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What's Changed Old New

Rating BUY n.c.

Target $2.75 $2.00

Revenue 2018E (mm) $8.3 n.c.

Revenue 2019E (mm) $86.8 n.c.

Revenue 2020E (mm) $139.3 n.c.

EBITDA 2018E ($11.7) n.c.
EBITDA 2019E $16.7 n.c.
EBITDA 2020E $32.3 n.c.

Share Data
Share o/s (mm, basic/f.d.) 123.6 / 138.7
52-week high/low 2.76 / 0.83

Market cap (basic, mm) $124

Market cap (f.d., mm) $139
Net cash (mm) $32
Net cash (f.d., mm) $44

EV (f.d., mm) $95

Projected return 100.0%

Financial Data

FYE Dec 31 2018E 2019E 2020E

Revenue (mm) $8.3 $86.8 $139.3

EBITDA (mm) ($11.7) $16.7 $32.3

EV/EBITDA nmf 5.7x 2.9x

EPS (f.d.) -$0.17 $0.09 $0.20

P/E nmf 10.6x 5.0x

CFPS -$0.30 -$0.07 $0.04

P/CF nmf nmf nmf

Net cash (mm) $46.9 $31.8 $34.6

BVPS $0.69 $0.76 $0.97

P/BV 1.5x 1.3x 1.0x
All figures in C$ unless otherwise noted

Aleafia’s acquisition price appears too low 
Emblem announced yesterday a definitive agreement with Aleafia Health Inc. 

(ALEF-TSXV), where Aleafia will acquire all the outstanding shares of Emblem for a 

total transaction value of $173m. This friendly transaction is an all-stock deal in 

which Aleafia will issue 0.8377 shares for each share of Emblem, representing a 

purchase price of $1.21, a premium of 27% to Emblem’s closing price of $0.95. A 

shareholder meeting will occur before March 8, 2019 to vote on the transaction.  

Purchase price appears to undervalue Emblem. The price of $1.21 is low, in our 

view, for the following reasons: (1) the EV/forward sales multiple of ~1.5x is lower 

than average multiple of 3-5x forward sales seen in the sector; (2) the takeout 

price represent a ~5% premium to EMC’s 30-day VWAP, which is lower than the 

usual ~30% premium; and (3) EMC does not have operational or financial issues 

which could have weakened its bargaining power, but rather a bright outlook.  

Surprising outcome. While we acknowledge that large LPs benefit from a 

substantial valuation premium to peers, we are not convinced that a combination 

with Aleafia will help to narrow that gap. Further, we struggle to see what Aleafia 

brings to the table that Emblem was missing. While there will be synergies in 

combining both companies, they have not been quantified. Hence, we are 

puzzled by the decision of Emblem’s BOD to choose the Aleafia takeover as the 

best alternative given that it could have achieved similar results on its own.  

Could Emblem have been successful on its own? We consider that EMC has a 

bright outlook due to: (1) its solid endorsement from Shoppers which selected 

EMC as a preferred supplier; (2) its significant sourcing agreement with Aphria at 

what we believe are very attractive prices, reducing operational risk; (3) its wide 

reach in the recreational market with products distributed in four provinces; and 

(4) promising innovations such as the oral spray and sustained released tablets.  

Valuation and recommendation  

Maintaining our BUY rating and decreasing our target by $0.75 to $2.00. We are 

reducing our target price using a higher discount rate to reflect the company’s 

smaller size and recent cannabis sector re-rating. However, we are leaving our 

rating at BUY as opposed to TENDER to reflect our view that Aleafia’s offer price is 

too low. While we have limited visibility on shareholder support aside from 

commitments of 12% of shares from Emblem’s management team and BOD, we 

believe that support will be mixed. In addition, given Emblem’s low valuation, 

trading at 6x 2019 EBITDA, other potential bidders may take a look. Our target is 

