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Recommendation: Buy (S) 
Target Price: $1.50 

 

 Drone Delivery Canada Corp. (FLT-TSXV) 
Revenue Flights Progressing Nicely 

     
 

Current Price $0.58 Shares Outstanding (MM)

52 Wk High $1.74      Basic

52 Wk Low $0.50      Diluted

Cash (MM) $9.8      Mngt. & Dir.

Total Debt (MM) $0.6 Market Cap (MM)

Net Debt (MM) $(9.2) Float (MM)

Div idend $0.00 EV (MM)

Yield 0.0% Net Debt/Cap.

Implied ROR 158.6% Net Debt/EBITDA

Fiscal YE Dec. 31 2019 2020E 2021E

Revenue (MM) $0.0 $4.3 $24.0

EBITDA (MM) Q1 $0.0 $(4.0) $(1.8)

Q2 $(3.2) $(3.6) $(1.0)

Q3 $(2.6) $(2.4) $1.5

Q4 $(2.9) $(1.9) $2.9

FY $(9) $(12) $2

Adj. EPS Q1 $(0.02) $(0.02) $(0.01)

Q2 $(0.02) $(0.01) $(0.00)

Q3 $(0.02) $(0.01) $0.00

Q4 $(0.03) $(0.01) $0.01

FY $(0.09) $(0.05) $(0.00)

Price / Sales n.a. 23.1x 4.2x

EV/EBITDA n.a. n.a. 55.4x

-143%

n.a.

172.8

172.8

22.8

$100.2

$87.0

$91.1

 

  Unless otherwise denoted, all figures shown in C$ 

Event:  

Recently, FLT announced several operational updates and released its last pre-
revenue quarterly results.  

Impact: 

Slight Positive.  

Commentary: 

Q4/19 Results: As DDC did not generate any revenue in the quarter, investor 
attention was centred on the quarterly cash burn, which was $4.0 MM and 
consistent with the previous quarter. DDC ended the year with $9.8 MM of cash on 
the balance sheet.  

DSV Contract Update: Yesterday after the market close, DDC announced that it 
has completed approximately 400 flights per month since commercial operations 
were activated at the end of March. Recall, the company is paid a fixed monthly fee 
for each route it operates, which we believe is $10,000-20,000.  

While no additional routes with DSV were announced, Management noted that it 
expects multiple subsequent inbound and outbound routes for DSV’s customers, 
and most importantly, other prospective companies. When the contract was 
awarded in October, it contained an option for 20 additional routes, which we 
believe could be added sometime in 2020.  

Vision Contract: While Management anticipated that first revenue flight with Vision 
would begin in Q1/20, it has been pushed to Q2, pending final permit. We believe 
the Vision contract will help win additional business as the company is allowing 
DDC to showcase its flight operations at Vision’s facilities.  

Drone Testing Underway: Last month DDC announced that it will begin 
commercial testing of its Condor drone, which is capable of carrying up to 400 lbs 
of cargo. This phase of Beyond Visual Line of Sight flights is being conducted at 
the Foremost UAS Test Range in Alberta. With the global pandemic front and 
centre and an increased emphasis on limiting person-to-person contract, interested 
DDC customers have asked for fast-track the commcercialization process, which 
DDC is now doing. We believe regulatory approval of the Condor will be a game-
changer as it opens the floodgates to new customers and industries that require 
time-sensitive deliveries at a reasonable price, such as Mining, Healthcare, and Oil 
& Gas.  

Investment Conclusion:  

Like any early-stage company, DDC is not without its risks. However, the 
company’s first-mover advantage in Canada, cabotage restrictions, and strong 
value proposition make us willing to bet on this horse. We continue to rate DDC a 
Buy (S) with a $1.50 one-year target.  

     

 
Source: BigCharts.com, May 11, 2020 
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Figure 1: Cormark Price Target 
 

Fiscal YE December 31                                     
($000s except where denoted) 2021E 2022E 2023E 2024E

EBITDA 1,643 11,277 33,034 50,598
x Multiplier 11.0x 11.0x 11.0x 11.0x
= EV 18,074 124,042 363,373 556,581
- Debt 1,643 (10,453) (15,158) (37,042)
= EV to Shareholders 16,431 134,496 378,532 593,624
/ Shares (FD in Millions) 206,448 211,698 211,698 211,698
= Undiscounted Value Per Share $0.08 $0.64 $1.79 $2.80
Discount Rate 15% 15% 15% 15%
Discount Factor 0.9 0.8 0.7 0.6
= Discounted Value Per Share $0.07 $0.48 $1.18 $1.60

Cormark Rounded Price Target $0.00 $0.50 $1.25 $1.50  
Source: Company Reports; Cormark Securities Inc.  

