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EMERGING MARKETS COALITION—PREFACE 
There is a flood of information and a desert of facts in the cannabis financial services industry. 

As someone long in financial services and payments, I can confirm that the legal cannabis 
industries (and ancillary businesses) represent some of the largest greenfield opportunities to 
the financial services and payments industries in decades.   

However, the cannabis industry still mostly transacts in cash. There are some alternative 
payment options, but nothing ubiquitous to enable this legal industry to grow and better serve 
its consumers—especially those who are medically using cannabis in place of opiates and other 
highly addictive or expensive drugs.   

Cash presents a number of critical challenges, including making it easier for criminals to transact 
in an opaque/untraceable way. This forced reliance on cash, due to federal scheduling of 
cannabis, is a public safety issue for schools, communities, and the entire United States—both 
because of physical security and, in this current age of epidemics, because cash is an alarmingly 
effective transmission tool for pathogens.  

Traditional financial services industry players have been hesitant to enter this market, largely 
driven by the conflict between state and federal laws, and the fact that cannabis is still federally 
a Schedule I drug. This means that the more than 30,000 legal operators, from dispensaries 
through to farmers, in this space lack full (in some cases any) access to basic financial services—
banking, lending, payments, investments, insurance, and more—because of a lack of clarity in 
legislation, regulation, and compliance requirements. Additionally, many investors are deterred 
by an opaque emerging market with regulatory uncertainty. 

This study was commissioned by the members of the Emerging Market Coalition (EMC), a not-
for-profit organization driving to normalize financial services in this dramatically growing legal 
industry. EMC is a coalition of the thought leaders and market-makers in the financial and 
cannabis industries. As a collaborative effort and voice spanning both industries, EMC seeks to 
set the standard in financial transparency, traceability, and fair taxation. EMC’s Pillars of Action 
are Educate, Advocate, Protect, and Promote. 

A special thank you to Kevin Morrison (Kaya Technologies) and Kelly Whyman (Seed2CPA) for 
sharing their deep expertise, resources, and powerful network in the cannabis and financial 
services industries and for contributing to this paper.  

EMC invites you to join the collective voice and to drive financial transactions to be fully 
transparent, traceable, and taxable.  

 

Kirsten Trusko 

CEO and Co-Founder, Emerging Markets Coalition 
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INTRODUCTION 
Ever since California became the first state to legalize medical cannabis in 1996, the U.S. legal 
cannabis market has continued to expand and evolve in new and often surprising ways. While 
growth has been high, the legal cannabis sector has faced significant challenges in gaining access 
to financial services. While the banking situation for legal cannabis is continually evolving, it has 
resulted in an overreliance on cash that causes significant problems for the industry and holds 
knock-on effects for cannabis businesses, banks, tax collection, law enforcement, regulators, and 
public health and safety. Despite challenges, the cannabis sector holds significant opportunities 
for banks as the market continues to expand. 

This summary white paper, produced by Aite Group in conjunction with EMC (Emerging Markets 
Coalition), is intended to serve as a snapshot of the use of cash in the legal cannabis sector. It 
looks at the legal underpinnings that force such a heavy reliance on cash, the current and 
forecast use of cash in the medical and adult-use space, and some of the opportunities for banks 
and other financial institutions. While banking cannabis remains challenging, the level of 
opportunity is still growing and changing from a legal perspective. It will remain a dynamic space 
for the foreseeable future. To access the full paper please email 
communications@EMCoalition.org for further information. 
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U.S. CONSUMERS ARE SPENDING MORE THAN 
EVER ON LEGAL CANNABIS 
The legal cannabis market in the U.S. is growing and continues to expand on a state-by-state 
basis. As of Q1 2020, 11 states have legalized both adult-use and medical cannabis, a further 22 
have medical legislation in place, and 13 have some limited forms of CBD available; only four 
states have not passed any legislation at all regarding legalizing or decriminalizing any aspect of 
cannabis. The market was also given a further boost in 2018 with the full legalization of non-THC 
hemp under the 2018 U.S. Farm Bill. 

As the legal position of cannabis evolves on a state-by-state basis, the size of the overall market 
continues to rise year on year. Aite Group conservatively estimates that U.S. consumers spent 
US$9.9 billion in cash on legal cannabis across nearly 4,000 adult-use and medical dispensaries in 
2019. Of that figure, nearly US$6.2 billion was spent on adult-use cannabis and US$3.7 billion on 
medical cannabis, a rough split of two-thirds to one-third of the market (Figure 1). These 
estimates are based on available tax revenue, dispensary numbers, and consumption statistics 
on a state-by-state basis from official government sources. Aite Group notes these figures do not 
include the sizeable black market for cannabis, which even in full legal states may be equal to or 
greater than the value of the legal market. 

