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Marijuana Stock Market Review & Outlook   
  

              LTB MJ INDEX:  1wk -3.0% 1 mo -7.7%  3 mo -13.1% 6 mo -15.1%  1 yr -8.3%    

 

The Let’s Toke Business Marijuana Composite Index seems to be pointing toward a bear market. Last week 

the index shed another 3% and from the 2018 high, the index is down 33%. I follow several cannabis stock 

indexes and they are all in a similar position. Of course the other 

factor to consider is tax loss selling. (see Question of the Week be-

low) This sets up well with the fact I mentioned recently: since 1940 

the stock market has never declined in a post midterm election year 

as administrations try to ensure they will have a strong economy go-

ing into the next election two years away. So one possible outlook is 

for the cannabis stocks to remain weak until just after Xmas and then 

jump on a bullish bandwagon off those lows heading into the 2019 

post midterm year. 

 

The LTB Marijuana Stock Momentum Index continues to confirm the 

downtrend in prices. There is an adage that comes to mind: don’t 

fight the tape. The ticker tape doesn’t exist any longer but trends and 

momentum do. So a portfolio strategy should focus on caution as we 

have been advising for many weeks. And as we say below, if you’re 

going to trigger some losses, do it early. Don’t procrastinate. As you 

review your portfolio looking for tax loss selling candidates are the 

stocks trading at or near their 2018 lows. Stocks at or near their 

yearly highs aren’t susceptible. 

 

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 of a decline 

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

remain focussed on the financially stronger companies. In The Can-

nabis 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 portfolio has exposure 

to the “bluer chip” cannabis stocks. 

 

This chart shows the North American Marijuana Index (NAMI) pub-

lished by MJIC. It is a price index comprised of thirty-four Canadian 

and U.S. stocks that are rebalanced to equal weighting every quar-

ter. The Let’s Toke Business Index is comprised of both Canadian 

and U.S. stocks but is much more heavily weighted toward the Ca-

nadian cannabis stocks. The NAMI gives us an accurate reading of 

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

kets inter-day. The NAMI declined 3.7% last week and is down 7.5% 

in the year to date. This is now our go to external index.  



 

 

The LTB Low-Priced Composite resumed its deflationary ways post-

ing a decline 4.1% last week. All of the major Let’s Toke Business 

indexes are now in well-established downtrends. At least this index 

is giving us a reading consistent with a negative psychology neces-

sary to push cannabis stock prices down to these levels. Of course, 

we use this as a contrarian indicator so the lower it goes, the more 

bullish it is for the cannabis group. Again this is generally consistent 

with the view that after tax loss selling season that ends on Decem-

ber 27th this year, we could see the start of a prolonged recovery. 

 

Conclusion: Our general message remains unchanged. Use caution with respect to the cannabis group for 

now. However, at least I can see light at the end of the tunnel. As it now stands, I can see the cannabis group 

remaining flat to lower as tax loss selling pushes the price of losing cannabis stocks down. This should end 

between Christmas and New Year and I can see prices moving higher from there. 

 

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  
  

“Some people are talking about tax loss selling happening at this time of year.  Should I be concerned? Is 

there more I should be aware of? Can you explain a little about how this works, please?” 

D.N., Vancouver, Canada 

 

Your question is very timely for Canadian and American cannabis investors and perhaps others. It seems I 

am always explaining what I am not but I am not an income tax expert and I am not giving income tax 

advice. What follows is a general description of how Canadian tax regulations might impact Canadian inves-

tors and the cannabis stock market. It is not intended to be tax advice. Please consult a qualified income tax 

expert before implementing personal tax strategies. 

 

If ever there ever was a year for tax loss 

selling to impact markets it is this year. 

These are the charts for the LTB Mariju-

ana Composite and the LTB Licensed 

Producer Index in the 2018 taxation 

year. The charts show that 2018 started 

with relatively high cannabis stock 

prices and there were ample opportunities for investors to have sold cannabis stocks and realized a profit. 



