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Key Highlights: 

• Stock down 20% on dividend cut and 

earnings guidance set below estimates. 

• 25% discount to BVPS; >13% div yield. 

• New loan deployment and management 

of underperforming loans has improved 

the AFCG book’s blended quality. 

• We see further improvement as the loan 

book expands ($380Mn pipeline). 
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Company Update 

We attach our thoughts post the release of 4Q results, revised guidance, and dividend cut. 

 

Dividend cut. Distributable earnings per share guidance for 1Q25 and 2Q25 was set “at or about” 

23c, after 29c in 4Q24 (which was a drop from 35c in 3Q24). AFCG pays 85-100% of distributable 

earnings in dividends. After the spin-off of the commercial assets (effective July 8th) and following 

a strong 3Q24, it had declared (on 12/13/24) a 4Q24 dividend of 33c (payable in January).  But the 

“distributable earnings” figure (lumpy by nature quarter to quarter) is not entirely reflective of 

what we would call a recurring number, as it also includes at times early payments fees as well as 

interest cash payments from loans in non-accrual status ($1.7Mn cash interest was collected in 

3Q24 from the loan to the subsidiary of private company G). Also, the 3Q numbers had been 

flattered by temporary lower-than-normal management and incentive fees post the spin-off of the 

CRE assets. So, despite the loan book expansion, lingering and worsening issues with loan G (see 

4Q call transcript for details), and somewhat lower rates on recent additions to the book, have led 

management to set guidance for distributable earnings lower. 

 

While unfortunate and unexpected, the dividend cut should not mask significant progress made 

by AFCG in the last year. The company deployed $135Mn in nine new (good quality) loans during 

CY24 (this was ahead of the target of $100Mn), as it collected $119Mn in paydowns from five 

underperforming loans (including $84Mn from the loan to Acreage picked up by Canopy Growth). 

Loans to Sunburn (FL) and Story (MD) accounted for ~$90Mn of the capital deployed in CY24. Re 

book expansion in 2025, so far AFCG has committed $15Mn to Story of Ohio, has term sheets for 

other loans, and points to a $380Mn pipeline (future loans will typically be in $10-40Mn range). It 

has $89Mn available from its credit lines; it may also recover proceeds from underperforming loans 

(private company A divested its GA assets for $15Mn; proceeds have not been released yet by the 

receiver). Of the $357Mn in principal outstanding at YE24, $146Mn is in non-accrual status ($79Mn 

from loan G; $55Mn loan(s) A; $12Mn loan K), with part booked for sale (loans held for investment 

at fair value were booked at $30.5Mn). We realize loans under non-accrual may still pay cash 

interest and that this will be reflected in interest income, but the guidance partly reflects less 

confidence on these inflows. Unrealized losses on the B/S were $19.7Mn at YE24 (or 88c/share); if 

recovered, and counting $30Mn in CECL reserves, they could both together represent $2.24 to 

BVPS (we note the stock closed at $6.76 on 3/13/25, about $2.26 off BVPS). 

 

Valuation. The stock fell 20% on Thursday 3/13, following the 4Q print announcement and DPS 

cut. At $6.76, the stock trades at a 25% discount to BVPS (vs. REFI 3% premium) and the new 

dividend (23c) represents a yield of 13.6% (REFI 12.3%). Given the new dividend represents 100% 

of the distributable earnings guidance for 1Q25 and 2Q25, it carries higher risk than that of MJ 

finco peers, in our view. We will keep the Overweight stance, in part due to loan book’s growth 
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potential and improving quality. Further transformation of the book towards top quality operators 

(and as underperforming loans are clear/solved) should be a key catalyst for the stock. But, in our 

view, for the stock discount to BVPS to narrow, we think management will need to provide greater 

disclosure regarding what we would call “recurring” interest income (splitting out any one-time 

benefits as well as any income from loans in non-accrual status; this is only partly reflected in the 

10-Qs and 10-Ks commentary) to better gauge the sustainable distributable earnings run rate. 

 

Table 1: MJ Lenders Valuation Comps 

 
Source: FactSet, company reports, Z&A estimates 

 

Table 2: MJ Lenders Valuation Comps 

 
Source: FactSet (may not reflect the latest company disclosure and or news flow) 
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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: Adj Earnings and FactSet Consensus 

 
Source: Z&A estimates, company reports 
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Exhibit 3: Income Statement 

 
Source: Z&A estimates, company reports 
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Exhibit 4: Balance Sheet 

 
Source: Z&A estimates, company reports  



 

14 March 2025                          Advanced Flower Capital: Company Update  

©2024 Zuanic & Associates                                                www. zuanicassociates.com 

  

9 

Exhibit 5: Cash Flow 

 
Source: Z&A estimates, company reports. 
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Appendix II: Valuation Comps 
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Exhibit 6: Valuation Comps for Lenders to the Cannabis Industry (per latest disclosure – may differ from FactSet headline numbers) 

 
Source: Z&A estimates 
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Exhibit 7: mREITs 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 8: Industrial REITs  

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 9: BDCs 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 10: US MSO Valuation Multiples 

 
 Source: FactSet, company reports, and Z&A estimates  
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Exhibit 11: Stock Performance 

 
Source: FactSet 
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Appendix III: Bio and Disclaimers 
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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. 

 

  

http://www.zuanicassociates.com/
mailto:pablo.zuanic@zuanicgroup.com
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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. 

 

 


