FEBRUARY 7, 2019
Vol. I
CANNABIS MARKET INSIGHTS
COLORADO WHOLESALE FLOWER TRENDS
Price Declines to Continue: Growing Pains on the Path to Market Equilibrium
Colorado’s wholesale cannabis flower prices will see
continued pressure in 2019. The state’s wholesale
Average Market Rate (AMR) prices, a trailing
wholesale price indicator issued by the Colorado Dept.
of Revenue, increased in 1Q19 due to mandatory
pesticide testing that increased costs for cultivators in
August 2018. We project further wholesale price
declines in 2019 despite the recent uptick.

$759/lb. in 4Q18, sliding 42% y/y from $1,305/lb. in
4Q18. The AMR peaked at $2,007/lb. in early 2015
when cultivation licenses numbered just 419. Total
licenses peaked at 1,511 in January 2018 and declined
slightly to 1,499 by year-end. However, we note that
many Colorado cultivation licenses are now dormant.

In partnership with Apex Trading, a 24/7 online
marketplace that connects cultivators with wholesale
buyers and retailers, we analyzed wholesale cannabis
flower trends in the Colorado adult use market. Our
analysis confirms the wholesale price increase in 2H18
and shows more recent wholesale price declines that
point to further downside in 2019.
Source: Colorado Department of Revenue (Marijuana Enforcement Division)

The Colorado flower AMR increased as of January
1, 2019, up 3% to $781/lb. vs. $759/lb. in 4Q18.
The AMR for trim increased 22% to $396/lb. versus
$325/lb. reflecting both higher costs and greater
statewide demand for extracts and edibles. Based on
the 15% excise tax, the flower tax increased $3.30 to
$117.15/lb. and the tax for trim increased $10.65 to
$59.40/lb.
Cultivators incur higher costs for testing,
squeezing margins. Effective August 1, 2018,
Colorado’s Marijuana Enforcement Division
Colorado’s wholesale flower price has declined
markedly since the legalization of adult use sales in implemented new mandatory pesticide testing for
recreational and medical cultivators. Testing can cost
January 2014. The proliferation of industrial-scale
more than $100 per strain, and requires cultivators to
indoor and light-deprivation greenhouse grow
operations have increased the volume and efficiency of submit a sample of each strain every 30 days. While
cannabis production, enabling multiple growing cycles testing increased costs for cultivators already
contending with thin margins, it has been a boon to
per year versus the annual outdoor fall harvest. As
state-licensed
testing labs. This trend highlights an
larger-scale cultivation ramps up in legal US states, we
attractive
area
of cannabis investment, as pesticide
expect a trend of consolidation and an effort to lower
and microbial detection technologies will remain key
production costs. Investment opportunities will arise
to product validation.
as cultivators, processors, wholesalers, and retailers
seek technologies and other solutions to maximize
Will Colorado wholesale prices find equilibrium in
production and optimize the marketplace.
2019? Probably not. We expect wholesale flower
prices to remain depressed and to test new lows in
The Colorado Average Market Rate (AMR)
2019. However, price declines and narrowing margins
wholesale price fell sharply in 2018. The AMR is
are necessary features of this maturing market that
used to determine taxes due for vertically integrated
cultivators. The Colorado AMR for flower bottomed at will create exciting opportunities for investment.
Sources: Apex Trading sample data, 7thirty Capital
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MARKET MONITOR
Returns of Selected Cannabis ETF’s & S&P 500, 2018-Present

Global Legal Cannabis Spending, 2017-2022E

S&P 500
MJ
HMLSF

Source: TradingView

Source: BDS Analytics

Year-to-date, Cannabis-related ETFs, including the ETFMG
Alternative Harvest (MJ) ETF (+31%) and the Horizons
Marijuana Life Sciences Index (HMLSF) ETF (+40%), have
outperformed the S&P 500 Index which had a return of 9%.

