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September 28, 2022 

Elixinol Wellness Ltd. 
(ASX: EXL / OTC: ELLXF) 
 

Expanding Globally with a Leading Australian CBD Brand 
- Initiating Coverage  

BUY 
Current Price: A$0.026 
Fair Value: A$0.09 
Risk*: 4 

 
Sector/Industry: Healthcare / Life Sciences                Click here for more research on the company and to share your views 

 
 
 
 
 
 
 
 

 
 
 

 YTD 12M 

EXL -65% -76% 

ASX -15% -10% 

 
 
 

52-Week Range A$0.019 - $0.11 

Shares O/S 316M 

Market Cap. A$8M 

Current Yield N/A 

P/E (forward) N/A 

P/B 0.7x 

 
 
 
 

 
Key Financial Data (A$)    
YE Dec 31 2021 2022E 2023E 
Cash  12,649,000 498,359 995,701 
Working Capital 14,873,000 2,282,519 3,238,256 
Total Assets 25,332,000 11,776,259 12,256,391 
Total Debt 678,000 357,000 250,000 
Revenue 9,338,000 6,555,519 8,727,419 
Net Income -17,025,000 -13,224,481 -7,480,723 
EPS  -0.05 -0.04 -0.02 

 *See last page for important disclosures, rating, and risk definitions. All figures in A$ unless otherwise specified. 

Highlights  
• Elixinol develops and sells hemp-derived CBD nutraceutical, cosmetic, and food products. 

The company utilizes third-party manufacturers, and distributes its products through pharmacies, 
wellness stores, and e-commerce platforms.  

• We believe the company’s key strengths include – a wide range of product offerings, extensive 
distribution channels, and a presence in the two largest CBD markets in the world (the U.S. & the 
U.K.), and in Australia, Latin America, South Africa, Japan, and South Korea. Australia accounts 
for over 50% of revenue currently.  

• Its flagship subsidiary, Hemp Foods Australia, is a leading hemp company in Australia. Its 
products are available in Costco (NASDAQ: COST), large retailers such as Woolworths (ASX: 
WOW) and Coles (ASX: COL), and several leading health food stores and supermarkets. In the 
U.S., products are mainly distributed through CVS (NYSE:CVS) and CBD Emporium. The 
company also has a licensing agreement with BRITISH CANNABIS, a large manufacturer and 
distributor of cannabis in the U.K. 

• The U.S. CBD market is expected to grow from US$5B in 2021, to US$16B by 2026, implying a 
CAGR of 25% (Statista), while the Australian CBD market is projected to grow to US$376M by 
2028, up from US$52M in 2021, implying a CAGR of 33% (grandviewresearch.com). 

• Despite its strong product portfolio and extensive distribution channels, the company has yet to 
break-even. Over the past two years, in order to cut costs and turn profitable, the company 
transitioned from in-house to contract manufacturing, and discontinued production for third 
parties, and sales of low-margin products. As a result, EBITDA improved from -$22M in 2020, to 
-$14M in 2021. Our forecast for 2022 is -$11M. We expect EBITDA to turn positive in 2025, 
and believe the company will have to raise $8M next year for working capital.  

• EXL is trading at just 0.3x revenue (forward) vs the sector average of 1.2x. We believe EXL 
should move closer to the sector average if management is able to continue slashing costs, 
and improve EBITDA in the coming quarters.  

• We are expecting sequential revenue growth in Q3 as product distribution has increased 
significantly in the past 12 months.  

 
Risks 
• Operates in a highly regulated industry subject to government intervention 
• No guarantee that EXL will be able to stay competitive  
• Hefty marketing budgets are critical for growth  
• EBITDA yet to be positive; potential for share dilution from equity financings 
• Product recall risk 

Sid Rajeev, B.Tech, CFA, MBA 
Head of Research  
 
Alexis Cabel, B.A.Econ 
Analyst 

EXL Price and Volume (12M) 

Company Data  

http://www.researchfrc.com/
https://www.researchfrc.com/website/
https://www.researchfrc.com/company/elixinol-wellness-limited/
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Founded in 2014, 
and went public in 

2018 
 

10 employees in the 
U.S., and 18 in 

Australia  
 

In H1-2022, 
Australia accounted 
for 53% of revenue 

 
 U.K. sales 

commenced this 
quarter (Q3-2022) 

