
 

 

10/29/2024 

  
 
 
 
 
 

 

 
 
 
 

Tilray Brands (TLRY) 
Company Update: Neutral 

Pablo Zuanic 
ZUANIC & ASSOCIATES 

pablo.zuanic@zuanicgroup.com 
420Odysseus; www.zuanicassociates.com 

mailto:pablo.zuanic@zuanicgroup.com


 

29 October 2024                       Tilray Brands: Company Update  

© 2024 Zuanic & Associates                                                   www. zuanicassociates.com 

  

2 

Updated Estimates Post Fiscal 1Q24 

We attach our updated model post the release of Aug qtr results (fiscal 1Q25). For a deeper dive, 

see our recent initiation of coverage report from 6/27/24, and Zoom video of our 10/23/24 fireside 

chat with Tilray CEO Irwin Simon. 

 

The big picture. While we rate the stock Neutral (mostly on relative valuation), we believe Tilray is 

one of those few cannabis companies building a global ecosystem of assets, brands, footprint, and 

facilities, combined with a robust balance sheet, that makes us think it should (still) be one of the 

industry leaders taking a 5 and 10-year view (in what should be a much larger and consolidated 

industry by then). True, the lack of a specific THC cannabis piece in the US, and mixed stock 

performance (partly on concerns about opex and shareholder dilution, which may not be entirely 

justified, in our view), does not put the stock at the top of MJ stocks investors at present, in our 

interpretation. Still, therein may lie a buying opportunity. For now, we prefer to remain sidelined 

until we get more visibility on (quoting verbatim from our initiation of coverage report): “near-

term questions about the pace of international growth (TAM ramp, holding on to international 

market share), ability to reverse rec share loss in Canada, potential US deal making, and delivering 

on positive free cash flow going forward”. Note: All numbers in US$ unless noted otherwise. 

 

Proforma revenue base. As per the FY24 10-K, proforma revenues for FY24 (ending May), 

assuming the A-B brands and Hexo had been booked for the entire fiscal year, would have been 

US$855Mn. We estimate the recent deal with MolsonCoors for four craft beer brands (Hop Valley, 

Terrapin, Revolver, Atwater) would add about another US$50Mn to the net sales proforma base 

(revenues from these brands will be booked from 9/1/24). 

 

Questions and matters will closely monitor in coming quarters, post the Aug qtr print (all in US$). 

• Revenue pace: Aug qtr net revenues of $200Mn were seemingly below the pace required 

to get to the full year target of $950Mn to $1Bn (the target was set before the recent 

acquisition of four MolsonCoors brands). That said, we realize seasonality plays a big 

factor in the May qtr, and, in addition, TLRY has various “organic” growth drivers (beer 

innovation, hemp drinks and other non-alc drinks) in the year ahead. 

• Opex trends: Reported cash SGA in 1Q25 was almost 34% of sales compared with 31% for 

FY24, despite the benefit of synergies from the HEXO and A-B craft beer deals. We assume 

this includes cash one-off items. But even adjusted EBITDA (adj for one-time items) was 

down 300bp when comparing 1Q25 with FY24 (average for the 12mo).  

• Share count. As per the latest 10-Q, there were 903.3mn common shares outstanding as 

of 10/8/24 vs. 875.5mn at the end of Aug’24 (1Q25), 831.9mn end of FY24 (May’24), and 

https://zuanic.worldflowconnect.net/opendirect/bf1edffd-6a34-40c8-8417-5d836d245362/240627%20Tilray.pdf?token=4a40ddcb-3c02-4706-aafe-4cde6154b4ea&extension=.pdf
https://youtu.be/CCRoHUxazvg
https://youtu.be/CCRoHUxazvg
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656.7mn FY23 (May’23). Yes, the B/S is stronger, with net debt at the end of Aug’24 at 

$42Mn vs. $61Mn as of May’24 and $131Mn May’23. But with potential EBITDA in FY25 

of ~$70Mn (if we go by consensus), TRLY would seem under levered at 0.6x. We should 

be in a better position to judge once we know how this B/S strength is deployed (accretive 

and strategic M&A?). In terms of net revenues per share, if we take full year proforma 

revenues of $905Mn on 903mn shares this is equivalent to $1 of net sales per share. In 

FY23 sales were $627Mn and the share count was 657mn, or $0.95 rev/share. So, at least 

the increased share count has been accretive in terms of revenues per share. On future 

organic top line growth and synergies, we assume the increased equity base (i.e., share 

count) will also be accretive to EBITDA/share. 

• International outlook. Lack of international growth in the reported numbers is a concern. 

However, this is partly explained by minimal shipments to Israel now (a key destination 

for Tilray in the past). According to management, the German business is up 50%. Given 

capacity expansion in Germany (more strains), the strength of its Portugal facility, and 

“feet on the ground” in the key European markets, we believe Tilray should be a direct 

beneficiary of overseas growth in the coming quarters. 

• Ongoing share loss in the domestic rec market: In the last call, management noted it will 

not seek price discounting in categories like infused pre-rolls and vape. But this does not 

mean, it will not defend its position in other categories. See our recent report 3Q24 Hifyre 

Trends. 