based on a DCF using: 1) an 11.5% discount rate (10.5% previously), 2) 4.25% 

average share of the Canadian recreational market, 3) average EBITDA margin of 

20% (22% previously), and 4) a terminal growth rate of 3%.  
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Disclosures 
GMP FirstEnergy is a trade name and division of GMP Securities L.P. (“GMP”), and a trade name of FirstEnergy Capital LLP (together with GMP referred to as 
“GMP/FirstEnergy”).  The information contained in this report is drawn from sources believed to be reliable but the accuracy or completeness of the 
information is not guaranteed, nor in providing it does GMP/FirstEnergy assume any responsibility or liability whatsoever. Information on which this report 
is based is available upon request. This report is not to be construed as a solicitation of an offer to buy or sell any securities. GMP/FirstEnergy and/or 
affiliated companies or persons may as principal or agent, buy and sell securities mentioned herein, including options, futures or other derivative 
instruments thereon. Griffiths McBurney Corp. (“GM Corp.”), an affiliate of GMP accepts responsibility for the contents of this research subject to the 
foregoing. U.S. clients wishing to effect transactions in any security referred to herein should do so through GM Corp. GMP Securities L.P. will provide upon 
request a statement of its financial condition and a list of the names of its Directors and senior officers. 
 

The superscript(s) following the issuer name(s) mentioned in this report refers to the company-specific disclosures below. If there is no such superscript, 
then none of the disclosures are applicable and/or required. 
 

Company-Specific Disclosures: 
1   GMP/FirstEnergy has, within the previous 12 months, provided paid investment banking services or acted as underwriter to the issuer.  
2   RESERVED  
3   GMP/FirstEnergy owns 1% or more of this issuer’s securities. 
4   GMP Securities, LLC (“GMP LLC”), an affiliate of GMP/FirstEnergy, discloses the following in relation to this issuer as required by the Financial Industry 
Regulatory Authority (“FINRA”) Rule 2241: as applicable.  
5   The analyst is related to an officer, director or advisory board member of this issuer, but that related individual has no influence in the preparation of this 
report.  
6   The analyst has viewed the operations of this issuer and the issuer paid all or a portion of the travel expenses associated with the analyst’s site visit to its 
operations. 
7   The analyst has viewed the operations of this issuer. 
8   The analyst and/or a member of their household has a position in this issuer's securities. 
9   A member of the Board of Directors of this issuer is also a member of the Board of Directors of GMP Capital Inc., but that individual had no influence in 
the preparation of this report. 
10 The analyst owns this issuer's securities in a managed account but has no involvement in the investment decisions for that managed account.  
 

Each research analyst and associate research analyst who authored this document and whose name appears herein certifies that:  
(1) the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all of the securities or issuers 
discussed herein that are within their coverage universe; and (2) no part of their compensation was, is or will be, directly or indirectly, related to the 
provision of specific recommendations or views expressed herein. 
 

GMP/FirstEnergy Analysts are not registered and/or qualified as research analysts with FINRA and may not be associated persons of GMP LLC and therefore 
may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account as defined by FINRA but are subject to the applicable regulatory rules as mentioned below.  
 
All relevant disclosures required by regulatory rules (including The Investment Industry Regulatory Organization of Canada, and Financial Conduct 
Authority), GMP/FirstEnergy’s recommendation statistics and research dissemination policies can be obtained at www.gmpsecurities.com or by calling 
GMP’s Compliance Department at 416-367-8600. 
 

GMP/FirstEnergy Analysts are compensated competitively based on several criteria.  The Analyst compensation pool is comprised of several revenue 
sources, including secondary trading commissions, new issue commissions, investment banking fees, and directed payments from institutional clients.   
 

The GMP/FirstEnergy research recommendation structure consists of the following ratings:  
 

Buy: A Buy rating reflects 1) bullish conviction on the part of the analyst; and 2) typically a 15% or greater return to target.  
Speculative Buy: A Speculative Buy rating reflects 1) bullish conviction on the part of the analyst accompanied by a substantially higher than normal risk, 
including the possibility of a binary outcome; and 2) typically a 30% or greater return to target.  
Hold: A Hold rating reflects 1) a lack of bullish or bearish conviction on the part of the analyst; and 2) typically a return of 0 to 20%.  
Reduce: A Reduce rating reflects 1) bearish conviction on the part of the analyst; and 2) typically a 5% or lower return to target.  
Tender: Clients are advised to tender their shares to a takeover bid or similar offer.  
 

