN), Sunniva:  (CSE: SNN) (USOTC: 

https://web.tmxmoney.com/quote.php?qm_symbol=KHRN
https://web.tmxmoney.com/quote.php?qm_symbol=SNN:CNX
https://www.nasdaq.com/symbol/snnvf


SNNVF), Lexaria: (CSE: LXX) (OTCQX: LXRP) and The Green Organic Dutchman (TSX: TGOD). I will hold 

my shares for a long time. 

 

What i don’t understand is why we don’t sell some shares from our portfolio and buy back when the moment 

is there to make our portfolio stronger and make some extra money? Khiron hit $ 2.00 and it went down to 

$1.20 due to the exercise of the warrants. This was a chance for us to sell some of our shares and buy back 

when the time is right. Also with Sunniva we bought heavily when it was trading around $6.00 to $7.00 but 

later went down to around $3.50 per share where we could have bought back. Lexaria also went down from 

over $2.00 before dropping to $1.30. 

 

I’m an investor for the long term and I hope it will be fine in the future but I also don’t like that my portfolio 

goes slowly up and then sharp down. The next election in Canada could also trigger a bear market. 

 

Yesterday our portfolio went up a bit but maybe today we will get a correction. In the short term, Khiron could 

reach $3.00 plus but I’m cautious now after I read your report on Seeking Alpha. Right now I can sell a portion 

of KHRN or TGOD because they went up without news. But maybe I’m wrong and not doing the right thing 

and have to keep them for the long term. I can sell KHRN at $1.60 and hopefully it will go back to $1.30. But 

maybe it goes to $2.00 instead and then I’m doing it wrong and if I have to buy back I’m doing it wrong two 

times. I was glad Khiron hit $2.00 but I didn’t like it when that it went back to a level of $1.20 because of the 

warrants. We could have sold in this period and bought back later. TGOD also went up after your email but 

then went down sharply after. Can you give also this kind of advice - sell a portion now and buy back later. 

You could do it on The Cannabis Report Model Portfolio by sending an email to everyone. 

 

I believe you for the long term but I also want to try making my portfolio stronger when it is possible.  

 

We all want to make profit on cannabis stocks by choosing the right model portfolio and person to follow but 

it’s hard to give your returns back to the market when the moment was there to sell a bit. 

 

Thank you for sharing your thoughts with us. 

 

M. de G.,  

Netherlands 

 

Your question reminds me of a quote by Will Rogers, “…buy some good stock and hold it till it goes up, then 

sell it. If it don't go up, don't buy it.” Rogers was an American social commentator in the early 1900’s. 

 

I selected it for the Question of the Week because you ask or refer to many issues our readers face every 

day in looking at their investments.  

 

Here are some things I have learned from a lifetime spent making investment decisions. 

  

(1) Buying and selling stocks is decision making under conditions of uncertainty. In other words, if we 

knew exactly what was going to happen, we would know exactly what to do. But this is not the case.  

https://www.nasdaq.com/symbol/snnvf
https://web.tmxmoney.com/quote.php?qm_symbol=LXX:CNX
https://web.tmxmoney.com/quote.php?qm_symbol=LXRP:US
https://www.google.ca/search?q=stock+quote%2C+tgod&rlz=1C1NHXL_enCA758CA758&oq=stock+quote%2C+tgod&aqs=chrome..69i57.14752j0j7&sourceid=chrome&ie=UTF-8


(2) Under conditions of uncertainty, the “right” decision is the more probable outcome. The “wrong” deci-

sion is the less probable outcome. If you manage your portfolio this way, you will have an outstanding, 

long-term outcome. 

(3) Under conditions of uncertainty, however, the “right” decision doesn’t always produce the most fa-

vourable outcome – at least not right away. You can make the “right” decision and get the “wrong” 

result in the short-term. 

(4) Some decisions under conditions of uncertainty are harder than others. A short-term decision is much 

harder than a long-term decision. It is more difficult to choose a stock that will go up tomorrow than it 

is to select a stock that will go up over the next year. 

(5) Mistakes are always possible at any time under any circumstances. To err is human and we are all 

human. Even under conditions of total certainty, people still make mistakes. Have you ever left the 

oven on after cooking? 

(6) The nature of investing in the stock market is such that the more inexperienced the investor, the more 

likely it is they will make the wrong decision because making or losing your money is a highly emotional 

decision and/or outcome. 

(7) An emotionally driven investor will tend to buy after stocks have been going up or have already gone 

up in price. Conversely, the same investor will tend to sell after stocks have already been going down 

or have gone down in price.  

(8) An experienced investor has learned these “rules” and is better able to make the “right” decision under 

conditions of uncertainty. But an experienced investor can still make the right decision and get the 

wrong outcome or simply make a mistake. 

(9) The reason inexperience investors should seek out the advice of experienced investors is not because 

the advice will be perfect. You take an experienced investor’s advice because they should be right 

more often than you will be. 

 

Now let’s consider your questions in light of making decisions under conditions of uncertainty. 

 

(1) The main question you ask is why we don’t do short-term trading, that is taking profits when stocks 

are up and buying them back when prices are lower. As outlined above, it is hard to make decisions 

under conditions of uncertainty and it is harder to identify short-term events. Take into account the 

delays created by the reporting system on The Cannabis Report Model Portfolio: I have to wait to the 

end of the day since inter-day trades are not allowed, email the trade to the model portfolio service 

and they have to see my email and post in on the website. Finally, readers have to see the email and 

make the trade. This can take several hours and into the next day and the costs of making the trade 

(commissions, fees, taxes) means the profit opportunity will likely be missed or eaten up by costs. 

(2) Another time we can look at the problems investors have after making an incorrect decision. For 

example, an investor sells a stock expecting it to go down so they can buy it back cheaper. If it doesn’t 

go down, they won’t buy it back until it falls below the selling price. If that doesn’t happen, an out-

standing long term profit can be lost. 

(3) In a trading market where I think we are now, it is possible sometimes to catch larger swings in stock 

prices. A very good example, for the Model Portfolio is Canopy Growth. I like Canopy Growth, I think 

it is a cannabis group leader and I have said many times it should be a core position in any portfolio. 

But given the big gain it posted after the Constellation news, I sold a little bit on two separate occa-

sions. As a core position, I didn’t sell it all. Now that the price has fallen, I am thinking about buying a 



little back. Compare this to what the less experienced investor might have done. When the Constella-

tion news came out and Canopy’s stock went soaring up in price, they were probably thinking about 

buying or were buying. Now that the stock has slumped back they are likely thinking about selling. I 

readily admit, I chose Canopy because it worked out and so helps me make the point. But the bottom 

line is an experienced investor tries to invest with their head while the inexperience investor invests 

with their heart. (see also Corporate and Breaking News below). 

 

The Cannabis Report Model Portfolio  
  

In an attempt to assist cannabis investors everywhere, Ted Ohashi has initiated a model portfolio that is 

available through Investors Hub. The portfolio was started and published on August 10, 2018 with $100,000. 

On October 12, 2018, the value of the portfolio was $127,769. If you would like to follow The Cannabis 

Report Model Portfolio on a trade-by-trade basis, please follow this (Link) The portfolio is “managed” by Ted 

Ohashi, a former financial analyst and mutual fund portfolio manager and the trading is “audited” by the 

publisher of The Cannabis Report that receives notification of trades and publishes the changes on their 

website to be read by the followers. The rules governing the model portfolio were published on IHub and are 

available by sending a request to thecannabisreportportfolion@gmail.com  

 

For the benefit of our Let’s Toke Business readers, we have included the October 12, 2018 The Cannabis 

Report Model Portfolio below. 

  

Marijuana Matters  
  

When I spoke to the Canadian Cannabis Capital Markets Conference last month, my remarks were rather 

cautious. One of the issues I warned about was the possibility of a scandal in the industry. Little did I know 

that the source of a scandal was one of the other presenters at the conference – Ascent Industries (CSE: 

ASNT). On the Canadian Stock Exchange following this news, Ascent became descent. 

 

A few weeks ago, ASNT reported that “Health Canada informed Ascent Industries Corp.’s wholly owned 

subsidiary, Agrima Botanicals Corp., on September 26, that it did not meet all of its record keeping and other 

compliance requirements during a Health Canada inspection conducted between August 28 and August 30. 

As a result, Agrima’s licences have been partially suspended by Health Canada. Agrima has commenced 

the process of addressing the identified issues and has initiated discussions with Health Canada for the 

reinstatement of the licences.” 

 

Prior to this announcement, I held ASNT in The Cannabis Report Model Portfolio that I publish for Investor’s 

Hub. The stock had performed very well as far as I was concerned. I purchased it at $.49 per share and 

within weeks it traded at a high of $.98 per share before settling back into the $.80 per share range. When 

the partial suspension of licenses was reported, it was downplayed by ASNT and the media as something 

that was expected to be resolved in a short period of time. But I had seen this before and what had followed 

in the earlier case was the requirement to destroy plants and recall product. So when the stock continued to 

trade above $.70 per share, I jumped at the chance to sell most of the holding at $.71 per share in late 

September. I purposely retained a small holding and reported at the time, “The company reported a problem 

of an accounting/administrative nature in its recent inspection by Health Canada and I think it is prudent to 

https://ih.advfn.com/newsletters/cannabisreport/tedohashi/3364/the-cannabis-report-model-portfolio-september-7-14-2018


reduce the size of the holding. Resolution of these issues is always more difficult and time consuming than 

originally thought.” 