Figure 2: DDC Forecast Summary 

Fiscal YE December 31
($000s except where denoted) 2019A 2020E 2021E 2022E 2023E 2024E

Total Revenue - 4,340 24,013 53,244 89,936 125,092
Adj. EBITDA (8,701) (11,859) 1,643 11,277 33,034 50,598
Operating Profit (EBIT) (11,981) (12,850) (7) 8,044 28,261 44,485
Net Income (15,597) (9,452) (12) 5,906 20,765 32,690

EPS $(0.09) $(0.05) $(0.00) $0.03 $0.10 $0.15
FCFPS $(0.10) $(0.06) $(0.05) $(0.03) $0.02 $0.10

Income Statement Ratios
Increase in Total Revenue n.a n.a 453.3% 121.7% 68.9% 39.1%
Increase in EPS -27.0% -46.7% -99.9% -48732.2% 251.4% 57.5%
EBITDA/Sales 0.0% -273.3% 6.8% 21.2% 36.7% 40.4%

Net Debt (9,153) (19,030) (16,405) (10,453) (15,158) (37,042)
Net Debt to Total Capital -143% -197% -85% -34% -32% -64%
Adj. Net Debt / EBITDA n.a. n.a. -10.0x n.a. -0.5x -0.7x

 
Source: Company Reports; Cormark Securities Inc.  
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I, David Ocampo, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject company(ies) 
and its (their) securities. I also certify that I have not been, and will not be receiving direct or indirect compensation in exchange for expressing the 
specific recommendation(s) in this report. 

 

RECOMMENDATION TERMINOLOGY 
 

Cormark’s recommendation terminology is as follows:  
 Top Pick  our best investment ideas, the greatest potential value appreciation 
 Buy  expected to outperform its peer group 
 Market Perform  expected to perform with its peer group 
 Reduce  expected to underperform its peer group 
 Tender clients are advised to tender their shares to a takeover bid 
 Not Rated currently restricted from publishing, or our recommendation is under review 
Our ratings may be followed by "(S)" which denotes that the investment is speculative and has a higher degree of risk associated with it. 
 

Additionally, our target prices are set based on a 12-month investment horizon. 

 

 

 

For Canadian Residents: This report has been approved by Cormark Securities Inc. (“CSI”), member IIROC and CIPF, which takes 
responsibility for this report and its dissemination in Canada. Canadian clients wishing to effect transactions in any security discussed should do 
so through a qualified salesperson of CSI. For US Residents: Cormark Securities (USA) Limited (“CUSA”), member FINRA and SIPC, accepts 
responsibility for this report and its dissemination in the United States. This report is intended for distribution in the United States only to certain 
institutional investors. US clients wishing to effect transactions in any security discussed should do so through a qualified salesperson of CUSA. 
Every province in Canada, state in the US, and most countries throughout the world have their own laws regulating the types of securities and 
other investment products which may be offered to their residents, as well as the process for doing so. As a result, some of the securities 
discussed in this report may not be available to every interested investor. This report is not, and under no circumstances, should be construed 
as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the 
business of a securities broker or dealer in that jurisdiction. This material is prepared for general circulation to all clients and does not have 
regard to the particular circumstances or needs of any specific person who may read it. This report is provided for information purposes only and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein. 

The information and any statistical data contained herein have been obtained from sources believed to be reliable as of the date of publication, 
but the accuracy or completeness of the information is not guaranteed, nor in providing it does CSI or CUSA assume any responsibility or 
liability. All opinions expressed and data provided herein are subject to change without notice. The inventories of CSI or CUSA, its affiliated 
companies and the holdings of their respective directors, officers and companies with which they are associated may have a long or short 
position or deal as principal in the securities discussed herein. A CSI or CUSA company may have acted as underwriter or initial purchaser or 
placement agent for a private placement of any of the securities of any company mentioned in this report, may from time to time solicit from or 
perform financial advisory, or other services for such company. The securities mentioned in this report may not be suitable for all types of 
investors; their prices, value and/or the income they produce may fluctuate and/or be adversely affected by exchange rates. 

No part of any report may be reproduced in any manner without prior written permission of CSI or CUSA. 

A full list of our disclosure statements as well as our research dissemination policies and procedures can be found on our web-site at: 
www.cormark.com 



 

Prepared by Stifel Nicolaus Canada Inc.  

Stifel does and seeks to do business with companies covered in its research reports. As a result, investors should be aware 
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision.  
All relevant disclosures and certifications appear on the last three pages of this report. 
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Drone Delivery Canada Corp.1,2,7,11 BUY 
FLT-TSXV  

     
 

    Last: 
      
 

     C$0.62 
May 6, 2020   Target:   C$2.00 
 

FLASH: Management update post 2019 results 
• Summary: We had the opportunity to host Drone Delivery Canada 

(“DDC”) management on an investor call last night following their 
recently announced 2019 year-end results. Topics discussed and key 
takeaways are below. 

Key takeaways 

• DSV live and operational with 400 flights/month: DDC reiterated that 
commercial operations with DSV Air & Sea Inc. went l ive in late March 
and that it is currently flying ~400 flights per month at DSV’s Milton 
facility. This initial route is between DSV business units and DSV has 
identified over a dozen additional routes with off-site customers looking 
for time-sensitive deliveries. No financial details were disclosed but DDC 
believes that our estimate of ~$10k/month/route is on the “extreme 
low end” of a hypothetical commercial drone route and that none of its current customer agreements are at this level. 

• Waiting for municipal permit for Vision; first approval for Moose Cree funding:  Vision Profile, DDC’s first commercial 
customer announced back in September 2019, continues to be delayed by a municipal permit requirement. DDC however 
is confident that this permit will be approved shortly and that the commercial launch is imminent. Management was also 
optimistic on its $2.5mm commercial agreement with Moose Cree First Nation and noted that they have received 
approval from one funding source and are currently waiting for another. Lastly, Edmonton Regional Airports Authority is 
progressing well and remains on track, but no updated timeline was given. We continue to expect a June/July start. 

