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Company Update 

Note: Village Farms is the only cannabis company anointed by the DEA as one of the 25 DPs 

(“designated participants”) in the ALJ Hearing for the rescheduling of cannabis to Schedule 3. 

The company is represented by high profile attorney Shane Pennington (from Porter Wright). 

 

Outlook and other forward commentary. 

• Temporary sales disruptions in 2H, but normalizing. Strong demand in 1H (shipments) 

led to stock outs in some cases, impacting 3Q sales, and this issue will only normalize by 

1Q25, according to management. The latest Hifyre data for Nov still shows softer 

domestic rec sales for VFF (see below). All in the context of a softer Canadian rec market 

(slowing demand). That said, VFF is ramping up innovation.  

• Recent innovation. Besides launching new flower strains and expanding SKUs for the 

milled flower line (under Super Toast), VFF is expanding in all-in-one vape (Super Toast 

AIO) and now has launched a new line of infused pre-rolls (a new twax blunt called “The 

Canna Czar, presented by Soar). See our recent reports on vape AIOs and infused pre-rolls 

(including our 3Q macro update). 

• Domestic pricing trends. Ex one off items, branded sales margins are back to the 30-40% 

range, and VFF has managed to increase prices for some branded SKUs. Strong demand 

for B2B (partly being reshipped overseas) has seen prices move up ~20% in that segment, 

so although B2B carries lower margin than branded, B2B margins are up. Management 

estimates that overseas demand (Germany) has boosted the B2B segment and calculates 

about a third of its “domestic” B2B sales are reexported by various traders/LPs (it says 

two VFF strains are among the top performers in Germany). 

• Product allocation: Canada vs. International. VFF is also focused on growing overseas 

(with sales to Germany, Australia, and UK up 2x yoy) and will allocate Canadian production 

output based on ROI (it has no plans to expand domestic capacity by converting the 

remainder of its BC tomato greenhouses). Yes, pricing trends in Canada are stabilizing 

(improving in some cases) and VFF continues to innovate, but it also recognizes the more 

attractive economics of international shipments. 

• B2B vs. branded, globally. From a strategic point of view, VFF will prioritize the branded 

domestic cannabis business and international. In this sense, it will sell less into the B2B 

market for domestic purposes, allocating more output to its suite of domestic brands 

(value, mainstream, premium), and will gradually take more control of its international 

route to market over time. We would not rule out a minority investment in, say, Germany, 

as it has in Australia. 

https://zuanic.worldflowconnect.net/opendirect/09a6b310-cbb9-4885-bc94-aa5313dfc6a6/241111%20Vape%20in%20CA,%20MI,%20and%20Canada.pdf?token=eb3b5cc6-35cd-45ba-964f-e11bbc499c3a&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/8b2ec958-94cb-4e77-a47e-216f9040a2b7/240213%20Canada%20Infused%20Pre-Rolls.pdf?token=6b72cae3-c199-49b0-9bbc-777511d1031a&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/be94161f-746a-42df-affb-652f512efd0a/241028%203Q%20Canada.pdf?token=f4faac88-61fe-4324-b374-0b4566dadf59&extension=.pdf
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• Holland: Cultivation has begun, and sales should start by 1Q25. See our deep dive report 

on the VFF upside from the Dutch Pilot program.  

• Management view. For greater strategic color, see our recent Zoom call with VFF senior 

management (link). 

 

Read from the Hifyre data for Oct/Nov. Rec market growth improved seq, with Oct/Nov up 6.7% 

yoy vs. +4% yoy growth in 3Q24 and +5.2% in 2Q24 (+8% in 1Q24; +14.4% in CY23). However, 

growth decelerated for VFF to +1% in Oct/Nov vs. +21% in 3Q24. Re the other top 10 players (in 

order based on Nov month share): Tilray -21% vs. -23%; OGI +13% vs. +16%; Auxly +33% vs. +19%; 

Motif +10 vs. +1%; Cronos +4% vs. +20%; Decibel -23% vs. -25%; Cannara +67% vs. 41%; Weed Med 

+23% vs. -3%; Canopy -21% vs. -34%. Nov market shares (for the month): Tilray 9.1%; OGI 7.0%; 

VFF 6.2%; Auxly 5.6%; Motif 5.3%; Cronos 5.1%; Decibel 4.7%; Cannara 4.0%; Weed Me 2.9%; 

Canopy 2.3%. 

 

Stock not being credit for what has been accomplished (via a gradual long-term approach). We 

believe the stock valuation partly suffers from the exposure to the produce business, in the sense 

of what we would call a “complexity discount” (how to value the volatile produce business?). That 

said, VFF should get credit for its methodic/gradual approach to cannabis. In the domestic market 

over the years it has gone from mostly B2B to branded, and it is now a consistent top 3 player. 

Also, VFF is certainly more than just a domestic producer, with an expanding export business 

(>C$15Mn annually, if we take one third of B2B), investments overseas (Holland, Australia), and 

room to take more control of its route to market overseas. VFF also has US optionality (in hemp 

via CBDistillery and to federal legalization via its TX produce greenhouses). 

 

Valuation. At US$0.80 per share (the stock is down only 10% in the last 30 days vs. -16% for the LP 

group and -33% for the MSOS ETF), we calculate an EV of US$120Mn (112mn shares; net debt of 

$19Mn; $10Mn in redeemable non-controlling interest; $1Mn in leases net of right of use assets). 

So, taking the spot EV of US$120Mn, VFF trades at 0.4x consolidated current sales estimates (0.3x 

our CY25 numbers), and 5.6x EBITDA (5.4x on our CY25 numbers). If we strip out produce at $30Mn 

(5x normalized EBITDA of $6Mn), US CBD at 1x sales ($20Mn), and value the Texas greenhouses at 

$50Mn, that would mean the cannabis unit is valued at US$19Mn, or 0.1x our CY25 sales estimate 

for the cannabis unit (ACB and TLRY are above 1x consolidated sales) and 3x EBITDA. We realize 

questions about the value and upside optionality of the non-cannabis assets are subject to debate, 

but that should not take away from the argument of attractive hidden value in VFF shares. Net, 

investors can buy a leading cannabis producer (one with a sustainable and disciplined financial 

model, the lowest production costs, and international optionality) at a compelling valuation – and 

one that is NASDAQ listed. 

  

https://zuanic.worldflowconnect.net/opendirect/d79b1b24-4e25-4e9a-ab40-248c353f7966/240927%20Dutch%20Pilot.pdf?token=36added0-e217-4010-b1b4-33dfd5163988&extension=.pdf
https://youtu.be/awGj-MbSpGk
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Table 1: Companies mentioned in this report. 

 
Source: Z&A 
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Appendix I: Company Financials 
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Exhibit 1: Consolidated Highlights 

 
Source: Z&A estimates, company reports 
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Exhibit 2: Divisional Split 

 
Source: Z&A estimates, company reports 
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Exhibit 3: Cannabis Projections 

 
Source: Z&A estimates, Hifyre, StatCan, company reports 
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Exhibit 4: Cash Flow 

 
Source: Z&A estimates, company reports 
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Appendix II: Valuation Comps 
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Exhibit 5: Canada LPs - Valuation Multiples (consolidated multiples) 

 
Source: FactSet and company reports 
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Exhibit 6: Canada LPs - EV Calculations 

 
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. 

 

  

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. 

 


