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Company Update 

We realize when it comes to MSOs (and NASDAQ-listed proxies), investor sentiment is chiefly driven 

by DC news flow whether positive or negative (new Drug Czar comments; the upcoming Bill Maher 

interview; regurgitation of campaign “tweets”; on/off HHS Sec comments; potential negative read 

from the WH views of the impact of MJ decriminalization in DC). All that said, taking a long-term 

view, the well-managed and well-funded MSOs are attractively valued, and some have significant 

growth torque ex reg unlocks, whether federal or state level. Vext is a case in point, valued at 5x 

current EBITDA and 3x by YE25. The company is scaling from 2 stores in OH to 8 (a state where new 

AU rules, out later this year, should accelerate market growth), and with EBITDA margins likely in 

the mid-teens in AZ and ~50% in OH, it should see a ramp in EBITDA $s. The stock has outperformed 

the MSOS ETF by over 30pt since mid Feb (see price chart). We rate Vext Overweight. 

 

On Vext’s 4Q print (Dec qtr results were released on 3/31 pre-market).  

• Sales of $10.2Mn were up 13 % seq (+21% yoy), but slightly below our estimates due to 

the slower ramp of the OH market. AZ contributed $5.8Mn (2 stores plus wholesale) and 

OH $4.4Mn (2 stores plus wholesale); respectively, sales were down 12% yoy and + 129%.  

• The AZ stores continue to outperform the market, both in rev/store (~$10Mn pa vs. 

~$7Mn) and vs. the market decline (rev/store fell 16% in the state in 4Q vs. -12% for Vext). 

In OH, the company benefited from a full quarter of non-med sales (in retail as well as 

wholesale, even though the latter is not a long-term priority). 

• The benefits from the higher margins in the OH market can be seen in the company’s 

gross margins, of 22% in 1H24 and 41% in 2H24. As the company scales in OH and the 

market picks up, we would expect gross margins to move up to the 45-50% range. EBITDA 

margins jumped from 18% in 1H to 32% in 2H. 

• Operating cash flow of $4Mn in 4Q marked a turnaround from recent qtrs (OCF CY24 

+$3.2Mn), and it was almost in line with total CY23 OCF of $4.4Mn. In terms of EBITDA to 

OCF conversion, the ratio for the year was 36% ($3.3Mn vs. $9.2Mn).  

• Net debt remains high ($31.1Mn), at 76% of sales and 2.4x EBITDA (4Q annualized). But 

with most expansion projects already funded, growing FCF due to OH and efficiency gains 

in AZ, we expect debt ratios to come down. Indeed management, expects to have paid 

down all non-mortgage debt by end of CY26. 

 

Macro color on the OH and AZ markets.  

• Ohio: Per the official data, total rec/med sales in OH reached $250Mn in 1Q25 (71% rec), 

which is 2.1x 2Q24 (rec began on 8/6/24), but only 4% up from 4Q24. Total weekly sales 
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have remained stable at $33-34Mn for the past two months. We had expected much 

faster growth in OH given the underdeveloped state of the med market (vs. PA). Pricing 

has stabilized in the last month, but it is >25% below when non-med sales began; average 

prices were $6.94/gram ($24.3 for 1/8 oz) at the end of March, per state data, vs. $9.40 

in early Aug’24. Potential market growth acceleration will depend on Adult Use rules – 

the timing and content of these is unclear, but the consensus among market participants 

is “around June”. Much is being debated (advertising, taxes, new formats like pre-rolls, 

potency, home grow, hemp rules as part of the same program?), and the shape of the 

final AU rules will play a big part on future market growth.  In terms of stores, there are 

now 138 licensees with certificates of operation (COs) and 12 with provisional licenses; 

given grandfathering rules, this number will increase to 265 (1H26) and eventually to 350 

(state cap, TBC), following a new round of licensing. That would equate to 29 stores per 

1mn people, which should make for attractive retailer economics (AZ 23, MO 33, MA 60, 

MI 100, CO 190). 

