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As a new market blooms across the world,
corporations, startup entrepreneurs & investors
are taking notice. This report explores why.
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Introduction to the Cannabis Landscape

Gountriesacross the globe have begun the process of liberalizing their marijuanavansis
presents a unique opportunity as a highowth market.A race has begun amongst investors,
entrepreneurs, startups and corporation become leading cannabis cultivators, branas
well as distributors by global playerhisrace is expected tpropel the cannabis industry
from $7.7B this year to $57B by 2027, representing a CAGR of 22.16%.

The demographics of cannabis users continues to radically shift as consumption becomes
somewhat mainstream, resulting in a surge of demand across different agggm@nd
genders, with legalization expected to ignite higher spending across the spectrum. Crucially,
recurrence of purchase is expected to increase by 22.3% in frequent users, and a considerable
121% in current noifirequent users, while the increase inespling amongst the latter will be
around 689.

The opportunity for business ventures of glpes andsizes is supported by unprecedented
pre-existing demandcombined with the emergence of new verticalsat will serve to lure
non-traditional consumers into the space via the penetration of medicinal and recreational
markets. The emergence of cannabis will capture market share from -&stgblished
industries, including medicine and alcohal trend alreay witnessed in states in which
cannabis has been legalized, where both opioid and beer sales are notably down. Studies have
found that in states where marijuana is legalizattoholconsumption has decreased by as
much as 15%.

The evolution of cannabjgroducts continues to attract the extensive segment of the global
populatonwhginTl Ol X R2y Qi gl yid (G2 avyz21Se® 2A4G4K 2@S
down from20.6% in 2009 to 16.8% in 2QXhe availability of edibles provides a discrete,
smokefree experiencewhich is expected to result in explosive grovithh the industry as a

whole. In California alonegonsumers gobbled up more than $180N;brth of marijuana
AYyTFdzaSR T22R YR RNAyla tFrad# &@SIENE mm: 2F (K

Whilst the market has previously been plagued by legislative elements which decelerated
industry growth, it is now developing into a competitive and complex spaspite its
infancy. Both the number of dealas well as the value of total funding has surged in the space
over the last few yeardn 2017 total fundingloubled from the previous yeawhich, in turn,

was more than doubldrom 2014 This representshe kind of exponential growth that is

Ihttps://www.prnewswire.com/newseleases/datashowsthat-the-globatlegatcannabismarketis-set-to-increasein-value

676675213.html

2 https://www2.deloitte.com/content/dam/Deloitte/ca/Documents/consultingfcannabis?2018report-en.PDF
Shttps://poseidon01.ssrn.com/delivery.php?ID=9330780220021221040061251021080081120150820620380330301200960860960680830
97011088085034019003061029120125092101011093019064077021059074001067099BMIAMA 1250660040520390210070160181
11115126118024028082011066000075001004019071105107113116120020084025&EXT=pdf

4 https://www.forbes.com/sites/mikemontgomery/2017/07/19/ediblase-the-next-bigthing-for-pot-entrepreneurs/#4717fcfd576b
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https://poseidon01.ssrn.com/delivery.php?ID=933078022002122104006125102108008112015082062038033030120096086096068083097011088085034019003061029120125092101011093019064077021059074001067099072001030124125066004052039021007016018111115126118024028082011066000075001004019071105107113116120020084025&EXT=pdf
https://www.forbes.com/sites/mikemontgomery/2017/07/19/edibles-are-the-next-big-thing-for-pot-entrepreneurs/#4717fcfd576b

expected to characterize the market for the next decade and will be financed by the flood of
institutional cash streaming through the sector.

This reporttakesa deep dive into the cannabis markatsector that has propelled into

prominence due to the wave of legalization that has been swept through the US and

Europe. We analyze the market size and growth projectatexplore the territories that

are the keydrivers of the market. We take an-aepth look into the effect that the

widespread legalization of cannabis has had on consumer behavior as well as consumption
GNBYRa YR 32 2y (2 NBOASH (KSunpatkingwhérsS YSy 0 a
the opportunities lie within.

OurCrowd continues to believe that the vast potential for growth in the Cannabis market
represents a unique opportunity for attractive returns for our investor base. As the sector
continues to develop, we aim to leverage our entjs® andexpand our portfolio across

multiple high growth subsectors within the broader market. These subsectors include those
that will cater towards the needs of the rapidly advancing industry ecosyseetered

around solutions in logistics, agriculaitechnologyas well as cultivation methods.



Cannabs: A fast-growing market

The globatannabisndustrywas worth $7.B at the end of 201%, whilst projections reveal that the
market will surge to $31Bby 202F, and $5Bby 2027 The implied Compound Annual Growth Rate
(CAGR) is hence 22.18%0 further break down the projections, they indicdteat the market will
experience its largest growth rate from the period beginning 2017 and ending 2021, in which the CAGR
will be 429, which will subsequently slow to 11% up until 2027

The robust growth the market will see up until 2021 and thereafteunderpinned by the increasing
legalization and decriminalization of cannabis across both North America and Europe, with the rising
demand of cannabis for recreationas well as medical usacting as a powerful driving force.

