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Independent Investment Research 

WHO IS IIR? 

Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned research for 
Brokers, Family Offices and Fund Managers. IIR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising activity and therefore it does 
not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the Aegis Equities 
business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that covers listed and unlisted 
managed investments, listed companies, structured products, and IPOs.
IIR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and appraisal of research 
analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by, any sales 
personnel nor do they have dealings with Sales personnel

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity, experience, individual 
reputation, and evaluations by investor clients. 

INDEPENDENCE – ACTIVITIES OF ANALYSTS

IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches. Pitch materials 
by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed as representing 
the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings of securities or any other investment banking 
transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or telephone in order to help ensure that they 
have access to the same information as their investor clients. 

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended conferences may 
include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and expected market 
reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES

IIR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and personnel from other 
business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research and from offering 
or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These restrictions do not preclude the 
acceptance of reasonable hospitality in accordance with the Firm’s general policies on entertainment, gifts and corporate hospitality. 

DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“IIR”) (ABN 11 152 172 079), an corporate authorised representative of 
Australian Financial Services Licensee (AFSL no. 410381. IIR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its preparation. Each company specified 
in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources that IIR 
believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event that updated or additional information is issued by the “Participants”, 
subsequent to this publication, IIR is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as 
at the date of publication and may change without notice. IIR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss 
or damage relating to this document to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any 
investment. Any opinion contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a 
recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should 
obtain individual financial advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial 
situation or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other country. This 
document does not constitute an offer of services in jurisdictions where IIR or its affiliates do not have the necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate 
may, from time to time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the Participant, their directors 
and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication. 

IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection 
with making any statements and/or recommendation (if any), contained in this Report. IIR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the 
securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in this publication; may affect transactions 
which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships in the companies mentioned in this publication; and/or may perform paid services 
for the companies that are the subject of such statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information contained in this 
publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.

THIS IS A COMMISSIONED RESEARCH REPORT.

The research process includes the following protocols to ensure independence is maintained at all times:

1) The research process has complete editorial independence from the company and this included in the contract with the company;

2) Our analyst has independence from the firm’s management, as in, management/ sales team cannot influence the research in any way;

3) Our research does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold” on any stocks.  This is left to the Adviser who knows their client and the individual portfolio of the client.

4) Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense.  Our firm has a conservative bias on assumptions provided by management as 
compared to Broking firms.

5)  All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6) All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Investment Profile

Share price ($) as at 4 July 2017 0.535

Issued capital:

Ordinary shares (M)* 88.4

Performance Shares (M) 1.0

Performance Rights (M) 5.2

Options (M) 3.5

Fully Diluted (M) 98.1

Market capitalisation ($M) 47.3

12-month Low/high ($) 0.19/0.93

*Includes shares held in escrow

Board and Management

Boaz Wachtel: Executive Chairman

Dr. Miri Halperin Wernli: Chief Executive Officer

Adam Blumenthal: Non-Executive Director

Dr. James Ellingford: Non-Executive Director

David Russell: Chief Operating Officer

Major Shareholders                                     %
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Update - July 2017

FIRST TO IMPORT MEDICINAL CANNABIS TO AUSTRALIA 
First Company to Import Medicinal Cannabis Product into Australia: Through its 
partnership with Health House International Pty Ltd (Health House), Creso was the first 
company to successfully import medicinal cannabis products into Australia under the new 
Federal Government legislation. The products were imported from the Canadian based 
CanniMed Therapeutics Inc. Creso will benefit from first mover advantage.      

Exclusive Distribution Agreement Signed with Cannapharm AG: The company continued 
to expand its partner network with the company announcing it has signed a Letter of Intent 
(LOI) with Cannapharm AG, a Swiss based medicinal cannabis producer, for the exclusive 
distribution rights of its medicinal cannabis products to seven counties throughout Asia 
Pacific and Latin America. The products may be branded as Creso Pharma products. The 
first imports to Australia from Cannapharm are expected in 2H’17. The company is currently 
in discussion with its partner, Health House, to include these products in the distribution 
agreement. We would expect the company to enter into an agreement/partnership with local 
agents for the distribution of the products in other countries.                    