 

This has proven to be the case. ASNT’s media sources said repeatedly they expected resolution of the Health 

Canada problem “next week.” Well as next week turned into next week turned into next week. I was reminded 

that good news comes early and bad news comes late. On November 9, 2018, I sold the balance of the 

holding at what now looks like a very attractive $.45 per share even though it was below my cost. I said at 

the time, “We have been waiting for this matter [the suspension of licenses by Health Canada] to be resolved 

shortly and the longer it goes on, the more nervous the market will be.” I said I would revisit ASNT when the 

licensing issue is resolved. 

 

This week the Health Canada (HC) issue was resolved and it was as bad as it gets for a publicly traded 

Licensed Producer. Health Canada informed ASNT that the response to the suspension of the producer’s 

and dealer’s licenses was not satisfactory to lift the suspensions. In addition, they issued a separate letter 

to ASNT stating that it intends to revoke Agrima Botanical’s licenses. Agrima is the subsidiary that holds 

ASNT’s licenses. This is the first time a licensed producer and a publicly traded Licensed Producer has been 

threatened with the loss of their licenses. Health Canada went on to say the review is focused on the period 

during which the Company was privately held. Health Canada also said that unauthorized activities with 

cannabis took place under the Access to Cannabis for Medical Purposes Regulations (ACMPR) license. The 

Board of Directors accepted the resignations of Philip Campbell, Reid Parr and James Poelzer, as officers 

and directors of Ascent, who were the persons directing the Company at the time. ASNT said it will appeal 

the decision to revoke its license. I am using Ascent and Agrima interchangeably.  

 

Here is the time line. ASNT was informed on November 16, 2018 that Health Canada intended to revoke its 

licenses. This notice gave ASNT ten days or until November 26, 2018 to respond. After that Health Canada 

will render a final decision although there is no indication when that decision might be forthcoming. My edu-

cated guess is the decision will be rendered quickly and it will probably be to revoke the licenses. I have 

been regulated and worked with regulators for much of the early part of my working life and I suspect by the 

time it reaches the point of threatening to revoke licenses, ASNT will really have to pull a rabbit out of the 

hat to avoid it. In this case, HC is the prosecutor, judge and jury so it’s a tough argument to win. 

 

Ascent then has thirty days to file an application for a judicial review. In revoking their licenses, Health Can-

ada will serve ASNT with a notice of rejection that includes the reasons for rejection. This will be part of the 

court record under the judicial review and that is the probably the first time we will know exactly what actually 

happened. Again the timeline for a judicial review is uncertain but the application takes us to Christmas so 

we are effectively into early 2019 before this legal process starts. I would not be optimistic about this outcome 

either but we are into totally uncharted waters as this has not happened before. My guess, and I warn it is 

exactly that - a guess - is the chances for success are a little better than the appeal to Health Canada. 

However, I suspect the odds clearly suggest Health Canada will prevail.  

 

Here are my observations: 

 



(1) There is a lot of important information we don’t have yet. We know the transgression happened under 

ASNT’s Access to Cannabis for Medical Purposes (ACMPR) license which was received on Novem-

ber 10, 2017. Health Canada also says it happened while the company was still private but I’m not 

sure Health Canada is familiar with the legalities of public and private companies. A company can be 

public (a reporting issuer) before its shares trade on a stock market. My guess is that HC means 

before ASNT commenced trading on the Canadian Stock Exchange which was August 9, 2018. The 

exact date of the alleged transgression could be critical to a point I make below. 

(2) I conclude whatever happened, it was considered very serious by HC. I don’t believe HC has even 

threatened a Licensed Producer with having its license revoked and I know an LP license has never 

been revoked. I know of some very questionable develops involving LPs that have not provoked such 

a response. Also Philip Campbell, Chairman and Chief Executive Officer, Reid Parr, Chief Operating 

Officer and James Poelzer, President and Chief Business Development Officer all resigned. So if I 

had to guess, ASNT probably knowingly sold cannabis illegally in one way or another. For example, 

current information on the Internet from Health Canada indicates that Agrima is licensed to cultivate 

cannabis and produce cannabis oil but it is not licensed to sell either. It’s hard to think of any other 

transgression that rises to evoke this level of response from HC. Also I suspect HC has decided to 

make an example of ASNT. If it turns out the problem was illegal sales, such an action by HC will be 

a powerful deterrent to making illegal sales of any sort by any other LP.  

(3) As I said above, I believe Health Canada will revoke ASNT’s licenses after November 26, 2108. How-

ever, that’s not the end of the story as explained above. There is a judicial review process. And even 

if ASNT loses that review, they should still have the option to “clean up” the company to HC’s satis-

faction and apply for a new license. The problem with this for investors is it will take a long time – 

possibly up to a year.  

(4) The best outcome would be for an existing Licensed Producer to acquire ASNT. This would resolve 

the management problem and the licensing problem. It would still take several months to complete a 

takeover as shareholder approvals from both sets of shareholders would be required but the acquisi-

tion could be completed within, say, six months. It could happen sooner if the proposed acquirer is a 

larger LP like Canopy Growth or Aurora Cannabis and longer if it is a smaller, less seasoned LP. In 

any case, it would only be prudent to seek the preapproval of HC before doing anything. Therefore I 

doubt anything will happen until the judicial review process is complete. 

(5) ASNT has important U.S. assets in Oregon and Nevada that are basically unaffected by these devel-

opments except in the sense that there is a big hole in the management team and the executives that 

are left will be distracted for the next few months. In addition, ASNT is likely to stop their capital 

spending until the outlook is clarified. But from a value perspective, assets are assets and the ones 

in the United States are not directly affected by the Canadian licensing problems. 

(6) In this environment and under these circumstances, I wouldn’t expect a takeover offer to be overly 

generous. But I have visited both the existing facility, the greenhouse and the new laboratory and 

shipping facilities under construction and they are very sound assets. The company also has a well 

thought out business plan they were proceeding on that can be continued. So there is every reason 

for someone to come in and want to take over the operation.  

(7) If your cost on ASNT shares is in the $.50 to $.90 per share range, don’t expect to be bailed out 

completely. The major markets are down, the cannabis stocks have been in a slump and the focus of 

the industry has shifted to international markets. But even if ASNT loses its appeal and the judicial 

review, being acquired by another LP means the road back to being fully licensed can be fast tracked. 



The price of ASNT on the stock market will probably gravitate to a small discount from such an offering 

price (assuming there is one). 

 

Because I have an investment background, I am concerned about investors. Either those who own Ascent 

stock or can learn valuable lessons from what is going on. So although I am not a securities lawyer there 

are a few issues here that trouble me. A former associate of mine liked to say, “I’m not an expert but I know 

enough to be dangerous.” So here are some issues I think are possibly dangerous and need to be looked 

into: 

 

(1) We now know that HC informed ASNT on Friday, October 16, 2018 that they intended to revoke their 

licenses but the stock was not halted until Monday, October 19, 2018. I think it is critical to know when 

management was informed and did the stock trade after management received the news and when 

they might have reasonably requested a trading halt? The stock closed at $.51 per share on that 

Friday, up from $.50 on Thursday. If management allowed the stock to trade, do the buyers on that 

day have any recourse? From the $.51 close on Friday to the $.18 close on Wednesday (the stock 

was halted Monday and Tuesday) is a loss of 65%. 

(2) I would also want to know if management had any idea that there was something more under consid-

eration than simply accounting and record keeping. I know the company line was the Health Canada 

matter was not particularly serious and would be handled in short order. I management knew there 

was a more serious problem potentially under consideration, If that was the case, there may be im-

plications with securities regulators. Having said this, I do not believe the Investor Relations team is 

at fault. Especially in a situation like this, they are almost scripted the company line.  

(3) ASNT closed a brokered and non-brokered private placement at $.40 per unit in two parts on June 

21, 2018 that raised a total of around $30 million. Depending on what happened and when, which we 

may not learn until evidence is made public as part of the judicial review I am sure will happen, do 

these investors have any recourse? I’m making some important assumptions but the “event” could 

have happened prior to June 21, 2018 based on the timeline and the information of wrongdoing was 

obviously material, that is, an investor may not have invested had they known. If it was withheld from 

investors and/or omitted in the offering documents, this could also be a problem. 

 

Conclusion: From the perspective of The Cannabis Report Model Portfolio, we were nicely in and nicely 

out with a substantial profit. At this point I am less inclined to get involved in a situation with so many potential 

unknowns plus others I may not even have thought about. However, conditions like this can also produce 

opportunities and this is what I will be looking at moving forward. At the right time and price, ASNT shares 

could be a tremendous opportunity. 