Because the trend in prices this year has been generally down, it also means those investors may have 

unrealized losses in their portfolios. Anyone with net realized gains will probably face paying taxes on capital 

gains. But if they realize an appropriate level of losses, they may be able to offset their gains and avoid a tax 

bill. Not only that you can apply capital losses to offset capital gains for the previous three years even if you 

have already filed your returns for those years, reported the capital gains and paid the tax. Realized losses 

can be carried back three years and carried forward indefinitely.  

  

The tax loss sale can be a very powerful tool in tax planning. This implies that there may be pent up tax loss 

motivated selling of cannabis stocks that will be acted on between now and just after Christmas. This sug-

gests increased selling pressure for the time being. 

 

If you are considering tax loss selling, there are a couple of pitfalls to avoid. First, your sale must settle in 

2018. The trade date doesn’t matter but the trade must settle in 2018. This means with common stocks, you 

must complete the selling transaction no later than December 27, 2018. If you’re selling options, the date is 

December 28, 2018. 

 

If you sell a stock, neither you, nor your spouse nor a company controlled by your spouse, can buy back the 

same stock or a “substantially identical” stock within 30 days. If you do it will be considered a “superficial 

loss” or, in stock market parlance, a wash trade and the loss will not be allowed. For example selling Aphria 

to crystallize a loss and immediately buying back Aurora would not create a superficial loss. But if you sold 

Canopy and bought back call options to buy Canopy common shares, this would be considered a wash trade. 

 

Interestingly enough, your children can buy back the shares. There may be instances when this is a worth-

while plan but you must consult with a professional tax advisor before undertaking such a transaction.  

 

If you and your professional tax advisor decide to engage in some tax loss harvesting, do it early. Also it is 

worth remembering that stocks trading or close to their 2018 lows are the ones most likely to be tax loss sold. 

So the depressed stocks get a double whammy. Not only are they already down, tax loss sellers pile on and 

sell some more. This also means these stocks are often the ones that rebound the most. So if you tax loss 

harvest now, you can restore positions early in the new year and avoid the superficial loss rule. Remember 

the thirty days begins right after settlement day – not trade day. 

 

In conclusion, tax loss selling pressure can push a group of stocks, such as the cannabis stocks, lower. So 

if you see weakness as we approach and pass Christmas you might have a buying opportunity. Focus on 

buying stocks that are trading substantially below half way down from its 2018 high. 

  

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 

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


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  
 

Recently, a subscriber to The Cannabis Report Model Portfolio visited the California operations of Sunniva 

and submitted a written update. With permission, I have published a slightly abbreviated version and added 

some information from a separate email he sent me regarding the extraction facility. The contributor is F.G., 

Marin County, California. What follows is his description of what he saw and heard, mostly in his own words. 

Ted Ohashi 

 

“I went to visit Sunniva on October 26, 2018….It was 

a good day. I’ll make money on it and have learned 

more about pot than I ever thought possible and I 

used to grow it in college years ago….I return feeling 

positive but not quite as positive as I would have 

liked which is sort of the way this entire misadven-

ture has been.  

 

Let me explain….We all read Ted’s strong endorse-

ment of Sunniva way back when, and all jumped on 

the bandwagon. I didn’t know Ted but so many peo-

ple had positive experiences with him, and he elo-

quently laid out all the reasons why Sunniva would 

be a winner – so I jumped in and keep on jumping in as the price drops because I do believe in the company. 

We all did the same. And we all keep trying to average our price down. We were the “sages” and knew the 

best stock to buy – and it may end up that way – but anyone who wants to invest in Sunniva now gets in at 

half the price we all did. Hey – that’s my over enthusiasm…and I take full responsibility for my investments, 

but gee, did we all get carried away! So now we, collectively probably own over a million dollars worth of 

stock, maybe double that…I told people at the facility, I was an investor and represented a lot of people. 

 



My average is low $6.00 US. I’m down 40%. I’ll bet 

some of you wish that’s all you were down! I just 

don’t have enough money to get it lower. When I 

read Ted’s model portfolio, I wish he used a more 

realistic figure, like $7-10.00 US as his entry point. 

