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Waste Management Stocks Global Sector Investment Analysis by Sven Carlin Ph.D. — Stock
Market Research Platform.

This report starts with a general overview of the industry, what are the key factors to look at
when it comes to investing, the global trends and concludes with an analysis of 15 waste
management stocks from developed markets. Here is the Waste Management Stocks Google
Sheets List for the 15 developed markets waste management stocks. The analysis of waste
management stocks from emerging markets is coming...
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Introduction to investing into the Waste
Management Stocks industry

This is a short summary of my initial thoughts and findings on Waste Management.

Did you know, the average American throws away 2.01 kg (4.43Ib) of rubbish every day, or,
that the total volume of Municipal Solid Waste (MSW) produced in the US, each year, is equal
to the weight of 5,600 Nimitz Class aircraft carriers, 247,000 space shuttles, or 2.3m Boeing
747 jumbo jets. And, if all of the solid waste collected in the US was put in a line of average
sized waste disposal trucks, that line would extend from NYC to Los Angeles, over 100 times.
Also, 40% of all food in the US goes uneaten and is thrown away. (Source: Bank of America

Merrill Lynch - Waste)

Well, stick with me and ‘fun’ statistics like these will be at your fingertips. Over the last few
weeks, I have had to read through them all. So, I'm going to inflict a few on you. With this
report, amaze and fascinate your family and friends. In fact, don’t buy them presents (too much

waste) email them this report instead, as a gift!

But, for you as a value investor, let’s have another ‘fun fact’ and this time a special question.
According to the World Bank, commercial fees for collecting MSW range from about $35 per
year in low-income countries to $300 in high-income countries (see, fascinating). The question

- Do you know why this is important and how it will make you money?
No.
Well, congratulations, your about to find out.

Let’s start off by explaining there are many areas to waste management, recycling, circular

energy production etc. Here, 1 am predominantly going to be talking about traditional good
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old-fashioned waste, rubbish, garbage, call it what you will. You know what | mean. The dirty

stuff.

Why? Because, | am old fashioned and I like my rubbish old fashioned, plus, globally, only 25
percent of this type of waste is currently recovered or recycled. In other words, it’s a growth

area. How do we know this?

Waste Management - Prospects for Global Growth
According to The World Bank, an estimated 2.01 billion tonnes of municipal solid waste was

generated in 2016, this number is expected to grow to 3.40 billion tonnes by 2050 (under a

business-as-usual scenario).

Figure 2.5 Projected Global Waste Generation
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The total quantity of waste generated in low-income countries is expected to increase more
than three times by 2050. Currently, the East Asia and Pacific region is generating most of the
world’s waste, at 23 percent, and the Middle East and North Africa region is producing the

least in absolute terms, at 6 percent. By 2050, however, waste generation in Sub-Saharan
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Africa, South Asia, and the Middle East, North Africa regions, is expected to approximately

triple, double, and double, respectively.

Current estimates for the MSW market alone are USD $410-433 billion per year. Estimates for
the total global waste management market are as high as USD $1 trillion given it’s larger range

(for example, industrial waste, wastewater and sewage, sustainable packaging, and e-waste).

So, lots of rubbish is being generated and needs to be dealt with. But more importantly, the

world population, as a whole, is growing, increasingly it is moving into towns and cities, it is

December 2019

also becoming richer. The impact of this is illustrated in the next few charts:

Table 3: Top 10 megacities 2011-2025 (population in millions)

City Country
Tokyo Japan
Delhi India
Mexico City ~ Mexico
NYC USA

Shanghai China
S&o Paulo Brazil

Mumbai India
Beijing China
Dhaka Bangladesh
Kolkata India

Source: UN Population Division, BofA Merrill Lynch Global research

Population - 2011 City Country
37.2 Tokyo Japan
227 Delhi India
204 Shanghai China
204 Mumbai India
20.2 Mexico City ~ Mexico
19.9 NYC USA
19.7 Sao Paulo  Brazil
15.6 Dhaka Bangladesh
15.4 Beijing China
14.4 Karachi Pakistan

Costs of Waste Management by Income Group

Country Income Group
Low Income Countries

Lower Middle Income Countries
Upper Middle Income Countries
High Income Countries

Total Global Cost (US$)

Source: World Bank

2010 Cost
$1.5 billion
$20.1 billion
$24.5 billion
$159.3 billion
$205.4 billion

Population - 2025
38.7
32.9
284
266
24.6
236
23.2
22.9
226
20.2

2025 Cost
$7.7 billion
$84.1 billion
$63.5 billion
$220.2 billion
$375 billion
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Average Fees per Individual Household/Company

Table 5.5 Waste Management User Fees by Income Level

Average fees, US$ per year

Income group Household Commercial
High income $168 $314
Upper-middle income $52 $235
Lower-middle income $47 $173
Low income $37 $155

Note: All currency amounts are in USS$.

What do these charts explain. In basic terms, amounts of waste are largely determined by: i)
population size; and ii) consumption patterns, these factors are controlled by GDP per capita
growth. In other words, as a population grows, so does the amount of waste it creates. As that
population becomes richer, consumption also increases, again creating more waste (a 1 percent

increase in national income generates a 0.69 percent rise in MSW).

Similarly, as a population becomes richer, they, in general, move into towns and cities for work.
As a result, waste collection becomes more of a priority, due to space and health concerns.
These same concerns usually force governments and local councils to spend more cash on
waste management. Cash which they collect from the same newly rich residents. Residents
who do not want to live in slums, watching their children die of disease, like in the good old

days.
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Chart 8: Global urban population 1950-2050
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These governments introduce health laws and regulations about waste disposal, to comply with
global standards. These laws and regulations create barriers to business entry and allow
monopolies to develop for those waste management firms who have obtained contracts from

those same governments and councils.

What Do Waste Management Trends Mean To a Value Investor?
Well, perhaps rather than focus on companies, like Amazon, who stuff products into boxes and

deliver them around the world, we should be concentrating on what happens to that box once

we throw it in the bin. Waste disposal means:

e We have a market which is growing in size;
e We have a market with steady, predictable, long term revenue streams, created through

city waste management contracts;
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e And, we have a market which will never go out of fashion (everyone has got to eat etc
etc)

But, importantly, for investors, as we have already mentioned, when people become richer,
they move to cities and spend more per family, they produce more waste. However, this new
waste is different. It is more expensive. Those empty IPhone boxes and foil wrappers are more
valuable and can be recycled. And, perhaps more importantly, because we live in cities and put
out our rubbish for disposal, waste becomes easier to collect, things can be done more
efficiently, economies of scale kick in, larger companies take over responsibility, it’s easier to
get customers to pay up as they have bank accounts and best of all, as they are richer you can

force them to pay more for their waste collection.