 

This is Ascent Industries’ scandal. There may still be others out there. Stay tuned. 

 

Breaking & Corporate News 
 

Recently, Canopy Growth (TSX: WEED) has been under some selling pressure. There are a few 

reasons. As we reported here on October 5, 2018, a group of Canopy insiders sold shares at between 

$64.37 and $65.79 per share. With WEED closing at $44.37, the insider group seems prescient. But not 

so fast. If you offered WEED CEO Bruce Linton the chance to go back and never have sold a single 



share, I’m sure he’d accept. There are other disgruntled types who point to WEED’s less than stellar 

recent financial results. Latest quarter sales were up only 33% compared with increases of 260% for 

Aurora Cannabis and 117% for Aphria as we reported in Let’s Toke Business in the November 16, 2018 

edition. As regular readers know, however, I still believe this is an event driven market and fundamentals 

aren’t as important. With an estimated $4+ billion to spend, I suspect WEED will be creating several 

events to spark investor interest. 

 

In The Cannabis Report Model Portfolio, have trimmed the Canopy growth position and with the stock at 

$44.37, the sales at $55.90 and $67.74 are looking good. But what that really means is while the naysay-

ers of crying “sell!” I am thinking about buying some back. 

 

If I am correct in assessing that we are in a trading market, Canopy’s market action of late means it is 

more of a buy than a sell. 

 

We are forced to revisit our understanding of the term “bought deal.” Investopedia says, “A bought 

deal is a securities offering in which an investment bank commits to buy the entire offering from the client 

company. A bought deal eliminates the issuing company’s financing risk, ensuring that it will raise the 

intended amount….A bought deal is relatively risky for the investment bank. This is because the invest-

ment bank must turn around and try to sell the acquired block of securities to other investors for a profit. 

The investment bank assumes the risk of a potential net loss in this scenario, either that the securities 

will sell at a lower price after losing value, or that they will not sell at all.” 

 

To me, the meaning of a “bought deal” goes back to October 19, 1987 when the Dow Jones Industrials 

fell 22.6% in one day also known as “Black Monday” or “Black Tuesday” depending on which time zone 

you were in. I refer to this event because British Prime Minister Margaret Thatcher’s government was 

selling British Petroleum (BP) on a “bought deal” arrangement. The sale, that was a record size in terms 

of value, was priced with a huge syndicate of investment banker/underwriters at 330 pence per share on 

Wednesday October 14, 1987 when the stock was trading at 350p per share. But on Black Monday, 

before the issue was sold, the stock market price of BP fell to 262p. U.S. underwriters Goldman Sachs, 

Salomon Brothers, Morgan Stanley and Shearson Lehman reported they had no buyers for any shares 

of BP at any price and Canada’s allocation was held by Wood Gundy that Wikipedia reports went out of 

business as a result. 

 

Unfortunately for the investment bankers, Thatcher played hardball and wouldn’t give an inch or perhaps 

I should say, a pence. The underwriters decided they had to honor their agreement and lost over $1 

billion. That was when a billion dollars was a whole lot of money and a bought deal was a bought deal. 

 

A few weeks ago I gave Namaste a hard time for agreeing to change the terms of their bought deal. 

Perhaps I spoke too soon. Last week, Medmen (CSE: MMEN) also agreed to reprice their bought deal 

terms. I guess it’s a good thing these underwriters weren’t dealing with the Iron Lady. 

 

A traveller out of Vancouver received a lifetime U.S. travel ban because he was headed to Las 

Vegas to attend the Marijuana Business Conference & Expo (MJBizCon) last week. A dozen people 

in Toronto were detained and delayed travelling to the same destination. This came as a surprise be-

cause it seemed as if the U.S. Customs and Border Protection (CBP) had been moving in a more tolerant 

direction when it announced recently that employees in the Canadian cannabis industry “…should gen-

erally be admissible…..” as long as their travel was unrelated to cannabis. (see Let’s Toke Business 



October 19, 2018) Before softening their stance CBP said any individual working in the cannabis industry 

in Canada could be considered inadmissible. Furthermore, these were air travellers. Prior to this we were 

only aware of ground travellers having problems. 

 

One person from Vancouver on the way to MJBizCon admitted he was invested in a company that had 

facilities in Las Vegas and had arranged to go on a tour. According to Len Saunders, an immigration 

lawyer based in the border town of Blaine, Washington, the traveller was asked if he understood that an 

investment in the U.S. cannabis industry was a “…violation of the Immigration and Nationality Act related 

to controlled-substance trafficking.” The only option available to a person with a lifetime ban is to apply 

for a temporary waiver good for five years. However, the application process can take up to a year, is 

unwieldy with a lot of paperwork and carries a cost of U.S. $585 plus your legal fees. Finally, there is no 

assurance you will receive a waiver.  

 

As stated above, another dozen Canadians working in the cannabis industry were detained and delayed 

at Toronto’s Pearson Airport on the way to the same show. They were all held in the same room. The 

Financial Post reported one higher-level cannabis executive who was not detained was advised by his 

lawyer to fly to Los Angeles and drive to Las Vegas the next day. Another who avoided problems reported 

flying to San Diego and then to Las Vegas. 

 

Immigration lawyer Saunders says if you begin to be questioned, it is better to say nothing. In that case 

you may be denied entry but not given a lifetime ban. He adds that once you have the ban it will remain 

in effect even if the Americans change their laws. So the objective is to avoid the ban at least until the 

law changes. 

 

This issue at the border is wrong and frustrating on at least two levels. At the highest level, the problem 

is with the Canadian Federal Government that seems to be doing nothing to protect its own citizens. It 

has not negotiated any relief and they keep advising Canadians to tell the truth. Thanks for the help! As 

the immigration lawyer says it is better to say nothing. If Minister of Public Safety Ralph Goodale is 

incompetent and cannot do his job, he should be replaced. Second, it seems the agent you get is the 

luck of the draw. I can only assume some U.S. border agents are acting more on personal anti-cannabis 

beliefs to give people a hard time and possibly lifetime travel bans. This problem might disappear in three 

months or three years. So the goal is to hang in and avoid the travel ban until this foolishness is over. 

 

Applications Watch  
 

No new license approvals this week. There are still 133 Licensed Producers. There have been fifty-four LP 

approvals in 2018. In the past 73 weeks there have been 91 new Licensed Producer approvals. Of the 132 

LPs: 38 are Cultivation & Sale, 90 are Cultivation and 5 are Sale Only. On the list of Fresh Marijuana & Oil 

producers, there are 42 LPs approved: 21 as Production & Sale, 18 approved for Production and 3 approved 

as Sale Only. In the category “Sale of Starting Materials,” 10 LPs are approved to sell starting materials: 8 

approved to sell plants and 2 approved to sell seeds.   

  

There are over 40 public companies that are LPs or own an interest in one or more LPs and more are on 

the way.  

 

Licensed producers by province are Ontario (67 or 50%), British Columbia (29 or 22%), Quebec (11 or 8%) 

Alberta (8 or 6%), Saskatchewan (4 or 3%), New Brunswick (3 or 2%), Nova Scotia (3 or 2%), Manitoba (2 



or 2%), Prince Edward Island (1 or 1%) and Newfoundland and Labrador (1 or 1%). Percent totals may not 

add up to 100% due to rounding. 

 

   Producer         Prov Dried Marijuana   Fresh Mari & Oil  Sale Start Materials   

  
1. 0957102 B.C.   BC Cultivation 

2. 0989561 B.C.   BC Cultivation 

3. 9408843 Canada   ON Production  Production 
4. 7 Acres        ON  Cultivation & Sale  
5. AAA Heidelberg   ON Cultivation  Production 
6. Abba Medix      ON  Cultivation  
7. ABcann Medicinals     ON  Cultivation & Sale  
8. A. B. Laboratories      ON  Cultivation & Sale  
9. Acreage Pharms      AB  Cultivation  
10. AgMedica Bioscience    ON  Cultivation  
11. Agrima Botanicals        BC   Cultivation      Production   
12. Agri-Medic ASP      QC  Cultivation  
13. Argripharm Corp      ON  Cultivation & Sale    Production & Sale  
14. Agro-Biotech      QC  Cultivation  
15. Agro-Greens Natural Production  SK  Cultivation    Production  
16. Alberta Craft Cannabis    AB  Cultivation  
17. Aleafia        ON  Cultivation  
18. Aphria        ON  Cultivation & Sale    Production & Sale  
19. Aqualitas       NS  Cultivation  
20. Atlas Growers   AB Cultivation  Production 
21. Aurora Cannabis      AB  Cultivation & Sale    Production & Sale  
22. Aurora 2nd site      QC  Cultivation 
23. Aurora 3rd site      AB  Cultivation  
24. Aurora 4th site      QC  Cultivation  
25. Avana Canada   ON Cultivation  
26. BC Tweed Joint Venture    BC  Cultivation  

