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The Green Market Report Cannabis Company Index recovered following a challenging start to 
the year. After falling 21.9% in the first quarter, the Index on average gained 20% for the second 
quarter of 2018. 
 
If you’ll recall at the beginning of the year, U.S Attorney General Jeff Sessions rescinded the 
Cole Memorandum and stocks responded accordingly with many investors taking profits gained 
in 2017. There was a great deal of fear that the Department of Justice (DOJ) would begin 
cracking down on the cannabis industry and shareholders, understandably, wanted no part of 
that. As it turns out, the DOJ was more bark than bite and very little punitive action has taken 
place. 
 
The second quarter began a slow climb back up the charts as shareholders began to 
return to the market comforted by the lack of movement by the DOJ. The quarter was significant 
for high profile IPOs like MedMen Enterprises, The Green Organic Dutchman and Green Thumb 
Industries. Adding to the excitement, the major stock exchanges in the U.S. opened their doors 
to Canadian cannabis companies. The NASDAQ welcomed Cronos Group and the New York 
Stock Exchange listed Canopy Growth. 
 
Canada’s final legislative approval for legalized adult-use marijuana in June was met with relief 
and was capped off by Prime Minister Trudeau’s setting October 17, 2018 as the goal date for 
sales. Since so many Canadian cannabis companies have built business strategies around this 
market, it was encouraging to get a green light with a set date. Uncertainty is always unsettling 
and these final pieces to the legalization puzzle were finally put in place. 
 
The medical market also received the expected good news for GW Pharmaceuticals from the 
FDA, which approved its cannabinoid drug Epidiolex. This drug will be used to treat rare forms 
of epilepsy called Dravet Syndrome and Lennox Gastaut. It uses real cannabis plants and is not 
a synthetic compound. The company had been achieving all of its drug trial study goals and 
there seemed to be no reason for the FDA to have turned the company down. So, even with 
positive expectations, getting the final word was heartening. 
 
Still, the FDA made it clear that its approval did not change the scheduling status for cannabis 
and that the agency would send a recommendation to the DEA, but did not say what that 
recommendation would be. GW Pharma was more clear and adamantly stated that 
rescheduling would occur within 90 days. 
 
This approval has many in the cannabis industry feeling that there will be some big movement 
for the rescheduling question as a result of the FDA’s approval. Even though there really is no 
guarantee of this happening, most feel that there is no turning back now for cannabis and that a 
change in its classification is inevitable. 
 
Another positive step for the industry came from the U.S. Senate this past quarter. The 2018 
Farm Bill included language legalizing industrial hemp and removing it from the controlled 
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substances list. While this bill would need to be reconciled with the House Farm Bill and signed 
by President Trump before it would take effect, many felt it was a big statement from legislators 
and in particular Republicans, who have traditionally been against any form of marijuana 
legalization. 
 
In addition to that, former Speaker of the House John Boehner and former Massachusetts 
Governor Bill Weld joined the board of U.S cannabis company Acreage Holdings. Boehner is a 
favorite of the Republican party and had originally been a public opponent of marijuana. His 
transition to becoming an advocate for medical marijuana caused many conservatives that had 
been on the fence to take notice. I.e. “if Boehner could make this switch then maybe marijuana 
is ok.” 
 
The California adult-use market got underway and while it continues to have a bumpy rollout, 
sales are strong in cities where dispensaries have been licensed. Still, high taxation has kept 
the black market humming. Some long-time consumers that already had illegal market contacts 
weren’t motivated to make the switch to the legal market because of the much higher legal 
prices. Still many customers were happy to shop in dispensaries with lots of unique products 
available. 
 
However, that all came to a stop because on July 1, when the state said all products sold in the 
dispensaries needed to be fully compliant with the new regulations. This caused many 
dispensaries to sell their inventory at big discounts in June in an effort  to get rid of the 
non-compliant products on their shelves. This could affect retail companies when they report 
gross margins or producers that weren’t prepared for the transition. It is estimated that California 
companies could potentially be forced to destroy $350 million worth of noncompliant products.  
  
