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[bookmark: _jvx8z1yell2e]Cannabis: Overview
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[bookmark: _829jnyaem3il]What is cannabis and which states have given the green light?
Cannabis is the umbrella term for all products (marijuana and hemp) derived from the Cannabis sativa or Cannabis indica plants. These contain chemical compounds called cannabinoids that cause drug-like effects throughout the body. The cannabis plant contains over 100 cannabinoids, the most well-known of which are tetrahydrocannabinol (THC) and cannabidiol (CBD). THC is responsible for the plant's psychoactive effects (the feeling of being high), whereas CBD has potential medicinal properties without the high. 

Cannabis legalization in the US is a complex and evolving issue, with different states implementing varying laws and regulations. While cannabis remains illegal at the federal level, an increasing number of states have legalized it for medical and/or recreational use. 
Cannabis for medical use was legalized in 37 states and Washington DC, as of February 2023. However, medical cannabis products are not FDA-approved and patients can only purchase them with a doctor’s recommendation from dispensaries in states where it is legal. Some cannabis-based medications that are FDA-approved for specific conditions are not available at dispensaries. 

Recreational cannabis (adult use) for personal enjoyment can only be sold to individuals over 21 years. Currently, 21 states and the three territories have legalized this type of cannabis consumption. 

Cannabis legalization has been sporadic over the years, with 2016 seeing the most number of states (10) legalizing the drug. This surge was mainly tied to the 2016 elections, where voters from several states passed cannabis laws that were on the ballot.


	State
	Medical use
	Medical use approved date
	Recreational use
	Recreational use approved date
	First sale or planned start