27. BC Tweed JV 2nd Venture    BC  Cultivation  
28. Bedrocan Canada      ON  Sale  
29. Becrocan 2nd site      ON  Cultivation & Sale  
30. BeeHigh Vital Elements  NL Cultivation 
31. Beleave Kannabis      ON  Cultivation 
32. Bliss Co Holding      BC  Cultivation  
33. Bloom Cultivation      AB  Cultivation  

34. Bloomera       ON  Cultivation  
35. Boaz Pharmaceuticals    AB  Cultivation    Production  
36. Bonify Medical   MB Cultivation 
37. Breathing Green Solutions  MB Cultivation 
38. Broken Coast Cannabis  BC Cultivation & Sale  Production & Sale 
39. Canada’s Island Garden  PEI Cultivation & Sale 
40. Cannacure   ON Cultivation  Production 
41. Canna Farms   BC Cultivation & Sale  Production & Sale  Seeds 
42. CanniMed   SK Sale   Sale 
43. CannMart    ON Cultivation & Sale 
44. CannTrust   ON Cultivation & Sale  Production & Sale  Seeds 
45. CannTrust 2nd site   ON Cultivation  Production 
46. CannTx Life Sciences  ON Cultivation  Production 
47. Canveda    ON Cultivation 
48. DelShen Therapeutics  ON Cultivation 
49. Delta 9 Bio-Tech   MB Cultivation & Sale 
50. DOJA Cannabis   BC Cultivation & Sale 
51. Emblem Cannabis   ON Cultivation & Sale  Production & Sale 
52. Emerald Plant Health Source  QC Cultivation  Production 
53. Emerald Health Botanicals  BC Cultivation & Sale  Production & Sale 
54. Emerald Health 2nd site  BC Sale   Sale 
55. Evergreen Medicinal  BC Cultivation  Production 



56. Experion Medicinal   BC Cultivation 
57. Fleurish Cannabis   ON Cultivation  Production 
58. Folium Life Science   BC Cultivation  Production 
59. FV Pharma   ON Cultivation 
60. Goldleaf Pharm   ON Cultivation  Production 
61. Good & Green   ON Cultivation  Production 
62. Good Buds   BC Cultivation  Production 
63. Green Relief   ON Cultivation & Sale  Production & Sale 
64. Greenseal Cannabis  ON Cultivation 
65. HEXO    QC Cultivation & Sale  Production & Sale 
66. High Park Farms   ON Cultivation 
67. Highland Grow   ON Cultivation 
68. HydRx Farms   ON Cultivation 
69. Indiva    ON Cultivation & Sale 
70. IsoCanMed   QC Cultivation 
71. James E. Wagner Cultivation  ON Cultivation 
72. Kolab Project   ON Cultivation 
73. Les Serres Vert Cannabis  QC Cultivation 
74. Maricann    ON Cultivation & Sales  Production & Sale  Plants 
75. Maricann 2nd site   ON Cultivation  Sale   Plants 
76. Maricann 3rd site   ON Cultivation  Sale   Plants 
77. Medical Marijuana Group  ON Cultivation 
78. Medical Saints   ON Cultivation 
79. Medican Organic   QC Cultivation 
80. Medipharm Labs   ON Cultivation 
81. MEDISUN   ON Cultivation  Production 
82. MEDIWANNA   ON Cultivation 
83. MedReleaf   ON Cultivation & Sale  Production & Sale 
84. MedReleaf 2nd site   ON Cultivation & Sale 
85. Muskoka Grown   ON Cultivation & Sale 
86. Natura Naturals   OH Cultivation 
87. Natural MedCo   ON Cultivation 
88. Northern Green Canada  ON Cultivation  Production 
89. Organigram   NB Cultivation & Sale  Production & Sale 
90. Original B.C.   BC Cultivation & Sale 
91. Peace Naturals Project  ON Cultivation & Sale  Production & Sale  Plants 
92. PhyeinMed Inc.   BC Cultivation 
93. Potanicals Green Grow  BC Cultivation 
94. Prairie Plant Systems  SK Cultivation 
95. Pure Sun Farms   BC Cultivation 
96. PureSinse   ON Cultivation 
97. Quality Green   ON Cultivation 
98. Radicle Medical Marijuana  ON Cultivation 
99. RedeCan Pharm   ON Cultivation & Sale 
100. RedeCan Pharm 2nd site  ON Cultivation 
101. Royalmax Bio   QC Cultivation 
102. Seven Leaf Medical   ON Cultivation  Production 
103. Solace Health   ON Cultivation 
104. Speciality Medijuana Products  BC Cultivation 
105. Spectrum Cannabis   ON Cultivation & Sale 
106. Starseed Medicinal   ON Cultivation & Sale  Production & Sale 
107. Sundial Growers   AB Cultivation & Sale 
108. Sundial Growers 2nd site  AB Cultivation  Production 
109. Tantalus Labs   BC Cultivation 
110. THC Biomedical   BC Cultivation & Sale  Production & Sale  Plants 
111. The Flowr Group   BC Cultivation & Sale 
112. The Green Organic Dutchman  ON Cultivation & Sale 
113. Thrive Cannabis   ON Cultivation 
114. Tidal Health Solutions  NB Cultivation 
115. Tilray    BC Cultivation & Sale  Production & Sale 
116. Toronto Herbal Remedies  ON Cultivation 
117. Tweed Farms   ON Cultivation & Sale 



118. Tweed Grasslands   ON Cultivation & Sale  Production & Sale  Seeds 
119. Tweed Inc.   ON Cultivation & Sale  Production & Sale  Seeds 
120. United Greeneries   BC Cultivation & Sale 
121. UP Cannabis   ON Cultivation 
122. UP Cannabis 2nd site  ON Cultivation 
123. Valens Agritech   BC Cultivation  Production 
124. Vert Cannabis   QC Cultivation 
125. We Grow B.C.   BC Cultivation 
126. Weed Me    ON Cultivation 
127. WeedMD Rx   ON Cultivation & Sale  Production & Sale  Plants 
128. WeedMD Rx 2nd site  ON Cultivation 
129. Whistler Medical Marijuana  BC Cultivation & Sale  Production & Sale  Plants 
130. Whistler Medical Marijuana 2nd site BC Cultivation 
131. WILL Cannabis Group  ON Cultivation 
132. Zanabis    BC Cultivation & Sale 
133. Zenabis 2nd site   NB Cultivation & Sale 

 

To have your name removed from our distribution list, please send your request to letstokebusi-

ness@gmail.com Your name will normally be removed within 24 hours of the receipt of your request.  

 

The Cannabis Report Model Portfolio 

October 12, 2018 

 

Highlights: 

 The model portfolio finished the week ended October 12, 2018 with a gain of 0.6% to close at 

a value of $127,768.89. This was a positive result as the major North American markets were 

substantially lower. 

 Organigram (TSXV: OGI) was the top performer in the portfolio last week with a gain of 8.7% 

followed by Canopy Growth (TSX: WEED) with a gain of 3.4%.  

 Five of the seven holdings in the portfolio are trading above cost. 

 The outlook for the Canadian cannabis stocks remains positive and the portfolio is expected 

to continue its pattern of outstanding growth demonstrated since inception earlier this year. 

 

In Review:  

 

 For the week ended October 12, 2018: 

The Cannabis Report Model Portfolio    +  0.6% 

Let’s Toke Business Marijuana Composite Index  -  0.8% 

S&P/TSX Composite      -  7.1% 

Dow Jones Industrial Average     - 6.0% 

 Since inception on August 10, 2018: 

The Cannabis Report Model Portfolio    +27.8% 

Let’s Toke Business Marijuana Composite Index  +10.6% 

S&P/TSX Composite      -   5.6% 

Dow Jones Industrial Average     +  0.1% 

 (TSXV: KHRN) rebounded nicely last week to stay at the largest position in the portfolio at 17.8% 

followed by Lexaria Bio (CSE: LXX) at 13.3%.  



 The smallest position at the end of the week was Ascent Industries (CSE: ASNT) at 2.7% after we 

took some profits followed by Canopy Growth (TSX: WEED) at 7.6% also after we took some profits.  

 Repeating as the top performer in the portfolio last week was Organigram (TSXV: OGI) with a gain 

of 8.7% followed by WEED that was up 3.4%. 

 The two stocks that most lagged the portfolio were Sunniva (CSE: SNN) that fell 5.5% followed by 

Lexaria (CSE: LXX) with a decline of 5.3%. 

 The cash position was 26.1%. The cash is being used to build positions in the portfolio. 

 The holdings most above acquisition cost are ASNT +1873% following our reduction in the holdings 

last week which had the effect of reducing the cost significantly and KHRN that is up 85.6%.  

 The positions least above cost are SNN -7.1% and LXX -1.2%. I have added regularly to both posi-

tions as I see tremendous potential for both companies moving ahead. 

 

Comment: I remain comfortable with the holdings in the portfolio. The cash position of 26.1% gives me the 

flexibility to add a position or add to a position should an opportunity arise. My favorites are Khiron, Lexaria 

and Sunniva. If we look out a year I believe all of these companies will have provided an outstanding invest-

ment experience for shareholders.  

