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In the following commentary, Portfolio Manager Korey Bauer of the Cannabis Growth ETF (BUDX) provides a cannabis 
market update, the performance and composition of the portfolio, and the cannabis sectors outlook moving forward. 

Thanks for choosing the Cannabis Growth ETF as your vehicle to gain access to the emerging cannabis sector.

Cannabis Legislation Continues to take Center Stage on Capital Hill

BUDX 
Inception  2/22/19

Shareholders & Prospective Investors, 

On September 27th, the CANIX mutual fund converted 
to the Cannabis Growth ETF (BUDX) which is now 
traded on the New York Stock Exchange (NYSE). The 
ETF’s investment objectives, strategies and policies are 
substantially similar to those of the predecessor mutual 
fund, and it continues to be managed by the same 
portfolio manager.

Cannabis Market Update: 
The U.S. House Judiciary Committee on Thursday, 
September 30th advanced the MORE Act. While this 
is a big step, it’s not the first time this has passed this 
committee. We think this is the first of many steps 
towards the goal of full legalization in the coming years. 
As a reminder, the MORE Act would make cannabis fully 
legal in the United States and it would remove it from 
the Controlled Substances Act.

Also, as part of the National Defense Authorization Act 
for 2022, the SAFE Banking Act was included inside 
this year’s defense budget. This would allow banks and 
other financial institutions to provide banking and other 
services without the risk of violating the law. to get 
access to banking and other critical aspects of operating 
a business. According to MJBIZ, “As of June 30, 706 
banks and credit unions were actively providing banking 
services to marijuana-related business, up slightly from 
689 in March, according to data from the Financial 
Crimes Enforcement Network (FinCEN), a division of the 
U.S. Treasury”.1 While this is exciting, the big question is 
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will the Senate keep this language in their version of the 
budgets bill? Again, whether this goes through the NDAA 
or not, cannabis clearly is a major topic of conversation, 
and all signs point so a significant change in near future. 
From our conversations with industry leaders, they 
believe there will be some form of SAFE Banking that will 
be passed in Q1 or Q2 of 2022.

2021 has been an exciting year for cannabis companies 
with $9.44 billion in total capital raised thus far. Most 
of the raises are coming from the U.S. with $410 million 
in equity (up 11%) and U.S. debt raises are up by $809 
million (up 82%) from 2019.2 
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U.S. Debt is the Fastest Growing Financing Segment

Another positive development for the U.S. cannabis 
market is the booming Illinois market. Sales this year are 
approaching $1 billion as industry sales were at $997 
million at the end of September. If we compare these 
statistics to last year, Illinois only sold $669 million in 
all of 2020. Growth remains extremely robust for U.S. 
cannabis companies, and we still believe there is a clear 
pathway for continued success with or without federal 
legalization in the near term. 

ROW: Rest of World 
Source: https://www.viridianca.com/deal-tracker/cannabis-deal-tracker-week-38-2021
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Portfolio Performance:

The performance data quoted represents past 
performance. Such favorable performance was 
attributable to unusually favorable conditions that are 
likely not sustainable or may not recur. Past performance 
does not guarantee future results. Current performance 
may be lower or higher than the performance data 
quoted. The investment return and principal value of an 
investment will fluctuate so that an investor’s shares, 
when sold or redeemed, may be worth more or less than 
their original cost. Returns less than one year are not 
annualized. For the most recent month-end performance, 
please call 888.885.0588.

The Cannabis Growth ETF (BUDX) was up 3.76% (NAV) 
year to date as of 9/30/21. Over the last three months 
the ETF was down -20.94%. Over the last year the fund 
was up 63.26% and our benchmark, the Cannabis World 
Index, was only up 36.45%. One of our top holdings, 
IIPR (Innovative Industrial Properties), had a strong 
quarter and was up over 20%. The company continues 
to benefit from sale leasebacks with U.S. cannabis 
companies as cannabis is still classified as a Schedule 
1 drug which hinders these companies from getting 
access to traditional banking services. On the other 
hand, Canopy Growth (CGC) had a rough quarter and 
was down over 40%. The company is struggling to find 
a way to profitability and is dealing with a completely 
oversupplied Canadian cannabis market at the current 
time. While we are still hopeful the new management 
can turn the business around, we are cautiously 
optimistic given the sector headwinds that still remain in 
the near term due to COVID.