Waste management, done well, can create a business environment with a large moat, that has
constant demand for its products and the ability to charge customers higher prices for the same

thing year in year out.

The Downside of investing into Waste Management Stocks
That all sounds great, a licence to print money. But there is always a downside or a voice of

caution. Here are a few issues:

e In reality, waste management is closely linked to economic cycles, the market is largely
driven by a combination of industrial output, revenue growth, and domestic
consumption. For example, the MSW industry was, likely everyone else, hit by the
Great Recession, with the EU most affected in terms of industrial production and GDP
forecasts. A recession can mean pricing pressure, a decrease in treated waste volumes
and landfill, plus emerging markets can be hit by currency and inflation fluctuations.
This is especially true when local governments, in search of greater returns have

exposed themselves to sovereign debt investments or issued local bonds.
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e MSW is often one of the largest single budget items for many cities. If EM municipal
government finances are strained, how likely are they to move away to more expensive
waste management?

e Currently, globally, about 37 percent of waste is disposed of in some type of landfill,
33 percent is openly dumped, 19 percent undergoes material recovery through recycling
and composting, and 11 percent is treated through modern incineration. Waste disposal
or treatment using controlled landfills is almost exclusively the domain of high- and
upper-middle-income countries. Lower-income countries generally rely on open
dumping, 93 percent of waste is dumped in low-income countries and only 2 percent in
high-income countries. With no money and large areas of cheap, empty land mass
available, will this change significantly in some EM countries?

e The adoption of new billing systems in developed markets, for instance, the pay-per-
weight system in France, is considered, by analysts, to mean downward short-term
pricing pressure, as they are designed to push customers to consume less and/or recycle
more. Although, longer term, it could also enable large and innovative players to gain
market share and improve their collection businesses (fixed services paid for by the
customers). Short term, these changes could affect profit margins.

e Many companies within waste management are becoming sizeable materials and
energy suppliers, due secondary raw materials recovery, waste-to-energy processes etc.
As a result, they are increasingly exposed to volatility in commodity prices, a process
that has to be managed. Some companies have a significant sensitivity to an industry
metric, adjusted operating cash flow to recycled materials price fluctuations.
Companies need to be more sophisticated around hedging strategy.

e Finally, for retail investing purposes, most publicly listed waste disposal companies are

based in developed markets. Global waste management is still, generally, locally based
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small family firms or perhaps run in house by the state or municipal government. Many
of the changes mentioned in this report have yet to happen on a sufficiently large
enough scale. It is still early days for investors and hard for the general public to gain

exposure to the global market fully at this time.

Waste Management stocks sector analysis conclusion - The Future Reality
Going forward, in line with many other sectors we have previously researched, analysts

anticipate a two-tier growth story within MSW:

Many developed markets, particularly in Europe, face structural changes in the waste business
coupled with lower waste volumes and a shift, in what is called, ‘the waste treatment mix’

(more recycling, less landfilling/incineration). These changes will hit margins.

The EM MSW market is expanding fastest on the back of: a sense of urgency due to climate
change and population growth, the need for a waste solution and profit opportunities created
from increased regulation, increasing barriers to market entry, caused by economies of scale,
new regulations etc. But in many places these changes have yet to take place, at least in a way
that global retail investors can exploit. That said, analysts consider Asia and Latin America to

be the most attractive regions, with China and Brazil the biggest growth markets.

So, I have been doing some searching through all the rubbish (I couldn’t resist that joke) and |
have researched through a number of companies, around 30 or so. A large number belong in
developed markets and are a US or European listed company. They are mostly the largest waste
managers globally. Some feature in one of the few ETFs specifically designed to cover waste
investing, or, were uncovered, in the natural cause of events, by myself, whilst carrying out my
research. All are considered, by analysts, to have a high exposure to the waste management

sector. What follows is the analysis of 15 waste management stocks from developed markets.
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Waste Management Stocks List and Analysis

Here is the full Waste Management Stocks Google Sheets List with financials and analyses
for businesses from developed markets. When going into a specific stock analysis, I’ll derive
the financials form this sheet.

Advanced Disposal Services Stock Analysis NYSE ADSW

Advanced Disposal Services was recently acquired by Waste Management (NYSE: WM) for
$33.15 per share. This is important because it shows how economies of scale are the key in
the waste management business and consequently that bigger players will look for scale and
growth through consolidating smaller players.

Advanced Disposal Services Inc
- <+ Foliow
NYSE: ADSW -

32,78 usb+0,030 (0,092%) +

13 Dec, 16:04 GMT-5 - Disclaimer

1 day 5 days 1 month 6 months Y¥TO 1 year 5years Max

35 23,08 USD 21 Dec 201

(=)

Advanced Disposal Services stock price

This has two benefits for investors; one is the growth that the large players will create while
the other is the benefit you immediately receive when the business you own is take over at a
30% or higher premium to current stock prices.

ADSW was purchased for $33.1 in cash while investors expecting a 10% investment return
from ADSW’s business, should not had paid more than $20 per share, including the value of
the assets. So, to fully take advantage of investing in the sector, you want to buy when the
actual business is delivering a satisfactory yield, be it 10% or 15% if you are like me, and
then sell when the market decides to pay full value, where a 5% return is satisfactory for
companies like Waste Management. Sounds strange? Well, if you can borrow at 4% and get a
5% return on your investment, you get rich quickly, plus if there are synergies even faster.

10
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Clean Harbors Stock Analysis, Inc NYSE CLH

Clean Harbors, Inc. is a provider of environmental, energy and industrial services, including
hazardous waste disposal for companies, including Fortune 500 companies, small waste
generators and federal, state, provincial and local governments.

Clean Harbors business - Source: Clean Harbors Investor Relations

CLH is highly exposed to business activity in the US, consequently a slowdown would be
very detrimental and in addition, what you are looking at now from an investing perspective
is probably the best the company can deliver as business in the late part of the economic
cycle is as good as it gets.

Clean Harbors stock investment analysis — leave it to pension and index funds

Therefore, a PE ratio of 26 is a bit high for the current environment the company is operating
in. 2019 expected free cash flows are $200 million which leads to a lower than 4.5% FCF
yield on investment as Clean Harbors’ market capitalization is above $4.5 billion.

11
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Clean Harbors stock price almost doubled during 2019 showing how it was definitely a much
better buy 12 months ago when the FCF yield was closer to 10% and PE ratio in the teens.

