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Update: For those of us who have been around for a few of the market’s most significant industry-related stock
trends, the Cannabis sector is holding true to form in comparison to other “birth of an industry” type equity
cycles. Cannabis is rapidly exiting the pure speculation stage, busily engaging in the positioning phase, and
looking ahead toward the competitive period that will fully define the winners and losers. Metaphorically, the
tide is no longer rising. Comparing investment cycles is more art than science, but some factors hold true in every
cycle – and those will be the subject of this commentary. During this winnowing phase in the micro and smallcap segments of the market, the key attributes in the Cannabis “land grab” can boil down to a few sign posts:
Who are the leaders partnering with? Is a stock showing double- to triple-digit revenue growth? And does a
company have a unique advantage?
Steady, Impactful News: With Namaste’s move to the TSXV this month, we thought it would be a good idea
to provide some point-in-time commentary on recent trends. Few companies in the Cannabis space have
generated a steadier stream of meaningful news as Namaste during the last couple of months. The company
started out the year having to
clean up some accounting
errors dating back to 2016,
which proved to be little
more than a temporary
embarrassment and had no
effect on key line items such
as revenue and cash.
Shrugging off that small
stumble, Namaste quickly
bolstered its war chest by
completing a $40.25 million
bought deal (with full overallotment option) at the end
of February 2018. That
marked the beginning of a
steady stream of partnership
and
other
collaborative
announcements in March
and April. The accompanying
summary is for March 2018
alone.
So, from the standpoint of
positioning, Namaste is
planting its flag on a global
basis with both frequency
and quality, with little doubt
that they intend to have a full
product line and distribution
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channel when sales reach critical mass. While LOIs
and partnerships are plentiful in the space, the deal
flow at Namaste is encouraging.
Triple Digit Growth: Admittedly, triple digit
growth is not unusual off of a small base, but
Namaste has maintained its fast start compared to
many other companies in the space. Growth vs.
valuation is the order of the day in the industry but
hypergrowth in the 150% range is a sign of initial
strength. In every industry-formation phase, the
stocks are expensive and they stay pricey in terms of
multiples, digesting every move until the growth rate
can pull them higher. Namaste has the hypergrowth
to erase valuation questions over time, though the
market will decide when that next tipping point and
uptrend begins. Obviously, acceleration or
deceleration in this growth rate will be key to price
performance in coming quarters, but for now, the revenue trend is excellent.
The Unique Advantage: It is becoming increasingly evident that usage trends will vary by market (as
evidenced by the data below from September 2017 and the graph on the following page), but how consumers
consume will almost certainly include less
smoke and more concentrate as the user base
becomes more mainstream. We provide some
recent commentary from California (a smokefree state in public places) as an example.
Namaste is essentially covering all bases for the
future in that regard, with a leading position in
vape, and growing interests in other segments of
the market.
Recent trends in California may not be a
precursor for every market, but they do provide
a glimpse into the evolution in a market where
recreational and medicinal are now side-byside.
Technical Analysis: As its stock chart shows,
Namaste in 2017 went from near obscurity to
one of the best performing North
American stocks – in any industry
group. The aftermath of that kind of run
always includes a certain amount of profit
taking, particularly after a rocket-like
move in an industry group that often sold
more sizzle than steak during its
speculative stage. At this point in the
company timeline, a few technical
comments are necessary based on the
Namaste chart.
First, much of the stock pullback was
orderly and expected, with light volume
and an increasingly flat and tight base. The
volume is key in this case, because it has
shown equilibrium with low volatility,
even with the new 2018 low this week.

Low-volume downtrends typically need a high-volume capitulation day
to resolve the selling pressure.
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Long, low-volume bases eventually resolve into a
trend, so the stock will test its weaker holders at
these levels. By comparison to other leaders,
however, Namaste’s valuation is less than half of
peak levels and far less expensive than industry
leaders such as Canopy Growth (WEED) on a price
to sales basis. Namaste’s hypergrowth makes this
current pullback even more interesting. The stock
might not be cheap compared to the general market,
but it is certainly approaching that level in
comparison to other leading cannabis stocks.
The Near Future: The industry land grab is “on”
and will be followed by a more severe winnowing
phase as the pie gets sliced up among the leading
players, so Namaste’s growth trajectory will be
carefully watched. In the meantime, it should be
business as usual for the Company, with more
partnerships, increasing sales, and a continued
consumer shift into Namaste’s niches. In that
regard, the Company is well positioned and armed
with a customer database that will become
increasingly valuable as the industry enters its

Recent commentary from CBE shows that, anecdotally, Namaste is on-trend for consumer preferences.
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inevitable marketing cycle. The sell-off in the stock can be traced to multiple factors, some purely technical, but
the fundamentals and positioning for Namaste remain intact. For long-term investors, that is an important
distinction during one of the more challenging (but early) periods in what is destined to be a very long business
cycle.
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Tormont50 is a venue for highlighting timely ideas
and trends in individual stocks and the market. Tormont50 is not an advisory service, and does not offer buy,
sell, or any other rating on the securities we discuss. The stocks we select for commentary are derived from our
own research or via suggestions from Tormont50 members. We encourage participants to submit stocks or
topics for discussion. Our goal for this project is to create an exclusive, “concierge” research platform that will
serve both management teams and portfolio managers within the Tormont50 universe.
This message is intended only for the personal and confidential use of the designated recipient(s) members of the Tormont50. If you are not the intended
recipient of this message you are hereby notified that any review, dissemination, distribution or copying of this message is strictly prohibited. This
communication is for information purposes only and should not be regarded as an offer to sell or as a solicitation. This material is based upon
information which we consider reliable, but we do not represent that such information is accurate or complete, and it should not be relied upon as such.
This information is current and is subject to change. Past performance is not an indicator of future results and the value of the holdings and the income
derived from them can go down as well as up.
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