	Alabama (AL)
	Approved
	May-21
	Not approved
	-
	End 2023

	Alaska (AK)
	Approved
	Jun-99
	Approved
	Feb-15
	Oct-16

	Arizona (AZ)
	Approved
	Nov-10
	Approved
	Nov-20
	Dec-12

	Arkansas (AR)
	Approved
	Nov-16
	Not approved
	-
	May-19

	California (CA)
	Approved
	Jan-04
	Approved
	Nov-16
	Jan-18

	Colorado (CO)
	Approved
	Nov-00
	Approved
	Nov-12
	Jan-14

	Connecticut (CT)
	Approved
	Jun-12
	Approved
	Jul-21
	Jan-23

	Delaware (DE)
	Approved
	May-11
	Not approved
	-
	Jun-15

	Florida (FL)
	Approved
	Jan-15
	Not approved
	-
	Jul-16

	Georgia (GA)
	Not approved
	-
	Not approved
	-
	-

	Hawaii (HI)
	Approved
	Jun-00
	Not approved
	-
	Aug-17

	Idaho (ID)
	Not approved
	-
	Not approved
	-
	-

	Illinois (IL)
	Approved
	Jan-14
	Approved
	Jan-20
	Jan-20

	Indiana (IN)
	Not approved
	-
	Not approved
	-
	-

	Iowa (IA)
	Not approved
	-
	Not approved
	-
	-

	Kansas (KS)
	Not approved
	-
	Not approved
	-
	-

	Kentucky (KY)
	Not approved
	-
	Not approved
	-
	-

	Louisiana (LA)
	Approved
	Jun-15
	Not approved
	-
	Aug-19

	Maine (ME)
	Approved
	Nov-99
	Approved
	Nov-16
	Mar-11

	Maryland (MD)
	Approved
	Apr-14
	Approved
	Nov-22
	Jul-17

	Massachusetts (MA)
	Approved
	Nov-12
	Approved
	Nov-16
	Nov-18

	Michigan (MI)
	Approved
	Nov-08
	Approved
	Nov-18
	Dec-19

	Minnesota (MN)
	Approved
	May-14
	Not approved
	-
	Jul-15

	Mississippi (MS)
	Approved
	Feb-22
	Not approved
	-
	Jan-23

	Missouri (MO)
	Approved
	Nov-18
	Approved
	Nov-22
	Feb-23

	Montana (MT)
	Approved
	Nov-20
	Approved
	Nov-20
	Jan-22

	Nebraska (NE)
	Not approved
	-
	Not approved
	-
	-

	Nevada (NV)
	Approved
	Jun-01
	Approved
	Nov-16
	Jul-15

	New Hampshire (NH)
	Approved
	Jul-13
	Not approved
	-
	May-16

	New Jersey (NJ)
	Approved
	Jan-10
	Approved
	May-20
	Apr-20

	New Mexico (NM)
	Approved
	Apr-07
	Approved
	Apr-21
	Apr-22

	New York (NY)
	Approved
	Jul-14
	Approved
	Mar-21
	Dec-21

	North Carolina (NC)
	Not approved
	-
	Not approved
	-
	-

	North Dakota (ND)
	Approved
	Nov-16
	Not approved
	-
	Mar-19

	Ohio (OH)
	Approved
	Jun-16
	Not approved
	-
	Jan-19

	Oklahoma (OK)
	Approved
	Jun-18
	In progress
	-
	Oct-18

	Oregon (OR)
	Approved
	Nov-98
	Approved
	Nov-14
	Oct-15

	Pennsylvania (PA)
	Approved
	Apr-16
	Not approved
	-
	Feb-18

	Rhode Island (RI)
	Approved
	Jan-06
	Approved
	May-22
	Apr-13

	South Carolina (SC)
	Not approved
	-
	Not approved
	-
	-

	South Dakota (SD)
	Approved
	Nov-20
	Not approved
	-
	Jul-22

	Tennessee (TN)
	Not approved
	-
	Not approved
	-
	-

	Texas (TX)
	Not approved
	-
	Not approved
	-
	-

	Utah (UT)
	Approved
	Nov-18
	Not approved
	-
	Mar-20

	Vermont (VT)
	Approved
	May-04
	Approved
	Jul-18
	Oct-22

	Virginia (VA)
	Approved
	1979
	Approved
	Jul-21
	Aug-20

	Washington (WA)
	Approved
	Nov-98
	Approved
	Dec-12
	Jul-14

	West Virginia (WV)
	Approved
	Apr-17
	Not approved
	-
	Nov-21

	Wisconsin (WI)
	Not approved
	-
	Not approved
	-
	-

	Wyoming (WY)
	Not approved
	-
	Not approved
	-
	-


Source: Compiled by SPEEDA Edge using multiple sources
Looking ahead, several public filings, analyst predictions, and sources indicate that by 2024, two more states could legalize the medical use of cannabis and five other states could legalize recreational use. 
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[bookmark: _fxdzkvtmn32q]Why is cannabis gaining traction?
[bookmark: _nf3vwz4a2kf1]1. Easing of public perceptions of cannabis
Cannabis used to have a bad rap, but this is changing with the rise of the Millenials and cultural shifts in society. A 2021 poll of 5,109 US adults indicated that 91% of Americans think cannabis should be legal, with most (60%) favoring legalization for recreational use. This sentiment is held across age, sex, race, and political affiliation, with the exception of those 75 and older.
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Professional sports are also hopping aboard the marijuana express. With cannabis’ ability to manage pain, athletes are pushing for looser restrictions and penalties, with Major League Baseball and the National Football League already making moves to relax their policies. A 2020 survey by the Global Sport Institute at Arizona State University shows that 45% of US adults believe athletes should have the right to use medical or recreational cannabis if legalized in their respective states. This is in stark contrast to Gallup polls in 1969 and 1980, which showed that only 12% and 25% of respondents, respectively, believed in legalizing cannabis.
[bookmark: _xlfriumlwenk]2. Unlocking new medical uses
Given its ongoing legalization, companies have invested more resources into testing, developing, and examining the use cases and other benefits of cannabis. Studies are being carried out to examine the potency of cannabis in treating a variety of conditions, including those for which it is already approved as well as potential new uses such as Alzheimer's, autism, epilepsy, Parkinson's, and Tourette Syndrome. Studies are also delving into the drug’s impact on sleep, mental state, and overall physical function.
[bookmark: _4l4ht91c8rw5]3. Increase in product innovation and variation
Producers of cannabis and cannabis-infused consumables are constantly innovating and developing a wider range of products to give customers more customization options. This refers to the method of consuming cannabis as well as its effects. Variations in the high, its duration and strength, and tighter control over inconsistencies in effects are some of the product differentiators that innovators are aiming for to reach untapped customer bases. 
[bookmark: _61ma1r9svp3v]4. Increase in accessibility through retail channels
Improved availability and access to cannabis, beyond traditional retail avenues, have driven consumer demand. Studies have shown that consumers prioritize product quality, variety, proximity, hours of operation, and the knowledge of the staff when choosing retailers. With new market entrants opening retail locations, respondents to a 2022 study published by BMC Public Health (who previously had concerns over these factors) felt that these issues had been resolved. Additionally, with many dispensaries, cultivators, extractors, and infusers opting to provide online services instead of brick-and-mortar establishments, consumer access has only improved.
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[bookmark: _libcmifyipzl]What are the key segments?  
We have segmented the cannabis industry based on the main stages of the value chain: 1) cultivators, 2) extractors and infusers, 3) consultants and testers, 4) dispensaries, and 5) prescribers. Many players in the industry have vertical integrations with either cultivators or dispensaries but specialize in one stage. Most vertical integrations happen at the “cultivation,” “manufacturing,” and “dispensaries” stages, with players either having their own retail options (as is the case with some cultivators and manufacturers) or their own cultivation operations (as is the case with some manufacturers and dispensaries).
[bookmark: _kt71k5b306yc]

[bookmark: _7dqmptryrnn]The cannabis value chain has five main areas of operation
[image: Cannabis insight_value chain]
[bookmark: _2o6w7ffg5sx]Source: Created by SPEEDA Edge based on multiple sources
Cultivators like Cresco Labs and The Green Organic Dutchman Holdings specialize in genetic and organic cultivation, respectively, despite having retail operations. Dispensaries such as Dutchie and Eaze make up a significant portion of the online presence in this segment, offering doorstep delivery for a range of cannabis products. Extractors and infusers such as Sanity Group and Kadenwood typically have their own retail operations, while prescribers such as Texas Original (previously known as Compassionate Cultivation) provide prescription and medical marijuana card services, along with their dispensary operations. Finally, consultants and testers such as Cansativa Group help companies enter this industry and navigate legal requirements, while companies like PotBotics provide customer insights.