Country Specific Disclaimers: 
Canada: GMP is a member of IIROC and a participant of the TSX, TSX Venture and the Montreal Exchange. 145 King Street West, Suite 300 Toronto, Ontario 
M5H 1J8 Tel: (416) 367-8600. 
UK and Europe: This material is distributed by FirstEnergy Capital LLP to persons who are eligible counterparties or professional clients. FirstEnergy Capital 
LLP is authorised and regulated by the Financial Conduct Authority.  85 London Wall, London, EC2M 7AD Tel: +44 (0)20 7448 0200 
Other countries: circulation of this report may be restricted by laws and regulations in other countries and persons in receipt of this document must satisfy 
any relevant legal requirements in that country. 
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Company Statistics 

Risk: SPECULATIVE 

52-week High/Low: $2.76 / $0.83 
Shares o/s ('000):  123,606 
Shares o/s (fd) ('000):  190,023  
Market Cap (fd) ('000): $195,724 
Cash ('000): $46,608 
Debt ('000): $24,568 
CEO: Nick Dean 
CFO: Alex Stojanovic  
Shareholders: Mgmt/Insider 4% 

Institutional 3% 

Financial Summary 

(YE Dec 31) 
$CAD FY17a FY18e FY19e FY20e 
Revenue ($K)  2,694   8,253   61,411   145,108  
EBITDA ($K)  (8,729)  (9,795)  5,483   39,912  
EBITDA (%) -324.0% -118.7% 8.9% 27.5% 
Net income ($K)  (12,101)  (21,373)  795   27,230  
EPS ($)  (0.14)  (0.16)  0.00   0.14  
EV/EBITDA na  na  19.2x 2.6x 
P/E na  na  246.2x 7.2x 

Quarterly EPS ($) Q1 Q2 Q3 Q4 
FY17  (0.04)a   (0.03)a   (0.03)a   (0.04)a  
FY18  (0.03)a   (0.04)a   (0.09)a   (0.01)e  
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Corporate Information 

Emblem Corp. is a fully integrated Canadian medical 
marijuana, healthcare and cannabinoid-based 
pharmaceutical company. Emblem has production 
facilities in Paris, Ontario. 

A Disclosure fact sheet is available on Pages 2-3 of 

this report. 

CORPORATE UPDATE   December 19, 2018

EMBLEM CORP. 
(V-EMC)  $1.03 (Intraday) 

RATING: TENDER TARGET: N/A 
(previously BUY) (previously $3.50) 

Aleafia to Acquire Emblem 

 EVENT: Aleafia Health (V-ALEF) and Emblem have entered into a
definitive agreement for ALEF to acquire all the issued and outstanding
common shares of EMC.

 DISCUSSION: The transaction is an all-share transaction valued at
approximately $173.2M (equivalent to $1.21/share of EMC), whereby
each EMC share will be exchanged for 0.8377 shares of ALEF. This
represent a 27% premium based on the closing prices of Aleafia and
Emblem shares on December 18th. Post-merger, existing ALEF
shareholders will own 59% of the combined entity and EMC
shareholders will own the remaining 41% on a fully diluted basis.

 The combined entity will have Canada’s largest cannabis clinic network
with access to 40 national medical clinics and education centres that
have served almost 60,000 patients and will have planned annual
capacity of 138,000kg in 2019 (including current supply agreements).

 Together ALEF and EMC will have nationwide and global distribution
channels including provincial supply agreements (AB, BC, ON, SK),
national medical distribution (Shoppers Drug Mart), national retail
distribution (Fire & Flower, Starbuds and OnePlant Network), Germany
medical distribution (through EMC’s JV with Acnos Pharma) and
Australia medical distribution (pending completion of ALEF’s transaction
with CannaPacific).

 ALEF and EMC currently have access to a combined $70M in cash
which allows the combined entity to utilize the cash for product
innovation and brand building, construction and development of
cultivation facilities and outdoor grow facility, footprint expansion efforts
and strategic investments.

 EMC shareholder support must exceed 66 2/3% in order for the
transaction to go through. We expect the shareholder vote to pass and
we anticipate the final closing date on this transaction will be in January
or February.