From a geographical perspective, althoutle largest group of cannabis buyers will remain in the
North American region for the next decade, at $&i8 2027,the largest growth spread will be
enjoyed in resof-world (RoW) markets. It is expected that markets outside of North America will
surge from $5®1 in 2017, to a projected $2B6in 2027, representing a considerable CAGR of 47%

The $47.8 North Americana LISY R A& adzZlJL2 NI SR o6& GUKS o02fR ySg
nationwide legalization of recreational cannahisgal sales ilCanada ir2019 aloneare expected to

total $4.34B'3, and are projected to be$5.68 by 20214, demonstrating a CAGR of 14%. Tinaph

below is an indication of the continent growglotential, usinga 10year averageehut CAGR®

60

Legal cannabis spending in billion U.S. dollars

2017 2018 - 2019~ 2020 - 2021~ 2022 - 2023~ 2024 2025~ 2026 " 2027

5 https://www.prnewswire.com/newseleases/datashowsthat-the-globatlegalcannabismarketis-set-to-increasein-value
676675213.html

6 https://www.forbes.com/sites/monazhang/2017/11/07/globabrijuanamarket31-billiornrinvestorscautious/#70999d217297

7 https://www.cnbc.com/2018/07/23/pmnewswirethe-globatcannabismarketis-setto-explode.html

8(57/7.7)N(1/10)-1

9(31,4/7.7)N1/4)1

10(57/31.4(1/6) -1

1 https://www.forbes.com/sites/thomaspellechia/2018/03/01/doubdéit-billionsputs-north-americain-the-worldwide-cannabismarket
lead/#7aa50af96510

12(2,500,000,000/52 000 000)"(1/14)

13 https://www2.deloitte com/content/dam/Deloitte/ca/Documents/consulting/eannabis2018report-en.PDF

14 https://www.growopportunit.ca/news/brightfieledgroupreleasescomprehensivaeport-on-emerginginternationatcannabismarket
32198

5 Based onhttps://www.statista.com/statistics/820123/globidgatcannabismarket/ Note: some figures were altered from the original
after calculating a t9ear averaged out CAGR.
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Additionally, the 47% CAGR experienced by the Regfibn will be derived from the palpable
emergence of strong cannabis marketspeciallyfrom a variety of European states. While there is
presently barely a European cannabis market to consider, the progression recently seen in Germany
is exceptionally ppmising and ould bereasonably studied as a leading indicator in the context of the
broader region.

In terms of the RoW, the South American cannabis market is expected to grow froru $iid5/ear

to $776M by 2027, indicating a CAGR of 20%, whilst the Australian market is projected to experience
a CAGR of 53% due to impressive expansion from1$631.2\by 20275 - all of which will contribute

to the considerable RoW gain.

Similarly, there igood reasondr enthusiasmwhen considering the Europeanarket, inthe context

of the success enjoyed by their US counterparts. If we are to accept the projections stated below with
regards to the potential of the US market by 2027, then extrapolating that data mewight into

the potential of Europga home to more than 74@ peopleAy O2 YLI NR &2y G 2M. b 2 NI K
The companies that secure significant market share in the European space will likely become the
largest cannabis players in the watid

Crucidly, given that the worldwide adult recreational cannabis market remains hampered by the
United Nations and its 1961 Convention on Narcotic Drugs, the United States is expected to dominate
sales in recreational usage, whilst the European governraehsidzed health care systems will
propel the medical cannabis industry forward and position the continent as the largest medical
marijuana market in the worléf

In the context of the two kegegments of theannabis industryof the $5B market foreseen in 227,
it is expected that $38Bwill account for recreational use, whilst medical sales are estimated to
comprise $19.B'°, resulting in a 67983% split.

The USExtremegrowth ¢ medicinal andecreationalise

The US medical marijuana retail safgsjections for 2018 indicatethat the value of the national
medical market is in the region of $B & $3.88%°, with forecasts indicating growth to at least $B.8
(with a maximum of $6B) by 2021¢ implying a conservative CAGR of 18.28%.

The growth wil be sustained by the widenging and fareaching medical applications of cannabis,
which include assisting with musckpasmsfor conditions like sclerosis, nausea from cancer
chemotherapy, poor appetiteand weight loss cause by illnesses such asddi¥iire disordersand

/| NP Ky Qa2 RAaSHKa&as

16 https://www.globenewswire.com/newselease/2018/02/26/1387588/0/en/NEAREPORWorldwide sperding-on-legatcannabiswill-
reach57-billion-by-2027.html

17 https://www.forbes.com/sites/kriskrane/20188016/big-opportunitiesin-europescannabismarketcomewith-big-risks/#612c2de16d9c
18 https://www.forbes.com/sites/thomaspellechia/2018/03/01/doukddit-billionsputs-north-americain-the-worldwide cannabismarket
lead/#7aa50af96510

19 https://www.globenewswire.com/newselease/2018/02/26/1387588/0/en/NEAREPORWorldwidespendingon-legatcannabiswill-
reach57-billion-by-2027.html