 
 

 
In 2020, the 

company  
discontinued 

production for third 
parties; 

subsequently, EXL 
transitioned away 

from in-house 
manufacturing, and 

started using third 
party manufacturers, 

resulting in a 
significant reduction 

in fixed costs/G&A 
expenses 

 
As a result of the 

above, revenue 
declined 51% YoY in 

2020, 38% YoY in 
2021, and 33% YoY 

in H1-2022 
 

However, EBITDA 
improved from     

-$22M in 2020, to     
-$14M in 2021; our 
forecast for 2022 is  

-$11M 
 
 
 
 
 

Company Overview 
Elixinol is a global natural health and wellness consumer products company. 
It develops, manufactures, and sells hemp-derived nutraceutical, cosmetic and 
food products. The company’s products are widely distributed through pharmacies, 
wellness stores, and e-commerce channels.  
 

 
*The Americas include the U.S. and Latin America 

 
Elixinol Americas 

 
(47% of revenue) 

Elixinol Europe 
 

(Commenced sales this 
quarter) 

Hemp Foods Australia 
(HFA) 

(53% of revenue) 

 

 

 
Background 
Based in Colorado  
 
Established in 2014 to 
manufacture and 
distribute dietary 
supplements and topical 
products 

Background 
Based in London  
 
Established in 2018 to 
manufacture and 
distribute hemp and 
CBD based food, 
cosmetics, and skin care 
products 

Background 
#1 hemp food 
company in Australia 
by revenue  
 
Based in New South 
Wales; founded in 1999 
to manufacture and 
distribute hemp-derived 
products  

Source: Company/FRC 
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Wide range of 
products 

 
 
 

 
 
 
 
 
 

Extensive 
distribution channels 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
We believe Elixinol’s 
products are priced 

lower than their 
comparables 

 
 

Favorable product 
ratings: 9/10 rating 

on cbdclinicals.com, 
and 4.8/5 stars from 

555 reviews, on 
reviews.io 

 
 
 
 
 
 
 
 
 
 
 

Elixinol Americas Elixinol Europe Hemp Foods Australia 
(HFA) 

Production 
Products are 
manufactured by third 
parties using 
locally/organically grown 
hemp 
 

Licensing Agreement 
In December 2021, 
Elixinol entered into a 
three-year agreement 
with BRITISH 
CANNABIS to 
manufacture, market and 
sell CBD products in the 
U.K.  

Production 
Products are 
manufactured by third 
parties using 
locally/organically grown 
hemp 
 
 

Distribution  
Available online on 
elixinol.com and 
www.cvs.com, and in 
retail stores such as 
CBD Emporium  

Licensee Background 
BRITISH CANNABIS is 
a large manufacturer 
and distributor of 
cannabis in the U.K., 
Europe’s biggest CBD 
market 

Distribution  
Available in Costco, 
large supermarket 
chains (Woolworths 
and Coles), leading 
health food stores 
(Health Life and Go 
Vita), supermarkets, 
IGA, and Harris Farms 

Source: Company/FRC 
 

Brand Portfolio 
Elixinol 

 

• Digestible (gummies, capsules, and dog 
drops and soft chews) and topical (balms, 
gels, and oils) products 
 

• 60-capsule bottle:US$59.99 
• 500 mg oil: US$29.99 
• 30-piece gummy bottle: US$29.99 
• 1,000 mg sports gel: US$49.99 
• 30-piece dog chews: US$19.99 

 

Source: Elixinol and FRC 
 
 
 
 
 
 

https://www.researchfrc.com/website/
http://www.cvs.com/
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Planning to grow 
through new product 

launches and 
distribution channels  
 

Like any business 
involved in 

consumer product 
sales, we believe 

hefty marketing 
budgets are critical 

for growth 
 

The company 
currently spends 

26% of revenue for 
marketing; we note 

that comparables 
spend 20%-35% of 

revenue for 
marketing 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Hemp Foods Australia 

 

 

• Food (hemp seeds, flour, oils, and peanut 
butter), supplements (capsules and gels), 
and skin care (body oils, deodorant, 
conditioners, lip balms, body wash, and 
cleansers) 
 