• Arizona: Official sales data is out only thru Jan’25, but it points to a continued $ decline 

in total sales, mostly deflation driven. Total taxable sales in 4Q24 were $303Mn (med is 

around 18% of total sales; there are no taxes son MMJ sales, so this represents >16% in 

savings for patients), down 12% yoy. Per Headset, flower prices in 4Q24 were down 15% 

yoy and vape -23%. Retail prices in AZ of $3.83/gram are almost half of those in OH. All 

this said, the cap of 168 stores in AZ, implies decent economics for retailers ($7.3Mn in 

annual sales per store; gross margins in the mid 40s), albeit the same cannot be said of 

cultivators. No cap has been set on cultivator licenses; pricing conditions are also due to 

the illicit market (proximity to CA and the border) and hemp-derivatives (although new 

rules point to a potential crackdown; let’s see how this is enforced). 

 

Outlook. Vext’s economics have been transformed with the entry into the OH market (obviously 

the company initially outmaneuvered several MSOs in garnering licenses for a vertical operation). 

• The company expects to have the 8 stores open by early 2026 (4 with drive-thru), with a 

mix of rural stores and metro area stores (in 1Q25 it was still consolidating only two 

stores: Jackson and Columbus). AU rules and greater consumer awareness (40% of OH’s 

population do not know non-med sales are legal). 

• Vext expects to start consolidating another 2 stores in OH in early April (it is waiting for 

regulatory approval for the ownership transfer of dispensaries #3 and #4, in Athens and 

Jeffersonville). It expects to open the fifth store in Portsmouth during 2Q25 (construction 

is underway).  

• For modelling purposes, we assume 4 stores for the full 2Q25 (2 for 1Q5); 5 in full for 

3Q25. We factor 7 stores in full by 1Q26 and 8 by 2Q26. We expect the company to double 

cultivation from 25k sq ft to 50k sq ft as the new stores open. 
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• It will pay a pending $2.6Mn for the two MSA stores, and estimates $4Mn in capex for the 

other four stores. In addition, it guides of $2Mn in maintenance capex. Cash flow 

generation will fund the scaling up in OH. Most of the acquisitions have been “funded” 

with advances to the sellers. 

• As the company reaches the 8-store mark, it will allocate most of its flower production to 

own stores, so wholesale as % of sales in OH should drop for Vext (mostly processed type 

products would be supplied to 3rd party stores). 

• It plans to pay down all non-mortgage debt by end of 2026 (about $6.5Mn this year and 

another $6.5Mn in 2026). 

• Like Green Thumb, Vext is among the very few MSOs that continue to pay income taxes 

in line with 280E regulations, and the company continues to do so, while also generating 

positive FCF. 

• Although the company won a processor license in KY, we expect this license to be sold, in 

our view, given the company’s focus on cash flow and the state of the balance sheet, and 

goals to scale in OH. 

• That said, we do not rule out Vext entering other states in the Midwest, either existing 

rec markets (MO?), and or future med markets in that region, provided the economics 

make sense. 

• Management does not rule out buying stores in AZ in the future, albeit it will likely wait 

for market prices to come down. 

• The company will exit its JV interests in CA (50% interest) and OK (25% interest). 

 

Valuation and share price scenarios. For spot EV purposes, we calculate an EV of $62Mn; the 

market cap is $31Mn (247.7mn shares at 13c) and net debt is $31Mn. On a spot basis taking 4Q24 

results, Vext trades above the public MSO group at 1.5x sales (MSOs at 1.3x) and below on EBITDA 

(4.8x vs. 6.6x). On a projected basis, the stock valuation is attractive, in our view. On our projected 

estimates, by 4Q25 Vext would be trading at 1.1x sales and only 3.3x EBITDA (CY26: 0.6x and 1.9x, 

respectively). We realize our forward estimates are sensitive to the evolution of the OH market 

(new AU rules; increase in the number of licenses) and Vext’s ability to scale in that market. That 

said, on our positive FCF assumptions, we project EV of ~$50Mn by CY26. While we do not set price 

targets, we calculate Vext could have ~5x valuation upside by late Dec’25 (on 1yF basis), if the stock 

could rerate to an EBITDA multiple more in line with the group (~7x) and maintain the new level 

of profitability. Yes, we realize the company is smaller and has higher debt load than the average 

MSO (although this should come down give FCF; we project net cash by CY27), but on the other 

hand the stock’s EBITDA torque to OH rec is the highest in the MSO group, per our estimates. 
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Table 1: Forward price scenarios (on EV/EBITDA multiples) under our base case financial estimates 

 
Source: FactSet, Z&A estimates 
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Table 2: Companies mentioned in this report. 