20 hitps://www.statista.com/statistics/596631/usedicatmarijuanaretail-salesestimates/

2L https://www.webmd.com/pairmanagement/features/medicaharijuanauses
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Within the context of medical spend vs recreational speredearchgroups New Frontier and Baker

have found thatUS medical patients sperg&k more on cannabis than recreational usehs 2016 US
medical consumers on average shopped once every 10 days and spent $136 per transaction. In
contrast, recreational consumers shopped once every 14 days and spent $49 per tran¥action

To contrast the rannerin-which medical cannabis sales will match up against recreational use, the
graph below is inciteful as it demonstrates they in whichin the USrecreationalcannabis will be
both the larger, as well as higher growth markét.

Range of US medicaharijuana retail sales projections:

8

Retail sales in billion US, dollars
I

2017 2018 2019 2020 2021

Crucial to these projections is the fact th@i% of the US population lives in a state where there is
some form of legal cannabisvhether t be for adult use, medical use, or CBD only. The market
potential ismassive andemains largely untappett

U.S. Cannabis Retail Sales Estimates: 20081 (in $B)
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Copyright 2017 Marijuana Business Daily, a division of Anne Holland Ventures Inc. All rights reserved

22 https://www.thecannabist.co/2017/04/26/marijuarshoppingtrends-201 7report/78480/
23 https://mjbizdaily.com/wpcontent/uploads/2017/05/Factbook2017ExecutiveSummary.pdf
24 hitps://news.medicalmarijuanainc.com/9bs-populationlivesstatesmarijuanalegatindsreport/
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The current state of legalization in the US:

Marijuana Legalization Status

I Medical marijuana broadly legalized
I Marijuana legalized for recreational use
I No broad laws legalizing marijuana

CanadaOonfidert in theindustry

The total cannabis market in Canada, including illegmbvell as legal products, for both recreational
and medical use purposes, is expectedjémerate up to $7.18in total sales in 20190f that,

$4.3B will be legalthus contributing moe than half of the totaf® Canada continues to be among
the few countries where investors have already shown confidence in the future of the industry,
betting billions in public equity investments.

Breakdown ofthe Canadian marke#?

P 1tticit market Recreational market Bl Medical market
CDN$ (BILLIONS)
$10 -
865 874 877 8.86 892 .
I Illl
$6 id o u !

$2

2014 15 16 17 18 1I9 20 21 22 23 24 2025

Currently, it is estimated that theannabis sector will generate $B%r 2018 with the recreational
market pulling in $700 and the medical market $600%8, representing a 549%46% split. Notably, this
ratio is expected to drastically reduce by 2022, diesp more robust legal markefEorecasts believe

2Shttp://wakefulnessmagicpill.com/weedegalizationmap/marijuanalegalizationmap-elegantweedlegalizationmap

26 https://www2.deloitte.com/content/dam/Deloitte/ca/Documents/consultingficannabis2018report-en.PDF

27 https://ottawacitizen.com/news/locahews/canadiarcompaniesiominateglobatmarijuanatrade-saysreport

28 https://www.forbes.com/sites/irisdorbian/2018/07/17/degalizatioAloomscanadaspot-industryreelsin-the-cash/#4fc6e6485bc8
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that in 2022 recreational and medical markets will total more than B5with a 90%10% divide
respectivelyreinforcing theideathat North America will be a continent thriving on recreational use

The Canadian Cannabis Survey indicatsmilar to the USthat those who purchase the drug for
medical use spend more than those who spend for recreational purposes, by arourdd 61%

Europe Will Germanyset the pace for the largest medical market in the @drl

In the context of Europe, the market is poised to unleash its growth potential over the next decade.
In the lastsixmonths, the European cannabis industry has grown more than in the previous five years
with over six new countries announcing legigiatand patient numbers grawgon a monthly basi&’

The wideranging consensus that Europe will become the largest medical cannabis market in the
world, with medical usage trumping that of a recreational natijres backed by &1.2T government
subsidizechealthcare system.

Recreational cannabis is predominantly illegal across Europe, hovibees areseveralgrey areas
where several regions and cities operate on the fringes of the law. Cities like Barcelona, Amsterdam
and Copenhagen are well known for private member clubs, caffeps and opesir markets, but

none of these presently offer a tenable solutifar legislation of recreational cannabBis

While there are clear and realistic projections for both the US and the RoW markets, sizing the
European cannabis market is particularly challenging given that the projections being made by a vast
number of resarch firms are based on full legalization in all verticals across all countries, hence often
suggesting that the European market will be worth more than what credible firms project the global
market to be worth.

As mentioned above, the global cannabis kediis expected to reach $87n 2027. Given that roughly

$47B of that will be comprised of North American markets and an additionalBb2r8icipated for
RoWmarkets, that conservatively leav83. 5B ¢ $10Bf ST T2 NJ @eBinglSitie exadt A OS
RSTAYAGA2Y 2F aNBal 27T ¢ 2KDpoR by ajaitER waichdogrndidated & 2 dzNI
that Europeans spend around $1B.4 year on cannabisThissupports the theory detailed abo¥e

thataA @Sy GKIG € S3F AT Gitmdl YakedirBeyfaRtlie legal malrkStyo rdadhthe | G 2 y
size of the illegal one, if it does at all.