At mid $4.50 as his starting point it’s a lot easier to 

show a more positive outcome than the rest of us 

who went in at $7-10. (I went into all the stocks in-

cluding SNN at the market prices that prevailed 

when the Model Portfolio was started - Ted)…Many 

of his others have done ok THIS YEAR. I wasn’t 

here in 2017. Canopy, Organigram, Khiron, etc 

have been good (until lately) so no one’s perfect 

and my due diligence is my responsibility….But, I wish we’d hear more from him whether on Seeking Alpha 

or The Cannabis Report. That’s not his obligation. Someone said he taught us how to fly and now it’s up to 

us. But his words are re-assuring and we all would like to hear more from him…. 

 

Back to Sunniva… As I crept around…sneaking photos between the chain link fence, I saw the front which 

is all dirt with the big water tank in the center. I was saying “…where is the progress I wanted to see?” Finally 

after walking all around the walls, looking for a way in surreptitiously, I decided to walk up the driveway and 

see if anyone stopped me. No one did. I walked in on the right front side….There I saw the first two bays. 

One had the floors completely finished, concrete, all 

water pipes buried and much electrical also I as-

sumed. The entire shell of the whole building is 

erected – all 400,000 square feet…. Walls separate 

about 8 bays, some smaller, some larger and the 

first one was most advanced. Hundreds of lights 

overhead. Looks like more electrical work was un-

derway. The next bay was having the concrete floor 

finished. It too has water and electrical buried and is 

the next one to be worked on. These first two will be 

where the mother plants begin their long profitable 

life. Then the seedlings will be moved to other bays 

and each bay takes about a month or so, that’s a 

guess based on talking to different people….But everyone’s opinion was that the planting would begin in 

January…..who knows, could it be late December or mid-January? It’s a two month grow so there you have 

it. I think that March will be a milestone month, others thought the same so no plants ready in the 4th quarter 

of 2018; earliest late first quarter 2019. 

 

The other bays were in various states of preparation…from trenching…to some water installation to just dirt. 

Like I said 6-7 months for full operation….I didn’t feel it was understaffed. I was surprised that I was able to 

walk around so freely. All personnel were friendly, busy and involved, did not seem “desultory” and as much 

as I gently prodded some of the more experienced workers, they felt there had been no unforeseen delays 



(I was wondering money crunch). About 50 people or so, supplies all around, forklifts in action…. One elec-

trical worker said he and his people work 12 hours a day and others 8. What can I say? 

 

After 1-2 hours I left. Impressed at the size of the 

project, glad to know that D-Day is coming soon and 

positive that it’ll be a success. I just want it NOW! 

One guy said that anyone who buys or tries to re-

configure a vegetarian greenhouse is going to have 

a significantly inferior greenhouse in need of a lot of 

improvement. 

 

I also visited the extraction facility. There are a num-

ber of them in a small, commercial mall and the 

whole area had the fragrance of you know what. 

They are moving along, trying to find good people, 

that’s the only thing that has been holding them 

back…they will be making a LOT of oil in the next few months was my conclusion which is good because 

that is our profit center now along with the Health Centers in Canada. (Natural Health Services – Ted) Strong 

stuff. Expensive on retail market and this was THC I believe. The oil extraction facility was busy but they 

have had trouble finding qualified people. I spoke to people…on the pretext that I needed some general info 

about CBD oil and how to take it. I didn't want him to know I had an ulterior motive. He said they now are 

fully staffed, busy as possible, white labeling oil and that most of it was THC. I didn't know that. 

 

So my gut feeling….I’m positive on Sunniva. I think it is a steal at this price. I think that when I look at the 

quality, technology, worker’s attitudes, etc…we will be rocking in early 2019 – that’s my guess, first crop. I’ll 

have to check with Leith in his last interview and see if we’re on the same page. But, as I know and we all 

know, the success of this is not the greenhouse, the market and prices. It really is and will be all about 

execution by management. All! I believe in them for all the same reasons that we all do. Yes, they have 

missed some key benchmarks which happens - finances, Canada greenhouse, US/Canadian split, and so 

on. But they are taking steps to deal with these issues. 