 

The Top Five 
 

  
Top Best Performing Stocks – Second Quarter 2018 

CV Sciences Inc. (CVSI) 238% 

MariMed Inc. (MRMD) 117% 

MedReleaf Corp. (MEDFF) 56% 

WeedMD Inc. (WDDMF) 42% 

The Hydropothecary Corp. (HEXO) 33% 
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The winners outpaced the losers in the second quarter with two-thirds of the Index finishing in 
green territory. 
 
Penny stock CV Sciences Inc. (CVSI) had the biggest gains for the Index in the quarter. The 
stock started the quarter at $0.49 a share and finished June at $1.66. At one point in the 
beginning of June, the stock traded to $2.58 only to see those gains trimmed. During the quarter 
the company retired its convertible debt and reported that its sales in the first quarter increased 
114%. CV Sciences also delivered net income for the quarter versus a loss in the previous year 
for the same time period. 
 
MariMed Inc. (MRMD) saw its shares rise after the company said that its revenue increased 
81%. The company also reduced its liabilities, while raising capital. MedReleaf Corp. (MEDFF) 
stock built solid gains throughout the quarter as the company announced in May that it was 
being acquired by Aurora Cannabis (ACBFF) in  an all-stock deal valued at C$3.2 billion. In 
June, MedReleaf delivered its fourth quarter earnings with revenue rising 16%. 
 
WeedMD Inc. (WDDMF) signed an agreement with Shoppers Drug Mart and in addition to that 
the company may merge with Hiku Brands (HIKU) causing shareholders to jump in. That 
decision is expected in July. Hiku was added to the Index in the first quarter. 
 
Closing out the top five best performing companies in the Index, The Hydropothecary Corp. 
(HEXO) or soon to be renamed Hexo Corp. increased 33%.  This company graduated from the 
Toronto Venture Exchange to the Toronto Stock Exchange. It also finalized a deal to supply 
200,000 kg of cannabis over five years to Societe Quebecoise du cannabis and according to the 
company, giving it the second highest recreational revenue among licensed producers for the 
first year in the adult use market in Canada. 
  
 

The Bottom Five 
 

  
Top 5 Worst Performing Stocks – Second Quarter 2018 

Isodiol International Inc. (ISOLF) -55% 

Auxly Cannabis Group (CBWTF) -26% 

Emerald Health Therapeutics Inc. 
(EMHTF) 

-23% 

Axim Biotechnologies (AXIM -22% 

Invictus MD Strategies (IVITF) -21% 
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Even with all the good news in the second quarter, some stocks struggled. New entrants to the 
market with solid fundamentals seem to be taking a toll on more established cannabis 
companies that haven’t quite delivered as shareholders expected or now demand. It is no longer 
enough to be a cannabis company, investors want to see real results and are losing patience 
with some of the early players. 
 
Isodiol International (ISOLF) had a busy quarter making acquisitions using company stock 
which caused some serious dilution. Still, it managed to raise $18 million in June. However, the 
company has come under fire for being closely associated with a previous cannabis problem 
child Medical Marijuana (MJNA)  and has faced questions from some cannabis traders 
regarding the founder and stock transactions. 
 
Auxly Cannabis (CBWTF), formerly known as Cannabis Wheaton changed its name to better 
reflect its plan to build an auxiliary industry platform. However, Investors have not seemed to 
reward the company for its streaming royalties and appear to be on pause waiting to see results 
of this new change in strategy. 
 
Emerald Health (EMHTF) has diluted its shares through bought deals and might have confused 
shareholders as the company has expanded into blockchain technology and non-cannabis 
nutritional products. Axim Biotechnologies (AXIM) has not shown itself to be a compelling stock 
purchase with a market cap of $175 million, but revenue of only $47,000, and the company has 
never reported a profit. The patent for cannabis chewing gum has only taken the company so 
far at this time. 
 