Alternatively it could be said that $7.3 - $10B valuation ofthe European market is exceptionally
conservative. The studies which base assumptions onhalégal and regulated market across the
entire continent, such as Prohibition Partn@rhich describes itself as market intelligence and
strategic consultancy firjn state that the value of the European cannabis market will be B183
2028.

Accordingl 2 G KSANKNBERNKSY Q@dzZNNByid NBONBLFGA2Yy Lt OF Yyl
08 HAHYyZX UKS YSRAOIf OF yyBhandihe redréatbhaScannabis drketo S O |

29 https://mjbizdaily.com/governmensurveycanadianrecreationalusersspendingca75month-marijuana/
S%https://staticl.squarespace.com/static/58877105725e25f7d30b8f08/t/5b46230af950b713d5fe0946/1531323210451/The+European+Can
nabis+Report%E2%84%A2+3rd+Edition.pdf

3t https://ca.finance.yahoo.com/news/potentialiropecannabismarketmotivate-130013958.html?guccater=1
3%https://staticl.squarespace.com/static/58877105725e25f7d30b8f08/t/5b4&2E0b 713d5fe0946/1531323210451/The+European+Can
nabis+Report%E2%84%A2+3rd+Edition.pdf

33 http://www.marijuanatimes.org/europespendsover10-billion-on-cannalis-eachyear/
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gAf f 0S BwgasSs Both pramary and secondary serviceth® cannabis industry, assuming

GKFG Fff 9dz2NBLISIY O2dzyiNASa KI @GS €S3FfAIBSR YSRAC
should be noted that a large number of articles which discuss the European market base their
valuations on the findings &frohibition Partners.

The German market stands to be one of the largest in the world and certainly a European market
leader,with an estimated total number of potential medical cannabis patients in Germany of 175,000

and a potential total market value @#628V.3* DS NX I y& Aa 9dzZNBLISQ& oA3IISa
LINBAONRLIGAZ2Y YSRAOFGA2Y&A FYR YSRAOIt RSOAOSEA RA.
most valuable drug markef

Other currently relevant European markets include the Czech Repudtich legalized cannabis in
2013, and has an estimated total number of potential cannabis patients of 2&@0&l market value
of $59M, whilstCroatiahas a total number of potentianedical cannabis patients of 7000, and a total
market value of $1418.3"

As for whether the whole of Europe will legalize cannabis by 2023, this map from the European
Monitoring Centre for Drugsra Drug Addictiorseems to shovthat large progress needo be
made?

For minor cannabis
possession:

B Incarceration possible

I Incarceration not
possible

With a rise in political conservatives on the continent, it's unlikely that marijuana laws will be further
liberalized in countries like Poland or Hungary, although both have legalized medical marijuana for

34 https://www.prnewswire.com/newseleases/prohibitiorpartnerseuropeanlegatcannabismarketexpectedto-exceedl 15-billion-by-
2028300680103.html

35 https://www.targo-consulting.co.il/images/markeesearch/pdf/CanabisindustryMarketResearciP DF. pdf

36 https://www.cannabisindustryjournal.com/feature _article/tiaportanceof-medicaicannabigdrialsin-europe/

37 https://www.targo-consuling.co.il/images/marketesearch/pdf/CannabitdustryMarket ResearciP DF. pdf

38 http://www.emcdda.europa.eu/publications/topimverviews/cannabipolicy/html en



https://www.prnewswire.com/news-releases/prohibition-partners-european-legal-cannabis-market-expected-to-exceed-115-billion-by-2028-300680103.html
https://www.prnewswire.com/news-releases/prohibition-partners-european-legal-cannabis-market-expected-to-exceed-115-billion-by-2028-300680103.html
https://www.targo-consulting.co.il/images/market-research/pdf/Cannabis-Industry-Market-Research-PDF.pdf
https://www.cannabisindustryjournal.com/feature_article/the-importance-of-medical-cannabis-trials-in-europe/
https://www.targo-consulting.co.il/images/market-research/pdf/Cannabis-Industry-Market-Research-PDF.pdf
http://www.emcdda.europa.eu/publications/topic-overviews/cannabis-policy/html_en

certain conditionsGermany's place in this ligt particularly important, as it has the most influence in
the Union and usually sets the pace that other countries follow.

Prohibition Partners estimates the number of countries adopting medical marijuana is following a
G§NBYR &A YA flLawNdithitBe nantber dbiBdDrtries that legalize medical cannabis doubling
everytwoyearsL 1 Q& LJl2&daAiAof S G KI bhlochasseSthein&cEssayyliegigahidh,ihe 2 F
EU could provide a framework for regulating the marijuana matket

Consideringhe above, the value of the European market over the next decade is highly dependent
on the rate at which the continent legalizes cabis, and whether they legalize both medical
applications as well as recreational ones. It is possible that in its current form, the market will
conservatively be worth $HBover the next decade, with the potenti&r much larger figures if the
circumstances discussed above rapidly play out.