 IMPACT: Positive. The acquisition of Emblem by Aleafia will create an
entity with improved scale and expanded distribution channels. The offer
price is lower than we expected so there remains a chance for a
competing offer but we do recognize that the sector has been in a
declining market since its peak in mid-October.  We expect continued
consolidation in the sector, specifically with small to medium sized LP’s
in an attempt to scale up and gain additional market share.

 FORECAST/OUTLOOK: Our revenue forecasts for FY18, FY19 and FY20
are $8.3M, $61.4M and $145.1M (unchanged). Our EBITDA forecasts for
the same period are ($9.8M), $5.5M and $40.0M (unchanged).

 VALUATION/RECOMMENDATION: We are changing our rating to
TENDER (risk: SPECULATIVE) for Emblem Corp. (V-EMC).
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Disclosure Fact Sheet 

Ratings Price Volatility / Risk 
BUY : recommendation: stock is expected to appreciate from its current 
price level at least 10-20% in the next 12 months. 
NEUTRAL : recommendation: stock is expected to trade in a narrow range 
from its current price level in the next 12 months. 
SELL : recommendation: stock is expected to decline from its current price 
level at least 10-20% in the next 12 months. 
U/R : Under Review 
N/R : No Rating 
TENDER: Investors are guided to tender to the terms of the takeover offer. 
Analyst recommendations and targets are based on the stock’s expected 
return over a 12-month period or may be based on the company achieving 
specific fundamental results. Under certain circumstances, and at the 
discretion of the analyst, a recommendation may be applied for a shorter 
time period. The basis for the variability in the expected percentage change 
for a recommendation, relates to the differences in the risk ratings applied to 
individual stocks. For instance stocks that are rated Speculative must be 
expected to appreciate at the high end of the range of 10-20% over a 12-
month period. 

SPECULATIVE : The Company has no established operating revenue, 
and/or balance sheet or cash flow concerns exist. Typically low public 
float or lack of liquidity exists. Rated for risk tolerant investors only. 
ABOVE AVERAGE : Revenue and earnings predictability may not be 
established. Balance sheet or cash flow concerns may exist. Stock may 
exhibit low liquidity. 
AVERAGE : Average revenue and earnings predictability has been 
established; no significant cash flow/balance sheet concerns are 
foreseeable over the next 12 months. Reasonable liquidity exists. Price 
Volatility/Risk analysis while broad based includes the risks associated 
with a company’s balance sheet, variability of revenue or earnings, 
industry or sector risks, and liquidity risk. 

Analyst Certification 
I, Jason Zandberg, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly related to the specific recommendations or views 
expressed in this report. I am the research analyst primarily responsible for preparing this report. 

Research Disclosures 
 Applicability 
1) PI Financial Corp. and its affiliates’ holdings in the subject company’s securities, in aggregate exceeds 1% of each 

company’s issued and outstanding securities. 1) No 
2) The analyst(s) responsible for the report or recommendation on the subject company, a member of the research analyst’s  

household, and associate of the research analyst, or any individual directly involved in the preparation of this report, have a  
financial interest in, or exercises investment discretion or control over, securities issued by the following companies. 2) No 

3) PI Financial Corp. and/or its affiliates have received compensation for investment banking services for the subject company 
over the preceding 12-month period. 3) No 

4) PI Financial Corp. and/or its affiliates expect to receive or intend to seek compensation for investment banking services from 
the subject company. 4) Yes 

5) PI Financial Corp. and/or its affiliates have managed or co-managed a public offering of securities for the subject company 
in the past 12 months. 5) Yes 

6) The following director(s), officer(s) or employee(s) of PI Financial Corp. is a director of the subject company in which PI 
provides research coverage. 6) No 

7) A member of the research analyst’s household serves as an officer, director or advisory board member of the subject 
company. 7) No 

8) PI Financial Corp. and/or its affiliates make a market in the securities of the subject company. 8) No 
9) Company has partially funded previous analyst visits to its projects. 9) No 
10) Additional disclosure: 10) No 
 

