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Why Canopy Growth's deal with Constellation was
the best - and worst - thing for the shares
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For Canadian cannabis company Canopy Growth Corp (NYSE:CGC,
TSX:WEED), an additional US$4bn investment from beer producer
Constellation Brands Inc (NYSE:STZ) may have felt like a godsend, boosting
its shares double digits after less-than-impressive quarterly results.
However, trader and market commentator Tim Collins said the deal may be the
worst thing to ever happen to Canopy in the short-term, shaping the company's
narrative in a way that makes unattached Tilray Inc (NASDAQ:TLRY) the more
appealing cannabis stock.
$CGC getting money from $STZ may have been the worst thing that could
happen to it (short-term) from a stock performance standpoint when you
compare it to $TLRY

Share Information

However, unless TLRY gets a cap raise done soon, CGC made the better longterm move
— Tim Collins (@RetroWallSt) September 18, 2018
"Everyone loves a mystery; the excitement of the unknown, the potential of
what may come," Collins told Proactive Investors in an email. "Without a deal,
bulls can dream about whatever potential fits their narrative."

Code:
Listing:
52 week

WEED
TSX
High
70.98

Low
18.23
Cannabis

Sector:
Website:

canopygrowth.com

Company Synopsis:

The deal gave Constellation a 38% stake with the option to scoop up even
more shares, bringing its ownership stake to 50%.
READ: Cannabis short-sellers may be forced to cover soon as huge losses pile
up, says S3 Partners
Constellation can buy another 88.5 million shares for just over US$40 per
share and then an additional 51.3 million shares at the volume weight average
price at the time of exercise.
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"The potential for a 'dream' deal is gone. Pushing shares speculatively higher
loses appeal when Constellation can buy them 'below' market. Would they
quickly sell? Probably not, but you can never say never," said Collins.
Canopy secured long-term stability via its deal, but lightning almost never strikes the same place twice.
It's unlikely another deal like this will come its way, shifting investor attention to the potential of other cannabis stocks,
like Tilray.
"Anticipation flew past unabated excitement straight into delirium and short-squeezes," said Collins, who is well-known
for his options trading strategies.
However, don't expect Canopy Growth to go up in smoke anytime soon.
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READ: StoneCastle Cannabis Growth Fund gives investors exposure to high-flying cannabis stocks
When comparing the two cannabis companies, Collins notes that at the end of the day, Canopy has the money in the
bank.
Tilray has the higher market cap but Canopy has US$4bn in cash while Tilray's balance sheet is less impressive.
The company raised around US$150mln in its initial public offering in July, but Collins forecasts a secondary offering on
the horizon if Tilray doesn't land a multi-billion dollar deal of its own.
"It's going to need a doozy of a deal to keep the price elevated. It's simply hard to imagine any big name will pay
significantly more in terms of valuation than what Constellation paid for CGC," said Collins.
For those debating between Canopy Growth and Tilray, Collins said that he would bet on the company with money in
the bank rather than money on paper.
--At the time of publication, Collins had a position in Tilray put butterfly options
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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.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk
Powered by TCPDF (www.tcpdf.org)

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