39 https://finance.yahoo.com/news/medicaharijuanadominateeuropeanmarket173020425.html
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Demographics

While the door to cannabis has always been somewhat #jase who $ppedthrough theopening
became characterized by societyg thestoner stereotype. With that door fully open, the perception
of cannabis use is now being turned on its hesxthe demographics of users begins to radically shift
both due to the emergence of innovative ways of consumption, as well as positive heakfitb.

The next budding markdtoomers vsmillennials

In the US, the cannabis market appears to be dominated by millennials, with their share increasing
yearon-year from 2016 to 2017, with around 51% of users being millennials and the othdvelaéo
older.**Notably, whilst millennials are the largest consumer base, boomers are said to be turning to
cannabis fast for the use of pain relief as they developratmed health problem$! Crucially, not

only are older generations growing faster by rugns in terms of % of total consumers, they also, on
average, purchase more expensive iteths

PERCENTAGE OF TOTAL SALES ACROSS THE GENERATIONS

2016

% Total Sales

2017

0 10 20 30 40 50 60 70 80 90 100

@ \Millennials (<35) @) Generation X (35-53) @) Baby Boomer (54-75)

As of August 2017he average basket sizeslmbyboomers and the Silent Generation (as described
above) was between $35 and $40, whilst Generation X had arage basket of $27nly slightly

higher than millennials. All in all, 47.7% of cannabis users are spending between $500.%d $2
annually** Whilst younger customers spend less per visit, with a lower average item price ($53.87)
well as a lower average basket size ($25) than their senior counterparts, they visit cannabis stores

more often every 16 days or so.

40 https://www.headset.io/blog/whosuyingallthat-pot-a-look-at-the-demographicsof-cannabisconsumers2017

41 https://business.financialpost.com/commodities/agriculture/canadismentc5-7-billion-on-cannabisn-201 7-statisticscanada
42 https://docsendcom/view/kg8gkkn

43 https://www.cheatsheet.com/monegareer/averageannabisconsumerspend.html/
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AVERAGE BASKET SIZE PER GENERATION
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The percentage dfaby boomers using marijuana among adults 50 years and older saw an increase of
71%in between 2006 and 2013. Notably, by 2016 the percentage of consumers over the age of 65
had increased by 25%. Correspondioghis, only 5% of older adults see cannadésa health risk*

So too are these trends prevalent in Canada, albeit on a more radical front. According to Statistics
Canada, baby boomers are the primary consumers of marijuana in the cdftiyusting thebaby
boomer category to include ages of 4Bchup, as some surveys have done, indicates that they are
currentlymaking up 2360f the overall share of consumengp from £6in 1975

Thisreport indicates that fewer minors vere consuming cannabis, with less than 6% of consumers in
the 15¢ 17-yearold age groupwhich is quite surprisingn sharp contras/3rdsof consumers were
25 years old or older. The study essentially found that cannakésamongst youth has either
remaned stable or has declined, whereas use amongst older individuals has sharply ind¢feased

With regards to the number of Canadians using cannabis, according to data from the National
Cannabis Survey, approximately M.2eople, or 14% of Canadians aged 1% awver, have used
cannabis products in the lagtree months. Of them, about 56% indicated that their use occurred on

a daily or weekly basf$ The average cannabis user spent around $920 on marijuana in 2@y

for recreational purpose®. Notably, ths is within the range of the majority of US users, albeit on the
low side.

44 https://mjfreeway.com/blog/thenew-cannabisconsumer

45 https://biv.com/article/2018/02/babsboomersare-biggestcannabisconsumersstatscan

46 https://www.cbc.ca/news/politics/marijuaneannabisminors1.4454477

47 https://www.straight.com/cannabis/1066656/natiorsilirveyrevealsnew-data-canadiarcannabisconsumers

48 https://www.reuters.com/article/usanadamarijuanastatistics/canadianspentc5-7-billion-on-cannabisin-201 7statisticscanada
idUSKBN1FE282
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In contrast to the US, millennials appear to be spending slightly more than older groups in Canada.
The breakdown of average monthly spending per broad age group can be seertbelow

86.43

73.63

Monthly aver

Age group

Menvs.womenandmarijuana

In the US, data showhat men continue to dominate cannabis purchases across the specéfrum
Interestingly despite male dominance in this regard, popular cannabis delivery service Eaze has noted
a 20% increase in monthly spending by female custonwengpled with a notable increase in overall
female customers since 20{fom 25% to 35%), making them one dhe fastest growing consumer
groups in the industryAccording to Eaze,CBD vaping pen and a cannabis bath soak had the highest
purchaseratio of female buyers, while a higher ratio of men gravitated to the potent, headier waxes
and concentrates?