Development of Nutraceutical Products Progresses: After successfully registering hemp 
extract in the European Feed Materials Registry, the company is on track to launch its two 
hemp-based animal health products, anibidiol® 2.5 for small companion animals and anibidiol® 

80 for large companion animals, by year-end. The company has continued to progress the 
development of its human health products, with the commencement of the pilot production 
of its first human nutraceutical products using two delivery technologies to alleviate 
anxiety and stress expected to be launched in Europe in 1H’18. The company is currently in 
discussions with the relevant health authorities regarding the regulatory notification of the 
products and is on track to meet its predicted launch dates.     

SwissVit Product Range to be Launched: The company is seeking to launch the Swiss 
Vitamin (SwissVit) nutraceutical product range throughout Asia Pacific and Latin America 
in 2018. The SwissVit range will include nutritional supplements using the INNutriGel Soft 
Gum™ technology targeted to treat a number of health issues including eye health, bones 
and joints, oral iron supplementation and digestion. The SwissVit range will not include hemp 
extract but incorporate the relevant vitamins and supplements to support the treatment 
of the above-mentioned health conditions. The required ingredients will be sourced and 
the products manufactured by INNutriGel. Creso will purchase the finished product for 
distribution through its channels. The nutraceutical market in Asia Pacific provides a 
significant opportunity for the company, however we note it is also a very competitive market 
and gaining consumer acceptance will likely require a significant marketing campaign.      

Capital Position: The company has over $10m in cash after raising $8m through the issue of 
11.6m shares at $0.69 per share in March. A further $1m was raised through a Share Purchase 
Plan (SPP). The company has a strong capital position after the capital raising with no debt. The 
capital raised should be sufficient to maintain operations until the product launches in 2Q’18, 
however the company may need to raise additional capital depending on the sales volume of 
the products.                

Investment Case: While the company has taken significant steps to put themselves in a 
position to be a significant player in the emerging hemp extract and medicinal cannabis 
market, the company is in the early stages of growth and is operating in a highly competitive 
market. With the company undergoing product development and currently generating low 
levels of revenue, an investment in the company remains speculative. The company is 
currently focusing on the development and commercialisation of the nutraceutical products 
for both human and animal health which will generate revenue in the short-to-medium term. 
The company has also taken the initial steps of supplying medicinal cannabis to the Australian 
market. The Australian market is still in its infancy, however being the first mover in supplying 
medicinal cannabis puts the company in an advantageous position. In its current state, 
the company is highly dependent on its partner network to supply and distribute products. 
The ability to internalise some of these functions, as funds permit, will derisk the current 
business model.                           
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COMPANY UPDATE 

 � Since initiating coverage on Creso in March, the company has continued to extend its 
partner network and product development to position itself as a significant player in the 
nutritional supplement and medicinal cannabis market. We have detailed the key partners 
in the below section. 

 � Through it’s partnership with Health House International Pty Ltd, the company was the 
first company to successfully import medicinal cannabis products into Australia under 
the new Federal Government legislation. Three cannabis oils were imported and will be 
distributed by Health House to authorised pharmacies across Australia.    

 � The company continues to progress with the development and commercialisation of its 
full plant hemp extract nutraceutical products for animal and human health. As shown in 
the below graphic, the company expects to launch four animal health products and three 
human health products over the coming 18-months to select European markets.

 � The two anibidiol® products for animal health will be the first products to be launched by 
year-end after having registered hemp extract in the European Feeds Material Registry 
earlier in the year. This will be followed by the launch of two more animal products and 
two human health products (CannaQIX®) in 1H’18. 

 � The CannaQIX® products will be using the INNutriGel Soft Gum™ technology and the 
Domaco technology and are currently in pilot production. Creso is yet to disclose to the 
market what the Domaco delivery technology is.    
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 � The company will also be launching a Swiss Vitamin (SwissVit) product range throughout 
Latin America and Asia Pacific in 2018. The SwissVit range will deliver nutritional 
supplements to support the treatment of a number of health issues using the INNutriGel 
Soft Gum™ technology. INNutriGel will source the relevant vitamins and supplements 
and manufacture the Soft Gums, which will then be purchased by Creso and be branded 
as a combined INNutriGel & Creso products. All supplements will be sourced from 
European-based companies. The company believes the SwissVit product range will 
facilitate brand awareness in preparation for the launch of the hemp based nutraceuticals 
in these markets as regulations move in favour of the sale of these products.        