• 1 kg bag of hemp seeds: $44.95 
• 420 g hemp protein can: $31.95 
• 250 ml hemp seed oil: $10.50 
• 250 ml hemp hand & body wash: $21.95 

 

Source: Hemp Foods Australia and FRC 
 

Key Developments 
 

Elixinol Americas Elixinol Europe Hemp Foods Australia 
(HFA) 

1. Aiming to drive e-
commerce sales  

 
2. Product launches: 

Everyday adaptogen 
capsules and CBD 
gummies 

 
3. Upcoming products: 

Pet foods 
 

1. Elixinol’s products are 
included in the U.K.’s 
Food Standard 
Authority’s (FSA) list 
of safe products  

 
2. Targeting chain stores  

 

The PA Group, an 
independent pharmacy 
with 1,200 members, is 
expected to start 
distributing HFA’s 
products in 50 stores 

Source: Company 

 
 
 
 
 
 
 
 
 
 
 
 

https://www.researchfrc.com/website/
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The U.S. CBD 
market is expected 

to reach US$16B by 
2026 (from US$5B 

in 2021), reflecting a 
CAGR of 25% 

 
 
 
 
 
 

 
 
 

The U.K. has the 
world’s second 

largest CBD market, 
after the U.S. 

 
CBD sales in the 

U.K. more than 
doubled from 2019 
to 2021; sales are 
expected to grow 

10% p.a. from 2021 
to 2025 (Source: 

ACI and CMC)  
 
 
 
 
 
 
 

The Australian 
market is projected 

to grow to US$376M 
by 2028, up from 
US$52M in 2021, 

reflecting a CAGR of 
33%  

 
 
 
 
 
 
 

Market Overview 

 
Source: Statista 

 

 
Source: The Association for the Cannabinoid Industry (ACI) and Centre for Medicinal 

Cannabis (CMC) 
 

 
Source: grandviewresearch.com 

 

https://www.researchfrc.com/website/
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Management and 

directors own 9.9% 
 
 

Fully independent 
board 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Competition 
Currently, there are approximately 3,500 companies competing in the 
cannabis/hemp industry in the U.S. The sector is undergoing consolidation, 
where larger companies are acquiring smaller players. Recently, Australia’s 
Creso Pharma (ASX: CPH) acquired Colorado-based CBD maker Sierra Sage 
Herbs for $21M. We believe Elixinol’s wide range of products and extensive 
distribution make it an attractive target. 
 

Management and Board 

 
Source: Company 

 
Brief biographies of the senior management, as provided by the company, follow: 
 
Ron Dufficy – Global CEO  
Ron Dufficy has been with Elixinol since 2017. He was the company's Global Chief 
Financial Officer and focused on administrative, financial, and risk management 
operations. Ron was previously General Manager, Global Shared Services, at 
Aristocrat and Chief Financial Officer, Aristocrat America, where he was based in 
for nine years.  
 
Helen Wiseman –Independent Chair and Non-Executive Director 
Helen Wiseman is a non-executive director and audit committee specialist with 
extensive international experience in food, pharmaceutical, natural healthcare, 
professional services, energy and natural resources and manufacturing industries. 
As a former partner of KPMG and previously named as one of the 2014 Australian 
Financial Review and Westpac 100 Women of Influence, she brings diversity and 
seasoned governance skills to the board. 
 
Oliver Horn – Non-Executive Director 
Oliver Horn was most recently CEO of Swisse Wellness for Australia and New 
Zealand (ANZ) and North America. Oliver has previously held senior operational 
leadership positions at Treasury Wine Estates across ANZ, Europe, Middle East 
and Africa. With an established track record for exponential growth in established 
and emerging markets, Oliver has extensive experience in building premium global 
consumer brands, a deep knowledge of the vitamins, minerals and supplements 
(VMS) category, and a track record of premium brand building. 
 
Paul Benhaim – Non-Executive Director 
Paul Benhaim has over 25 years’ experience in the hemp industry and is co-
founder of Elixinol US. Paul is considered an expert in the industrial hemp industry 

https://www.researchfrc.com/website/
https://elixinol.com/
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As a result of 
restructuring, and 

increased 
competition, 

revenue declined 
from $31M in 2019, 
to $9M in 2021; H1-

2022 revenue was 
down 33% YoY to 

$3M 
 

On a positive note, 
revenue rebounded 

in Q2-2022 amid 
increased 

distribution; we are 
expecting sequential 
growth in Q3 as well 

 
 

 
 

 
 
 

Despite the steep 
fall in revenue, 

EBITDA has been 
improving due to 

significant cost 
savings 

 
 
 

and frequently presents at industry conferences globally. He has also played a role 
in shaping regulation around cannabis laws. 
 