Additionally, dta shows that woman make up a larger part of the older generations than the
younger ones, while men consume the vast majority in bothrtiileennial and Generation X

category:

PERCENTAGE OF TOTAL SALES FOR EACH GENERATION PER GENDER

% of Total Sales

Millennials (<35) Generation X (35-53) Baby Boomer (54-75) Silent Generation (76+)

@ remale @ Male

49 https://www.statista.com/statistics/814118/averageonthly-spendon-recreationalcannabisn-a-month-canadaby-age/
50 https://docsend.com/view/kg8gkkn

51 https://www.eaze.com/blog/posts/eazimsights2017-cannabisdata-report

52 hitps://www.investors.com/news/marijuarsalestrendswomenmillennialsbabyboomersyenxsleepingpillstobacco/
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Interestingly, on the Canadian front, resead#gmonstrates near parity between men and women
regardingconsumption patterns3

Canadian Usage

12%
10%
8%

6%
2%
s |I |I Il I

Male Female Millennials Generation X Boomers

m Daily mWeekly m Monthly m Occasionally

In Europe, cannabis continues to be the most popular drug, withN2&8ults across the continent
having used it in the last year. As was the case with the US, there appears to be a marked increase in
the use of cannabis by those over the age of 40 year&*old

Cannabis
Used:

Lastyear Lifetime

22.1 million 83.2 million

4 A

Adults
(15-64)
Highest
Last year 239%
16.6 million
' Llowust
Young adults 32%
(15-34) =

National estimates
of use in last year

Interestingly, Europe exhibits a similar gender pattern to that of theTh8.pevalence of cannabis
usage in males is considerghigher than in their female peers. In the 17 countries where information
is available and sample sizes are sufficient, sxaleuld account for more than threguarters of daily
cannabis users in the age group-1¥ years®

53 https://www2.deloitte.com/content/dam/Deloitte/ca/Documents/consultingficannabis2018report-en.PDF
54 https://tandfonline.com/doi/full/10.1080/09687637.2018.1478948
55 http://www.emcdda.europa.eu/system/files/publications/753/emcelkily-cannabisuse 2012 400271.pdf
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Monthly
figures

Average purchase

Frequent users
frequency

Legalization: Impact on frequency of usage
A study by Deloitte sheds light on the purchasing behavior of freqasntvell as less frequent users,
both before and after legalization. While tlhecurrence of purchase is expected to increase by up to
22.3%with average total spend remaining around $100 amongst frequent users, the largest growth
will be seen in the catemy of less frequent usersvho will purchase more than double than their
current quantities and spend around $10 more per purchse

Post-|

Pre-legalization
(current)

25

(current and likely)

31

Difference

+22.30%

Average total spend

Three-month
figures

Less frequent users Average purchase
frequency

$99.05

$98.88

(curre;t)

0.6

Post-leg
(current and likely)

13

-0.02%

Difference

+121.00%

Average total spend

$16.61

$27.87

56 hitps://www2.deloitte.com/content/dam/Deloitte/ca/Documents/consultingfcannabis?2018report-en.PDF

+67.80%
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Consumption Trends

Legalization has resulted in the emergence of new verticals within the cannabis industry that, in turn,
FNB &AKAFOAYy3d O2y adzy S N&didionab Bdduct® a8 M@ll anéthodsRai  y 2 Y
consumption. Industries across the spectrum are recognizingatigressive potential for growth

within the cannabis sector and are rushing to market with a wide variety of products in an attempt to
capture a segmentfdheir own.

Market Share: ntguana vsbeer

In the context of consumer trendsnarijuana is rapidlypenetrating the mass marketand taking
market share from alcohol in the proceds.joint study by three universities revealed thaterall
alcohol consumption is directly related to the rise of medical marijuana laws. The study found that
beer sales droppelly 13%6in states wiere marijuana hd been legalizd. It further concludel that

the two substancesre directsubstitutes foreach othe?’, hence giving an indicat of the broader
potential of cannabis as legalization continues.

LGiQa FdzNIKSNI SAGAYIFGSR GKFG ylraAz2ygARS €SIt AT
$2Bin sales’® A survey by Eazalso on the California market, revealed #hdent that consumers are
replacing alcohol with cannabis consumptitn

i} 11.6% stopped drinking

o :
25.7% drink a lot less
(o
reduced alcohol _ 24.6% drink moderately less

consumption

because of ! 19.8% drink a little less

marijuana

Research has found thahe shifting landscape is digging into the profits of the major brewers and

craft brewers alikeMillerCoors saw 4.4%declinein sales of Coors Light over the past two years in
Colorado, Washingtgmnd Oregon, where marijuana is legal focmreation use. Anheuser BuschinBev

saw a similar drop in sales of Bud Lightiedts G KNBS adl GdSaz gKAES artSa
beers, Coors and Budweiser, experienced &irbp.5°

TheCanadian Imperial Bank of Commerce calculated that in tixé tme® years the legal market for
adult-use cannabis will be greater than the amount of spirits sold in the cowmdywill begin to

SThttps://poseidon01.ssrn.com/delivery.php?ID=933078022002122104006125102108008112015082062038033030120096086096068083
097011088085034019003061029120125092101011093019064077021059074001067099072001030124125066004052039021007016018
111115126118024028082011066000075001004019071105107113116120020084025&EXT=pdf

