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CANNABIS MARKET INSIGHTS
THE 2019 CANNABIS MARKET CORRECTION
Lessons from 2019 & Predictions for 2020
The cannabis public markets experienced a massive downward
correction in 2019. The New Cannabis Ventures Global Cannabis
Stock Index has declined 62% from its March 2019 peak and now
trades at levels not seen since 2016. Cannabis public equities
stocks started 2019 on a tear as the NCV Global Cannabis Stock
Index rallied from pre-Christmas lows to close 1Q19 higher by
almost 70%. The markets entered 2019 boosted by passage of the
US Farm bill, M&A and the prospect of broader US legalization.
Though some cannabis market observers might have judged that
public equity valuations seemed lofty in early 2019, few would
have predicted the extent of the market correction that followed.
In 7thirty Cannabis Market Insights Vol. VI, we consider seven
lessons from the 2019 cannabis market correction and make three
bold predictions for 2020.

Lesson #3: US is currently the largest global cannabis market.
The US legal market is projected to grow at a 24% CAGR to $30B
by 2024 up from 2018 sales of $9.8B. BDS Analytics projects 2020
US cannabis sales of $16B, reflecting 25% growth on estimated
2019 sales of $12.8B. US market growth in 2020 will benefit from
sales in the newly legal states of Michigan and Illinois, continued
growth in California, and the expansion of medical access in other
US states.
US claims global M&A crown... Early in 2019, many cannabis
operators described the US market opportunity as a “land grab”
amid a flurry of acquisitions. 1Q19 marked a notable shift in
global cannabis M&A when the US overtook Canada as the leading
M&A target region and the top source of capital. This transition for
the two largest global cannabis markets highlights both the
massive US market potential and the small relative size of the
Canadian market.
…then M&A deals get a makeover. If the first-half of 2019 was a
peak for US M&A, then 4Q19 marked its unwinding. Many of the
larger M&A deals struck in 2019 have been restructured or
terminated altogether due to the YTD market correction. Equitybased M&A deals were more likely to close in 2019, though many
of those deals were also restructured. There is renewed focus on
costs savings and cash preservation across the cannabis sector.

Source: New Cannabis Ventures

Lesson #1: Global cannabis markets continue to grow at an
astounding rate. According to BDS Analytics, global cannabis
sales are projected to reach $32B in 2022, reflecting a 31% CAGR
on 2018 sales of $10.9B. Looking ahead to 2020, North American
cannabis sales are projected to increase 29% y/y in 2020
compared to 2019 estimated sales of $14.7B.
Source: 7thirty, Yahoo Finance & Company reports. Priced as of December 2, 2019.

Source: BDS Analytics, New Cannabis Ventures

Lesson #2: Markets take time to develop. Our observations of
mature US legal markets suggest that a regulated, legal cannabis
market can take years to develop and may take 3-5 years to reach
maturity. Whether it be in Canada or in newly legal US states, it
takes time to develop a regulated cannabis supply chain in a new
market. Here, we note some key challenges that global operators
faced in 2019:
• Cultivation/Supply