• New COVID-19 opportunities: DDC said that it is receiving several inbounds from First Nations communities, 
governments, laboratories and hospitals during the current pandemic. Notably, management highlighted its discussions 
with Indigenous Services Canada as an example where it is exploring potential COVID-19 use cases for DDC’s products and 
technology. Management believes that COVID-19 has created a unique opportunity to accelerate drone delivery adoption 
and that the Canadian government is onside with fast-tracking approvals and funding for COVID-19 related projects. This 
was in l ine with our recent discussions with industry contacts. We see good prospects for DDC to benefit from COVID-19 
given it offers an automated economic solution to improving delivery into remote regions and communities in Canada.  

• Managing cash burn; 7-month runway: DDC is managing cash burn and noted that prior results are not a direct 
comparable for 2020 as there were several one-time costs associated with testing and foundational R&D. As of Q4/19, 
cash was $9.8mm and DDC believes this provides them with runway until the end of 2020. 

• Certification for the high payload Condor and Robin XL expected this summer: DDC said that the testing and 
certification process is underway for new drones such as the Robin XL (25lbs, 60km travel) and the Condor (180kg 
payload, 200km travel). DDC expects both drones to be commercially ready by the end of summer. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Share Statistics  

Shares o/s (mm, basic/f.d.) 172.8 / 195.6 

52-week high/low $1.74 / $0.50 

Market capitalization (mm) $121.3  

Projected return 250% 

All figures in Canadian dollars, unless otherwise stated.  
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Our view: Positive. COVID-19 a positive and DDC remains on track for new commercial opportunities. 

• The commercial launch of DSV was a major milestone for DDC and the drone industry in our opinion. Looking forward, we 
believe COVID-19 accelerates drone delivery adoption and that the company is well-positioned to capitalize on this new 
development. Furthermore, we think commercial interest will ramp up after DDC’s high payload Condor drone receives 
Transport Canada certification in H2/2020, given its expanded use cases. Lastly, management reiterated that the sales 
funnel is strong and we expect several existing and new opportunities (i.e. additional DSV routes, COVID-19 projects, Vision 
Profile, licensing deal) to materialize in 2020. In our view, successful execution here will also be necessary to ensure the 
balance sheet is sufficiently capitalized for growth. 

Recommendation: Maintain BUY rating and C$2.00 target 

Figure 1. Comparable valuation 

 
Source: Stifel GMP, FactSet 

  

5/5/2020 Market Enterprise EV/SALES EV/EBITDA PRICE/FCF
Companies Price Cap (M) Value (M) LTM C2019 C2020 LTM C2019 C2020 LTM C2019 C2020
Drone Delivery Canada Corp FLT-CA CAD 0.62 121.3 111.5 n.a n.a 19.2x n.a NA NA NA NA NA

Early Stage Tech
AppFolio Inc Class A APPF-US USD 111.50 3,978.4 4,047.9 14.9x 15.8x 12.7x 111.4x 114.5x 79.6x 139.6x NA NA
Ambarella, Inc. AMBA-US USD 50.40 1,697.3 1,302.7 5.7x 5.7x 5.6x NA 148.8x NA 42.0x 40.5x 70.2x
Coupa Software, Inc. COUP-US USD 189.73 12,142.5 12,175.6 31.2x 32.1x 25.3x NA 259.9x 255.3x 216.1x 225.0x 220.0x
Alteryx, Inc. Class A AYX-US USD 116.06 8,023.5 7,970.9 19.1x 19.1x 14.7x 167.4x 98.8x 99.0x 352.9x 352.9x NA
ParaZero Ltd. PRZ-ASX AUD 0.04 4.6 4.4 1.9x NA NA NA NA NA NA NA NA
Average 14.6x 18.2x 14.6x -7.7x 155.5x 87.0x 149.8x 206.2x -442.5x

Logistics and Transportation
Descartes Systems Group Inc. DSG-CA CAD 59.97 5,133.9 5,071.4 11.1x 11.1x 10.0x 31.7x 31.7x 27.7x 36.7x 36.7x 31.4x
Cargojet Inc. CJT-CA CAD 132.00 1,823.3 2,455.5 5.0x 5.0x 4.8x 16.3x 15.7x 14.0x NA NA 25.2x
Canadian Pacific Railway Limited CP-CA CAD 305.00 41,846.0 52,034.0 6.4x 6.7x 6.9x 12.6x 13.6x 13.4x 49.1x 33.3x 34.8x
Union Pacific Corporation UNP-US USD 156.38 107,308.0 135,659.0 6.3x 6.2x 7.0x 12.4x 12.6x 13.5x 40.3x 20.8x 21.8x
Canadian National Railway Company CNR-CA CAD 112.84 80,556.5 95,323.5 6.4x 6.4x 6.8x 13.2x 13.3x 13.7x 103.7x 40.4x 29.4x
Kansas City Southern KSU-US USD 125.40 12,059.8 15,593.8 5.3x 5.4x 5.8x 10.6x 11.1x 11.2x 35.0x 25.9x 22.7x
Average 6.8x 6.8x 6.9x 16.1x 16.3x 15.6x 40.3x -407.9x 27.5x