Global legal cannabis spending is forecast to increase at a
27% CAGR from $12.9B in 2018 to $32B by 2022, according
to BDS Analytics. U.S. spending is projected to increase at a
21% CAGR from $11B in 2018 to $23.4B by 2022.

Canadian Licensed Producers
Company
Stock Price
Canopy Growth Corp.
$46.53
Aurora Cannabis Inc.
$7.57
Tilray Inc.
$78.15
Cronos Group Inc.
$19.65
Aphria Inc
$9.70

Mkt Cap ($B)
$16.07
$7.68
$7.48
$3.72
$2.47

YTD Return
66%
47%
12%
70%
62%

52-wk Return*
91%
34%
163%
161%
22%

52-wk High
$59.25
$12.52
$300.00
$25.10
$16.86

52-wk Low
$18.93
$4.05
$20.10
$5.12
$3.75

Source: Yahoo Finance, Google Finance, 7thirty data. *52-week return or return since trading began.

Private Cannabis Market Activity
Company

Location

Integrated CBD
Blühen Botanicals
Cannamedical Pharma
Socati
Vangst
Caliva
Green Relief acq. Bodhi R&D

Scottsdale, AZ
Knoxville, TN
Cologne, Germany
Woodburn, OR
Denver, CO
San Jose, CA
Toronto, ON

Date
2/4/19
2/1/19
1/29/19
1/29/19
1/24/19
1/24/19
1/22/19

Category

Deal Type

CBD/Hemp
Commercial Hemp
Medical Cannabis
Hemp/Processing
Online Recruiting
Retail/Cultivation
Drug Discovery

Angel
Angel
Series A
Pvt. Equity
Series A
Other
Acquisition

Category

Deal Type

Medical Cannabis
Consumer/Beverages
Edibles
Medical Cannabis
Cultivation
Cultivation/Retail
Cultivation/Retail

Pending Acq.
IPO
Conv. Debt
Pending Acq.
Conv. Debt
Pending Acq.
Pending Acq.

Amount
($M)
$3.35
$4.5
$17.48
$33.0
$10.0
$75.0
$30.08

Source: PitchBook, company press releases.

Public Cannabis Market Activity
Company

Location

Green Growth acq. Desert Rose
Slang Worldwide
Plus Products Debt Offering
Khiron acq. NettaGrowth
Aurora Cannabis Debt Offering
Tilray acq. Natura Naturals
Aurora acq. Whistler Medical MJ

Phoenix, AZ
Toronto, ON
San Mateo, CA
Vancouver, BC
Edmonton, AB
Nanaimo, BC
Edmonton, AB

Date
1/30/19
1/29/19
1/28/19
1/25/19
1/24/19
1/22/19
1/14/19

Amount
($M)
$12.35
$50.63
$15.1
$13.7
$345
$52
$132

Source: PitchBook, company press releases.
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7THIRTY GROUP

MICAH TAPMAN, Fund Manager

7thirty Group provides a full range of capital
services to investors and companies in the frontier
legal cannabis and ancillary markets. 7thirty
identifies investment opportunities in emerging
cannabis tech companies related to ag-tech, med
tech, retail, e-commerce, SaaS solutions, deep tech
research, and marketplaces. Our team’s hands-on
approach to every deal means we know the ins-andouts of the market from wholesale price dynamics to
legal and regulatory challenges. We work with the
leading companies to devise smart strategies to
thrive in an ever-changing market.
7THIRTY OPPORTUNITY FUND
The 7thirty Opportunity Fund is an early-stage
growth fund targeting private cannabis-related
technology investments around the world. The fund
is allied with the CanopyBoulder business
accelerator that affords unparalleled deal flow and
access to top-tier investments. Headquartered in
Boulder, Colorado, 7thirty Capital is ideally situated
to capitalize on the 30% average compound annual
growth in the legal cannabis industry. A highly
disciplined investment approach allows the fund to
build a diversified portfolio of exceptional
investments poised to grow with the industry.
Accredited investors worldwide have easy access to
this exceptional opportunity through the OurCrowd
investment platform. The OurCrowd partnership
simplifies the investment process and provides the
Fund with additional international deal flow,
including Israel’s best-in-market cannabis research
and technology companies.