We continue to deliver strong relative outperformance 
to our benchmark with our tactical and active approach. 
While performance has been strong, we continue 
to diligently navigate the cannabis sector as new 
opportunities and challenges will undoubtedly emerge in 
the future. 

Outlook:
We are still very bullish on the long-term outlook for the 
global cannabis market. Last year in the U.S., there were 
$17.2 Billion dollars in cannabis sales. That number was 
40% greater than 2019 and we think we are still in the 
early innings of what could be a $100+ billion cannabis 
industry in the U.S. alone by the end of the decade. We 
are in the camp that M&A activity in the U.S. and around 
the globe will continue to accelerate in the coming 
years as states and countries start to build a robust 
legal cannabis program in their respective jurisdictions. 
The consolidation will likely happen faster than most 
people realize, and size and scale will likely win the race 
long-term as companies attempt to build a national and 
global brand. 

We remain cautious on the Canadian Licensed Producer’s 
(LP’s) as there is still a significant amount of dried 
flower that sits on the balance sheets of many of these 
LP’s balance sheets. The U.S. market on the other hand 
continues to be a driver of significant growth for the 
global cannabis market as states continue to deliver 
record results and more states continue to adopt legal 
cannabis frameworks. 

I think the biggest misconception for cannabis investors 
is that we need federal legalization for these companies 
to thrive. That is not the case and if anything, we believe 
it strengthens the position of these companies to build 
stronger moats that will likely make it more difficult 
for larger Consumer Packaged Goods companies to 
eventually acquire these businesses. According to Matt 
McGinley, analyst at Needham, he notes that “This 
has been a gangbuster year for fundamentals with the 
industry on pace to grow 25-35%, MSO3 revenue is 
likely to grow 2x, and EBITDA4 set to grow 2.4x.” Lastly, 
I would like to touch on another topic that is often 
overlooked. Canadian cannabis companies are not “plant 

1 Mo. 3 Mo. 1 Yr. Since 
Inception* 

BUDX (NAV) -11.98 -20.94 63.26 -16.94*
BUDX (Market) N/A N/A N/A -3.65
S&P 500 Index -4.65 0.58 30.00 20.22*
Cannabis World Index -14.02 -25.36 36.45 -35.01*

Cannabis Growth ETF Returns (%) as of 9/30/21

*Annualized 
Inception date February 22, 2019 
BUDX Gross (Net) Expense Ratio: 11.95% (0.79%)

3 MSO – Multi-state Operator 
4 EBITDA - Earnings Before Interest, Taxes, Depreciation, and Amortization
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touching” businesses in the United States. At this point, 
Canadian LP’s are not able to produce or sell any (THC) 
Tetrahydrocannabinol in the U.S. THC is still a Schedule 
1 drug classified by the DEA and for these companies 
to be able to touch the plant they would need to delist 
from the major exchanges in Canada and the U.S. and 
move to the (CSE) Canadian Securities Exchange. 

About Foothill Capital Management
Foothill Capital Management is a specialized asset manager 
focused on markets they view as innovative, fast-growing or 
emerging to provide investors with an aggressive growth 
component in their equity portfolios.

Of Special Note: Statements, estimates and forecasts are subject to significant legal, business, economic, and competitive uncertainties, including 
competition, limited access to bank services, litigation, enforcement actions, and the receipt of government authorizations. This includes differences 
in, among other things, laws, regulations and guidelines relating to the manufacture, transportation, and storage of cannabis, and the conduct of 
operations, which vary among the U.S. federal government, various states, and foreign jurisdictions. There can no assurance that such estimates and/or 
forecasts will be realized, and these are not indicative of future investment performance. Historical data is not indicative of future performance.

2https://www.viridianca.com/deal-tracker/cannabis-deal-tracker-week-38-2021

1https://mjbizdaily.com/us-house-passes-cannabis-banking-reform-as-part-of-defense-legislation/

Market Price: The current price at which shares are bought and sold. Market returns are based upon the last trade price.

NAV: The dollar value of a single share, based on the value of the underlying assets of the fund minus its liabilities, divided by the number of shares outstanding. 
Calculated at the end of each business day.