 

The only place where I would give them a C- is in communication. They have gone dark and only now have 

hired a PR firm – and Cannacord – to spread the word and look at options. They have the most loyal following 

in the world (I guess that’s us) and it is their corporate responsibility to keep us informed, good, bad, indif-

ferent….or at least give us news that may not be what we want to hear but keep us in the loop. Call it investor 

relations or customer service…it is essential to keep the customer satisfied and they have been doing a 

lousy job. But, it will get better I’m sure. 

 

Very interesting visit....moving along slowly but as people there are saying in the first quarter of 2019 there 

will be a harvest. Really glad I made the trip instead of hearing everyone’s guess and hearing corporate 

messengers send out smoke signals on windy days. Now I know what is happening. I may be a little wrong 

here and there but I think talking to the worker bees rather than the big execs gives me a better idea.” 

 



Breaking & Corporate News 
 

Khiron Life Sciences Corp. (TSXV: KHRN) (OTCQB: KHRNF) had two significant reports this week 

that confirm the expectations underlying making it the largest holding in The Cannabis Report Model 

Portfolio.  First, they published the third quarter report for the period ended September 30, 2018 and fol-

lowed that up with an announcement they have received approval to commercialize and market four key 

products in the Kuida® CBD cosmeceutical product line in Peru. 

 

Although financial results will grow in importance in the quarters ahead, in this report the key number to 

focus on is the CAN $24,875,978 of working capital. KHRN has never been in such a strong financial position 

in its history and we shouldn’t forget that $24 million goes a lot further in Latin and South America. 

 

The other important finding from the report is the amazing number of milestones KHRN was able to accom-

plish since the previous quarterly: 

 The addition of Mr. Vicente Fox, former CEO of Coca Cola Mexico and former President of Mexico to 

the Board of Directors. 

 Juan Diego Alvarez Vice President of Regulatory Affairs continues to build on his record of valuable 

contributions to KHRN that was able to commercialize seven wellness products in Colombia with 

authorization for production and sale and approval for four CBD-based products for skin and body 

care in Peru. 

 Expanded agricultural land by 17.5 hectares adjacent to the 4.5 hectares in Ibague, Colombia. 

 A tip of the hat to Chris Naprawa, President and Darren Collins, Chief Financial Officer for their im-

portant role in completing a prospectus offering of 14,375,000 shares for gross proceeds of 

$12,937,500 and completion of a warrant acceleration that raised gross proceeds of $14,007,000 

from the issuance of 11,672,250 common shares at $1.20 per share. 

 Started Agronomical Evaluation Tests by the Colombian Agriculture Institute (ICA) to register four 

additional psychoactive and one non-psychoactive strain of cannabis. KHRN has some 56 strains in 

the registration process. 

 Entered the Chilean market through a memorandum of understanding with Fundacion Daya, the only 

medical cannabis license holder in Chile held through DayaCann, a joint venture between Fundacion 

Daya and AusCann Group Holding Ltd. 

 Launched Kuida®, the first CBD cosmeceutical brand in Colombia. KHRN’s wellness business unit 

was established and the Kuida® brand was introduced with store front, online and wholesale distri-

bution channels. Sales started in October and approval was received to expand into Peru (see below). 

 Signed a definitive agreement to acquire the Latin American Institute of Neurology and the Nervous 

System ("ILANS"). ILANS has approximately 60 clinicians and physicians and represents approxi-

mately 100,000 patients and generated approximately $10,000,000 in revenues and $1,800,000 in 

earnings before interest tax depreciation and amortization in the December 2017 fiscal year. ILANS 

is a key component in KHRN’s marketing strategy. 

 

Second, KHRN announced approval from Peru's Executive Director of the Directorate of Medical Devices 

and Health Products of the General Directorate of Medications, Supplies and Drugs (DIGEMID) to bring 

Kuida® products to a population of 32 Million people in Peru. According to the Peruvian Committee of Cos-

metics and Hygiene (COPECOH) of the Chamber of Commerce of Lima (CCL) the cosmetics and personal 

hygiene market is anticipated to experience growth in the range of 6% – 8% in 2018. With 32 million peo-

ple, Peru is the sixth country in Latin America to create a legalized medical cannabis environment with laws 

that allow for the production, import and commercial sale of cannabis for medical use. Peru is experiencing 



strong economic growth of 2.5% GDP* and according to the World Economic Forum has seen competitive 

gains in recent years making it among the top ten economies in the region. 

