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Profile

Village Farms International is a cannabis producer that has the potential to become a major player in the booming
marijuana market. The stock has more-than-doubled in the trailing 52 weeks, and is up 194% in the year-to-date
period, which is an evidence for the recognition it is gaining among pot investors.

The JV between Village Farms and Emerald Health – Pure
Sunfarms – operates one of the world’s largest cannabis
greenhouses, Delta 3, at East Ladner in British Columbia.
With over 1 million square feet of growing space, the
greenhouse has an annual production capacity of 75,000
kilograms. 
 
The 50-50 JV is also developing another similar facility
called Delta 2, which is expected to double the
production capacity to 150,000 kilograms. This sister
facility is expected to be fully operational by the end of
fiscal 2020, thus propelling Village Farms into the elite
club of top producers.
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Research Tear Sheet

($ in millions, except EPS) 2Q19 1Q19 2Q18

Produce Sales $41.3 $37.3 $42.0

Net Earnings/(Loss) $9.89 $7.6 ($2.28)

EPS/(Loss Per Share) $0.20 $0.15 ($0.05)

Operating cash �ow (7.6) ($4.6) ($5.5)
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Village Farms International has existed for a long time
without much fanfare. The Delta, Canada-based company
founded in 1989 produced vegetables in its greenhouses
– until in 2017 when it signed a game-changing deal
with Emerald Health Therapeutics, a cannabis producer.

The biggest positive factor surrounding the stock is that it
is pretty cheap, as compared to other high-flying pot
stocks. Despite the soaring stock price, the company still
has a market cap of only around $825 million. The rapid
production expansions give the company plenty of
headspace to grow in the budding marijuana industry.
 
Village Farms’ ability to create profits is another reason
that makes this stock attractive. During the first-quarter
of 2019, Pure Sunfarms reported $8.6 million in profits.
This was the second consecutive profitable quarter for
the JV.

Perhaps the biggest failure on the side of Village Farms is
its inability to seal many supplier deals.   Besides its
parent company Emerald Health, Pure Sunfarms has very
few supplier deals, including one with the Ontario
Cannabis Store. Keep in mind that the cannabis industry
is prone to oversupply and long-term uncertainty. Unless
and until the JV secures enough supplier deals, it would
remain vulnerable in the event of a supply glut. 
 
Apart from this, there are the inherent risks associated
with agriculture-based companies, such as bad weather
or catastrophic events. Though its products are grown in
greenhouse to minimize risks, adverse weather conditions
could hamper the operation of these greenhouses.
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