FAANG Stocks
Facebook, Inc. Class A FB-US USD 207.07 593,876.8 544,264.8 7.4x 7.7x 7.0x 15.8x 13.7x 14.8x 24.5x 29.1x 30.2x
Apple Inc. AAPL-US USD 297.56 1,310,659.9 1,334,292.9 5.0x 5.1x 4.9x 17.6x 17.5x 17.2x 24.9x 21.9x 20.0x
Amazon.com, Inc. AMZN-US USD 2,317.80 1,172,806.8 1,201,383.8 4.1x 4.3x 3.5x 32.8x 27.8x 26.6x 60.6x 43.6x 43.8x
Alphabet Inc. Class C GOOG-US USD 1,351.11 935,328.9 834,903.9 5.0x 5.2x 4.9x 17.6x 14.2x 14.4x 32.2x 30.0x 27.7x
Netflix, Inc. NFLX-US USD 424.68 192,165.2 203,278.8 9.5x 10.1x 8.2x 15.9x 65.3x 45.7x NA NA NA
Alibaba Group Holding Ltd. Sponsored ADR BABA-US USD 195.02 521,507.9 505,453.6 7.2x 7.5x 5.7x 28.0x 24.8x 19.0x NA 20.0x 21.2x
Microsoft Corporation MSFT-US USD 180.76 1,387,333.0 1,333,732.0 9.6x 10.0x 8.9x 20.8x 22.2x 19.4x 48.6x 34.8x 31.4x
Average 6.8x 7.1x 6.2x 21.2x 26.5x 22.5x 70.0x 70.0x 70.0x

Group Average 9.4x 10.7x 9.2x 9.9x 66.1x 41.7x 86.7x -43.9x -115.0x
Notes:  Averages exclude outliers.  Estimates from FactSet and Bloomberg
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Important Disclosures and Certifications 

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. 

All relevant disclosures required by regulatory rules (including The Investment Industry Regulatory Organization of Canada) 
and Stifel Canada’s recommendation statistics and research dissemination policies can be obtained at 
www.Stifel.com/Research or by calling Stifel Canada’s Compliance Department.   

Stifel Canada 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. Stifel Canada or an affiliate has, within the previous 12 months, provided paid investment banking services to the issuer.  
2. Stifel or an affiliate act as corporate broker and/or adviser to the Company. 
3. Stifel Canada or an affiliate owns 1% or more of this issuer’s securities.  
4. An officer, director, or an employee of Stifel Canada or an affiliate is on the board of directors of the Company. 
5. The analyst is related to an officer, director or advisory board member of this issuer.  
6. The analyst has viewed the material 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 material 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 Stifel Canada.  
10. The analyst owns this issuer's securities in a managed account but has no involvement in the investment decisions for 
that managed account.  
11. Stifel Canada or an affiliate managed or co-managed a public offering of securities for the subject company in the past 12 
months. 
12. Stifel Canada or an affiliate expects to receive or intends to seek compensation for investment banking services from the 
subject company in the next three months. 
13. Stifel Canada or an affiliate is a market maker or l iquidity provider in the securities of the subject company. 

Stifel Canada 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 Stifel Canada 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.  
 

http://www.stifel.com/Research
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Additional Disclosures 

Please visit the Research Page at www.Stifel.com/Research for the current research disclosures. 

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is 
not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred 
to herein. Opinions expressed are subject to change without notice and do not take into account the particular investment 
objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates may, at times, release 
written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. Past 
performance should not and cannot be viewed as an indicator of future performance. 

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation from 
issuers for services including, but not l imited to, acting as an underwriter in an offering or financial advisor in a merger or 
acquisition, or serving as a placement agent in private transactions. 

 
Affiliate Disclosures 

This report has been prepared by Stifel Nicolaus Canada Inc. (“Stifel Canada”), which is authorized and regulated by the 
Investment Industry Regulatory Organization of Canada (“IIROC”).  

“Stifel”, shall include our group affiliate companies: (i) Stifel, Nicolaus & Company, Incorporated (“SNC”); (ii) Keefe, Bruyette 
& Woods, Incorporated (“KBWI’’), which are both U.S. broker-dealers registered with the United States Securities and 
Exchange Commission (“SEC”) and members of the Financial Industry National Regulatory Authority (“FINRA”), respectively; 
(i i i) Stifel Nicolaus Europe Limited (“SNEL”), which is authorised and regulated by the United Kingdom Financial Conduct 
Authority (“FCA”) (FRN 190412) and is a member of the London Stock Exchange and also trades under the name Keefe, 
Bruyette & Woods Europe (“KBW Europe”); (iv) our MainFirst affiliates(collectively “MAINFIRST’’): MainFirst Bank AG, which 
is regulated by the German Federal Financial Services Authority (Bundesanstalt für Finanzdienstleistungsaufsicht; “BaFin”), 
MainFirst Schweiz AG, which is regulated by the Eidgenössische Finanzmarktaufsicht (“FINMA”), and MainFirst Securities US 
Inc. which is a U.S. broker-dealer registered with the SEC and a member of FINRA; and (v) Stifel Nicolaus Canada, Inc. ("Stifel 
Canada") which is authorised and regulated by Investment Industry Regulatory Organization of Canada (IIROC), and also 
trades under the names Stifel GMP & Stifel First Energy. 

Registration of non-US Analysts: Any non-US research analyst employed by Stifel Canada contributing to this report is not 
registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer 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. 