 

Potential drivers of revenue growth. We believe these three pieces will be key to the company’s 

ability to deliver proforma growth. Of the three, we should be the most confident on international 

MMJ sales given the significant growth in Germany since April, plus ongoing growth in Poland, UK, 

and Australia. We have less visibility on the other two (regarding organic proforma growth). 

• International cannabis sales –  management claimed one-offs (permits, delays) explained 

the lack of seq growth in the Aug qtr. Given the growth pace in Germany, in theory, the 

company should see a ramp in international revenue. But international net sales were 

$14.0Mn in the Feb qtr, $13.1Mn in May, and $12.2Mn in Aug. 

• Organic growth of the US beer unit – supposedly the top line opportunity is explained by 

the previous owners of these brands not having focused enough on them, and now TLRY 

will invest, innovate, and focus more attention on them. 

• Hemp drinks and other non-alc beverage innovation – HDD9 drinks could be a significant 

opportunity, with some brands in the hemp-derived D9 space claiming 3-4x yoy growth 

and already approaching >$30Mn in sales. Is TLRY too late, or can it quickly realize share 

gain given its stronger distribution? Probably, the latter, but this is not 100% clear at this 

point. 

 

https://zuanic.worldflowconnect.net/opendirect/be94161f-746a-42df-affb-652f512efd0a/241028%203Q%20Canada.pdf?token=844e9329-3569-493c-bece-93b16c0475a0&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/be94161f-746a-42df-affb-652f512efd0a/241028%203Q%20Canada.pdf?token=844e9329-3569-493c-bece-93b16c0475a0&extension=.pdf
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Valuation and stock performance. We calculate a spot EV of US$1.67Bn, which implies 1.7x the 

mid-point of FY25 sales guidance. If we strip out the cannabis assets (see SOP analysis), we 

calculate the cannabis piece trades at 4x spot EV/sales, well above peers (~1x). We think that 

premium may be a strategic asset, if it can be properly utilized to position the company well ahead 

of key regulatory unlocks globally. Sure, there are plenty of cheaper stocks, but Tilray has the 

liquidity (one the two most liquid cannabis stocks, and one of the few for which investors can get 

bank/broker custody), a large market cap, and a significant cash balance, plus “assets in place” 

already, which, in our judgment, make the long-term investment case more credible. Indeed, 

management says it has the “strategy and assets in place to win” in the global cannabis industry. 

Yes, we believe TLRY should be a long-term holding in any global portfolio of cannabis stocks. As 

we stated in our initiation report, we have preferred to say Neutral (partly on valuation) until we 

have better line of sight on: a) actual international markets growth and how TLRY directly benefits 

(can it hold on to share); b) Tilray’s ability to reverse recent domestic rec market share loss, c) 

accretion, nature, and scope from future US deals, and c) progression of key financial metrics 

improve (FCF, EBITDA per share).  

 

See links to our previous two report 

• Fiscal 4Q24 (May qtr) Review (7/29) 

• Initiation of Coverage (6/27) 

  

https://zuanic.worldflowconnect.net/opendirect/40337450-981a-4961-ab54-cb5be86814d9/240729%20Tilray.pdf?token=d92a88ef-8f27-43ca-9be0-8da29e121821&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/bf1edffd-6a34-40c8-8417-5d836d245362/240627%20Tilray.pdf?token=4a40ddcb-3c02-4706-aafe-4cde6154b4ea&extension=.pdf
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Table 1: Stocks mentioned in this report 

 
Source: Z&A ratings 
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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: Divisional Split 

 
Source: Z&A estimates, company reports 

 

  



 

29 October 2024                       Tilray Brands: Company Update  

© 2024 Zuanic & Associates                                                   www. zuanicassociates.com 

  

9 

Exhibit 3: Cannabis Projections 

 
Source: Z&A estimates, company reports 
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Exhibit 4: Canadian Cannabis Rec Market Assumptions 

 
Source: Z&A estimates, company reports 
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Exhibit 5: International Cannabis Sales Assumptions 

 
Source: Z&A estimates, company reports 
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Exhibit 6: Income Statement 

 
Source: Z&A estimates, company reports 
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Exhibit 7: Cash Flow 

 
Source: Z&A estimates, company reports 

 



 

29 October 2024                       Tilray Brands: Company Update  

© 2024 Zuanic & Associates                                                   www. zuanicassociates.com 

  

14 

Exhibit 8: Balance Sheet 

 
Source: Z&A estimates, company reports 
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Appendix II: Valuation Comps 
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Exhibit 9: Canadian LPs Valuation Multiples 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 10: Canadian LPs EV Calculations 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 11: Canadian LPs EV Calculations (market-implied valuation of cannabis stub) 

 
Source: FactSet, company reports, and Z&A estimates 

 

Exhibit 12: Canadian LPs EV Calculations (market-implied valuation of cannabis stub) 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 13: US MSO Valuation Multiples 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 14: US MSOs EV Calculations 

 
Source: FactSet, company reports, and Z&A estimates   
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Exhibit 15: 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, Canada, Germany, Australia, 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 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. Now, more than a year since its inception, the firm has collaborated with over 25 companies 

(in North America and overseas; plant touching and service providers; public and private), both on an on-going basis as well for specific projects. At various points 

in his career, Pablo Zuanic 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 at 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, research, 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. 

 