Clean Harbors Inc
NYSE: CLH
83,68 usD -0,020 (0,024%) +
13 Dec, 16:01 GMT-5 - Disclaimer
1 day 5 days 1 month 6 months Y¥TO 1 year 5 years Max
100 43,11 UsSD 21 Dec 2013
60
20 - - - -

Clean Harbors stock price

Going forward anything can happen, but investing is about risk and reward and | simply don’t
like the current risk and reward of Clean Harbors stock. If we have a recession, the stock
could easily fall to December 2018 levels while the upside is limited given the single digit
business yield and single digit growth in a strong economic environment. | would conclude
by saying that Clean Harbors stock is exuberantly priced at the moment. The net present
value for the stock targeting a 10% business return from the investment gives that Clean
Harbors stock is a buy at a price of $41.4.

On top of everything, Clean Harbors’ balance sheet is highly leveraged. Having almost a
billion in goodwill, $2 billion in liabilities on $1.2 billion in equity could lead to very tricky
situations if interest rates increase or business activity slows down. Thus, the risk of investing
in Clean Harbors stock is simply to high.

Of course, the fact that there are risks doesn’t have to mean anything in the short term or if
the risks don’t ever materialize. If the management continues to efficiently create value by
delivering growth, be it organic or through acquisitions, increases share repurchases and
lowers debt, the stock can keep going up.

12
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Capital Allocation Strategy

= Four key elements:

Organic

Growth
Investments

Repurchases

= Invest capex to drive growth
= Evaluate acquisition and divestiture opportunities
= Execute buyback plan

= Assess current debt structure

~
7 PEOPLE AND TECHNOLOGY CREATING A SAFER, CLEANER ENVIRONMENT l IeanHarhﬂr

Clean Harbors Strategy - Source: Clean Harbors Investor Relations

But, if you speculate on what the management can do and how that compares to other stocks
in the market, you are a relative and not an absolute investor. Relative investors look at what
the company does and compare it to others out there in the sector or in the general market.
Absolute investors focus on what is the business yield of compared to the stock price. Clean
Harbors’ stock offers a current FCF yield of 4.5%, alongside relatively high risk and future
expected growth in line with the US economy.

| think we can find better.

Covanta Holding Corporation Stock Analysis NYSE CVA — Dividend cut and bankruptcy
risk is too high

Covanta is a large global corporation that provides a variety of waste-management and
incineration services. 70% of revenue comes from waste management while the rest comes
from recycling and energy production.

13
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Covanta — World Leader in Energy-from-Waste

o) ing Tamarrow.

Pawering Today. Protectl

Waste: ! FY 2019 Guidance:
* Adjusted EBITDA:

Operate 41 Energy-from-Waste (EfW) facilities $420 - $445 million

~21 million tons processed annually = 1:1 tons of CO, equivalent offset * Free Cash Flow:

20 material processing $120 - $145 miltion

facilities

% of 2018
" Revenue

Energy:

~10 million MWh
generated annually

1,700+ MW base load capacity

Note: Guidance as of October 25, 2019.

Covanta’s business Source: Covanta Stock Investor Deck

The company expects to grow both organically and through acquisitions and is focusing on
the ‘energy from waste’ sector.

14
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Growth Strategy

December 2019

COVANT

Pawering Today. Prosecting Tomarmaw.

Organic Growth UK Expansion Other Investments

Leverage critical infrastructure assets
and favorable waste market dynamics

Grow Environmental Solutions business
to expand revenue opportunities and
attract higher price waste at Efw plants

Metals recovery and ash processing to
grow material sales and reduce cost

Continuous Improvement / Lean Six
Sigma driving record facility production

* Strong market fundamentals for EfW

development

— Declining landfill capacity

— Supportive policy

— Higher energy prices than US

* Capital-efficient investment model via

IV with Green Investment Group

* Robust Pipeline

— 2 projects in construction and 2 in
advanced development

— Multiple earlier stage opportunities

* Opportunistic investments and

* Recent and current activities:

acquisitions synergistic to core business

- Manhattan Marine Transfer Station
began operations in March 2019

— Palm Beach operating contracts
purchased in September 2018

- Signed concession agreement in
December to build new EfW facility
in Zhao County, China

3% to 5% organic growth rate in
Adjusted EBITDA

540 to 550 million Free Cash Flow
contribution from initial 4 projects

Attractive returns on invested capital

Target $250 million in Free Cash Flow by mid-next decade

Covanta stock growth strategy Source: Covanta Stock Investor Deck

It has 75% of the waste to energy market in the US and it plans to expand in the UK thanks to
a joint venture operation with Green Investment Group.

Covanta stock price and financials

The situation for Covanta’ stock price hasn’t been great over the past years.

15
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Covanta Holding Corp
<+ Foliow

14,69 usp-020 (1,34%) +

B A

13 Dec, 16:02 GMT-5 - Disclaimer

1 day 5 days 1 month & months Y¥TD year 5 years Max

30 15,78 USD 11 Mar 2005

[
]
(8]
]
=

995 1999 2003 2007 201

Covanta’s stock didn’t givenany return to shareholders for the past 14 years except for the
dividend. But before discussing the significant dividend let’s discuss Covanta’s financials.
Covanta Holding Corp CVA

Financials Export [Ascending |~

2009-12  2010-12  2011-12  2012-12  2013-12  2014-12  2015-12  2016-12  2017-12  2018-12 TTH
Revenue USD Mil 1,550 1,582 1,650 1,644 1,630 1,682 1,645 1,600 1,752 1,868 1,885
Gross Margin %: 39.0 32.8 33.0 — — — — — — — —
Operating Income USD Mil 244 227 245 236 239 215 152 129 103 145 108
Operating Margin % 15.8 14.3 15.1 14.4 14.7 12.8 9.2 7.6 5. - 5.7
MNet Income USD Mmil 10z 62 219 114 7 -2 68 -4 57 152 7
Earnings Per Share Uso 0.66 0.40 1.54 0.87 -0.07 -0.01 0.51 -0.03 0.44 1.15 0.04
Dividends usD — — 0.30 0.75 0.86 0.86 1.00 1.00 1.00 1.00 1.00
Payout Ratio % * = = 46.9 86.2 154.2 407.8 = 204.1 = 47.4 =
Shares wil 155 154 142 133 130 130 133 129 131 132 131
Book Value Per Share * UsD 8.53 7.52 7.96 7.54 6.55 6.06 4.80 3.85 2.56 3.85 2.87
Operating Cash Flow UsSD Mi 397 431 361 342 316 341 249 282 243 238 203
Cap Spending usD Mil -74 -133 -126 -127 -188 -216 -376 -359 -277 -206 -165
Free Cash Flow usD m 324 298 235 215 128 125 -127 =77 -34 32 34
Free Cash Flow Per Share * usD 2.09 1.83 1.71 1.62 1.31 0.88 -0.77 -1.15 -0.38 0.58 —
Working Capital UsD Mi 540 412 285 328 -119 242 331 126 119 56 —

* Indicates calendar year-end data infermation

Covanta stock financials — Source: Morningstar

Revenues have been flat for the past 10 years, while operating income, net income, book
value per share and cash flows all significantly declined. When all the important financial
metrics are in a downward trend but the company keeps paying a big dividend, debt usually
goes up. Covanta’s debt to equity ratio is 0.87 where total liabilities are $3.35 billion while
total assets are $3.85 billion. This tells us that operations are pretty leveraged while there is
no growth. But, before dismissing Covanta’s stock as an investment, we have to look at its

19
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outlook, business model and main possible issues like debt, contracted energy prices and
dividend sustainability.