• Compliance

• Retail Locations

• Distribution/Delivery

• Safety/Health Risks

• Int’l. Markets

US market to drive global growth. BDS Analytics forecasts
global legal cannabis sales to increase by $4.9B or 31% in 2020 to
reach $20.6B. The US legal cannabis market will account for 2/3 of
the global sales growth. We expect US operators to remain
acquisitive in 2020, with companies driving for more attractive
equity-based deal terms. We see US operators and prospective
acquirers of US assets exercising greater discipline in future
expansions. We expect some Canadian LPs may seek to grow in
the US through either through acquisitions or through investment
in the legal hemp and CBD markets.
Lesson #4: Canada’s market is small relative to the US. Canada
will forever hold the title of first country to legalize cannabis, but
it is important to note that the Canadian market is small relative
to the US. Canada’s projected sales at maturity may reach $5-8B
meaning the Canadian market is comparable in size to California.
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Canadian LPs faced operating challenges in 2019. Growing
cannabis at scale proved to be a challenge as Canadian LPs
ramped production. LPs began the year focused mostly on
increasing cannabis production and generating revenue. But
provincial retail networks were slow to develop amid differing
regulatory structures. This fundamental distribution issue limited
consumer access and the LPs reported weak sell-through in 2Q.
Then in July, CannTrust was caught with unlicensed grow rooms
which damaged investor confidence in the sector. As 2019
progressed, the largest Canadian LPs reported eye-popping
operating losses that further eroded sentiment. Many LPs are now
seeking to reduce costs and chart a path to profitability following
a year of precipitous declines in their equity values.
Canada to see robust revenue growth in 2020. BDS Analytics
projects Canada’s 2020 sales will reach $2.9B, increasing 53% y/y
from 2019 estimated sales of $1.9B. Canada’s 2019 sales will
probably fall short of the $1.9B estimate based on Canada’s
trailing 12-month sales of ~$1B reported in October. We are
optimistic for Canada’s market growth in 2020 due to improved
consumer access and the sale of new products under Canada’s
Cannabis 2.0 policy. The elimination of Canada’s black market is
key to overall growth due to Statistics Canada’s May 2019 report
indicating that 79% of cannabis is purchased on the black market.
Canadian LPs look offshore for distribution, revs. Canadian
LPs have struck deals to export cannabis to offshore markets,
including Germany, the UK and Latin America. The development
of these export agreements is important to the future growth of
Canadian cannabis. Absent these export agreements, the Canadian
market has limited long-term revenue potential. In 2020, we
expect LPs to invest in revenue-generating offshore opportunities
that extend their reach beyond the Canadian market.
Lesson #5: Public equities are concentrated in Canada. We
estimate the total market capitalization of global cannabis equities
at $45-$75B, over 2/3 of which trades on the Canadian exchanges.
For many investors, a cannabis investment has meant a bet on the
Canadian LPs that are listed on global markets and feature
prominently in many cannabis ETFs. But access to the cannabis
public equity markets is steadily improving as more cannabis
companies list on US and global exchanges.
Canada still the global hub, but US & global markets emerge.
Canada has become the global center for cannabis investment,
attracting companies from around the world in search of equity
financing through the Canadian public markets. The Canadian
market will remain a vital source of equity capital for US-based
operators until US cannabis policy changes. Overall, we see
progress in the US and global markets. The Nasdaq and NYSE
feature cannabis stocks, and cannabis companies are listed on
exchanges in the UK, Germany, Israel, Australia and Japan.
Lesson #6: Unregulated products may pose health risks. For
some, the vape crisis confirms long-standing cannabis industry
fears that health risks could limit cannabis growth.
Vape Crisis: In July 2019, US states began to report symptoms of
what the Center for Disease Control termed “e-cigarette, or
vaping, product use associated lung injury” or “EVALI.” The CDC
has reported 2,290 reported cases in 49 states, DC and the US
Virgin Islands. The CDC has reported 47 deaths since August 23rd.

The vape crisis is not over. However, US
CDC data shows a pronounced decline in
both reported cases and hospital
admissions in November.

Source: US Center for Disease Control

Crisis slows, industry effects linger. The vape crisis is subsiding,
but the event will have long-lasting effects on the cannabis sector.
The industry may ultimately benefit for this early attention to
consumer safety and product regulation. The concentrates
category that includes vapes is the fastest-growing segment in
cannabis. In September, BDS Analytics reported vape sales
declines of more than 20% m/m in OR, NV and CO, and an 8%
decline in California. We view the vape crisis as a transient factor
in the long-term growth of the concentrates category.
Lesson #7: Cannabis is a commodity. Cannabis is an agricultural
commodity with grow cycles, a supply-demand dynamic,
production costs and market pricing. Developing cannabis
markets tend to become oversupplied when cultivators race to
meet demand in a new market.
Price declines ahead? Cannabis price declines may now play out
in the Canada market. Health Canada reported August month-end
cannabis inventories of nearly 389,000 kgs or 30x monthly sales.
We expect a price trend could resemble the price developments in
the Colorado and Oregon markets. Lower pricing and expanded
retail access may help to drive out the black market, but cannabis
price declines could lead to inventory write-downs for cultivators.
Health Canada reported August monthend inventories of 389,000 kilograms or
30x August sales.