 

Let’s not overlook the fact that by the time I communicate with you next, cannabis will be legal in Canada. It 

has been a long and often frustrating wait but the event is finally upon us. This will ensure that Canada will 

continue to be the business model for cannabis around the world. I am proud to be a Canadian and to have 

had a chance to be a supporter in recent years. For others who have been on the front lines for decades, I 

am certain there is a greater sense of accomplishment that is well deserved.   

 

Portfolio Summary: I hope readers are getting the sense that with a portfolio of 5 – 10 different stocks there 

are always things that need attention. Being in Canada, the primary focus of the portfolio will be from a 

Canadian perspective. However, we should point out that the performance of the portfolio in Canadian and 

U.S. dollars may be different over time depending on the future value of these currencies. 

Here is a brief rundown of the individual stocks in the portfolio: 

 

Company Stock Symbol   
# 
Shares Cost Market  Portfolio  Portfolio Allocation  % Chg for  % Relative to  

   10/5/18 10/12/2018  $CAN  $US @ $1.29006 $CAN/$US  Week  Cost 

Ascent Industries CSE: ASNT 
         
5,000  

 $              
0.04  

 $                            
0.70  

 $        
3,500.00  

 $           
2,688.09  2.74% -1.41% 1791.89% 

Canopy Growth TSX: WEED 
             
150  

 $            
37.37  

 $                          
64.90  

 $        
9,735.00  

 $           
7,476.73  7.62% 3.43% 73.67% 

Khiron Life Sci TSXV: KHRN 
       
12,600  

 $              
0.97  

 $                             
1.80  

 $      
22,680.00  

 $           
17,418.82  17.75% -2.70% 85.62% 

Lexaria Bio CSE: LXX 
         
7,250  

 $              
2.37  

 $                            
2.34  

 $       
16,965.00  

 $          
13,029.55  13.28% -5.26% -1.27% 

Organigram TSXV: OGI 
          
2,100  

 $              
4.86  

 $                            
7.50  

 $       
15,750.00  

 $          
12,096.40  12.33% 8.70% 54.38% 

Radient Tech TSXV: RTI 
          
9,100  

 $              
0.83  

 $                             
1.23  

 $         
11,193.00  

 $            
8,596.51  8.76% 2.50% 48.51% 

Sunniva CSE: SNN 
         
2,800  

 $              
5.60  

 $                            
5.20  

 $       
14,560.00  

 $            
11,182.45  11.40% -7.14% -7.14% 

Cash     
 $      
33,385.89  

 $          
25,641.22  26.13%   

Portfolio Value     
 $    
127,768.89  

 $          
98,129.77  100.00% 0.61%  

          

LTB Marijuana Composite Index    1000.39 -0.80%    

S&P/TSX Composite Index    15414.3 -6.00%    

Dow Jones Industrial Average    25339.99 -7.10%    



 

 Ascent Industries: (CSE: ASNT) is a Licensed Producer under to cultivate cannabis and produce 

cannabis extracts. ASNT has applied for a controlled drugs license under the Controlled Drugs and 

Substances Act. In the U.S., ASNT is licensed for production, processing and wholesale distribution 

of cannabis in Oregon and Nevada. Operations currently include facilities in B.C. and in Oregon and 

Nevada in the U.S. Activities at each facility include cultivation and extraction in Canada, and pro-

duction, processing and wholesale distribution of a catalogue of premium cannabis products in Ore-

gon and Nevada. The company reported a problem of an accounting/administrative nature in its re-

cent inspection by Health Canada and Health Canada has suspended certain of their licenses. Res-

olution of these issues is always more difficult and time consuming than originally thought. I plan to 

restore the positon when matters are clarified. I have retained a smaller position because I think this 

is a fine company and I want it represented in the portfolio. 

 Canopy Growth (NYSE: CGC) (TSX: WEED): has once again been the catalyst to lift the cannabis 

stocks out of the doldrums. WEED is the clear cut leader of the Canadian cannabis industry and initi-

ated many trends and leads the way for international expansion. Canopy has established a pattern 

of moving ahead in spurts followed by periods of consolidation. Still I view Canopy as a “core posi-

tion” in the portfolio and at 7.6%, the holding reflects exactly that. 

 Khiron Life Sciences (TSXV: KHRN): is a vertically diversified cannabis company in Colombia, 

South America. Because of the cost structure in Colombia, KHRN will be one of the lowest cost pro-

ducers in the world over the foreseeable future. In addition, they have diversified vertically into many 

other markets connecting the medical marijuana plant to an end user. I have met many members of 

the management team that is comprised mainly of Colombians with a representative number of Ca-

nadian and others including Vicente Fox, former President of Mexico and CEO of Coca Cola, Latin 

America. KHRN continues to trade at a discount to its comparables which is totally unjustified in my 

opinion. As the largest position in the portfolio, KHRN reflects my optimism for its outlook. 

 Lexaria Bioscience (CSE: LXX) (OTCQX: LXRP): their DehyrdraTECHTM technology provides 

greatly improved bioavailability of cannabis, vitamins, certain pain killers and nicotine. LXX is build-

ing an unmatched base of rigorous scientific evidence backed up by a portfolio of patents to protect 

the technology. I have followed LXX for over two years through discussions with the same senior 

management group that makes me very comfortable having it in the portfolio. I expect in the next six 

months to a year there will be explosive news that will be a game changer for the company and any 

portfolio that owns the stock. 

 Organigram (TSXV: OGI): has been a long-term favourite of mine among the Licensed Producer 

names. In a recent conversation with management we discussed the fact that they are one of the 

lowest cost Canadian producers at under $1.00 per gram. In addition, they have funded an aggres-

sive international growth plan that should establish them in markets around the world. Because the 

stock is comparatively undervalued, OGI is a name that always comes up when takeover targets are 

mentioned. This is a company that quietly goes about its business always staying at or near the top 

of Licensed Producer group in Canada. 

 Radient Technologies (TSXV: RTI): a bit of a sleeper probably because they have already selected 

Aurora Cannabis (TSX: ACB) as its dance partner and vice versa. RTI has a proprietary extraction 

process called Microwave Assisted Processing (M.A.P.), that can provide substantially higher yields 

and purity compared to conventional natural extraction. I like the cannabis oil market and the fact 

that ACB provides financial support and a natural major customer. The company tends to be low-key 

https://web.tmxmoney.com/quote.php?qm_symbol=ASNT:CNX
https://finance.yahoo.com/quote/CGC/
https://web.tmxmoney.com/quote.php?qm_symbol=WEED&locale=EN
https://web.tmxmoney.com/quote.php?qm_symbol=KHRN
https://web.tmxmoney.com/quote.php?qm_symbol=LXX:CNX
https://web.tmxmoney.com/quote.php?qm_symbol=LXRP:US
https://web.tmxmoney.com/quote.php?qm_symbol=OGI
https://web.tmxmoney.com/quote.php?qm_symbol=rti


which provides investors with an opportunity to accumulate the stock. Recent speculation that ACB 

might be working with Coca Cola to develop cannabis based drinks has refocussed some attention 

on RTI. 

 Sunniva (CSE: SNN) (USOTC: SNNVF): potential leader in the California market with a first harvest 

just a few months away and construction of a Canadian operation expected to come on stream early 

in 2019. The company is about to embark on an aggressive vertical integration plan in order to solid-

ify its leading position in California which is a market larger than all of Canada. Some analysts sug-

gest the Canadian assets account for the entire market cap of the company which means at current 

price you are getting the U.S. assets for free. SNN has been a top pick of mine since going public. 

Recently the company announced it has engage Canaccord Genuity to explore strategic alternatives 

for its Canadian assets including sale, investment in or joint venture for its Canadian assets with the 

intention to spin out the assets into a separate Canadian company to list on the Toronto Stock Ex-

change and the NASDAQ market.  

 Cash at 26.1%: I am comfortable with some cash in the portfolio at this time. This is a rapidly evolv-

ing sector and this gives me the flexibility to add new positions and to add to holdings I like on any 

corrections. 

 

Where We Are In The Cannabis Stock Market Cycle - An Update 

 

Summary 

In February, I outlined where we were in the cannabis stock market cycle. I said we were transitioning from 

the Dynamic Phase to the Trading Phase of the Bull Market. 

Clearly, we are in the Trading Phase, and we are closer to the Bear Market. I explain why I think we are still 

in the bullish phase. 

Constellation/Canopy II triggered a strong rally, but nothing like version one. We currently sit near the end of 

a sharp correction, and the market needs another "event." 

We think that such an event is on the horizon, with President Trump acting on his own or another investment 

by a major into a leading cannabis company. 

As a result, an update of the stocks I follow show many of them offer a trading opportunity from current levels. 

Summary 

In February 2018, I observed the cannabis stocks were transitioning from the first stage of the bull market to 

the second stage. I said investors should adjust their portfolio strategy. 