58 https://www.convenience.org/Media/Daily/ND0306171

59 https://www.thekindland.com/women/eazdata-showsmore-women-are-smokingpot-2602

60 hitps://smallbiztrends.com/2016/12/legalizedarijuanaimpactsalcohotsales.html
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approach wine in scale. To contextualize, Statistics Canada noted that spending on cannabis in 2017
(legal tillegal) was more than $58; whichcomparego $5.1B in spirits, $7B on wine, $9.2B on beer,
and $16B o tobacco purchase%

$20.0

$15.0 -
$10.0 -

$5.0 - . . I

o

Spirits Cannabis Wine Tobacco

The opportunity for edibles

The opportunities in the luxury segment of the cannabis market are vast and haymtéetial to
extend to the creation of unique experiences for the hégtd consumer, such as weed tasting instead
of wine tasting, or even restaurants focusing on infused editfles

According to Forbeghe reason for the explosive growih cannabis consuption is that as the pot
YFENYy SG SELIYR&Z AiGQ& &dFNIAy3I (G2 NBIFOK LIS2LX S
among adultgs down from20.6% in 2009 to 16.8% in 20Ihe availability of diblesprovidesa

discrete, smokdree experience. And since they can command higher prices, edibles often account
F2NI up (2 cuw: 2 ¥ Calfokni hishy, donsNibiefs FHobhlddBpFehara$18M

worth of marijuanak Y Tdza SR T2 2R | YR RNX Y cannabidsdlegs & S| NE mM/m: 2

[SN

Deloitte mapped ouseveralcannabis food productwith demonstrated consumer interes$t

ey | o

[ 5%
Chocolate N 3%

Hard candies, lolipops, or ummies TN TTop laam

. 22%
Beverages | 31%

I 15%
Honey 25%

: o
Popsicles and freezies 10%
Ice cream N o
ins I 5%
Potato Chips | 22%
Crackers/biscuits I 1%

24%

23%

20%

19%

W Have heard of product B interested in using product

61 https://www.chc.ca/news/business/cilrannabisl 4653567

62 https://www.covasoftware.com/blog/2017/2/21/cannakisarketprimedfor-emergenceof-high-end-productsbrands

63 hitps://www.forbes.com/sites/mikemontgomery/2017/07/19/ediblase-the-nextbigthing-for-pot-entrepreneurs/#4717fcfd576b
64 https://www2.deloitte.com/content/dam/Deloitte/ca/Documents/consultingfcannabis2018report-en.PDF
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Thegrowth of thevaporizerand other products

Another product taking the sector by storm is the vaporizer. Data from 2016 indicateththasle of
flowers decreased from 75% of total sales to 5#%4hat same time, vaporizer cartridges grew from

6% in 2015 to 24% in 201@presenting a 400% annual increa%eA look at the sales figures from
California for 2018 reveals that the tide is still favoring both edibles as well as vaporizers/concentrates.

In February2019 the flower@ market share dipped to 44 while concentrates ros to 30%, and
edibles to 18%Meanwhile, vapes continuetb flex their popularityby upping their share of the
overall cannabis marketplace to Z4and their share of concentrates to 79 Notably, both
concentrates and edibles gained in market share fromuday to Februar019°%6

Interestingly the consumption trends detailed above can be further broken down into age groups to
assist in understanding what exactly is driving the relevant sector growth. Baby boomers are the
biggest buyers dfopicals, lotions and bath productsall products which alleviate pain and provide
joint relief. Anything that offers the medical benefits of cannabis without the high is something the
older generatiorseems tovant to purchase

Generation Xers are thedgest consumers of edibles, as well as cannalfised drops and tinctures
i.e. anythinghatR2 Say Qi Ay ©@2f @S AYyKI { Asgemroby @hboutywabidgd’ CA y | £ f &

The graph below breaks down demand for different sectors well:

Marijuana Product Category Sales Trends
M Flowers M Pre-rolls B Edibles B Drops Topicals

M Concentrates M Vaporizers
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Recreationalegalization and the impact onedlical sales

There is an argument to be madéth regardsto the waylegalization of cannabis for recreational use

will impact medical sales of the drug. Currently, the process in California, for example, dethand

LI GASYyG 3Sida | 4t SGGSNI 2F NBO2YYSYyRIGA2yé FNRY
that is banned by the Federal Governmerggardless of state law. With that recommendation, a

patient would then have to apply for a statesual card that enables certain carrying and purchase
privileges. With legalization of recreational use, consumers will be able to purchase cannabis without

85 https://www.businessinsider.com/vapingarijuanaindustry20177
86 https://www.cannabisbusinessexecutive.com/2018/04/califosai@signite-februaryvapesedibleskeepburning/
7 https://energyandresourcesdigest.com/marijuamarkettrendsinvestorsbudsediblestopicalsvaporizers/
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the hassle of seeing a doctor and applying for a sisgeed card, but on the fligide will encounte
GFrESa GKIFIG YSRAOFt dzaSNB GeLMAOFfte R2yQiGZ YI{1AySd

