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Cannabis companies have diluted shareholders at extraordinary rates since legalization excitement
peaked in 2018-2019. Cash burn, regulatory delays, and limited

Cannabis companies have diluted shareholders at extraordinary rates since legalization excitement
peaked in 2018-2019. Cash burn, regulatory delays, and limited access to banking (federal
illegality) have forced near-constant equity raises at discounts that erode value systematically.

TraderTools tracks dilution risk across cannabis / marijuana companies in real time - monitoring SEC
EDGAR for shelf registrations, ATM programs, convertible notes, and warrant issuances that signal
upcoming dilution. Here's what the data shows about this sector.

Why Cannabis / Marijuana Companies Dilute More
The structural drivers of dilution in this sector come down to the gap between capital requirements
and available revenue. Companies need cash to operate, build, and grow. Without consistent
profitability or access to debt markets, equity issuance becomes the default funding mechanism.

The pattern repeats constantly: company raises capital -> burns it building the business -> cash runs
low -> raises again -> dilutes shareholders -> repeat until either profitability or failure.

The Most Common Dilution Mechanisms
* S-3 Shelf Registrations: Pre-approved permission to sell securities. Filed when the company
anticipates needing capital. The gun is loaded - watch for 424B5 prospectus supplements as the
trigger pull.

* ATM Programs: Continuous share selling through a broker-dealer. Identified by 424B3 filings. No
announcement, no deal - just persistent selling into the market daily.

* PIPE Deals: Private placements to institutional investors at a discount. Almost always include
warrants as sweetener. Lock-up expiration is the event to watch.

* Convertible Notes: Debt that converts to equity. Variable-rate converts with floating conversion
prices are the most dangerous - they create death spirals as price falls.

How to Monitor Cannabis / Marijuana Dilution Risk
Tracking dilution across a portfolio of cannabis / marijuana stocks manually is impossible at scale.
TraderTools monitors 8,500+ active tickers with 60-second EDGAR polling, scoring each on a 0-100
dilution risk index. High-scoring cannabis / marijuana companies appear prominently in the critical
risk lists.

* Check the Critical Risk list for current high-risk cannabis / marijuana stocks

* Add specific tickers to your watchlist for instant filing alerts

* Review the dilution score methodology to understand what drives each company's score

Key Metrics to Watch in Cannabis / Marijuana Filings
* Cash runway: How many months can the company operate at current burn rate?
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* Authorized vs outstanding shares: Large gap = dilution reservoir available to management

* Warrant coverage ratio: Outstanding warrants as % of current shares

* Recent offering history: How many times has this company raised equity in the past 24 months?

* Going concern language: If auditors have flagged survival risk, a capital raise is imminent

Additional Dilution Risk Analysis for Cannabis Stocks

Historical Patterns of Dilution and Retail Impact

Historically, companies with high dilution risk - especially in volatile sectors like cannabis -
often see retail investors lose significant value during periods of aggressive capital raising. When
a company issues new shares at below-market prices or through warrants, retail shareholders
experience immediate dilution of their ownership percentage and often face erosion in share price.
For example, companies that have issued multiple shelf offerings or used PIPE deals to raise capital
have typically seen average retail shareholder returns lag behind the broader market by 15-30% over
2-3 years post-dilution event.

Using TraderTools, investors can observe how companies with similar risk profiles historically
performed, revealing a consistent pattern of underperformance for small to mid-cap cannabis stocks
that repeatedly dilute equity. These trends often persist even after the initial capital raise, as
market confidence wavers.

Key SEC Filings to Monitor on EDGAR

Investors should closely monitor several key SEC filings for early signs of dilution:

* S-3 Registration Statements - These are used for shelf offerings, often signaling a company's
intent to raise capital through future share sales.

* 8-K Filings - Report material events such as new equity issuances or warrant exercises that may
indicate upcoming dilution.

* 424B5 Filings - These are used for prospectus amendments, often related to rights offerings or
new equity deals.

These filings can be tracked using the Shelf & ATM Monitor, which provides alerts and data on
upcoming capital raises.

DilutionScore vs. Sector Averages

Companies with a high DilutionScore, such as those in the cannabis sector, often exceed industry
averages by 20-40%. In this case, if a stock's score is significantly above the sector average of
65, it signals an elevated risk for retail investors. A DilutionScore above 80 is typically
associated with companies that have issued multiple warrants or used ATM programs to raise capital,
which often leads to significant dilution over time.

The shows how this score correlates with performance trends and identifies companies most at risk
for further shareholder erosion. Investors should note that stocks scoring above 75 are more likely
to be in the top quartile of dilution activity, often resulting in long-term underperformance.

Next Steps for Investors Monitoring This Stock

Investors should regularly check the Warrant Tracker and set up alerts for key filings like S-3 and
8-K. If a company has recently issued warrants or is planning a shelf offering, it's a red flag.
investors should watch for signs of regulatory delays or cash burn, which often precede new capital
raises.
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For those tracking a stock with high dilution risk, the best strategy is to monitor the company's
liquidity and use tools like the TraderTools to assess whether the company's capital structure
aligns with its long-term goals or if it's simply trying to stay afloat.

Caution: High Dilution Risk May Not Always Mean Immediate Loss

While high dilution scores are often predictive of long-term underperformance, they do not guarantee
loss. However, investors should be wary of stocks with repeated dilution events and consider exiting
positions before new capital raises occur.

Monitor Cannabis / Marijuana Stocks Free

TraderTools tracks the entire cannabis / marijuana sector with real-time SEC EDGAR alerts. Add any
stock to your watchlist - free to start.

Set Up Free Alerts ->
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