General Disclosure 
The affiliates of PI Financial Corp. are PI Financial (US) Corp., PI Financial Services Corp., and PI Capital Corp. 
Analysts are compensated through a combined base salary and bonus payout system. The bonus payout is amongst other factors determined by 
revenue generated directly or indirectly from various departments including Investment Banking. Evaluation is largely on an activity-based system that 
includes some of the following criteria: reports generated, timeliness, performance of recommendations, knowledge of industry, quality of research and 
investment guidance, and client feedback. Analysts and all other Research Staff are not directly compensated for specific Investment Banking 
transactions. 
None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the 
prior express written permission of PI Financial Corp. 
PI Financial Corp.’s policies and procedures regarding dissemination of research, stock rating and target price changes can be reviewed on our 
corporate website at www.pifinancial.com (Research: Research and Conflict Disclosure). 
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The attached summarizes PI’s analysts review of the material operations of the attached company(s). 

Analyst  Company Type of Review Operations / Project Date 
Jason Zandberg Emblem Corp. Company Call Vancouver, BC 12/18 
Jason Zandberg Emblem Corp. Site visit Paris, Ontario 05/18 

Disclosure to US Residents 
PI Financial (US) Corp. is a U.S. registered broker-dealer and subsidiary of PI Financial Corp. PI Financial (US) Corp. accepts responsibility for the 
contents of this research report, subject to the terms and limitations as set out above. U.S. residents seeking to effect a transaction in any security 
discussed herein should contact PI Financial (US) Corp. directly. 

Recommendations Number of Recommendations Percentage 
BUY 69 90.79% 
NEUTRAL 4 5.26% 
SELL 0 0.00% 
TENDER 1 3.95% 
U/R 2 0.00% 
N/R 0 0.00% 

TOTAL 76 

Stock Rating and Target Changes 
For reports that cover more than six subject companies, the reader is referred to our corporate web site for information regarding stock ratings and 
target changes. www.pifinancial.com (Research: Research and Conflict Disclosure). 
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Emblem Corp.  (Initiated Coverage: Dec 08/16) 
Date Rating Change Target Change Share Price 

Dec 19/18 Buy to Tender $3.50 to N/A $1.03* 
Nov 20/18 Buy $3.00 to $3.50 $1.18 
Aug 22/18 Buy $2.75 to $3.00 $1.39 
Apr 27/18 Neutral to Buy $2.00 to $2.75 $1.51* 
Nov 29/17 Buy to Neutral $3.00 to $2.00 $1.80 
Aug 29/17 Buy $3.75 to $3.00 $1.77 
May 2/17 Buy $4.15 to $3.75 $2.56* 
Apr 13/17 Buy $3.75 to $4.15 $3.03 
Feb 27/17 Buy $3.50 to $3.75 $3.57* 
Dec 13/16 Buy $3.25 to $3.50 $3.19* 
Dec 08/16 Buy $3.25 $1.15 
*Intraday



Participants of all Canadian Marketplaces. Members: Investment Industry Regulatory Organization of Canada, Canadian Investor Protection Fund and AdvantageBC International Busi-

ness Centre - Vancouver. Estimates and projections contained herein are our own and are based on assumptions which we believe to be reasonable. Information presented 

herein, while obtained from sources we believe to be reliable, is not guaranteed either as to accuracy or completeness, nor in providing it does PI Financial Corp. assume any 

responsibility or liability. This information is given as of the date appearing on this report, and PI Financial Corp. assumes no obligation to update the information or advise on 

further developments relating to securities. PI Financial Corp. and its affiliates, as well as their respective partners, directors, shareholders, and employees may have a position 

in the securities mentioned herein and may make purchases and/or sales from time to time. PI Financial Corp. may act, or may have acted in the past, as a financial advisor, 

fiscal agent or underwriter for certain of the companies mentioned herein and may receive, or may have received, a remuneration for their services from those companies. This 

report is not to be construed as an offer to sell, or the solicitation of an offer to buy, securities and is intended for distribution only in those jurisdictions where PI Financial Corp. 

is registered as an advisor or a dealer in securities. Any distribution or dissemination of this report in any other jurisdiction is strictly prohibited.  

For further disclosure information, reader is referred to the disclosure section of our website.
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