David Fenlon – Independent Non-Executive Director 
David Fenlon has over 30 years of worldwide experience in the fast-moving 
consumer goods (FMCG) and consumer sectors. He is currently CEO of The 
Platform Alliance Group, Non-Executive Chair for Nutritional Growth Solutions, and 
Non-Executive Director of Quest for Life Foundation. He was previously Group 
CEO and Managing Director of BWX Limited, and prior to that, was Managing 
Director for Australia and New Zealand at Blackmores Limited. David's experience 
also includes holding key positions in Tesco throughout Europe and Safeway in the 
UK. 
 

Financials 
 

Historical Revenue 

  
 

 

 
Source: Company, FRC 

 

https://www.researchfrc.com/website/
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Gross margins are 
in line with the 

sector average 
 
 

 
 

Operating cash 
flows and FCF are 

improving 
 

 
 

 
 

Strong balance 
sheet 

 
 
 
 
 
 
 
 
 

Our DCF valuation 
is $0.12 per share 

 
We are assuming 

revenue to grow in 
line with the sector 

growth forecasts 
mentioned on page 

five  
 

We expect EBITDA 
to turn positive in 

2025  
 

We estimate the 
company will have 
to raise $8M next 
year for working 

capital 
 
 

 
 
 
 
 

 

 
 

 
 

 
Source: Company, FRC 

 

FRC Projections and Valuations 

 

 
Source: FRC 

 

https://www.researchfrc.com/website/
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EXL is trading at an 
88% discount to the 

comparables 
average 

EV/Revenue 
 
 
 
 
 
 
 

The average of our 
DCF and 

comparables 
valuations is $0.09 

per share 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
 

Assigning a risk 
rating of 4 

(Speculative) 
 
 
 

 

 
 

 
Source: FRC 

 
We are initiating coverage with a BUY rating, and a fair value estimate of $0.09 
per share. We are expecting sequential improvements in revenue and EBITDA in 
Q3.   
 
Although the company’s product portfolio and distribution are highly appealing, we 
believe management has to continue slashing costs, and improve EBITDA in the 
coming quarters to expand its investor-base. Note that we believe the company will 
have to raise $8M next year.  
 

Risks 
We believe the company is exposed to the following key risks (not exhaustive): 
 
➢ Operates in a highly regulated industry subject to government intervention 
➢ No guarantee that the company will be able to stay competitive in the markets 

it operates in or plans to operate in 
➢ EBITDA yet to be positive  
➢ Product recall risk 
➢ Hefty marketing budgets are critical for growth 
 
 

 
 

https://www.researchfrc.com/website/
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  The 
future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is conservative with 
little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive to 
systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash flows (though 
current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive to 
economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and coverage ratios 
are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a turnaround 
situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  Products may 
be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely on external funding.  These stocks are 
considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and opinions 
based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   There is no 
guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not own any shares of the subject 
company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject company.    Fees were 
paid by Elixinol to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence including setting fees in 
advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts may not trade in any security 
under coverage.  Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are protected contractually.  To further ensure 
independence, Elixinol has agreed to a minimum coverage term including an initial report and three updates.   Coverage cannot be unilaterally terminated.   Distribution procedure:  
our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access users through various other channels for a 
limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (65%), HOLD (7%), SELL / SUSPEND (28%). 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and uncertainties 
that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are not limited to, continued 
acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; competitive factors; new 
product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in the Company's periodic report 
filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making these forward-looking statements, 
Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this report.   A 
report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely 
to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS INFORMATION 
AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT ASSUMES FULL RESPONSIBILITY 
FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU 
INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON  OTHER 
ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT 
OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell 
any security.  It is not intended as being a complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this 
report were independently prepared unless otherwise stated and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional 
information is available upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper 
credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity in any 
jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 

https://www.researchfrc.com/website/
https://www.researchfrc.com/website/subscribe/