Covanta Stock dividend sustainability

Let’s start discussing the issues. Covanta says it operates in markets with high barriers to
entry.

Irreplaceable Infrastructure

Powering Today. Protecting Tomarrow.

Covanta Facility Network

2% United States i — ‘"‘

& ot wew weatco Pr— I s

Map Key
i Covanta Network
Y g Loy * Morristown HQ

@ Energy-from-Waste Facility
A Material Processing Facility
W Metals Processing Facility

Concentrated in attractive, densely-populated markets

Continued decline in available proximate landfill capacity

Cost advantage vs. long haul transfer to landfills

Electricity sold at high demand points 6

Legacy markets can be costly to maintain. Source: Covanta Investor Relations

Would you like to have an ‘energy from waste’ facility in your backyard? Of course not.
Therefore, it is costly for the company to maintain those as you have to change filters,
improve disposals and you never know when you’ll get a lawsuit or lose your license.
Operating in such a difficult environment leads to high cash outflows, increased debt and
deteriorating book values over time. Plus, the energy sector doesn’t look attractive from a
price perspective.

17
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Energy Update
COVANTA
(Unaudited)
Q3 2019 revenue drivers vs. Q3 2018: (in millions, except price) Q3 2019 Q32018 2019€
Same store energy revenue: Energy Revenue:
Price down $4 million (5%) Energy Sales $66 567 $265 - $275
Volume up $2 million (2%) Capacity 9 13 45
Other 11} 6 - 10
Trends and outlook: Total $81 $81 $320 - $330
Energy prices remain muted MWh Sold:
Hedge activity: Contracted 0.6 0.5 21
0.3 million MWh remain exposed in 2019 Hedged @ 0.8 0.8 3.0
2.2 million MWh already hedged for 2020 Market 0.4 03 13-14
No meaningful contract transitions until 2024 Total 17 16 64-6.5
e — Revenue per MWh: 3
T — Contracted $62.77 $65.41 ~$65
Hedged $28.69 $28.24 ~534
Market $25.36 $33.66 ~525
Average $39.08 $41.48 ~542

Covanta stock - 2024 will come fast - Source: Covanta Investor Relations

Market energy prices are much lower than Covanta’s contracted energy prices. In 2024 when
the new contract transitions come, it will be difficult for Covanta to get new contracts above
market rates as it currently has. So, from 2024, on top of the current cash tight situation, there

will be even less money coming from the energy business.

Therefore, the cash situation of the company looks stretched. What kind of company pays out

a dividend and the securitizes its receivables to get cash upfront?

Recent News

December 12, 2019 December 11, 2019 December 9, 2019
Covanta Declares Regular Quarterly Cash Covanta Holding Corporation Signs ConcessionCovanta Holding Corporation Initiates Trade
Dividend Agreement to Build New... Receivable Securitization...
e ——— —
VIEW ALL NEWS

Covanta’s receivables securitization — Source: Covanta News

Such behaviour is unsustainable because at some point you can’t borrow anymore. When that
happens, debt investors panic and retreat, the company is not able to refinance and goes bust.
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To conclude, given C02 emissions, the focus on less waste, Covanta is not in a good position.
It could be that the dividend is the only thing keeping the stock price up and on a $2 billion
market cap, there are plenty of individual dividend investors and ETFs, or even better waste
management environmental index funds that hold this and keep Covanta’s stock price up. Al
always, anything can happen but the risk is simply to high in relation to the reward. The
company needs to be paying you a $1 dividend for the next 14 years just to give you your
money back while we don’t know whether the company will be around in 5 years.

On the other hand, the company targets $250 million in free cash flow by 2025.

Growth Strategy

Tomorrow.

Powering Today. Protecting

Organic Growth UK Expansion Other Investments

* Leverage critical infrastructure assets
and favorable waste market dynamics

« Grow Environmental Solutions business
to expand revenue opportunities and
attract higher price waste at EfW plants

* Metals recovery and ash processing to
grow material sales and reduce cost

+ Continuous Improvement / Lean Six
Sigma driving record facility production

« Strong market fundamentals for EfW

development
- Declining landfill capacity
- Supportive policy
- Higher energy prices than US

« Capital-efficient investment model via

JV with Green Investment Group

* Robust Pipeline

- 2 projects in construction and 2 in

* Opportunistic investments and

acquisitions synergistic to core business

* Recent and current activities:

- Manhattan Marine Transfer Station
began operations in March 2019

- Palm Beach operating contracts
purchased in September 2018

- Pursuing EfW development
opportunities in other
international markets (e.g., Asia)

advanced development

- Multiple earlier stage opportunities

3% to 5% organic growth rate in
Adjusted EBITDA

$40 to $50 million Free Cash Flow

= I 2 Attractive returns on invested capital
contribution from initial 4 projects P

Target $250 million in Free Cash Flow by mid-next decade

Covanta’s stock outlook — Source: Covanta Investor Relations

If that happens, the stock will be rerated and probably trading around $4 billion. However,
the risk of zero is too high when compared to the $4 billion upside. Investing in companies
that have debt levels above their market capitalizations is extremely risky. Plus, with the
cumulative cash flows over the last 4 years being a negative $170 million, where are they
going to find the money to keep paying the dividend or even, to survive?
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Donaldson Co Inc Stock Analysis NYSE DCI — Safe, sound and boring can be a bad

investment

Donaldson Company, Inc. is a vertically integrated filtration company engaged in the
production and marketing of air filters used in a variety of industry sectors, including
commercial/industrial, aerospace, chemical, alternative energy and pharmaceuticals.

Donaldson stock performed extremely well over the past 3 decades but has been volatile as of
lately and is especially volatile during economic downturns.

Donaldson Company, Inc.