7THIRTY Opportunity Fund*
*Note: only accredited investors may invest in the fund.
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7thirty Opportunity Fund is led by Micah Tapman,
the most active early-stage cannabis technology
investor in the United States. Prior to founding
7thirty, Micah was a co-founder and managing
director at CanopyBoulder, where he led
investments in over 90 cannabis-related companies.
Several of those companies are now recognized
leaders in the cannabis market, including Wurk, BDS
Analytics and Front Range Biosciences. Micah was
recently named one of the twenty rising stars in the
cannabis investment world by Business Insider.

YOUR LONG-TERM STRATEGIC PARTNER
Advisory Services
• Buy & Sell Side Strategic Planning
• Fundraising Strategies
• M&A Execution
• Corporate Restructuring
• Expansion Strategies
Capital Investments
• Equity Investments
- 7thirty Opportunity Fund
• Debt Structures
• High-Yield Debt
Investor Representation
• Investment Identification & Sourcing
• Due Diligence
• Deal Structure & Execution
• Ongoing Representation & Management

(303) 325-3501

INFO@7THIRTYCAPITAL.COM

FEBRUARY 7, 2019
Vol. I

7THIRTY CAPITAL INVESTMENT BANKING
7thirty Capital provides corporate finance services to
growth companies active in the emerging cannabis
economy. The team has raised over a billion dollars
primarily for companies active in commodities and
emerging/frontier markets. Our commodities
expertise and experience in navigating fast-growing,
complex markets in emerging jurisdictions translate
well to the cannabis space.

The 7thirty team will provide the capital, human
resources and business development skills necessary
to grow world-class businesses in the cannabis space
and help create exits through trade sales or public
offerings. Issuers will be vetted from the perspective
of principal investors and, in most cases, 7thirty
Opportunity Fund will deploy capital in transactions.
The group's ability to participate with own capital in
deals signals a strong vote of confidence to investors.

PRIVATE EQUITY
CONVERTIBLE DEBT
7thirty Capital places equity in companies with
established operating histories and/or competitive
advantages (including physical assets, technology,
know-how, equipment, intellectual property, or an
established customer base). We offer assistance in
raising capital as well as strategic and technical
advisory services in order to develop self-sustaining
businesses or business capable of attracting external
financing.

7thirty Capital also advises on structured deals such as
convertible bonds. As a principal, the merchant bank
can offer competitive interest rates on convertible
debt, pricing the upside from equity kickers.

CANNABIS MARKET INVESTMENT LANDSCAPE
Cultivation

Processing

Retail

Agriculture
Technology
Brands
Grow systems
Premium products Greenhouses
Devices
Lighting systems
Vaporizers
Hydroponics
Accessories
Automation
Growing Media
Consumption

Licensed production Extraction
Wholesale
Harvest tech
Seeds
Trim tech
Clones
Genetics

Dispensaries
Medical Centers
HR systems

Cannabis
Products

Ancillary Products
Consulting
& Services

Infused products
Edibles
Topicals
Drinks

BOULDER

Testing

Product validation Insurance
Genetic verification Packaging
Pesticide testing
Seed-to-sale
Microbial
POS systems
detection
Transportation
Security
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Research
Mkt. Intelligence
Operations
Compliance
Regulatory
Accounting
Tax Strategy
Licensing/Zoning

Financing

Medical
Technology
Pharmaceuticals
API development
Drug applications
Cannabidiol IP

Hemp & CBD

Grow Financing
Food & Beverage
Harvest Financing Building Materials
Equipment Leasing Fiber
Paper
Fuels
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