Country Specific and Jurisdictional Disclosures:  

Canada: Stifel Canada is a member of IIROC and a participant of the TSX, and TSX Venture Exchange. 145 King Street West, 
Suite 300 Toronto, Ontario M5H 1J8 Tel: (416) 367-8600.  

United States: Research produced and distributed by Stifel Canada is distributed by Stifel Canada to "Major US Institutional 
Investors" as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended.  

UK and European Economic Area (EEA): This report is distributed in the EEA by Stifel Canada. Research produced by Stifel 
Canada is not intended for use by and should not be made available to non-professional clients.  

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in 
accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction 
is carried out in accordance with applicable exemptions from registration and l icensing requirements. Non-US customers 
wishing to effect transactions should contact a representative of the Stifel entity in their regional jurisdiction except where 
governing law permits otherwise. US customers wishing to effect transactions should contact their US salesperson. 

 

http://www.stifel.com/Research
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The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax implications 
for investors. Clients are advised to speak with their legal or tax advisor prior to making an investment decision. 

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.  

Additional Information is Available Upon Request 

© 2020 Stifel Canada. This report is produced for the use of Stifel Canada customers and may not be reproduced, re-
distributed or passed to any other person or published in whole or in part for any purpose without the prior consent of Stifel 
Canada. 
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Drone Delivery Canada Corp.
Aerospace Technology 

Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective
views about any and all the companies and securities that are the subject of this report discussed herein.

Rating
SPECULATIVE BUY
unchanged

Price Target
C$1.75
unchanged

FLT-TSXV
Price
C$0.62

Market Data
52-Week Range (C$) : 0.50 - 1.74
Avg Daily Vol (000s)  : 325
Market Cap  (C$M) : 113.2

Shares Out. (M)  1 : 182.6

Total Return to Target (%)  : 182.3
Net Debt (Cash)  (C$M) : (11.8)
Enterprise Value  (C$M) : 101
Last Reported Quarter: Q4/19A
1Shares outstanding include ITM warrants and the
associated proceeds.

FYE Dec 2019A 2020E 2021E 2022E
Sales  (C$M) 0.0 5.0↓ 21.9↓ 52.3↓

Previous - 6.7 22.8 53.3

EBITDA  Adj  
(C$M) (11.6) (6.9)↓ 4.8↓ 27.3↓

Previous - (4.4) 6.6 29.3

Free Cash Flow
  Adj   (C$M) (16.0) (9.1) 0.5 15.8

EV/Sales (x) NA 20.1 4.6 1.9

EV/EBITDA (x)
  Adj  (8.8) (14.7) 21.3 3.7
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Drone Delivery Canada ("DDC") is the first drone
cargo operator be licensed for beyond visual line of
sight (BVLOS) flying in Canada.

Doug Taylor, CFA | Analyst | Canaccord Genuity Corp. (Canada) | dtaylor@cgf.com | 1.416.867.6101
Neil Bakshi | Associate | Canaccord Genuity Corp. (Canada) | nbakshi@cgf.com | 1.416.867.2366

2020 to be the Year of Commercialization
Investment Recommendation

We received an update from Drone Delivery following the recent release of Q4 results
in what is expected to be the final pre-revenue quarter. Recall, the company launched
its first commercial contract in March with DSV (click here to view report). The
recent pandemic has intensified interest for unmanned services and the company
reports a growing pipeline of near-term opportunities, in addition to executing on
the contracts already announced. We expect that financial performance will build
and support the reinflation of FLT shares as the company transitions from concept to
commercialization. We maintain a SPECULATIVE BUY rating and $1.75 target price.

Investment Highlights

• Q4 results are a non-event. Drone Delivery Canada recently reported Q4 results
with no revenue, as anticipated. Cash operating costs were $2.9M compared with
$2.6M in Q3 and our prior forecast for $2.3M as general and administrative expenses
came in higher than expected.

• First commercial agreement launched in March, with additional contracts
expected in Q2. We highlight the following updates on recently announced and
potential new contracts:

• DSV: The company began flying in late March as previously announced. We
understand that DSV is now flying 400+ flights per month on a single route and is
looking to establish several more in the near term.

• Vision: The company awaits a final permit related to construction of the ground
infrastructure and hopes to commercialize in the next month or two.

• Edmonton International Airport: DDC is working towards establishing the first
couple of routes on the EIA property in the coming months, which will serve as
references for other customers on the airport’s substantial real estate footprint.

• Moose Cree: The first source of government funding is approved and the
remainder is expected in the near term, which will allow the company to proceed.
The company also notes heightened interest from other remote communities
looking to secure safe supply chains in today’s world.

• Pipeline is rapidly expanding. As reported in Canaccord’s recent drone industry
report (view here), investments in the unmanned ecosystem increased 68% in 2019
to $1.2B. According to the FAA, commercial drone registrations increased 15% in
Q1/20 after reporting 39% growth in 2019. Consistent with these findings, DDC
has reported increased interest in the application of drone technology from remote
communities and healthcare organizations to help with the safe and secure delivery
of critical supplies. In addition, the company continues to receive interest from
international players looking to license DDC’s platform for use in other jurisdictions.