 

With previously announced agreements in Colombia and Mexico, the Kuida® brand will be marketed to a 

population of almost 200 Million in Latin America. 

 

Alvaro Torres, Founder, Director and CEO of KHRN said, “Each of these developments advances our ob-

jective to meet the medical needs of a million patients in Latin America….I am confident we can reach this 

objective….and firmly believe the future looks very bright for our company.” 

 

Conclusion: with a market cap of just over $100 million, I think KHRN is so attractive, it justifies a 20% 

position in The Cannabis Report Model Portfolio. In addition, I don’t think this stock will be a target for tax 

loss sellers this year. So it you tax loss sell and want a place to reinvest the cash, the message with KHRN 

is ‘Don’t over wait; over-weight.’ That’s what I’ve done. 

 

Sunniva Inc. (CSE: SNN) (OTCQB: SNNVF) reported for the third quarter ended September 30, 2018. 

The market reacted as if there was disappointing news. (read full quarterly report here) Here are some things 

I saw: 

(a) Quarterly revenue of $3.8 million, a decline of 18% compared to the same quarter a year ear-

lier. However, year to date revenue is $13.4 million, a gain of 30% over 2017. I note The Public 

Cannabis Company Revenue Tracker managed by Alan Brochstein and New Cannabis Ven-

tures ranks the top revenue producing cannabis companies with industry sales of more than 

US$2.5 million per quarter. Thirty-seven companies currently qualify with 14 filing in CAN dol-

lars. Of the Canadian dollar reporting companies, Sunniva ranks 9th ahead of names such as 

Namaste (11th), Cronos (12th) and Organigram (13th).  

(b) We should also remember that SNN hasn’t begun to sell their own cannabis yet. But there will 

be a substantial increase in sales over the next twelve months as revenue from growing comes 

on stream first in the U.S. and then in Canada. Not only that, profit margins will increase as oil 

production and cartridge sales utilizing oil made from SNN grown cannabis grows. 

(c) The “spin out” of Canadian assets will be an early 2019 event and not a late 2018 transaction 

which some investors found disappointing. However, Chief Executive Officer Dr. Anthony Hol-

ler confirmed in the quarterly report that the spin out will happen. The Canadian assets that 

will be spun out into a new company include:  Natural Health Services Ltd. which owns the 

seven physician-based medical clinics and Sunniva Medical Inc. which is the licensed producer 

applicant and owns the 126-acre parcel of land in Okanagan Falls, British Columbia.  

(d) Given the transaction was confirmed, a few months one way or the other won’t matter much. 

In fact, given our expectation that the market will be soft until tax loss selling is completed after 

Christmas, it may prove to be an advantage to initiate the spin out in what expect will be a 

better market environment in early 2019. 

(e) Tax loss selling will probably impact SNN during the next three weeks as the stock is trading 

near its 2018 lows. My strategy for The Cannabis Report Model Portfolio, for example, will be 

to watch SNN for a buying opportunity. SNN is the second largest position in the portfolio which 

reflects my confidence in the company and its management and I will add more if an oppor-

tunity presents itself. 

 

Conclusion: SNN is the second largest position in The Cannabis Report Model Portfolio which reflects my 

confidence in the investment. I keep asking myself, “If I had never heard of Sunniva and found it today, 

https://globenewswire.com/news-release/2018/11/28/1658578/0/en/Sunniva-Inc-Announces-Q3-2018-Financial-Results-and-Provides-Strategic-Update-on-Canadian-Operations.html


would I buy it?” The answer is “yes!” The stock market doesn’t know who owns SNN and who doesn’t. So 

as investors, we should make decisions in the same way. If you own SNN, keep it and perhaps consider 

averaging down. If you don’t own it I think if you do, you can expect solid returns over the next year. 

 

Ascent Industries (CSE: ASNT) reports its wholly-owned subsidiary and Health Canada license 

holder Agrima Botanicals has been granted an extension from November 26th until December 17th to 

present its case why its producer-dealer's licence should not be revoked. The market liked this devel-

opment and the stock moved a little higher. But again, I will play devil’s advocate. 