However, we exclude the following areas when selecting companies for this industry:
1. Warehousing and logistics partners. This is because these partners typically are not purely focused on cannabis and tend to store/deliver other perishables.
2. Consumption lounges. This could eventually become a more prominent sector in the future, but as of right now, very few disruptors operate exclusively in this space. 
3. Disposal companies. Similar to warehousing and logistics partners, there are a few pureplay operators in this field driven solely by cannabis-related disposal facilities.
[bookmark: _1dc6187z3w1f]

[bookmark: _mc8jlihl2ozf]What are the risks?
Despite the industry’s expansion, the grass is not as green as one might think. Companies must still navigate the complexities of evolving state and local regulations, securing banking and financial services, as well as supply chain and cultivation challenges. The industry also still faces some negative public perceptions and safety concerns.   
· Repeals and changes to laws creating a haze: The legality of cannabis varies greatly from state to state. The current federal law also prohibits banks from providing services to legal cannabis businesses. This uncertainty could potentially discourage investors from entering the market or making further investments. For instance, in November 2022, proposals to legalize recreational marijuana in Arkansas, North Dakota, and South Dakota were rejected by voters. Moreover, some states that once provided legal protections for cannabis use have since revoked them. Maine, which once allowed recreational use, repealed the statute in 2017.
· Illicit cannabis market continues to affect legal businesses: The legal cannabis market in the US continues to be impacted by illicit businesses that make up a significant portion of cannabis sales. BDSA Market Forecast estimated that the illicit market would make up nearly 55% of total cannabis sales in 2022. This is further exacerbated by the lag in licensing programs and licensed sales. New York legalized marijuana in 2021 but made its first sale for recreational use in December 2022. 
· Oversupply risks in the legalized cannabis market: Oversupply is a common challenge in the US cannabis market, caused by an excess of cultivation licensees. This is seen particularly in western states with long growing seasons like Oregon, where cultivators produce twice as much cannabis as estimated consumer demand. The supply glut has pushed prices down in many mature states such as California where wholesale prices have declined as much as 95% (December 2022) since legalization in 2016.
· Proof of addiction, side effects, and perception issues: Studies by the Center for Disease Control and Prevention (CDC) indicate that 10% of cannabis users can become addicted, while other studies have shown users have experienced negative side effects such as dizziness, hallucinations, and low blood pressure.  This contributes to the negative stigma surrounding the drug, causing new consumers to hesitate and current consumers to hide their use in social settings.
[bookmark: _acdjz7det48m]What’s next?
Despite the challenges faced by the industry, the growth of the cannabis market doesn’t seem to be slowing down. This is driven by the growing global use of cannabis and its legalization for recreational and medical purposes.
· US and global cannabis market dynamics indicate growth for the foreseeable future: Market consensus suggests that the US cannabis market was valued at  around USD 25 billion, up 30% YoY, likely due to the legalization of recreational or medical cannabis in 11 states between 2020 and 2021. As legalization continues to expand, the average research consensus predicts that the US cannabis industry will be worth around USD 50 billion by 2026. This represents a ~15% CAGR between 2021 and 2026. Globally, the cannabis market is reportedly valued at USD 33.8 billion by 2022, with a YoY growth of 15.6%. Similar to the US market, the average research consensus predicts that the global cannabis market will grow at a CAGR of 24.5% between 2021 and 2026, reaching a market value of USD 87.3 billion.         
· Online stores and big business’ market domination: Online delivery of cannabis products has surged, with weed delivery companies such as Eaze raising USD 202.5 million, as of 2022, at a reported valuation of USD 700 million. Although big businesses are bound to dominate the market, smaller entrants appear to have an assured space, as the variety in strains and the consumer’s preference for locally produced cannabis leaves room for specialization and the discovery of niches. 
· Tech will increase the efficiency of businesses: With technology improving rapidly, companies in the cannabis industry are integrating tech solutions such as machine learning, automation, and blockchain into their processes. Players are entering the cannabis industry with technological solutions as well. For instance, MTrac aims to solve the industry's banking problems via blockchain, Bloom Automation is developing robots for trimming and processing cannabis plants, and Biolumic is developing specialized lights to optimize cannabis yields. 
· Bioengineering seeds will blaze a trail: Companies such as FarmaceuticalRX are paving the way for cannabis bioengineering and strain chronicling with in-depth studying and testing of the best ways to create optimal yields and consistent strain varieties. This area is also a hot topic for clinical studies, as the mapping of the cannabis genome and its optimization will shape the future of supply trends and the ability of new entrants to differentiate themselves with unique strains. 
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Cannabis legalization roadmap

Year Medical Recreational

2022 Mississippi Maryland, Missouri, Rhode Island,

2023 Minnesota, tho, Oklahoma, and
Pennsylvania

2024 Delaware Nebraska, Wyoming

Source: Compiled by SPEEDA Edge using multiple sources
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