' + Follow
NYSE: DCI -
96,86 usD +0,070 (0,12%) +

Closed: 17 Dec, 1612 GMT-5 - Disclaimer
Pre-market 56,74 -0,12 (0,22%)

1 day 5 days 1 month 6 months Y¥TO 1 year 5years Max
60 0,72 UsSD 20 Feb 1987
20
] il

985 195 2005 2015

Open 55,89 Div vield 1,48%

High 57.03 Prev close 5579

Low 56,51 52-wk high 57,47

Mkt cap 7,20B 52-wk low 40,27

P/E ratio — 2851

Donaldson stock price chart

The volatility is probably due to the relatively high price to earnings ratio of 28.5. The
company didn’t grow as fast as the stock price did in the last 10 years. Revenues increased
just 33%, earnings not even 20% since 2012 while the only thing growing was the dividend.
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Donaldson Co Inc DCI | %k

Financials E— n

201007 201107 201207 201307 201407 201507 201607 201707 201807 201907 ™
Revenue USD Mil 1,877 2,294 2,493 2,437 2,473 2,371 2,220 2,372 2,734 2,845 2,816
Gross Margin % 35.1 35.5 35.0 34.8 35.5 34.1 34.0 34.7 34.2 33.3 33.4
Operating Income USD Mil 238 315 363 343 356 288 274 329 380 388 378
Operating Margin % 12.7 13.7 14.6 14.1 14.4 12.2 12.3 13.9 13.9 13.6 13.4
Net Income USD Mil 166 225 264 247 260 208 191 233 180 267 258
Earnings Per Share usD 1.05 1.43 1.73 1.64 1.76 1.49 1.42 1.74 1.36 2.05 2.00
Dividends usD 0.23 0.27 0.32 0.41 0.57 0.67 0.69 0.70 0.73 0.78 0.80
Payout Ratie % * 26.6 18.8 18.5 22.7 31.0 41.8 458.3 41.7 83.0 32.1 40.0
Shares mil 158 157 153 150 147 139 135 134 132 130 129
Book Value Per Share * uso 5.05 5.33 6.16 7.40 §.02 6.30 6.02 6.11 5.48 7.38 7.20
Operating Cash Flow usD mi 203 246 260 316 318 213 286 310 262 S48 369
Cap Spending uso Mil -43 -61 -78 -85 -97 -94 -73 -66 -98 -150 -159
Free Cash Flow usD m 160 185 182 221 221 119 213 244 165 195 209
Free Cash Flow Per Share * UsD 1.15 1.04 1.19 1.36 1.59 1.03 1.28 1.88 1.068 1.46 —
Working Capital USD Mi 471 570 587 579 616 470 485 666 636 640 —

* Indicates calendar year-end data information

Source: Donaldson stock financials - Morningstar

Given the past performance, | find it unlikely that the company will grow faster in the future
and therefore it is not an attractive investment for me. | understand investors that see it as a
safe investment that will compound over the long-term as the return on invested capital has
constantly been above 15% over the past decade and Donaldson has a strong balance sheet,
but apart from safe and sound, there is not much to it.

Donaldson’s dividend has been increasing for the last 20 years but | don’t see that as enough
of a sign to invest in it at any price.

Longstanding Commitment to Consistent Dividend Growth

FILTRATION SOLUTIONS

71 Donaldson.
<

$080 $0.73
$0.70

$0.60
$0.50
$0.40
$0.30
50.20

Per Share

$0.10
$0.00 A

FY90 FY18

+ Paid quarterly dividend for 60+ years
» Increased annually for 20+ years; added to S&P High-Yield Dividend Aristocrat Fund in Jan. 2016
* Announced 10.5% increase in quarterly dividend on May 31, 2019

Donaldson’s dividend - Source: Donaldson’s Investor Relations
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Plus, the company is exposed to risky and cyclical sectors like construction and industry that
you never know when will turn into a slump.

¥ Donaldson.

Donaldson at a Glance &y Fiireation soibvions

1 FY19 YTD! Revenue: $2.1B End Markets/Applications Served?
KEY STATISTICS
. By Segment Construction 20%
Founded. 1915 Industrial Air* 20%
Employees; ~14'000 = Englne On-Road Truck 19%
= Industrial Agriculture
Mfg. Facllitles: 43 Mining
Dist. Centers: 20 Power Generation
By Geographic Region Disk Drive
Joint Ventures: 3 Aerospace
@ Other Spec. Apps.
Active Patents: 1,800+ : ) : g N?EA N
Technical Labs: 100+ Q i Breage| Detemes
» Latin America :
uNew Equipment ®Replacement

* Nine months ended April 30, 2019; * Estimated percentage of FY18 Revenue; 3 industrial Air selis into a variety of end markets.

Donaldson’s dividend - Source: Donaldson’s Investor Relations

The slump might not be big, but at a valuation close to 30, it could be big for investors, as it
was the case in 2016 and 2009!

Donaldson Company, Inc. - Follow
NYSE: DCI

96,86 usDp 0,00 (0,00%)

17 Dec, 16:02 GMT-5 - Disclaimer
Pre-market 56,74 -0, 12 (0,22%)

1 day b days 1 month & months ¥TD 1 year 5years Max

60 28,66 USD 31 Dec 2015

el
=10
iy
(8]

1985 1995 2005

Donaldson stock price volatility
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As the company makes air filters, vehicle electrification poses a risk but that is still pretty far
away from happening.

All in all, this could be an interesting investment to make during an economic downturn as
you need their products no matter what.

Evoqua Water Technologies Stock Analysis NYSE AQUA

Evoqua Water Technologies provides water treatment equipment and services; like filter
press, intake rebuilds, and electrocatalytic services, as well as sludge dryers, digester covers,
captivator systems, and other related technologies to the industrial, commercial, and
municipal water infrastructures.

WATER AND WASTEWATER TREATMENT PRODUCTS AND SERVICES

For more than 100 years, customers worldwide have turned to proven solutions from Evoqua that are Transforming Water and Enriching Life every day.

AERATION AND MIXING o AEROBICTREATMENT ANAEROBICTREATMENT

CLARIFICATION AND
, SEPARATION

[y

%MEDIA AND EXCHANGE
»SERV:CEST,—’ —

MEMBRANE FILTRATION MOBILE AND TEMPORARY g ODOR AND CORROSION

AQUA stock is a recent IPO and it behaved as many recent IPOs do. First it goes down and
then back up.
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Evoqua Water Technologies Corp + Fol

19,77 usp+0,050(0,25%) +
17 Dec, 14:32 GMT-5 - Disclaimer

1 day 5 days 1 month 6 months YTD 1 year 5years Max

24.05USD 5 Jan 2013

_ I
) 2019
Open 19.85 Div vield -
High 19.92 Prev close 19.72
Low 19.65 52-wlk high 20,23
Mkt cap 2,268 2wk low 904
P/E ratio -

AQUA stock price

AQUA stock business overview

AQUA'’s business is a two-tier business, including both services and products. Growth has
been steady and stable over the past years. Expected growth for 2020 is between 1% and 5%.