I explained my view that the stock market and cannabis stock market cycle can be separated into three 

stages: 

1. The first is the bull market dynamic phase, which is an uptrend with few corrections. 

2. The second stage is the trading phase during which prices still rise but at a slower overall rate of gain and 

increased volatility. 

3. The third stage is the bear market that is a downtrend with few rallies of any size. Bear markets are shorter 

than bull markets and do not give back all of the previous bull market gains. 

Today, I think it is clear that we are in stage two, and we may be transitioning into stage three or the Bear 

market. I realize the "B" word might strike fear into the heart of investors, but don't let it happen. This is 

nothing more than another transition that implies a different set of policies that should guide your investment 

strategy. 

Let's quickly review and update the market cycle and the three stages I define. 

https://web.tmxmoney.com/quote.php?qm_symbol=SNN:CNX
https://www.nasdaq.com/symbol/snnvf


The Market Cycle 

 
The entire market cycle is divided into three parts. The first is the bull market defined as a time when stock 

prices are generally rising. The bull market is further separated into two sections: the Dynamic Phase and 

the Trading Phase. The final stage is the bear market, which is an extended period of price declines. Here 

are some points to remember: 

1. The bull market lasts three to four times longer than the bear market. That is why successful portfolio 

managers tend to be optimists. Since the market is rising most of the time, being positive means you 

will be right most of the time. 

2. Although bear markets don't last as long, the rate of price decline is more rapid, and for investors, the 

experience is more frightening. 

3. Third, the bear market typically does not surrender all the gains made in the preceding bull market. 

That is why long-term charts of the Dow Jones Industrial Average and other market indexes rise over 

time. The long-term return on common stocks in the U.S. and Canada has been around 9%+ per 

annum assuming reinvested dividends. 

4. Also, it is worth noting that although I am using one standard model for a market cycle, each one is 

unique. The length and the rate of change will be different from cycle to cycle. 

 
 

The next chart illustrates the trends in each phase: 

1. In the Dynamic Phase of the bull market, the rate of return is the highest. This is the phase where buy 

and hold works best. 

2. During the Trading Phase, the corrections become larger and more frequent, but the returns remain 

positive. In the Trading Phase, the opportunities for higher profit from trading exist. As I said in the 

original report, during the Trading Phase, more new issues are brought to market. This is the stage at 

which many new companies are underwritten as the investor appetite for speculative stocks is higher. 



3. The bear market decline is often steeper and shorter. However, as I said in my first report, this is the 

stage at which investors feel the greatest stress. As behavioral science has established in recent 

years, "loss aversion" means for most people, it is better not to lose $1 than to make a $1. Some 

studies show that you need a profit of $2 to offset the psychological effect of a $1 loss. 

 
A key message is the roll-over to the next phase is not instantaneous. In fact, in a way, the Trading Phase is 

the transition from a Dynamic Phase to a Bear Market. So if we consider we are currently about to roll over 

from the Dynamic Phase to the Bear Market, the actual Bear Market could still be a year off. Of course, it 

could come sooner than that. 

 
The characteristics of each phase dictate how you should manage your investments. 

1. In the Dynamic Phase, prices are predominantly upwards. When corrections or setbacks occur, they 

tend to be relatively brief, and the declines are small. For larger markets such as the New York Stock 

Exchange and the Toronto Stock Exchange, corrections on the major indexes will not often go over 

5%, and they need to approach 10% before anyone worries. In the more volatile cannabis sector, this 

is likely more like 10% and 20%, respectively. This is the time to buy as much as you can and hold on. 

For now, that time has passed. 

2. In the Trading Phase, corrections in the overall markets will frequently exceed 10%, and for cannabis 

stocks, that should translate into 20% or more. The markets are more volatile and corrections more 

frequent. For portfolios, it is a time to take some profits on strength and nibble at stocks on weakness. 

If you buy less and sell more, you will build cash over time. Readers will probably recognize these 

features in the cannabis stock market over the previous nine months and hopefully you have accumu-

lated some cash. 

3. Bear markets using a rule of thumb definition for the major markets is a decline in the leading indexes 

of over 20%. Cannabis stocks are considerably more volatile, so the decline might be 40% to 50% 

during a bear market. 



 
In February 2018, I reported that we were in the transition from the Dynamic Phase to the Trading Phase 

(oval to the left). Now I think we are in transition from the Trading Phase to the Bear Market. Note that I am 

still not trying to forecast the market. So I use a large oval instead of a small dot to identify where we are. 

However, I am willing to go so far as to say I think we are still in the cannabis bull market and the trend over 

the short term will be positive. However, the cannabis group has experienced some sharp fluctuations and 

so we have to adjust. 

On Seeking Alpha eight months ago, I suggested readers build some cash in portfolios. If you follow me on 

The Cannabis Report Model Portfolio, you will see I have 25%+ cash. Given the recent drop in cannabis 

stocks, which I think is still volatility on the downside in the Trading Market, I am looking at a couple of new 

stocks that have come down a lot in price that will be very attractive at current levels. If I buy a couple of new 

names and reduce my cash to 10% to 15% in the short run, the plan will be to raise the cash to around 35% 

in the next rally. 

What's Next? 

We are close to the bottom of a sharp correction in the cannabis stocks. Since the middle of October, the 

Marijuana North American Index is down 29%, the Canadian Cannabis Composite Index is down 29% and 

the New Cannabis Ventures Global Cannabis Stock Index is down 26%. By our definition, this qualifies as a 

correction in the Trading Phase of the cannabis stock market cycle. 

Could this turn into the Bear Market? It's possible. The fact of the matter is the cannabis stocks need an 

"event" to spur a recovery. We think the odds favor such an event. There have been many rumors of another 

major outside-the-industry investment into one of the leading cannabis stocks such as Aurora Cannabis 

(NYSE:ACB) or Aphria (NYSE:APHA). Finally, it is rumored that President Trump will propose a new policy 

toward cannabis that will make medical cannabis legal in the U.S. and allow states to determine local policies 

on recreational marijuana. So there is a reasonable likelihood of a positive event in the next six months. 

Although the odds favor a positive event, in my view, there are a couple of potential clouds on the horizon. 

These are longer-term issues. 

Although the next Canadian federal election is still a year away (October 21, 2019), the pro-cannabis Liberal 

Government has fallen behind the anti-cannabis Conservatives in the latest polls. Although it is almost incon-

ceivable that it has happened, Prime Minister Justin Trudeau has frittered away a massive amount of political 

goodwill, and it is possible he could lose the next election. When I asked Vic Neufeld, Chief Executive Offer 

of Aphria, what would happen if the Conservatives win the next election, he provided an opinion with which I 

agree. Neufeld said: 

1. The Liberal Prime Minister has behaved in a way that could explain the poll result. But his actions and 

the polls could change in a year. 

https://seekingalpha.com/symbol/ACB
https://seekingalpha.com/symbol/APHA


2. In any case, Neufeld said he did not believe a Conservative government will revoke legalization. Sub-

sequently, Andrew Scheer, the leader of the opposition, said in an unconvincing manner that a Con-

servative government will not make cannabis illegal again. 

In my opinion, if the Conservatives maintain or increase their lead in the polls as we move toward Canada's 

next federal election, that will be reflected negatively in the cannabis stocks. If the Conservatives are elected, 

investors will not wait around to find out what the new government will do. They will probably sell in the days 

immediately leading up to and following the election. This could be a bear market triggering event. 

Another issue in my mind is the potential for a scandal to hit the cannabis group. Given the massive amount 

of capital that has been raised and spent by cannabis companies, the potential certainly exists. As I talk to 

people in the industry, the number of rumors floating around out there reminds me that where there's smoke, 

there is fire, and the more smoke there is, the more likely there is a fire. Obviously, a scandal will upset the 

fragile optimism of investors and send the market lower. 

Recommended Company Updates 

This report is a follow-up to my original Seeking Alpha article Where are We In the Cannabis Stock Market 

Cycle published in February 2018. 

1. Back then I concluded we were transitioning from the Dynamic Phase to the Trading Phase of the 

cannabis stock market cycle. For the past eight months, we have seen the characteristics of the Trad-

ing Phase that I described: greater volatility and a lower rate of return. I think it is fair to conclude we 

are now firmly entrenched in the Trading Phase of the cycle. 

2. Looking at the cannabis stocks today, I think we are still in the Trading Phase but also transitioning 

into the Bear Market. I see several factors that could trigger the next rally in the Trading Phase includ-

ing a unilateral move by President Trump to legalize medical marijuana in the new year or another 

investment into a Canadian major Licensed Producer by big pharma, alcohol or non-alcoholic bever-

age company or tobacco. 

3. Looking further ahead toward the end of 2019, I can also see events that could trigger a Bear Market 

Phase. The most serious is the possibility that the Canadian Federal Liberal Party could lose the next 

election to the staunchly anti-cannabis Conservative government that has actually moved ahead in 

the latest poll. The other factor I can foresee is a major scandal which almost seems inevitable given 

the billions of dollars that have been raised and is being spent in the industry. 

