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Canaccord initiates coverage of The Valens
Company as Speculative Buy with $8 price target

2.44

Price:

$306.23 m

Market Cap:

Canaccord Genuity has initiated coverage of The Valens Company
(CVE:VLNS) (OCTMKTS:VLNCF) with a Speculative Buy recommendation and
a $8 price target.

1 Year Share Price Graph

"In our view, Valens is a Canadian leader in services relating to cannabis
extraction, purification, formulation and manufacturing. As the company
leverages this platform to ramp up sales domestically and abroad, we believe
2020 will be a breakout year," analysts Kimberly Hedlin and Alisa Nagorny
wrote.
The analysts noted that Valens, as a leading third-party recreational cannabis
manufacturing platform, has "five extraction types, Canada's only hydrocarbon
line, proprietary delivery technologies, and a broad offering of 2.0 products."

Share Information

READ: The Valens Company strikes two new multi-year supply and
extraction deals
For example, Valens is contracted to provide extraction services to 11 licensed
producers and has signed 11 higher-margin white label agreements -- including
one to develop cannabis products for Shoppers Drug Mart, one of Canada's
biggest retail pharmacy chains.

Code:
Listing:
52 week

VLNS
TSX-V
High
4.1

Low
1.75
Cannabis

Sector:
Website:

thevalenscompany.com

Company Synopsis:
The Valens Company&nbsp;is a multilicensed, vertically-integrated cannabis
company focused on being the partner of
choice
for
leading
Canadian
and
international cannabis brands by providing
best-in-class, proprietary services including
CO2, ethanol, hydrocarbon, solvent-less
and terpene extraction, analytical testing,
formulation
and
white-label
product
development.

The analysts also said they expect demand for Valen's services to remain
strong throughout 2020.
"With 240,000 kg in volumes under contract, we believe Valens has solid
earnings visibility and limited exposure to declining commodity prices. The
company is currently negotiating up to 50 white label contracts, which could
have a significant impact on 2020 revenues and margins, while diversifying
Valens' customer base," they wrote.
"We believe growing flower inventories, initial 2.0 product quality issues, capital
constraints and a general trend toward specialization also bode well for the
company."
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Valens is currently Canada's most profitable public cannabis company, the analysts said, adding that the company is
expected to keep boosting revenue quarter-to-quarter as it shifts from basic extraction toward sales of higher-value
distillate and white-label products. They added Valens is fully funded to execute its business model, which they see as
sustainable.
"We expect 2020 to be a transformational year with potential catalysts surrounding white label contracts, new product
launches, positive FCF, and international expansion plans," they wrote.
"While not necessarily a 2020 catalyst, Valens could also be an attractive acquisition target for liscenced producers and
industry newcomers given its asset platform and EBITDA-positive operations."
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Valens' shares traded around C$3.74 in Toronto and US$2.85 in New York.
Contact the author: patrick@proactiveinvestors.com
Follow him on Twitter @PatrickMGraham
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of The Valens Company named herein, including the promotion by the Company of
The Valens Company in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty
Five
Thousand
dollars
($25,000).
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