Source: Health Canada

Prediction #1: US will be prime M&A target in 2020. We
anticipate that global cannabis companies, including US operators
and Canadian LPs, will seek to expand in the US market in 2020.
We expect a continued flow of US-focused M&A as global players
look to enter the lucrative US market in pursuit of revenues from
cannabis and hemp/CBD.
Prediction #2: Correction is a private market opportunity. We
view the cannabis public equity market correction as an
opportunity for private market investors. Today’s lower public
market valuations could yield more favorable terms in private
deal negotiations.
Prediction #3: More US states will legalize in 2020. New York
and New Jersey will again seek to legalize cannabis in 2020. States
may seek to legalize via a legislative process or may defer to the
November 2020 ballot. Other states that could legalize cannabis in
2020 include Florida, Arizona, Connecticut and Arkansas.

by Benjamin Richardson, 7thirty Research
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YTD Return of Selected Cannabis ETF’s & S&P 500

Cannabis Exchange Traded Funds (ETFs)
Cannabis-focused ETFs

Ticker

YTD %
Return

Expense
Ratio

AUM

Advisor Shares Pure Cannabis ETF*

YOLO

-51%

0.74%

$43.9M

Advisor Shares Vice ETF

ACT

17%

0.75%

$12.4M

Amplify Seymour Cannabis ETF*

CNBS

-42%

0.75%

$4.9M

Cambria Cannabis ETF*

TOKE

-39%

0.42%

$9.9M

MJ

-36%

0.75%

$682M

Evolve Marijuana ETF

SEED

-32%

0.75%

$4.6M

Global X Cannabis ETF*

POTX

-37%

0.50%

$4.5M

Horizons MJ Life Sciences ETF

HMMJ

-40%

0.75%

$325M

The Cannabis ETF*

THCX

-47%

0.70%

$16.9M

ETFMG Alternative Harvest ETF

S&P 500

HMMJ

MJ

Source: TradingView; Priced as of December 3, 2019.

Source: 7thirty, Morningstar; priced as of December 3, 2019; * Note: performance since inception

Year-to-date, Cannabis-related ETFs, including the
Horizons Marijuana Life Sciences Index (HMMJ) ETF
(-39%) and ETFMG Alternative Harvest (MJ) ETF (-35%)
have lagged the S&P 500 Index which had a return of 23%.

There are now at least nine cannabis ETFs offering exposure to
the cannabis space. The net asset values of these funds total
about $1.1B which compares to the total global public
cannabis operator market cap of $45-$75B.

Selected Canadian Licensed Producers & US Operators
Company
Stock Px
Mkt Cap ($B)
YTD Return
Canopy Growth Corp
$18.98
$10,487
(29%)
Cronos Group
$6.88
$3,146
(34%)
Aurora Cannabis
$2.47
$2,601
(50%)
Tilray
$19.55
$2,173
(72%)
Aphria
$4.74
$1,416
(17%)
Company
Stock Px
Mkt Cap ($B)
YTD Return
Curaleaf
$5.96
$2,941
26%
Green Thumb Industries
$8.42
$1,756
5%
Cresco Labs
$4.81
$1,577
(29%)
Charlotte's Web
$9.14
$1,058
(18%)
Harvest Health & Rec.
$2.31
$744
(56%)

52-wk Return*
(40%)
(36%)
(54%)
(81%)
5%
52-wk Return*
48%
(3%)
11%
1%
(39%)

52-wk High
$52.74
$25.10
$10.32
$106.00
$10.95
52-wk High
$11.73
$7.37
$14.39
$25.25
$10.85

52-wk Low
$13.81
$6.04
$2.14
$18.51
$3.75
52-wk Low
$3.88
$16.68
$4.19
$8.35
$2.04

Source: Yahoo Finance, 420 Investor and 7thirty data. Market capitalizations reflect fully diluted shares. Close as of December 3, 2019.