24


https://sven-carlin-research-platform.teachable.com/p/stock-market-research-platform

Stock Market Research Platform — Sven Carlin December 2019

LTM revenue and profitability development

Rolling LTM revenue® and Adjusted EBITDA CAGR
($ in millions)
B services M Products 8.6%
Total
11.2%
Products
$1,059 $1,069 31,095
5579 f®5%7
5.4%
Services
Q116 Q216 Q316 Q4'16 Q117 Q217 Q317 Q4'17 Q118 Q2'18 Q318 Q4'18 Q119 Q2'19 Q319 Q4'19 4 =
dj. EBITDA™ 19.9% Adij.
M) $119 | $127 $142 $160  $172 | $186  $196  $208  $210 | $224  $227  $217  $215  $214  $217  $235 EBITDA

13% 118% 129% 141% 14.8% 15.6% 16.2% 16.7% 166% 17.3% 17.1% 16.2% 15.8% 15.5% 15.5% 16.3%

(1) For the definition of Adjusted EBITDA and a reconciliation to net income (loss), its most directly comparable financial measure presented in accordance with GAAP, see the Appendix hereto.

(2) Prior period amount been recast to conform to current period presentation by category.
A ' b e N i =g *-i/,

AQUA stock revenues — Source: Evoqua investor relations

«dj. EBITDA"
%

Growth in revenues for AQUA hasn’t been stellar but the company became free cash flow
positive, which is always good.

Evoqua Water Technologies Corp AQUA

Financials e [Ascending [ ]

2010-05 2011-05 2012-05 2013-05 2014-05 2015-09 2016-09 2017-05% 2018-05 2019-05 ™
Revenue USD Mil — — — — — 1,061 1,137 1,247 1,340 1,444 1,444
Gross Margin % — — — — — 27.6 29.3 32.0 30.2 29.5 29.5
Operating Income USD Mil — — — — — -8 37 89 a7 a0 a0
Operating Margin % — — — — — -0.5 3.3 5.5 5.0 4.1 4.1
Net Income USD Mil = = = = = -86 12 2 ] -10 -10
Earnings Per Share USD - - - — - -0.82 0.11 0.02 0.05 -0.08 -0.08

Dividends usD — — — - — — — — — — —

Payout Ratio % * — — — — = = — — _ _ _

Shares mil = = = = = 105 105 113 120 115 115
Book Value Per Share * usD — — — — — — — — 3.15 3.15 3.17
Operating Cash Flow UsD Mil — — — — — 42 32 29 31 125 125
Cap Spending UsD Mil — — — — — -49 -43 -63 -33 -95 -95
Free Cash Flow usD mil - - - — — -7 -18 -34 -2 30 30
Free Cash Flow Per Share * uso — — — — — — — — -0.22 0.03 —
Working Capital usD mil = = = = = 232 133 220 281 315 =

* Indicates calendar year-end data information

AQUA stock financials — Source: AQUA Morningstar

AQUA'’s management forecasts future growth to be between 3% and 5% but given the
number of acquisitions they make, growth might even be faster. In 2019 the company
acquired ProAct, IsH20TOP, PureWater and 60% of Frontier water systems.
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The company delivered $90 million of free cash flows in 2019 but also $34 million in
restructuring costs, $20 million in share compensation to management plus $20 million in
other losses and expenses.

AQUA looks like something that could be a good business, but the management is making a
mess of their financials. Everything is adjusted, from EBITDA, earnings to cash flows and
they do that year by year. This makes me think they are not really there to reward
shareholders as much they are there to reward themselves.

Free cash flow / Adjusted net income / EPS

($ in milions) Q378 19 FY'18 FY19
Operating Cash Flow $ 442 708 § 81.0 § 125.2
(+) EBITDA adjustments, excluding share-based compensation and
gain on sale of property, net of tax'" 13.1 143 439 42.6
(-) Capital Expenditures (26.1) (24.9) (80.7) (88.9)
(+) Financing related to growth capital expenditures 22 224 57 38.4
(+) Financing related to property acquisition —_ = 19 —
(-) Purchases of intangibles (e.g., software licenses) (0.5) (1.6) (2.0) (6.4)
Free Cash Flow $ 329 § 810 § 498 § 110.9
Operating Profit $ 164 § 275 % 668 § 59.7
Interest expense (17.2) (14.8) (57.6) (58.6)
Income tax (expense) benefit (2.3) (10.8) (1.4) (9.6)
Net (loss) income $ (3.1 $ 19 § 79 § (8.5)
Adjustments, net of tax("® 18.3 185 54.2 57.1
Adjusted Net Income $ 152 § 204 $ 621 § 48.6
Basic EPS $ (0.03) $ 001 |% 005 | § (0.08)
Diluted EPS $ (0.03) $ 0.01 $ 005 | § (0.08)
Adjusted Basic EPS!" $ 013 % 018 |3 053 | § 0.41
Adjusted Diluted EPS'" $ 013 § 017 |$ 050 | § 0.41
Memo items:
Blended statutory tax rate 26.0% 26.0% 26.0% 26.0%
Foreign currency loss (gain) primarily on intercompany loans $ 08 § 67 $ 59 § 10.5
Basic # of shares (in millions) 113.9 114.7 113.9 114.7
Diluted # of shares (in millions) 113.9 120.2 120.2 114.7

AQUA stock revenues — Source: Evoqua investor relations

However, if they do well, keep growing and improve margins, the market might rerate this
like it has been the case with other similar stocks like Waste Management, but it is too much
of a long-shot for me.

Another issue is the frightening debt levels where the debt is higher than the tangible assets.
Tangible assets are $1 billion while total debt is $1.3 billion. Actually, AQUA’s stock
tangible book value is negative.
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Hitachi Zosen Corporation Stock Analysis TYO 7004 — Margins Are Just Going to

Increase —yeah right!

Hitachi Zosen Corporation produces waste treatment plants, industrial plants, precision
machinery, industrial machinery, steel mill process equipment, steel structures, construction
machinery, tunneling machines, and power plants.

Hitachi Zosen Corporation asze | 4 | A @ Q |G rew B Gontact Us

PRODUCTS RESEARCH & DEVELOPMENT CORPORATE PROFILE INVESTOR RELATIONS

Desalination / Water

M Treatment Marine Equipment

2 Energy

Food and
<" Pharmaceutical
Equipment

{ Semiconductor /
FPD-related
' Equipment

Plant Equipment /
Press Machines

\~ Infrastructure and
Disaster Prevention
. Systems

.= Hydrogen related
Equipment

" Electronic Control
« & FEguipment

Hitachi Zosen business — Source: Investor Relations

Hitachi Zosen stock analysis

Hitachi Zosen Stock is a different stock than Covanta stock or Clean Harbors stock that we
already analysed. Clean Harbors being and expensive play in an exuberant market, Covanta
being a high risk dividend payer, Hitachi stock shows how this is a difficult environment to
operate it. The company forecasts profits of just 1 billion Yen on 395 billion in revenues.