• Small changes to estimates. We have updated our near-term expectations to
reflect timing changes on initial contracts but continue to anticipate a significant
revenue expansion through H2/20 and beyond. We now model 2020E revenue of
$5.0M (from $6.7M) scaling to $21.9M (from $22.8M) in 2021E with EBITDA of $4.8M
(from $6.6M). DDC closed Q4 with $9.8M in cash and expects to receive a $2.8M
HST credit in Q1. With commercialization expenses expected to decline in 2020 and
ongoing warrant exercise receipts, the company is confident in its capital position as
commercialization ramps this year.

Valuation
Our $1.75 target is unchanged and is derived using a rounded discounted cash flow
analysis (15.5% WACC; 3% terminal growth rate). Our target now represents a 182%
one-year return from the current intraday price.

For important information, please see the Important Disclosures beginning on page 4 of this document.

https://canaccordgenuity.bluematrix.com/sellside/EmailDocViewer?encrypt=fb527146-18c2-433f-afb5-9bdd05a69dfb&mime=PDF&co=Canaccordgenuity&id=NBakshi@cgf.com&source=libraryview&htmlToPdf=ture
https://canaccordgenuity.bluematrix.com/sellside/EmailDocViewer?encrypt=ddd56397-d045-40cb-97d5-4729341313c2&mime=PDF&co=Canaccordgenuity&id=NBakshi@cgf.com&source=libraryview&htmlToPdf=ture
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Figure 1: Estimate revisions 

 
Source: Company Reports, Canaccord Genuity estimates 

Figure 2: DCF analysis 

 
Source: Company Reports, Canaccord Genuity estimates 

 

  

(C$ Millions) New Previous New Previous New Previous New Previous

Revenue 0.0            0.6            5.0            6.7            21.9         22.8         52.3         53.3         

Adjusted EBITDA (2.6)           (1.9)           (6.9)           (4.4)           4.8            6.6            27.3         29.3         

EBITDA margin (%) n/a n/a n/a n/a 21.8% 29.1% 52.2% 54.9%

Adjusted EPS ($) (0.02)        (0.01)        (0.05)        (0.04)        0.01         0.03         0.13         0.15         

F2022EQ1/20E F2020E F2021E

(In CAD$ MM) Explicit Forecast Period Medium-Term Model

FYE: July 31 F2019A F2020E F2021E F2022E F2023E F2024E F2025E F2026E F2027E F2028E Terminal

Service revenue -              4.0              18.8           45.3           80.6           115.1         139.7         154.6         160.4         165.2         170.2         

License revenue -              1.0              3.1              7.0              12.6           18.8           23.7           26.9           28.7           29.6           30.4           

Revenue -             5.0             21.9           52.3           93.2           133.8        163.4        181.5        189.1        194.9        200.6        

Y/Y Growth % -                334.8%      139.0%      78.2%        43.5%        22.1%        11.1%        4.2%           3.0%           3.0%           

EBITDA (15.2)         (8.9)            2.7             25.1           46.6           66.9           81.7           90.8           94.6           97.4           100.3        

EBITDA margin % -                -                12.2%        48.1%        50.0%        50.0%        50.0%        50.0%        50.0%        50.0%        50.0%        

Less: Depreciation and amortization (0.4)            (0.7)            (0.8)            (1.2)            (1.9)            (2.7)            (3.3)            (3.6)            (3.8)            (3.9)            (4.0)            

EBIT (15.6)         (9.6)            1.9             24.0           44.7           64.2           78.4           87.1           90.8           93.5           96.3           

Less: Taxes -              -              (0.8)            (6.3)            (11.9)          (17.0)          (20.8)          (23.1)          (24.1)          (24.8)          (25.5)          

Effective tax rate % -                -                41.0%        26.5%        26.5%        26.5%        26.5%        26.5%        26.5%        26.5%        26.5%        

Add: Stock-based compensation 3.6              2.0              2.1              2.2              1.9              2.7              3.3              3.6              3.8              3.9              4.0              

% of revenue -                40.3%        9.6%           4.1%           2.0%           2.0%           2.0%           2.0%           2.0%           2.0%           2.0%           

Add: Depreciation and amortization 0.4              0.7              0.8              1.2              1.9              2.7              3.3              3.6              3.8              3.9              4.0              

% of revenue -                13.2%        3.7%           2.3%           2.0%           2.0%           2.0%           2.0%           2.0%           2.0%           2.0%           

Less: Capital expenditures (2.3)            (0.7)            (1.5)            (2.7)            (3.6)            (5.1)            (6.2)            (6.8)            (7.1)            (7.3)            (7.5)            

% of revenue -                14.0%        6.6%           5.1%           3.8%           3.8%           3.8%           3.8%           3.7%           3.7%           3.7%           

Less: Net working capital investment (2.1)            (1.5)            (2.0)            (2.5)            (3.8)            (4.5)            (4.3)            (3.4)            (2.1)            (0.7)            (0.7)            

% of revenue -                (30.1%)       (9.2%)          (4.9%)          (4.1%)          (3.4%)          (2.6%)          (1.9%)          (1.1%)          (0.4%)          (0.4%)          

FCFF (16.0)         (9.1)            0.5             15.8           29.2           43.0           53.8           61.1           65.1           68.5           70.5           

WACC  15.5%

Present value of forecast cash flows 139            1.76           12.0%        13.0%        14.0%        15.0%        16.0%        17.0%        18.0%        

Present value of terminal cash flow 172             1.5%           2.42           2.15           1.93           1.75           1.59           1.45           1.33           