 
Source: Z&A 
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Appendix I: Company Financials 
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Exhibit 1: Financial highlights 

 
Source: Z&A estimates, company reports 
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Exhibit 2: Sales projections 

 
Source: Z&A estimates, company reports 
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Exhibit 3: Market growth assumptions 

 
Source: Z&A estimates, Headset, state official data 
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Exhibit 4: Cash Flow 

 
Source: Z&A estimates, company reports 
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Appendix II: MSO Valuation Comps 
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Exhibit 5: Valuation Comps – MSOs 

 
Source: FactSet and company reports 
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Exhibit 6: Spot EV calculation - MSOs 

 
Source: FactSet and company reports 
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Exhibit 7: Stock Performance 

 
Source: FactSet  
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Analyst Bio 

 

Pablo Zuanic is a well-known and highly rated equity analyst following the cannabis and psychedelics sector. Over the past five years he launched coverage of over 

40 companies in the US, Canada, and overseas (MSOs, LPs, CBD, ancillary, psychedelics), kept close track of sectoral trends, and followed the reform process in 

the US and elsewhere. His firm Zuanic & Associates publishes equity research on the cannabis and psychedelics sectors, both from a macro/sectoral level in a 

thematic manner, as well as specific reports on listed stocks. The research service is aimed at institutional investors and corporations. The firm is also available for 

short-term consulting and research advisory projects. At various points in his career, Pablo was II ranked and called as expert witness in industry investigations. 

He has a deep global background having covered stocks over the past 20 years in the US, Europe, Latin America, and Asia, across consumer sub sectors. Prior 

employers include JP Morgan, Barings, and Cantor Fitzgerald. An MBA graduate of Harvard Business School, he started his career as a management consultant, 

which brings a strategic mindset to his approach to equity research. Pablo Zuanic can be contacted via the company’s portal www.zuanicassociates.com; via email 

pablo.zuanic@zuanicgroup.com; or via X @420Odysseus. 
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Disclosures and Disclaimers 

 

About the firm: Zuanic & Associates is a domestic limited liability company (LLC) registered in the state of New Jersey. The company’s registered address is Five Greentree Centre, 525 Route 73, N 

Suite 104, Marlton, New Jersey 08053, USA. Pablo Zuanic is the registered agent. The firm publishes equity research on selected stocks in the cannabis and psychedelics sector, as well as thematic 

macro industry notes. The firm also provides consulting and advisory services. Potential conflicts of interest are duly reflected in the respective specific company reports.  

Analyst Certification: The publishing analyst, whose name appears on the front page of this report, certifies that the views expressed in this independent research report accurately reflects his 

personal views about the subject securities or issuers discussed in this report. His opinions and estimates are based on his best judgement at the time of publication and are subject to change without 

notice. As per the company’s policy, the author of this report does not own shares in any company he covers. 

Other: This report is for use by professional and or institutional investors only, and it is deemed impersonal investment advice, published on a bona fide and regular basis. This report is for informational 

purposes only and is based on publicly available data believed to be reliable, but no representation is made whether such data are accurate or complete. As such, this report should not be regarded 

by its recipients as a substitute for obtaining independent investment advice and/or exercise of their own judgement. When making an investment decision this information should be viewed as just 

one factor in the investment decision process. Neither the publishing analyst, nor any of the company’s officers and directors, accept any liability for any loss or damage arising out of the use of all or 

any part of the analyst’s research.  

Risks: The financial instruments mentioned in this report may not be suitable for all investors and investors must make their own investment decisions based on their specific investment objectives. 

Past performance should not be taken as an indication or guarantee of future performance. The price, value of and income from, any of the financial instruments featured in this report can rise as 

well as fall and be affected by changes in political, financial, and economic factors. If a financial instrument is denominated in a currency other than the investor's currency, a change in exchange rates 

may adversely affect the price or value of, or income derived from, the financial instrument, and such investors effectively assume currency risk. 

Disclosure: Zuanic & Associates offers advisory and research services, and it also organizes investor events and conferences. The firm is often engaged by various operators in the cannabis industry 

(both plant touching companies and those providing services, private and public, in North America and overseas) on an ongoing or ad hoc basis. The company discussed in this report is a paying 

customer of the services provided by the firm. 

Copyright: No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or other electronic or mechanical methods, 

without the prior written permission of the author. 