Invictus MD Strategies (IVITF) added rock band Kiss frontman Gene Simmons to the company. 
Simmons took a fairly large stake and has said he will be involved in the company. The stock 
popped on the news but the glow dimmed when the company pulled a $40 million convertible 
note deal and instead settled on a $20 million bought deal. 
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Changes to the Green Market Report Index 
  
The Index is removing 22nd Century Group (XXII) and Invictus MD Strategies (IVITF), while 
adding The Green Organic Dutchman (TGODF) and MedMen Enterprises (MMNFF). While 22nd 
Century Group stock has performed fairly well, it is really a tobacco company that sells 
cigarettes and doesn’t represent the cannabis industry very well. New entrants to the publicly 
traded market has given the GMR Index more choices and better options. Invictus MD 
Strategies is not as solid as some of the newer entrants to the market and was replaced. 
 

 
 
 
MedMen Enterprises stumbled out of the gate with its Initial Public Offering. The company faced 
criticism for its overly generous compensation package for top executives and lack of voting 
power for most of its public stock. The stock price plunged in the early days causing the 
company to revise its compensation plan, but the voting powers weren’t changed. 
 
Still, MedMen has been busy. It has several locations in California and has just begun to get 
established in Nevada. MedMen reported that in the first three quarters of its fiscal year ending 
June 30th, the company had sales of $10.6 million, but an operating loss of US$29.5 million. 
The cost of goods sold is high, but we are willing to accept that MedMen is in its early stages of 
building the company and sales will continue to grow as costs will come down. 
 
There is no doubt MedMen will be a force in the marketplace. The company is focused on high 
traffic locations and targeting tourist locales. Rather than trying to increase a footprint over many 
states, it has opted to zero in on California, Nevada and New York. At some point in the future, 
shareholders will begin reviewing gross margins and company expenses, but for now MedMen 
is still in its honeymoon phase and glowing. 
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The Green Organic Dutchman (TGODF) had a completely different IPO launch from MedMen. 
The stock jumped immediately upon trading, although some of those early gains have come 
back down to normal levels. The company has yet to report any revenue, but that hasn’t 
stopped investors from clamoring for the stock. Shareholders clearly had no desire to wait and 
see if the company could actually deliver what it promised. They wanted in early. 
 
TGOD has its sights set on international markets and has made deals with Jamaica and 
Denmark. The company is convinced that consumers will gravitate towards its organic branding 
message and pay a premium price for its products. Following what has been the largest 
Cannabis IPO to date, TGOD has fully-funded plans for 970,000 sq. ft. of production, enabling it 
to produce nearly 116,000 kilograms of premium organic cannabis per year, making it one of the 
largest licensed producers.  
 
The company unfortunately just lost its CEO to health reasons, but the board has appointed Mr. 
Brian Athaide, TGOD’s current CFO, to the position of CEO. Mr. Athaide spent 25 years at 
Proctor & Gamble Co., moving through progressively more senior positions across eight 
countries, culminating as the Finance Director and CFO of the multi-billion-dollar consumer 
products business across Russia, Ukraine and Central Asian markets. So, it looks as if the 
company remains in good hands. 
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Looking Ahead 
 
The market taketh away and giveth back. 2018 got off to a rocky start and the cannabis 
community felt a dark cloud had covered the industry. Then just as quickly, the clouds parted 
and the sun begin to shine  down onto the plants. The industry is once again feeling positive 
that good changes are coming its way. It’s very hard to predict how Congress or the DEA will 
treat cannabis and its inclusion in the Controlled Substances Act. Still, it seems some change is 
about to happen and no matter what form it takes, the industry is ready to pivot and adapt. 
 
More big IPOs are expected this quarter. High Times Media launched a crowdfunding effort and 
continues to march towards its goal to list on the NASDAQ. Other companies that could become 
public in the next six months include Dixie Brands, MJIC and Acreage Holdings. Even more are 
rumored to be close, so it will be an exciting back half of 2018 for cannabis companies. With 
more of the newer and stronger entries to the markets, there will be more pressure for the 
original cannabis companies to perform. Those that don’t will be punished by shareholders. 
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