Present value of cash flows 310            2.0%           2.49           2.21           1.98           1.78           1.62           1.47           1.35           

Add: Current net cash 9                 2.5%           2.57           2.27           2.02           1.82           1.65           1.50           1.37           

Add: Cash from ITM warrants and options 3                 3.0%           2.66           2.34           2.08           1.86           1.68           1.52           1.39           

Equity value 322            3.5%           2.76           2.41           2.13           1.90           1.71           1.55           1.41           

Shares outstanding (000) 183            4.0%           2.87           2.49           2.19           1.95           1.75           1.58           1.44           

DCF value per share ($) 1.76           4.5%           3.00           2.59           2.26           2.00           1.79           1.61           1.46           
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Figure 3: Summary income statement 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

 

Summary income statement

FYE: December 31 F2016A F2017A F2018A F2019A Q1/20E Q2/20E Q3/20E Q4/20E F2020E F2021E F2022E

Denomination: C$000 31 Dec 16 31 Dec 17 31 Dec 18 31 Dec 19 31 Mar 20 30 Jun 20 30 Sep 20 31 Dec 20 31 Dec 20 31 Dec 21 31 Dec 22 

Service revenue -                   -                   -                   -                   13               470             1,423          2,129          4,036             18,768          45,318           

License revenue -                   -                   -                   -                   -                 125             375             500             1,000             3,125            7,000             

Revenue -                  -                  -                  -                  13               595            1,798         2,629         5,036            21,893         52,318          

Growth Y/Y, % -                   -                   -                   -                   -                 -                 -                 -                 -                    334.8%          139.0%          

Growth Q/Q, % -                   -                   -                   -                   -                 4,433.3%   202.2%       46.2%         -                    -                   -                    

Cost of goods sold -                   -                   -                   -                   7                  154             468             740             1,368             6,258            13,827           

Gross profit -                  -                  -                  -                  7                 441            1,330         1,890         3,668            15,635         38,491          

Gross margin -                   -                   -                   -                   50.0%         74.2%         74.0%         71.9%         72.8%             71.4%            73.6%             

Operating expenses:

Advertising and promotion 127                1,346            2,711            796                69               70               71               71               281                 289                298                 

Depreciation and amortization 18                  11                 24                  389                154             165             177             170             667                 809                1,190             

Consulting 1,049            1,424            2,324            3,221            600             606             612             618             2,436             2,509            2,585             

Interest and bank charges 7                    4                    5                    7                    -                 -                 -                 -                 -                    -                   -                    

Office and general 227                1,197            1,696            3,945            1,243          1,256          1,268          1,281          5,048             5,200            5,356             

Professional fees 196                379               145                312                76               76               77               77               306                 315                325                 

Shareholder information 160                346               256                424                75               75               76               76               302                 311                320                 

Research and development 450                2,297            4,042            2,823            538             543             548             548             2,177             2,243            2,310             

Share-based compensation -                   1,359            8,410            3,609            500             505             510             515             2,030             2,091            2,154             

Other 690                -                   -                   -                   -                 -                 -                 -                 -                    -                   -                    

Operating expenses 2,924            8,364           19,612         15,597         3,255         3,297         3,340         3,356         13,247          13,768         14,537          

EBITDA (2,899)          (8,348)          (19,583)        (15,201)        (3,094)        (2,690)        (1,832)        (1,297)        (8,913)           2,676            25,144          

Margin (%) n/a n/a n/a n/a n/a n/a n/a n/a n/a 12.2%            48.1%             

Adjusted EBITDA (2,899)          (6,989)          (11,173)        (11,592)        (2,594)        (2,185)        (1,322)        (782)           (6,883)           4,768            27,297          

Margin (%) n/a n/a n/a n/a n/a n/a n/a n/a n/a 21.8%            52.2%             

EBIT (2,916)          (8,360)          (19,607)        (15,590)        (3,248)        (2,855)        (2,010)        (1,466)        (9,579)           1,867            23,954          

Margin (%) n/a n/a n/a n/a n/a n/a n/a n/a n/a 8.5%              45.8%             

EBT (2,924)           (8,364)           (19,612)         (15,597)         (3,248)         (2,855)        (2,010)        (1,466)        (9,579)            1,867            23,954           

Total Income Taxes -                   -                   -                   -                   -                 -                 -                 -                 -                    766                6,348             

Net loss (2,924)          (8,364)          (19,612)        (15,597)        (3,248)        (2,855)        (2,010)        (1,466)        (9,579)           1,101            17,606          

% Effective Tax Rate -                   -                   -                   -                   -                 -                 -                 -                 -                    41.0%            26.5%             

EPS (Diluted) (0.04)$          (0.07)$          (0.12)$          (0.09)$          (0.02)$        (0.02)$        (0.01)$        (0.01)$        (0.05)$           0.01$            0.13$            

Weighted average S/O (Diluted) 77,222          116,700       159,817        172,779        177,304     177,304     177,304     177,304     177,304         179,942        182,580         
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Appendix: Important Disclosures

Analyst Certification

Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by the authoring analyst in the research, and (iii) to the best of the authoring
analyst’s knowledge, she/he is not in receipt of material non-public information about the issuer.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated
persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Sector Coverage

Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: May 05, 2020, 14:16 ET
Date and time of production: May 05, 2020, 14:16 ET
Target Price / Valuation Methodology:

Drone Delivery Canada Corp. - FLT

Our target price of C$1.75 is derived using a discounted cash flow analysis (15.5% WACC; 3% terminal growth rate).