However, if we discount Hitachi’s future cash flows at a 10% discount rate, we get to a
present value that is similar to the current stock price. Given the price to cash flow rate of
12.94, expected future growth, the company is likely to deliver 10% returns.

As a typical Japanese company, they have a short term and a long-term 2030 management
plan. And, as a typical Japanese company, they don’t mention rewarding shareholders within
their plan.
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Evaluation of Management Targets and Actions

December 2019

Hllt;

Hitachi Zose:

Strengthen profitability

© Each business and product to
achieve No. 1 profitability in its
area

Expand business scale

® Expand to Yen 500 billion
company with public recognition

Fortify financial structure

® Achieve and maintain at least
30% shareholders’ equity ratio,
and secure a stable financial
position

& 2017 Hitachi Zosen Corp.

Hitachi plan - Source: Hitachi

Engineering : AOM leads growth of engineering
Manufacturing : Continuing slump

Troubles of marine diesel engines and
systematic machinery.

Projects troubles and technical

problem related to overseas

INOVA, NAC and large-scale desalination project
contribute increase of overseas net sales to
approximately JPY 500 billion

Shareholder’s equity ratio is 29%

Increase endurance to financial risk by
subordinated loan

AOM: After service, Operation and Maintenance

They are really banking on hot environmental topics, but this doesn’t mean the stock will be a

great investment.
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Be Solution Provider to Create Recycling Society

Social Challenges

Increasin
En 'ronmengtal Food, Water and Energy Abnormal Weather,
v Shortage Natural Hazard
Pollution
Core Business Areas
Energy Water

[}

® Energy from Waste(EfW) Desalination, Water Supply

» Renewable Energy H © Sewage Treatment, Excreta Treatment
e Methanation E nvironme nt Water Control(Hydraulic gates , Wave

Meters , Flap-Gates)
Bridges* Shield tunneling machines etc.

9

@ Marine engines, process
equipment etc.

®

(1)Abundant delivery record
Core Competences of (Expansive knowledge based on experience)

Hitz Group (2)Technological competences (Engineering + Manufacturing)
(3)Deep connections with customers

© 2017 Hitachi Zosen Corp 13

Hitachi plan - Source: Hitachi
Their plan is to grow revenues to 1 trillion Yen and to increase operating margins to 10%.

M Basic strategies for New Mid-Term Management Plan ” Change & Growth”
1. To restructure business foundation and improve productivity

2. To maximize Hitz Group comprehensive strengths

3. Promote Portfolio Management

1,000 p— - -~ 10.0
Guideline of business scale and profitability toward FYZO%g =

1 T T T annttt | o=
E mmm Consolidated net sales =—@==Operating income to sale(%) — _.. & E
-2 S — =
H 600 o 6.0 E
] 400 4.0 .;
o £
2 0 | 208
a

o)

0 ! | 0.0
FY2013(Actual) FY2016(Actual)  FY2019(Plan) FY2022 FY2025 FY2028 FY2030Target

& 2017 Hitachi Zosen Corp. 24

Hitachi plan - Source: Hitachi

If they do that, the stock will probably quintuple over the next decade, but | don’t see how
will they get to higher margins in 10 years if they don’t have them now. Now, business is
great globally, so why should it be better in 10 years with more competition?

Plus, they expected sales of 430 billion Yen for 2019 while actual sales are 390 billion.
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Numerical Forecast (Consolidated) Hi tz

Hitachi Zosen

( Unit: Billion Yen )

Hitz Vision I (Actual) Change & Growth (Plan)

FY2014 | FY2015 | FY2016 (3vyearstotal| FY2017 FY2018 | FY2019 |3 yearstotal

Order intake 452.7 435.4 398.9 1,287

Net sales 359.3 387 399.3 1,145.6 430
Operating 1,8 151 149 428 . :
income (3.6%) (3.9%) (3.7%) (3.8%) (3.5%) (4.1%) (4.8%) (8.2%)
(Ratio)
Ordi
S 7.5 12.2 11.2 30,9 10 14 18 42
L uls s (2.1%) (3.2%) (2.8%) (2.7%) (2.8%) (3.5%) (4.2%) (3.5%)
(Ratio)
Net income 5.1 5.8 5.8 16.7 6.5 8 10 24.5
'b“ terest- 119 1051  109.2 - 110 105 100 -
earing debt
Shareholder’s

. . 30.0% 30.5% 31.0%
sty R BB WS T ey mw wmaw
R 0] E 4.9% 5.2% 5.1% — 5.5% 6.5% 7.7% —

Hitachi plan - Source: Hitachi

To add to the above, they talk about data, artificial intelligence etc. Bullshit words | heard
already and everyone is using them. Give me margins, not words. | don’t see from where will
their competitive advantage come ???? A look at Hitachi Zosen’s stock price tells us the
market doesn’t really believe them too.
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Hitachi Zosen Corp
=+ Follow

438 spy-2(045%) +

17 Dec, 15:00 GMT+8 - Disclaimer

1 day 5 days 1 month 6 months YTD 1 year 5 years Max

1.500 826 JPY 24 Jan 2014

1.000

- - I I L - -
2003 2006 2009 2012 2015 2018

31


https://sven-carlin-research-platform.teachable.com/p/stock-market-research-platform

Stock Market Research Platform — Sven Carlin December 2019

Suez Environment S.A EPA SEV — Free ECB Money Allows Suez to Dream

Suez SA is a French-based utility company which operates largely in the water treatment and
waste management sectors.

Suez stock didn’t do any miracles over the past decade but the dividend is significant at
4.79%.