 � In April 2017, the company announced the appointment of David Russell as the Chief 
Operating Officer (COO). Mr. Russell is based in Sydney and is responsible for assisting 
the CEO with the business operations and corporate strategy. Mr. Russell has over 25 
years experience in the pharmaceutical industry with a number of global companies 
including Roche, Actelion Pharmaceuticals, Celgene and Novogen. Throughout his career, 
Mr. Russell has been responsible for building, leading and growing commercial teams 
for product launches throughout Australia and Asia in a number of therapeutic areas 
including haematology, oncology, immunology, cardiology and pulmonary treatment.
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 � In March, the company completed a share placement of 11.6m shares at $0.69 per share, 
raising $8m. The company also completed a Share Purchase Plan (SPP) in April, raising a 

further $1m. This takes the companies cash on hand to over $10m.          

PARTNER NETWORK & DISTRIBUTION AGREEMENTS
The company has secured a number of distribution and strategic agreements with producers 
and distributors of medicinal cannabis and nutraceutical products. These include:

 � LeafCann Group Pty Ltd: A strategic agreement has been signed with LeafCann, 
an Australian based medicinal cannabis producer, to accelerate the development and 
commercialisation of Australian manufactured medicinal cannabis products. Under the 
agreement, LeafCann will supply Creso with cannabis, which will be used to develop, 
manufacture and commercialise Creso’s therapeutic products for both the human and 
animal markets in Australia.      

 � Health House International Pty Ltd: The company has partnered with Health House 
for the import and distribution of Canadian medicinal cannabis products to the Australian 
market. Given the recent successful trial of the importation of products, the parties 
will now enter into an initial two-year agreement for the import and sale of a minimum 
quantity of product.   

       In February 2017, Health House was granted an import/export licence after the Australian 
Federal Government authorised controlled importation by approved providers to boost 
local supply until domestic production is sufficient to meet the needs of the Australian 
market.         

 � Cannapharm AG: The company has signed a letter of intent (LOI) with Cannapharm AG, 
a Swiss based medicinal cannabis producer, for the exclusive distribution of its medicinal 
cannabis products throughout seven countries the Asia Pacific and Latin America. These 
countries include Australia, New Zealand, China, Brazil, Chile, Columbia and Mexico. The 
products may be Creso Pharma branded and the agreement allows for the parties to 
expand the countries/regions for distribution. 

 � Sin Solution: The company has signed a LOI wit the Brazilian based Sin Solution, for the 
marketing, sale and distribution of Creso’s nutraceutical products in Brazil. The company 
is seeking to register the Swiss Vitamin nutraceutical product range (SwissVit) with an 
expected launch into the Brazilian market in 2H’CY18.       

 � Domaco, Dr. med Aufdermaur AG: The company has signed a LOI with Domaco for 
the development and commercialisation of new full plant hemp extract nutraceutical 
products for human and animal health. The two companies will develop and 
commercialise two products for human health and one for animal health using Domaco’s 
proprietary technology platforms. The technology platforms that will be used for these 
products is yet to be released to the market.         

 � CanniMed Therapeutics Inc: The company has signed a LOI with CanniMed, a Canadian 
medical cannabis group (TSX: CMED), to be the preferred distributor of all CanniMed’s 
medicinal cannabis products in the European Union. CanniMed is licensed under the 
Access to Cannabis for Medical Purposes regulations and has been the sole supplier of 
Health Canada’s initial medical marijuana program. CanniMed’s medical products include       
cannabis oils and dried cannabis. CanniMed generated revenue of CAD$14m for fiscal 
year 2016. 

NUTRACEUTICAL DELIVERY TECHNOLOGIES
 � In addition to the products being produced by Hemp Industries (CBDium & diCBDium 

oil and hemp seed oil), the company has secured the exclusive rights to apply cannabis 
ingredients into two existing delivery platforms: (1) INNutriGel Soft Gums™; and (2) 
BioLingus. 