Risks to achieving Target Price / Valuation:

Drone Delivery Canada Corp. - FLT

Unproven business model with limited financial visibility

The company has not yet secured meaningful contracts. Its roadmap to achieving sustainable revenue, profitability and cash flow is
contingent on several factors, including successfully receiving the necessary regulatory approval for its drones and achieving a critical
mass of customer contracts.

Going concern risk

DDC has yet to record revenue and has a largely fixed cost structure. The company has ~$14M in cash and its operations consume ~
$4M in cash per quarter. This means that failure to develop the business as quickly as anticipated or to tap the capital markets when
needed could lead to bankruptcy and therefore raises going concern risks.

Risk of further dilution

We do not model the company requiring additional capital in the near term; however, if the company delivers on its publicly stated
growth targets, it could require additional capital. Depending on the existing market conditions, such funding could be dilutive.

Evolving regulatory environment

The regulatory framework for BVLOS flying in Canada is still under development. While the current path suggests that drones will
be approved for BVLOS operations in the near future, regulatory changes are still possible. Any regulatory changes that extend the
timeline temporarily or indefinitely would have a significant impact on DDC’s operations and financial performance.

Reputation or brand risk

The company is in the early stages of developing its drone-powered delivery offering for remote communities. While it has had
no accidents in the past, failing to conduct its delivery service in a safe and reliable manner could have an adverse effect on the
company’s reputation, and potentially its business and operations.

Potential competitive technologies

The drone-powered services space is highly topical and is becoming increasingly crowded. There now exist several well capitalized
companies (i.e., Google and Amazon) with significant resources and expertise to execute on the opportunity at hand. DDC has little to
no competition at this point in time; however, we believe new entrants in the space could potentially erode DDC’s market share and
apply pressure on its margins.

Reliance on third parties

DDC outsources its manufacturing to third party supplies. This introduces both integration and quality control risks that could impact
the company’s public image, operational performance and financial results.

Legal liability

Drone operation could represent a significant liability. Any bodily or property damage caused by the company’s drone operations
(hardware and software) would likely result in legal proceedings.

Drone Delivery Canada Corp.
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Speculative Buy unchanged  Target Price C$1.75 unchanged  | 5 May 2020 Aerospace Technology 4



Distribution of Ratings:

Global Stock Ratings (as of 05/05/20)
Rating Coverage Universe IB Clients

# % %
Buy 505 59.91% 53.27%
Hold 200 23.72% 40.00%
Sell 18 2.14% 27.78%
Speculative Buy 120 14.23% 74.17%

843* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or
the relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in
the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)

A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment
Banking services from Drone Delivery Canada Corp. in the next three months.
An analyst has visited the material operations of Drone Delivery Canada Corp.. Partial payment was received for the related travel
costs.

Drone Delivery Canada Corp. Rating History as of 05/04/2020
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Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR)

Past performance

In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the
whole period for which the financial instrument has been offered or investment service provided where less than five years. Please
note price history refers to actual past performance, and that past performance is not a reliable indicator of future price and/or
performance.
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Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.

General Disclaimers

See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in
this report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships;
research analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities
and related derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures
can be found in a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used
by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited,
Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 80%-owned by Canaccord Genuity
Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer
with principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation
based upon (among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Investment Banking activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising
as a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy
on managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy
is available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with
the exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord
Genuity, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity
has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information
contained in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without
notice and are provided in good faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or
company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is
prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular
needs of any particular person. Investors should obtain advice based on their own individual circumstances before making an
investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in
this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by
all of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the
firm’s sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may
also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described
above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees
without prior compliance consent.

For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a
near-term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity
that may be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for
such stocks. A short-term trade idea may differ from the price targets and recommendations in our published research reports that
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reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the
differing time horizons, methodologies and/or other factors. It is possible, for example, that a subject company's common equity that
is considered a long-term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in
the market or for other reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or
“Speculative Buy’ could be considered susceptible to a downward price correction, or other factors may exist that lead the research
analyst to suggest a sale over the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm does not intend, and does not undertake any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas are not suitable for all investors and are not tailored to individual investor circumstances and objectives, and investors should
make their own independent decisions regarding any securities or strategies discussed herein. Please contact your salesperson for
more information regarding Canaccord Genuity’s research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada
(IIROC) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated
investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United
States. This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to
effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC.
Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with
FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule
2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is
not for distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct
Authority.

For Jersey, Guernsey and Isle of Man Residents:

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to
be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been
produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI
and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction
with your client agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this
research. If you are in any doubt, you should consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the
Isle of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity
Group Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into
account their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any
financial products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited.
Canaccord Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.

For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the
Securities and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of
persons. Recipients of this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of
any matters arising from, or in connection with, this research.

Additional information is available on request.

Copyright © Canaccord Genuity Corp. 2020 – Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2020 – Member LSE, authorized and regulated by the Financial Conduct Authority.

Copyright © Canaccord Genuity LLC 2020 – Member FINRA/SIPC
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Copyright © Canaccord Genuity (Australia) Limited. 2020 – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express
written permission of the entities listed above.

None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any
other party including by way of any form of social media, without the prior express written permission of the entities
listed above.
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