(a) It is hard to tell whether a three week extension will help without knowing the nature of the transgression. 

Depending on the nature of Health Canada’s issue(s), three weeks of additional time, may not help much. 

(b) A three week extension is not necessarily a concession from Health Canada. If Health Canada is going 

to take the extreme action of revoking a license, they have to appear completely fair. So to me, it doesn’t 

tell us anything about the ultimate decision. 

(c) As we are talking about tax loss selling, it is fair to conclude ASNT is in a loss position for the vast majority 

of its shareholders so tax loss harvesting could create some additional selling between now and Decem-

ber 27th. 

 

I believe it makes perfect sense for Health Canada to revoke Ascent’s licenses and challenge them to go 

through the licensing process again. This will provide Health Canada with an opportunity to assess the new 

application in great detail as they do with all applicants. I believe Ascent will qualify for a new license.  

 

It is still possible that an existing LP in good standing will acquire ASNT but I also think Health Canada wants 

to go through the judicial review process. So under my scenario, they will be acquiring an unlicensed oper-

ator. The advantage to Ascent and its shareholders is the relicensing process will happen much faster es-

pecially if it is a major Licensed Producer. From my point of view, such a takeover will happen above current 

ASNT prices but it will be far from a bailout for most shareholders. 

 

In any event, we will only have to wait just over two weeks longer to find out how it will all shake out. 

 

The most recent Canadian cannabis survey results have been released by Statistics Canada. The 

polling was done between mid-August and mid-September-2018 which predates legalization. Key findings 

included: 

(a) 15% of Canadians 15 and over reported using cannabis in the preceding three months. Males 15 to 24 are 

the most common users and daily consumption is highest among males under 25 years old. 

(b) Nova Scotia (23%) and British Columbia (20%) report the most residents using cannabis in the previous 

three months. Quebec (10%) reports the least residents using cannabis. 

(c) Males (18%) tended to use more than females (12%) and usage declines with age as 27% of 15 to 24-year-

olds use cannabis compared with 13% for those 25 and older. 

(d) 6% of Canadians 15 and over use cannabis every day or almost every day and 3% report using it weekly. 

7% of males reported daily use compared with 4% of females. Daily usage declines with age as 8% of people 

aged 15 to 24 use daily compared with 3% of people aged over 45 years. 

(e) One-third of cannabis users reported not paying for cannabis consistent with earlier reports. One-quarter of 

users reported spending over $250. Here is the three month breakdown: 

1. 14% of consumers spent $251 - $500 

2. 7% spent $501 - $1,000 

3. 3% spent over $1,000 



(f) It is no surprise that daily users spend more with 25% spending between $251 and $500 and another 25% 

spending more than $500. 

(g) 14% of cannabis users with a driver’s license reported driving within two hours of using with males being 

twice as likely to drive as females. Age did not seem to be a factor in using and driving. Again no surprise to 

learn that daily users were nine times more likely to have driven within two hours of using compared with 

only 3% of people who used only once or twice in the previous three months. 

(h) 5% of Canadians 15 and over reported being a passenger in a car driven by someone who had used can-

nabis in the previous two hours. This was more common among persons aged 15 to 24 but there was almost 

no difference by gender. Only 4% of people aged 25 and older reported being a passenger. But 27% of 

users were also passengers compared with 2% of non-users. 

 

This is the last survey prior to legalization and will all the data will form the basis for comparisons with post-

legalization results. Regulators will be especially interested in the driver/passenger data. 

 

Applications Watch  
 

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

approvals in 2018. In the past 74 weeks there have been 91 new Licensed Producer approvals. Of the 133 

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. 

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


 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 

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. 

 

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


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. 

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. 

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. 

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

 
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. 

https://seekingalpha.com/symbol/PGTMF


 
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. 

 
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. 

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


 
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. 

 
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. 

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


 
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. 

 
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. 

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


 
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. 

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.  

  

https://seekingalpha.com/symbol/SNNVF


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.  

  
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.  

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


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:  

  
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 

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


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

aftermath of legalization being approved.  

  

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.  

  

https://web.tmxmoney.com/quote.php?qm_symbol=WEED
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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.  

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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