Aite Group notes these figures also do not include the substantial ancillary industry surrounding 
legal cannabis or the newly legal hemp market, including for cultivation, processing, and other 
support services, nor do they take into account the substantial and growing market for CBD-
based products ranging from beauty creams and supplements to pet treats. The overall 
economic effect of cannabis will be significantly larger than the US$9.9 billion listed here and will 
extend into other markets over time. 

Figure 1: U.S. Consumers Spent US$9.9 Billion in Cash at Legal Dispensaries in 2019 

 

Source: Aite Group 

Adult-use
63%

Medical
37%

Value of Cash in U.S. Dispensary Market, e2019
(Total=US$9.9 billion) 



Cash in the U.S. Legal Cannabis Market: The Unseen Cost of Cash in a Pandemic - Summary November  2020 

© 2020 Emerging Markets Coalition. All rights reserved. Reproduction of this report by any means is strictly prohibited. 

 
6 

CANNABIS IS AN OPPORTUNITY FOR BANKS 
While a daunting proposition to many banks, the legal cannabis market is a significant 
opportunity as well, particularly during a period of economic uncertainty. The legal environment 
remains complex but is nonetheless in a phase of continued development and has major 
potential to change significantly in the near term. Further, the routes to entering the market for 
banks of all sizes are becoming easier as new entrants help to facilitate compliance and even 
source potential clients. Not all banks will have the appetite for cannabis at this stage, and this 
undoubtedly presents a significant opportunity for banks willing to take the plunge.  

C A N N A B I S  B A N K I N G  I S  A  R E V E N U E  G E N E R A T O R  F O R  B A N K S  
While the regulatory hurdles of cannabis banking, including SARs filings and continual due 
diligence, are enough to scare off most banking providers, those that are proactive in the sector 
see significant financial benefit. Alongside the substantial funds and business growth seen by 
many cannabis-related businesses, institutions banking the cannabis industry are able to 
generate notable deposits and revenue tracks, including for service fees on deposit accounts. 
Table A outlines real examples of banks that actively bank the cannabis sector compared to 
peers of a similar asset size.  

Table A: Cannabis Bank Service Fees on Deposit Accounts 

Bank Asset size 
(in US$ 
millions) 

Service fees on 
deposit accounts 
(in US$ millions) 

Service fee revenue 
as a percentage of 
asset size 

State Cannabis or 
noncannabis 
bank 

Bank A  $140.2   $2.8  2.0% Colorado Cannabis 

Bank B  $140.2   $0.3  0.2% Missouri Noncannabis 

Bank C  $123.3   $2.5  2.0% Florida Cannabis 

Bank D  $123.3   $0.4  0.3% Tennessee Noncannabis 

Source: Aite Group, FDIC 

M O R E  R O U T E S  T O  M A R K E T  F O R  B A N K S  
Many banks active in the cannabis banking space prefer overall not to advertise their services, 
and this can make forming relationships with cannabis businesses difficult. Further, many banks 
and credit unions struggle to navigate the intricate due diligence and compliance requirements 
necessary to be active in the space. To help meet these challenges head on, a growing number 
of third-party organizations and technology vendors that work as intermediaries between banks 
and cannabis businesses, including licensed dispensaries, are now emerging to help meet 
compliance requirements and form banking relationships.  

Many of these emergent cannabis banking partners are specifically targeting smaller banks that 
may lack the resources to pursue full compliance for banking cannabis on their own, and this is 
lowering barriers to entry in the market. Organizations such as Dama Financial, Shield 
Compliance,  SpenceLabs and Hypur aim to offer both payment services that can replace cash 
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and greater automation of compliance requirements for both banks and cannabis businesses. As 
the technology and business processes inevitably mature in the cannabis space, access to the 
market will broaden and create further opportunity for bank entry 
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CONCLUSIONS 
• Cannabis spending in the U.S. will remain positive despite economic turmoil. In 

many markets, cannabis retail businesses have been deemed essential businesses 
and have been allowed to stay open, and the sector may prove to be a 
countercyclical industry. Aite Group estimates cash spending will grow up to 25% in 
2020 to reach US$12.3 billion. 

• While it’s complicated, there is a legal path for banks wishing to be active in 
cannabis banking. 

• There is ample room for more banks to enter the cannabis market, and the true 
number of proactive banks is likely only about 100 institutions. Banks with an early 
start will have an advantage when the legal environment changes and more banks 
enter the market. 

• Growing numbers of third-party fintech vendors and service providers, including 
NatureTrak, Shield Banking, Dama, SpenceLabs, FinCann and Abaca are providing the 
means for banks to access and serve the legal cannabis market more easily through 
technology-driven compliance and market outreach. Barriers to bank entry are 
lowering as a result. 

. 

 