Additionally, as supply begins to increase on the recreational front, pushing prices down, the incentive
pulling consumers towards recreational cannabis will be even stronger.€erttiment was echoed by
severakannabis publications, which stated thateof the big impacts th & @e2Sis that the medical
marijuana industry starts to decline in states after they legalize recreatiszaje®

In Colorado, for examplejedicalmarijuana salesontinue to slide following recreational legalization
For the first half of 2018, revenue fell &y earoveryear to $165.81. Recreational salesse 1446to
$573M. Total combined sales rose b§oto reach $738, versus $718 in the first half of 2017.In
June alone, medical marijuana sales dropped B g€aron-year to $25.81.

Intriguingly, an interesting price trend has emerged in Canada, wherein recreational prices are as

much as 10% cheaper than that of medical marijudh@ihe trend serves to support the notion that
as time goes on, users may be more drawn towards recreational purchases:

$10.00

$9.00

$8.00

$7.00

$6.00 - . . .
2010 2011 2012 2013 2014 2015 2016 2017

e \ledical purposes  s====Non-medical purposes

Opioids: Cannabis isapping into the pain killer market

Part ofthe dlure of cannabisis that it is a safer option taopiates 3A Sy G KI &G AdGQa AY
overdose on and far less addictifeso tapping into the pain killer market will be exceptionally

lucrative in this regardThe size of the opioid market in the US alone is valuedbeah of $11B.7*

Crucially American states that permitted legal access to marijuana through medical cannabis laws or
legalized its adult recreational use saw falls in opie.

In states with medical cannabis dispensaries, the researchers obsed4d% reduction in use of
prescription opioids and nearly a 7% reduction in opiate prescriptions filled in states with home
cultivation-only medical cannabis laws "States with active dispensaries saw 3.F4&wer daily

68 https://www.masslive.com/politics/index.ssf/2018/05/will_recreational marijuana_st.html
69 https://www.investorvillage.com/uploads/82915/files/CIBC Cannabis.pdf

70 https://www.health.harvard.edu/blog/medicaharijuana2018011513085

“ http://www. pharmexec.com/uspioid-marketreach177-billion-2021-saysreport

72 https://www.sciencedaily.com/releases/2018/04/180402202236.htm
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http://www.pharmexec.com/us-opioid-market-reach-177-billion-2021-says-report
https://www.sciencedaily.com/releases/2018/04/180402202236.htm

doses filled; states with home cultivation orfilgws] saw 1.7981 fewer filled daily doses," one of the
studies, which focused on medical cannabis laws, fodnd

Interestingly the Eaze survey referenced earlier found that in CalifoBi& of customers surveyed
said they use or had used sleeping pills, wb8é6 of hose people said they used marijuana products

to lower their use of sleeping pilland 45% of those people said they had completely replaced sleeping
pills with cannabig*

73 https://www.forbes.com/sites/tomangell/2018/04/02/legatarijuanastateshavelower-opioiduse-new-studiesshow/#3ff0e 9095696
74 https://www.investors.com/news/marijuansalestrendswomenmillennialsbabyboomersyenxsleepingpillstobacco/
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Industry Landscape

The global cannabis sector is charged wigportunities for both licensed producers as well as
affiliated companies. Players within the sector face the daunting and potentially lucrative task of
navigating an operating landscape that will undoubtedly be riddled with uncertainty. The ability to
scde production to meet anticipated demand as the wave of decriminalization sweeps across the
globe remains one of the key challenges facing an industry somewhat constrained by regulations that
have previously left investors wary.

Managing company stratefiyr competitive advantage

According to EY, executives within the industry are alluding to the importance of effectively managing
GKSANI O2YLIl yeQa adaNYriS3e G2 RAFFSNBYIGALIGS 27FFS
competitive advantage tmitigate the downward price pressures of commoditizing cannabis flower.
Crucially, they also understand the importance of maintaining a stable supply chain to meet demand

in both recreational and medical markets, and to capitalize on international oppitiganA survey

of the focus of executives within the industry revealed the followinhg

With regards to the allocation of capital, many respondents from the same survey indicated that the
majority of their capital is being allocated towards building indak growth facilities to ramp up
capacity, whilst uncertainty in the regulatory environment is impeding their ability to make long term
strategic investments. 50% of the executives interviewed by EY indicated that they would be investing
most heavily inclinical trials, while 37% responded that they would be spending on IT, including
automation and €mmerce.

Growth inJbobs:Investing in HR

Notably, 25% answered that they would be investing inrd&izing that the composition of talent in
areas of the recreational business such as retail and corporate compliance will be crucial. A new report
from New Frontier Data projects that by 2020 the legal cannabis market will create more than a
quarter of a million jobs in the US alone, which would be more than the expected jobs from

s https://www.ey.com/Publication/vwlL UAssetstE¥nadiaricensedproducersreport-en/$FILE/EXCanadiadicensedproducersreport-
en.pdf
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