Effective as of the close of business on September 24, 2021, the ETF acquired the assets and assumed the performance, financial and other historical information 
of the Cannabis Growth Fund, an open-end mutual fund (incepted February 22, 2019). The ETF’s investment objectives, strategies and policies are substantially 
similar to those of the predecessor mutual fund and it was managed by the same portfolio managers. Performance information for periods prior to September 24, 
2021 is the historical performance of the predecessor mutual fund and reflects the higher operating expenses of the predecessor mutual fund. The ETF has lower 
expenses than the predecessor mutual fund. For periods prior to September 24, 2021, the fund’s performance would have been higher than shown had it operated 
with the fund’s current expense levels.

The Fund’s advisor has contractually agreed to waive its fees and/or pay for operating expenses of the Fund to ensure that total annual fund operating expenses 
(excluding any taxes, leverage interest, brokerage commissions, dividend and interest expenses on short sales, acquired fund fees and expenses (as determined 
in accordance with SEC Form N-1A), expenses incurred in connection with any merger or reorganization, and extraordinary expenses such as litigation expenses) 
do not exceed 0.65% of the Fund’s average daily net assets. This agreement is in effect until May 31, 2031, and it may be terminated before that date only by the 
Trust’s Board of Trustees.

The S&P 500 Index: The S&P 500 Index is a market capitalization-weighted index of 500 widely held common stocks. The index does not reflect expenses, fees or 
sales charge, which would lower performance. The index is unmanaged.

Cannabis World Index: The Cannabis World Index measures the performance of exchange traded equity securities of companies that are engaged exclusively in 
legal cannabis activities under applicable national and local laws, including U.S. federal and state laws. The index does not reflect expenses, fees or sales charge, 
which would lower performance. The index is unmanaged.

You cannot invest directly in an index.

For more information regarding current ETF holdings and performance, please see the fact sheet. ETF holdings and sector allocations are subject to change 
and should not be considered recommendations to buy or sell any security. The views expressed represent the opinion of Foothill Capital Management which 
are subject to change and are not intended as a forecast or guarantee of future results.

Distributed by IMST Distributors, LLC. Foothill Capital Management is not affiliated with IMST Distributors.
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Before investing you should carefully consider the ETF’s investment objectives, risks, charges and expenses.  
This and other information is in the prospectus, a copy of which may be obtained from 888.885.0588 or by visting  
www.cannabisgrowthfunds.com. Please read the prospectus carefully before you invest.

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the ETF. Brokerage 
commissions will reduce returns. NAVs are calculated using prices as of 4:00 PM Eastern Time. The closing price is the 
Mid-Point between the Bid and Ask price as of the close of exchange. Closing price returns do not represent the returns 
you would receive if you traded shares at other times.

Investing involves risk, including possible loss of principal. The cannabis industry is subject to rapidly evolving laws, 
rules and regulations, and increasing competition which may cause such companies to change business model, shrink or 
suddenly close. These may limit access to banks, and create significant burdens on company resources due to litigation, 
enforcement actions, receipt of necessary permits and authorizations to engage in medical cannabis research or to 
otherwise cultivate, possess or distribute cannabis. Possession and use of cannabis is illegal under federal and certain 
states’ laws, which may negatively impact the value of ETF investments. Where legalized by states, cannabis possession 
and use remains a violation of federal law. The companies in which the ETF invests are subject to various laws and 
regulations relating to the manufacture, management, transportation, storage and disposal of cannabis, including 
health and safety, conduct of operations, and environmental protection. Even if a company’s operations are permitted 
under current law, they may not be permitted in the future, and a company may not be able to continue operations in 
its current location. Controlled substance legislation differs significantly between countries and may limit a company’s 
ability to sell products.

Foreign investing involves social and political instability, market illiquidity, exchange-rate fluctuation, high volatility 
and limited regulation risks. Emerging markets involve different and greater risks, as they are smaller, less liquid and 
more volatile than more developed countries. Investments made in small, mid-capitalization and micro-capitalization 
companies may be more volatile and less liquid due to limited resources or product lines and more sensitive to 
economic factors. ETF investments will be concentrated in an industry or group of industries, and the value of ETF 
shares may rise and fall more than more diversified funds. Purchasing and writing put and call options entails greater 
than ordinary investment risks. Options ownership involves the payment of premiums, which may negatively impact ETF 
performance. Please see the prospectus for details of these and other risks. 
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