Private Cannabis Market Activity
Company

Location

Leaf Trade
Shield Compliance
Kikoko
C3 Industries
Apex Trading
Public Cannabis Market Activity

Chicago, IL
Seattle, WA
Emeryville, CA
Ann Arbor, MI
Portland, OR

Company

Location

TerraAscend acq. Ilera Healthcare
Cresco Labs acq. Tryke Companies
Cronos Group acq. Lord Jones
Sundial Growers
CannaSouth

Newtown Sq., PA
Las Vegas, NV
California
Calgary, ON
New Zealand

Date
11/20/19
11/19/19
11/14/19
11/4/19
10/31/19
Date
9/17/19
9/16/19
9/5/19
8/1/19
7/19/19

Category

Deal Type

Trading
Branding
Brand
Medical Cannabis
Trading

Seed
Series A
Series A
Equity
Seed

Category

Deal Type

Medical Cannabis
Integrated
Brand/CBD
Integrated
Medical Cannabis

Acquisition
Acquisition
Acquisition
IPO
IPO

Amount
($M)
$4.5
$5.0
$8.0
$25
$2.27
Amount
($M)
$225
$282.5
$300
$143
$6.55

Source: PitchBook, company press releases
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7thirty Group provides a full range of capital services to investors & companies in the frontier legal cannabis,
hemp and ancillary markets. 7thirty identifies investment opportunities in emerging cannabis companies
related to ag tech, med tech, retail, e-commerce, SaaS solutions, deep tech research, and marketplaces. The
7thirty team includes cannabis investment veterans experienced in commodities, agriculture, technology &
trading operations. We take a hands-on approach to investing, working with leading companies to devise smart
strategies to thrive in this rapidly evolving market. 7thirty conducts best-in-class due diligence and maintains
a strategic partnership with CanopyBoulder, a leading cannabis business accelerator.
INDUSTRY OUTLOOK
North American legal cannabis sales are projected to
exceed $50B by 2025 with the global market estimated
to exceed $146B.
30-40% CAGR for the next 7-10 years
• U.S. States & other Countries continue to legalize adult-use
• Market expansion & new consumers in old markets
• New uses/benefits to be discovered
Cash Flow from Cannabis-related Companies Will Fuel
Expansion Back into Traditional Industries:
• General agriculture
• Supply chain optimization (i.e. blockchain solutions)
• Retail optimization

•
•
•
•
•
•
•

•
•
•
•

7THIRTY OPPORTUNITY FUND DETAILS
Financial Overview
$30MM private equity fund
2% management fee
10% performance hurdle
25% carried interest
5-7 year investment horizon
US-centric with global exposure
$250K minimum commitment ($50K through
OurCrowd)
Primary Investment Verticals
Ag & Bio-tech
Robotics & automation
Machine vision & learning
Blockchain & Payment tech

MANAGEMENT
•
•
•
•
•
•
•
•
•

MANAGING PARTNER: MICAH TAPMAN
5 years investing in legal cannabis & ancillary markets
Founder of CanopyBoulder
Led >100 investments and over $18MM in AUM
Top-quartile fund manager (~30% IRR on 2015/2016
vintage funds)
Led financial services cybersecurity operations for SAIC
Started three companies in cybersecurity, media & sales
MBA from The George Washington University
BS in Computer Networking from Strayer University
Served in the US Marine Corp

KEY ADVANTAGES

KEY HOLDINGS:

TRUSTED ADVISORS & PARTNERS

•
•
•
•
•

Unparalleled Deal Flow
Deep industry knowledge & personal connections
>100 deals already executed by management team
Hands-on operational experience
Global perspective: USA, Canada, Brazil, Colombia,
Australia, Israel, and EU
• Experienced international business team w/ 40+ years of
deal making around the world)
• Accomplished support team of lawyers, accountants, &
subject matter experts

Venture Partners:
• Peter Vitale
• Dan Stromberg
• Patrick Rea

Advisors:
• Jill Lamoureux
• Travis Howard
• Markus Roggen
• Alan Kane

Financial Control & Taxes:

Sources: Pitchbook 2018; CanopyBoulder.
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