4. Between now and then, whenever that may be, portfolios should continue to raise cash. I advised this 

in the February report, but it wouldn't surprise me if many investors haven't raised cash yet. Well, it's 

not too late. As we move ahead, take advantage of any price rallies to take some profits to hold as 

cash. In the Cannabis Report Model Portfolio that I run, I have followed my own advice and have 

around 27% in cash. 

5. As the market has corrected recently, I will use some cash to add to stocks that have dropped in price. 

In the next rally, I will take some profits and expect to end up with 30%+ in cash. I will continue forward 

buying on dips and selling on bounces until by next fall, the cash position should approach a defensive 

50% or so. 

Here is an update on the stocks I have been covering here on Seeking Alpha: 

https://seekingalpha.com/article/4145991-cannabis-stock-market-cycle
https://seekingalpha.com/article/4145991-cannabis-stock-market-cycle


 
Ascent Industries (OTC:PGTMF) [CSE:ASNT] is licensed to produce cannabis and extracts and has applied 

for a controlled drugs license. In the U.S., ASNT is licensed for production, processing and wholesale distri-

bution of cannabis in Oregon and Nevada. Operations currently include facilities in these areas. I have fa-

vored ASNT since it went public in August 2018. However, I held off writing it up on Seeking Alpha because 

the shares shot up in price. Recently, ASNT reported a problem of a record-keeping nature in a recent in-

spection by Health Canada that has suspended certain of its licenses. The situation is expected to be rectified 

shortly. At that time I plan to make a more complete report. 

 
Aphria is one of the "big three" Canadian cannabis companies. Aphria has distinguished itself with above-

average financial results and is about to become the third Canadian Licensed Producer to list on the New 

York Stock Exchange. In addition, it is probably one of the top two takeover targets of the cannabis group. A 

frequent rumor is Altria (NYSE:MO) buying a minority stake in the company. I recently heard Chief Executive 

Office Vic Neufeld speak in Frankfurt, Germany, and I am convinced management remains solid. It seems 

good things are in store for APHQF (or APHA) when it begins to trade on the Big Board. 

https://seekingalpha.com/symbol/PGTMF
https://seekingalpha.com/symbol/MO


 
Canopy Growth (OTC:CGC) remains one of my picks in the Licensed Producer group. In my original Seeking 

Alpha article in late 2016, I referred to CGC as an "ETF Surrogate" and I stand by that two years later. CGC 

set the cannabis world on fire a year ago when Constellation Brands (NYSE:STZ) purchased a 9.9% interest 

in CGC in the first major cross-industry investment into the cannabis industry. Then, in August 2018, STZ 

invested another U.S. $4 billion into CGC raising its interest to 38%. CGC has been a constant industry leader 

including the move to international markets. Given it has a giant war chest, CGC is likely to continue in its 

leadership role. 

 
Khiron Life Sciences (OTCQB:KHRNF) [TSXV:KHRN] operates in Colombia as a vertically diversified can-

nabis company with plans to become a dominant force in Latin America. The local cost structure will make 

KHRN one of the lowest cost producers of high-quality medical cannabis. KHRN is diversifying horizontally 

initially into Chile. It has diversified vertically acquiring medical clinics in Bogota (ILANS) and launching a 

CBD-based cosmetics line, Kuida, targeting the specific needs of Latin American women. Recently, Vicente 

Fox, former president of Mexico and CEO of Coca-Cola Mexico, joined the Board. When the current exercise 

of $1.20 warrants is completed, I expect the stock to rebound smartly. 

https://seekingalpha.com/symbol/CGC
https://seekingalpha.com/symbol/STZ
https://seekingalpha.com/symbol/KHRNF


 
Lexaria Bioscience (OTCQX:LXRP) has significant potential because it out-licenses a disruptive and cost-

effective technology, DehydraTECHTM, that promotes healthier administration methods, lower overall dosing 

and higher effectiveness of ingestible drugs and other beneficial molecules such as CBD, THC, nicotine, 

certain vitamins and nonsteroidal anti-inflammatory drugs. What separates LXRP from its competitors is a 

portfolio of patents and patents pending in over 40 countries. In addition, the benefits of Dehy-

draTECHTM have been established in a number of scientific clinical trials with humans and animals. LXRP 

has the potential to sign an agreement that will launch it into an entirely new level. 

 
Organigram (OTCQX:OGRMF) is a licensed producer. OGRMF is one of the lowest-cost Canadian producers 

at under $1.00 per gram. With its organic certification reinstated, around 10% of its output will again be 

organic. In addition, it has funded an aggressive international growth plan that should establish it in markets 

around the world. Because the stock is comparatively undervalued, OGI is a name that always comes up 

when takeover targets are mentioned. This likelihood has probably increased since the stock has declined in 

the recent correction. With strong management, OBRMF is a relatively low risk investment in the cannabis 

space. 

https://seekingalpha.com/symbol/LXRP
https://seekingalpha.com/symbol/OGRMF


 
Radient Technologies (OTC:RDDTF) uses its core technology, Microwave Assisted Processing, or MAP, to 

produce extracts from cannabis providing substantially higher yields and purity when compared to competi-

tors. Aurora Cannabis is an investor in RDDTF and is ACB's initial "Extraction as a Service" customer. Other 

Canadian licensed producers have also become clients of RDDTF. In addition, RDDTF's technology can be 

used to extract CBD from hemp. I believe oils and extracts is a very high-growth sector in the high-growth 

cannabis industry. I look on RDDTF as a lower-risk, junior company operating in a high growth area of the 

cannabis industry. 

 
Sunniva (OTCQB:SNNVF): The market has put SNNVF in the penalty box for being too aggressive in its 

estimates on the completion of the California campus and the timing and financing of construction in Canada. 

To me, however, as long as SNNVF continues to fulfill its milestones, the timing becomes less important. The 

plan to spin out the Canadian assets is still in place and the timing is looking better and better considering 

what is going on in the U.S. I have hitched my star to management, and I think that will prove to have been 

the right thing to do. 

Conclusion: I conclude the recent correction is part of the Trading Phase and not the Bear Market for can-

nabis stocks. If that is correct, the case can be made for buying any of these stocks. For more cautious 

investors, I think companies such as Aphria, Canopy Growth, Organigram, and Radient fit the bill. For inves-

tors who are more focused on higher returns with greater volatility, Khiron and Lexaria are the way to go. 

Sunniva is a somewhat smaller, developing company, but I think its market action during the recent correction 

is a strong indication that it is oversold. So SNNVF offers an attractive combination of higher upside potential 

with less downside risk from current levels. Finally, Ascent Industries is an attractive, well-managed company, 

and once the issues with Health Canada are resolved, I would be an aggressive buyer. 

https://seekingalpha.com/symbol/RDDTF
https://seekingalpha.com/symbol/SNNVF


Disclosure: I/we have no positions in any stocks mentioned, and no plans to initiate any positions within the 

next 72 hours. 

I wrote this article myself, and it expresses my own opinions. I am not receiving compensation for it (other 

than from Seeking Alpha). I have no business relationship with any company whose stock is mentioned in 

this article. 

Additional disclosure: I have options to buy 150,000 shares of KHRN that I received in consideration of work 

done for the company prior to going public. I do not receive compensation from the company at this time. 

Editor's Note: This article discusses one or more securities that do not trade on a major U.S. exchange. 

Please be aware of the risks associated with these stocks. 

 

Sunniva - Here Is What I Think You Should Do Now.  

  

Summary  

 Sunniva's stock has been falling like a stone.  

 I have spent a lot of time assessing the situation and coming up with an answer to the question, "What 

do we do now?"  

 What follows is my answer and how I arrived at it.  

  

I address the situation with Sunniva which everyone knows has been falling more rapidly than most in a 

generally declining cannabis stock market. Believe me I have spent many hours in the past 48 in con-

templation of what to do next. I have asked myself all the questions you have asked and more. I have 

also spoken to and exchanged emails with management. In addition, I have carefully reflected on previ-

ous occasions in which a stock badly underperformed my expectations.  

  

Most of you know that in my investment decision making, management always ranks at the top. Sunniva 

is no exception and this is an excellent example why it is such an important asset for investors. When 

things do not work out as expected, I am comforted by the fact that people like Dr. Anthony Holler, Leith 

Pedersen, David Negus and the others I have met are going to work every day. I know they are going in 

every morning, probably earlier during these difficult times. They are working to progress the Business 

Plan. And many days of the week they are probably staying later than usual.  

  

Some of you may recall 18, months ago, when Organigram got caught up in the myclobutanil contamina-

tion problem. The stock was a recommendation of mine and it was falling in price in a generally strong can-

nabis market. Although many didn’t, I stuck with management and remained positive. Investors who didn’t 

sell out then are very happy today. In fact, I just read that Organigram is one of the few cannabis stocks 

that is up in price since the recent peak in cannabis stock prices in January.  

  

Am I unhappy the stock has gone down in price? Of course I am. I am pissed. Am I sorry I recom-

mended the stock? No I am not! Many people have asked over the years why I do not typically own 

shares in companies I recommend. It is for times like this. It allows me to assess situations like this 

with far less emotion clouding my decision making.  