 � Creso has entered into licence agreements with the patent owners of the delivery 
technologies to develop and commercialise hemp based and non-hemp based products 
to support the treatment of a number of health conditions.
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 � Given the CBD compound is typically poorly absorbed by the body, the company is 
seeking to develop products delivered through the buccal system as this has been 
determined by the company as the delivery route that provides for the maximum level of 
absorption by the body. 

 � Once developed, the company will be focusing on distributing the nutraceutical products 
to the European market. Creso does not own the delivery technology patents, however 
will have the exclusive rights to the products they have developed in collaboration with 
the owners of the technology platforms and is in the process of filing provisional patents 
for its products. 

1) INNutriGel Soft Gums™

 � Creso has entered into an exclusive licence agreement for the use of INNutriGel Soft 
Gums™ delivery platform. INNutriGel is a Swiss based company that has developed a 
technology using a novel process to produce both filled and unfilled Soft Gums from 
starch for the nutraceutical and pharmaceutical industry.

 � The Soft Gums delivery platform and technology is patented in a number of countries 
with the two patents covering the process and Soft Gums as a product expiring in May 
2027 and March 2030, respectively.

 � The Soft Gums are delivered orally and are absorbed through the buccal system. In 
addition to the increased bioavailability due to delivery through the buccal system, the 
Soft Gums are easy to ingest and have no gelatin, which means they are vegetarian, 
vegan, halal and kosher friendly.

 � Under the terms of the agreement, the two companies will seek to develop the optimal 
Soft Gum formulation which can be produced using full plant hemp extract as a filler.

 � Once the product is developed, Creso will have worldwide exclusive rights to the use 
of the delivery technology with any full plant hemp extract or any other cannabinoids 
extract.    

2) BioLingus Technology

 � Creso has entered into a collaboration and licence agreement with BioLingus IP GmbH, a 
Swiss based biotech company, for the development and use of their patented BioLingus 
Technology.

 � The BioLingus Technology is used to create microcapsules which can be developed using 
different formulations, such as sublingual (under the tounge) tablets. The technology 
is considered an optimised and stable formulation that provides a robust and scalable 
process.

 � The BioLingus Technology is protected by patents in a number of countries until 2031. 
As such there is a significant period of time that Creso will have exclusive use of the 
delivery platform before generic versions of the technology are introduced.   

 � Under the terms of the agreement, the two companies will collaborate to develop 
and commercialise products combining the BioLingus Technology with hemp extract 
ingredients to produce highly innovative therapeutic solutions with high bioavailability and 
absorption.  

INVESTMENT CASE
 � The company was only recently incorporated and listed on the ASX and is in the early 

stages of growth in an industry that is still in it’s infancy. As such, an investment in the 
company is speculative. However, we note that since listing, the company has taken 
significant steps to develop its partner network and product development to put itself 
in a position to become a significant contributor to the nutraceuticals and medicinal 
cannabis market. 

 � The company is positioning itself to be a significant player in the Australian medicinal 
cannabis market through its partnership with Health House. Through this partnership, 
the company was the first company to successfully import medicinal cannabis products 
into Australia for distribution. Being first mover in this market will provide significant 
advantages to the company. The agreement signed with LeafCann to develop medicinal 
cannabis products in Australia will further enhance the company’s market presence if the 
products can be developed, licenced and commercialised in a timely manner. 
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 � The hemp based nutraceuticals market is still in its infancy but growing, however there 
has been some discussion in recent months as to whether or not hemp based products 
are classified as a dietary supplement under the FDA definition. While the company is 
not seeking to enter the US market, in the event the FDA determines that hemp based 
nutraceuticals are not dietary supplements, this could have a negative impact on the 
global market potential.     

 � The market for both nutraceuticals containing hemp extracts and medicinal cannabis 
markets are expected to continue to grow as more countries legalise its use for 
therapeutic purposes. The company provides domestic investors, the opportunity to gain 
exposure to the growth in these markets not only in Australia, but globally and is well 
capitalised at present with over $10m cash on hand.   

 � There remains dilution risks with the company given 30% of the shares on issue remain 
in escrow, which are due to be released from escrow at varying dates and a further 
5.7m options on issue that are currently in-the-money. In addition to this, further capital 
raisings in the future may dilute existing shareholder positions.                                                          
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