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Updated Views 

We rate Canopy Growth (NASDAQ: CGC) Neutral. We attach our updated estimates and views post 

March qtr results (out on Fri 5/30). All $ numbers are in C$ unless noted otherwise. 

 

About the Mar’25 qtr. Instead of starting with sales and margins, here we reverse the order and 

focus first on the share count, B/S, and cash flow. 

• During FY25 (ending Mar’25), CGC raised $386Mn in equity. However, during that time, 

net debt only fell from $394Mn to $173Mn due to negative free cash flow of -$177Mn 

(capex was $11Mn). That said, 4Q25 (Mar) FCF of -$36Mn is an improvement vs. the 

average of -$61Mn for the prior seven quarters. 

• The share count as of 3/31/25 was 210.1mn (211.5mn as of 5/28/25), ~2x vs. 117.4mn at 

the end of March 2024. Per management, the debt paydowns, while dilutive, are helping 

CGC bring down the net interest expense load (net interest for the Mar’25 qtr was -$13Mn 

vs. -$19Mn in the Mar’24 qtr). 

• Debt remains high (-$173Mn or close to 0.7x sales), especially in the context of negative 

EBITDA and FCF. Management expects to reach positive EBITDA in the coming quarters. 

In fact, adj EBITDA of -$9Mn was a significant improvement vs. over $80Mn in negative 

EBITDA on average for the prior seven quarters (all this despite lower gross margins). CGC 

may also rely on its at the market (ATM) equity facility (>US$173Mn left) to further bring 

down debt. 

• Like other LPs, CGC is now more focused on profitable top line growth. So, the decline in 

sales should be seen in that context, partly. Net revenues of $65Mn in the Mar’25 qtr 

were down 11% yoy (LFL) and -13% qoq. The domestic rec/med businesses was mostly 

stable (rec -4% qoq to $20.4Mn; med up 2% to $20Mn), but international (weakness in 

Poland, Australia) and S&B were down. These last two business units have higher margin, 

so this caused a negative effect for the qtr (besides a qoq drop in gross margins across all 

units). 

 

Outlook commentary. 

• Totals sales should be flat to up slightly in the June qtr (with S&B a headwind), with gross 

and EBITDA margins improving. 

• New CEO Luc Mongeau believes CGC has “the ingredients to be a winner in domestic and 

international cannabis” and grow the S&B vaporizer business. Greater focus, an optimal 

structure, and better “cross functionalization” should help CGC garner positive EBITDA in 

the coming qtrs, and later positive FCF. For example, the medical cannabis business (MMJ) 
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now operates as one single structure; about a third of the lowest performing SKUs in rec 

have been cut; will cut $20Mn in opex in the next 12-18 months. 

• In terms of growth initiatives, in domestic rec it recently launched all-in-one vapes (under 

the Tweed and 7Acres brands) and the entry into infused pre-rolls (Claybourne) is deemed 

successful. It will also launch a new S&B device in the back half of this fiscal year (but sales 

are seen down for fiscal 1H). At C-USA (fully operational; stream-lined ops), the goal is to 

leverage the brands and footprint to grow. Besides cost savings, the mix benefits should 

drive gross margin expansion. A more consistent supply chain is expected to help boost 

international revenues. 

 

On C-USA. These businesses at the CGC level will be reported at fair value on the B/S, but P&L 

metrics will not be consolidated. The fair value for these assets as of 3/31/25 was booked at 

$180Mn ($145Mn in the form of a loan). 

• The reported numbers for CY24 (Note 13 from the FY25 end Mar’25) are not very helpful, 

as the Wana, Jetty, and Acreage deals, all closed at different times staring in May 2024 (in 

the case of Acreage on 12/9/24).  So, although Note 13 says “8 months”, it is not really 8 

months of total CUSA, but 8mo for the deal that closed first. 

• Based on 10-Qs filed by Acreage thru Sep’24, we know its reported sales for Jan-Sep 2024 

were down 27% yoy (and gross profits -57%). Adj EBITDA margin for the period was 3.6% 

vs. 14.1% for Jan-Sep 2023. For context, Acreage reported sales of $223Mn for CY23. 

• Management said on a proforma basis for CY24, C-USA revenues were around $215Mn 

vs. $300Mn for the prior year, with the bulk of the decline driven by weakness at Acreage. 

Financial pressures have also translated to vendor issues and limited investments, with 

the company not able to tap on all revenue opportunities (especially in NJ and NY). All 

this in the context of macro industry challenges, including the slow ramp of OH rec sales). 

• Per the press release, “Acreage is currently in default under its credit agreement dated as 

of 9/13/24. The lenders have agreed to forbear exercising any remedies with respect to 

such default until 6/1/25, while the parties discuss potential solutions, including a 

potential debt extension”. Among the alternative, we assume CGC could buy some of the 

debt, as it did with a mortgage REIT last year. 

 

Valuation. CGC shares fell 20% on Fri 5/30 post the 4Q print, and another 8% on 6/2, mostly due 

to dilution concerns (future ATM usage plus other capital raising efforts), that may be somewhat 

overdone. CGC shares are down 13% in the last 90 days, compared with flat for the large cap LP 

group (S&P500 0%). On and off reform news flow from the US has also has a bearing on the stock 

(it is the most liquid path for day-traders betting on US reg news flow). All that said, the valuation 

is now above the peer group. We calculate an EV of C$527Mn (211.5mn shares at C$1.66 plus 
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RSUs; net debt of C$173Mn), or 2x annualized March qtr sales compared with ~1.5x for the likes 

of Aurora, Auxly, Cannara, and well below 1x for the rest of the Canadian LP group (Cronos trades 

at -2.4x). The valuation is seemingly reach but we think it reflects CGC’s more direct US optionality 

vs. peers. All that said, while we recognize the company’s progress on FCF and EBITDA, we prefer 

to remain sidelined for now given current challenges at C-USA, lack of visibility on US reform, and 

debt leverage.  

 

Table 1: Companies mentioned in this report 

 
Source: Z&A 

 

 



 

3 June 2025                                Canopy Growth: Update Post Fiscal 4Q25 (Mar)  

© 2024 Zuanic & Associates                                        www. zuanicassociates.com 

  

5 

 

 

 

 

 

Appendix I: Company Financials 
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Exhibit 1: CGC Consolidated Financial Highlights 

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

 
Source: Z&A estimates, company reports 
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Exhibit 3: CGC Consolidated Cash Flow Projections 

 
Source: Z&A estimates, Hifyre, StatCan, company reports 
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Appendix II: Valuation Comps 
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Exhibit 4: Canada LPs - Valuation Multiples (consolidated multiples) 

 
Source: FactSet and company reports 
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Exhibit 5: Canada LPs - EV Calculations 

 
Source: FactSet and company reports 
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Exhibit 6: US MSOs - Valuation Multiples (consolidated multiples) 

 
Source: FactSet and company reports 
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Exhibit 7: US MSOs - EV Calculations 

 
Source: FactSet and company reports 
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Exhibit 8: 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. 
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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. 

 

 

 