  

There is only one question you need to ask yourself about Sunniva today. Will management successfully 

follow through on their business plan? If your answer is yes you should continue to own your shares and 

buy more if it suits your circumstances. If your answer is no, you probably shouldn’t have purchased the 

shares in the first place. And if you don’t own Sunniva yet, now is a great time to initiate holdings. I remain 

confident that as long as management continues to build the company, shareholders will be rewarded.  



  

There are signs of panic selling in Sunniva’s stock. People seem to be selling because the stock has 

been falling and they are afraid it will keep falling. As investment gurus say during trying times like this, 

two emotions drive the market – fear and greed. We can all learn a valuable less from Warren Buffett 

who said, “Be fearful when others are greedy and greedy when others are fearful.” The Sunniva market 

is driven by fear right now and it is a great time to be buying.  

  

Disclosure: I/we have no positions in any stocks mentioned, and no plans to initiate any positions within 

the next 72 hours.  

  

Canadian Legalization: What's Next For Cannabis Stocks?  
  

On June 19, 2018, the Canadian Senate passed The Cannabis Act 52 to 29. The rest of the approval 

process will be completed before the end of the week.  

  

I think the regulations favor the Licensed Producers. My picks at this time are Canopy Growth, Organi-

gram, and Sunniva.  

  

I forecast the smaller, more aggressive company shares will also do well in the months ahead. I favor 

Khiron, Lexaria, and Radient.  

  

With the attainment of successive milestones, I believe the cannabis stocks will move higher in the weeks 

and months ahead.  

This might be the last obvious opportunity to profit from the ownership of cannabis stocks. The conclusion 

is to buy now.  

  

By a vote of 52 to 29, Bill C-45 The Cannabis Act overcame its final hurdle when it was approved by the 

Canadian Senate. The bill now returns to the House of Commons where it will be passed and then goes 

for a largely ceremonial Royal Assent after which it will be the law of the land. This will all be completed 

before the end of the week after which the House goes on summer recess. It is not scheduled to sit again 

until September 17, 2018.  

  

The popular press did its best to create a controversy where there was none. The opposition Conserva-

tives stalled the proceedings as long as they could, but the risk of the bill being defeated was always 

close to zero. All the same, Canopy Growth (NYSE:CGC) shares were trading $1.00 higher at the $33 

level for a gain of  

3.1% in after-hours trading. Cronos Group (OTC:CRON) traded up $.205 at $7.06 per share for a gain 

of  

3.0% after hours.  

  

As the LTB Marijuana Composite Index shows, the cannabis stocks stumbled into the legalization verdict. 

In fact, as was reported in the Let's Toke Business newsletter, in the past six weeks, the index changed 

direction every week ending up virtually unchanged.  

https://seekingalpha.com/symbol/CGC
https://seekingalpha.com/symbol/CGC
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We have called for a cannabis stock market rally in the lead up to legalization and advised, if the political 

shenanigans in the Senate created some investor uncertainty resulting in market weakness, we would 

use that as an opportunity to buy. We still think that way. Now that politics of passing the bill are over, 

we believe attention will turn to companies that are positioned to benefit the most from legalization.  

The one group that we see as the leaders in the Canadian industry are the Licensed Producers. The 

pattern of trading in these stocks has been similar to the overall index as the LTB Licensed Producer 

Composite Index illustrates:  

https://static.seekingalpha.com/uploads/2018/6/20/9721001-15294686237949262_origin.png


  
Comparing the two charts visually, the results may appear to be almost the same. But the reality is 

different in one very important way:  

  
This chart plots the performance of the LTB Licensed Producers relative to the LTB Marijuana Compo-

site. When this graph rises to the right, it means the LP stocks are outperforming the typical Canadian 

cannabis stock, and that has clearly been the case. We expect this trend to continue in the near-term 

aftermath of legalization being approved.  

  

https://static.seekingalpha.com/uploads/2018/6/20/9721001-15294686241419618_origin.png


My top selections among the LPs have been:  

Canopy Growth: (TSX: WEED) I have long advised that if you can only own one cannabis stock, Canopy 

is the one. In my view, Canopy has the best management, a well-diversified portfolio of cannabis assets 

both nationally and internationally, and it continues to lead the way for the industry. A recent example is 

the listing on the New York Stock Exchange. This is a stock I think you can buy and put in your safety 

deposit box for your grandchildren.  

Organigram Holdings: (TSXV: OGI) (OTCQB:OGRMF) was actually my first recommendation in the can-

nabis industry. Again, much of my confidence was based on the abilities of venture capitalist and founder 

Denis Arsenault who justified my assessment when he had the good sense to turn over the operations 

to a carefully selected management team at the appropriate time. Since then, OGI moved quickly to fill 

the most obvious missing part of their puzzle by raising $100 million and starting an international expan-

sion.  

Sunniva: (CSE: SNN) (OTCQX:SNNVF) I am upgrading Sunniva a bit as they are not yet an LP in Can-

ada but are well on their way with their development at Okanagan Falls in British Colombia. They are a 

licensed grower in the State of California where they will harvest their first crop this year. In addition, their 

subsidiary Natural Health Services features 95,000 medical marijuana patients or almost a 35% market 

share. We see SNN having the potential to be a leader in California and Canada, the two largest cannabis 

markets in the world. Again, SNN has outstanding management notably Dr. Anthony Holler who, as CEO, 

built and sold ID Biomedical to GlaxoSmithKline (NYSE:GSK) for $1.7 billion.  

Here is a look at the recent performance of the LTB Low-Priced Composite Index. This is a group of 

lessdeveloped companies combined with more speculative common shares. While the price perfor-

mance of this group is interesting, what is more useful to me is the fact that it provides a reading of 

investor psychology. If the stocks are exceptionally strong, it is indicative of a high level of speculative 

optimism. This often happens at a time when stock prices overall are high. Conversely, if prices are 

exceptionally weak, it signals a low point in overall stock prices.  

  
By lagging the other cannabis stocks in the past six months, this index tells me that there is little, if any, 

speculative excess in the market. Without question, I think we will have such a period of "irrational exu-

berance" to use a phrase coined many years ago by Federal Reserve Board Chairman Alan Greenspan 

before this cycle is over. This means there will be a strong rally in the smaller companies.  
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My top selections in the smaller, less developed group are:  

Khiron Life Sciences: (TSXV: KHRN) is a medical cannabis grower in Colombia. KHRN has commenced 

growing legal, high-grade cannabis in Colombia. I believe KHRN will produce pharmaceutical grade can-

nabis at a cost that cannot be approached in Canada, the United States, or other developed countries. 

Again, management is the key. KHRN has a strong Colombian team led by CEO Alvaro Torres with 

contributions from Canadians, including CFO Darren Collins and Director Mark Monaghan. As a result, I 

believe KHRN embodies the characteristics that will shape the world cannabis industry for years to come 

that is, growing cannabis in regions of the world that have better weather and lower costs. KHRN's po-

tential will be realized over the next few months as more investors become aware of their operation.  

Lexaria Bioscience: (CSE: LXX) (OTCQX:LXRP) has developed and out-licenses a disruptive and cost-

effective technology called DehydraTECH™ that promotes healthier administration methods, lower over-

all dosing and higher effectiveness of fat soluble ingestible drugs and other beneficial molecules. Among 

others, LXX holds U.S. patents for cannabis, vitamins, non-steroidal anti-inflammatory drugs and nico-

tine. Recent test results disclosed a remarkable result with nicotine, and since then, the company has 

been structuring itself to take advantage of a licensing agreement(s) with the pharmaceutical and tobacco 

industries. LXX has been one of my longest and most successful recommendations, and I don't think the 

positive results are close to being over.  

Radient Technologies: (TSXV: RTI) (OTC:RDDTF) extracts natural compounds from a range of biological 

materials using its Microwave Assisted Processing or MAP™ technology, a patented platform that pro-

vides superior customer outcomes in terms of ingredient purity, yield, and cost. RTI serves market lead-

ers in the pharmaceutical, food, beverage, natural health and personal care industries. For some time, I 

have favored the cannabis oil outlook where RTI fits in perfectly. Aurora Cannabis (TSX: 

ACB)(OTCQX:ACBFF) that recently acquired CanniMed and is about to close the acquisition of MedRe-

leaf (OTCPK:MEDFF) has a 15.9% strategic investment in RTI. I continue to like RTI's prospects and 

expect excellent results in 2018-2019. Disclosure: I/we have no positions in any stocks mentioned, and 

no plans to initiate any positions within the next 72 hours.  

  

Disclosure: I wrote this article myself, and it expresses my own opinions. I am not receiving compensa-

tion for it (other than from Seeking Alpha). I have no business relationship with any company whose 

stock is mentioned in this article.  

  

Additional disclosure: I was compensated for consulting work for Khiron Life Sciences and have options 

to buy 100,000 shares at $1.40 per share. I am no longer employed or compensated by them.  
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