Suez SA
4 Follow
S s @&

13,98 EUR+0,075 (0,56%) +
17 Dec, 10:51 CET - Disclaimer

1 day 5 days 1 month 6 months YTD 1 year 5years Max

20 1635 EUR 25 Jul 2003

(8]

2010 2012 2014 2016 2018
Cpen 13,54 Div yield e 4. 759%
High 13.60 Prev close 13.50
Low 13.52 52-wlk high 14,46
Mkt cap 3448 a2-wi low 10,82
F/E ratio 20,349
I

Suez SA stock price

The management recently published Suez SA plan for 2030. If I scroll through it, | see many

empty words. The stock didn’t go anywhere for a reason. The reason is that fancy, but empty
words don’t make for a competitive advantage.
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A comprehensive plan to position SUEZ
for the next decade, now

opportunities where we are appropriately Capex discipline

We will drive growth by only selecting ) Selective organic growth
rewarded for our differentiation 15-20% portfolio rotation

Leaner organization

ity We will simplify the way we work to ) €1bn performance plan'
" best serve our clients . . .
= Digital and innovation step-up
“
. Winning spirit
We will engage all employees to ensure
their commitment Ta_lent d!avelop_ment
Aligned incentives
PE—
[ A plan fully delivering in 4 years with material results as soon as 2021 ]

! Annual savings in 2023 compared to 2018 cost base

] | INVESTOR MEETING | October 2nd, 2019 @3 suez

Suez SA change plans — Source: Suez SA 2030 Strateqy

The last decade has been a decade of renegotiating water contracts in France, the same is
about to happen in Spain, while the waste management business is highly dependent on
industrial activity. In Europe, industrial activity is a big risk as we are already seeing within
the automotive industry.

They are trying to expand into emerging markets, but you don’t have a moat in this business
and you need to be the lowest bidder to win business.

SUEZ will have the following growth priorities

&)

International Industrial
markets’ customers?

410/\ ) ;>50%)
2018 Ambition

[ Our selective growth will leverage strong capabilities and innovation in Europe ]

Target revenue mix
! All revenue outside EU
? Includes commercial, retail and industry

11 | INVESTOR MEETING | October 2nd, 2019 &) suez

Suez SA change plans — Source: Suez SA 2030 Strateqy
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It is likely that they will not see improved margins from international expansion, plus, it is
not going to come for free. Another risk is cheap European money, if that source dries up for
whatever reason, companies like Suez immediately become much less competitive globally.

Suez SA Stock financials

Over the last decade, the company did grow revenues, but it did so at the cost of declining
operating margins.
Suez SA SEV | %%k

Financials —— [Ascanding | <]

2009-12  2010-12 201112 2012-12  2013-12  2014-12  2015-12 201612  2017-12 201812 ™
Revenue EUR Mil 12,296 13,869 14,830 15,102 14,643 14,324 15,135 15,322 15,871 17,331 17,637
Gross Margin % 76.5 74.2 76.8 76.9 79.7 80.2 80.5 80.4 80.5 78.9 79.4
Operating Income EUR Mi 1,012 1,389 1,201 1,170 1,199 1,046 1,127 1,145 1,101 1,145 1,178
Operating Margin %% 8.2 10.0 8.1 7.7 8.2 7.3 7.4 7.5 8.9 6.6 8.7
MNet Income EUR Mi 515 720 550 251 352 417 408 420 302 334 456
Earnings Per Share EUR 0.81 1.13 0.59 0.44 0.63 0.68 0.67 0.69 0.45 0.47 0.66
Dividends EUR 0.64 0.54 0.64 0.64 0.54 0.4 0.64 0.54 0.4 0.65 0.65
Payout Ratio % * 79.2 568.5 82.3 144.4 1068.6 70.7 144.4 85.5 141.1 125.0 98.5
Shares mil 496 495 485 516 520 543 557 555 583 618 624
Book Value Per Share * EUR 7.41 9.65 9.29 9.46 8.97 9.13 10.14 8.74 9.9 9.92 10.11
Operating Cash Flow EUR M 1,606 1,889 1,902 2,357 1,823 1,973 1,992 1,913 1,962 1,973 2,201
Cap Spending EUR Mil -1,083 -1,346 -1,410 -1,222 -1,138 1,076 1,277 -1,086 1,177 -1,343 -1,470
Free Cash Flow EUR Mil 522 544 452 1,135 686 897 715 827 785 631 732
Free Cash Flow Per Share * EUR 1.05 1.10 0.91 2.20 1.76 1.42 1.69 1.09 1.46 1.24 -
Working Capital EUR M -826 -887 -1,212 -723 -1,577 -1,222 -1,231 -951 -2597 -752 —

* Indicates calendar year-end data information

Suez SA stock financials — Source: Morningstar

With a price to earnings ratio of 20, where all the earnings are paid out in the form of
dividends (the pay-out ratio was above 100% for 5 years in the last 10 years), it is unlikely
you will see something spectacular coming out of this investment. The exposure to industrial
activity in Europe makes it extremely risky above book value. If you buy Suez SA stock, you
do that with a huge margin of safety below book value and when earnings are negative in a
recession or slowdown like it was the case in 2012 when earnings fell 50% and Suez SA
stock price was closer to EUR 5.
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Veolia Environment S.A EPA VIE

Veolia Environnement S.A., branded as Veolia, is a French transnational company with
activities in three main service and utility areas traditionally managed by public authorities —
water management, waste management and energy services.

Veolia’s stock price tells us that the situation hasn’t been the best there over the long-term.
However, since 2009 the returns have been ok, but it also means you need to time your
investment very well as the stock is extremely volatile in relation to cycles. A thing common
to all the waste management stocks we analysed by now.

Veolia Environnement SA
4+ Foll
E:-Iﬂ-.‘ ‘-,~_I|E

23,61 EUR+0.11 (0.47%) +

17 Dec, 13:32 CET - Disclaimer

1 day b days 1 month 6 months Y¥TO 1 year 5years Max

80 61.00 EUR 19 Oct 2007

Veolia stock price chart

Veolia’s stock market capitalization is EUR 13 billion, its debt is 10 billion and year finance
costs of 400 million. This means the company is highly leveraged, its business requires
constant capex investments in a highly competitive environment. Given the leverage, high
investments necessary, policy related issues etc. it is another high risk investment and we can
see that by taking a look at the stock performance over the last 20 years.

However, if you time your investment well and you invest when the trend turns positive, you
can do really good by taking advantage of those dividend increases.
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» 2018 dividend paid in 2019 up 10% : €0.92 per share in cash, +32% increase over &

+10%
+5% )
/

years

+10%

Dividend (€ per share)
+4%

» 80% of 2015-2018 cumulative Net Free Cash Flow after growth capex (€3.0bn)
dedicated to dividends

*  ~20% allocated to net financial investments

. 13
*Subject tothe approval of shareholders at the Annual General Shareholders’ Meeting

Veolia stock dividend — Source: Veolia Investor Relations

This is another typical waste management company with high leverage and dependent on the
economy, contracts and consumption. It looks like these are sustainable, recycling, waste

management companies oriented to the future, but it is mostly utilities in a highly competitive
environment.
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Waste Management Inc. NYSE WM — Moat and Scale, but Easily Down 50% in Next
Downturn
Waste Management stock is the leader of the waste management industry with a stock market

capitalization of $47 billion. Up to 2012 the stock didn’t look like anything spectacular but
since then it has really boomed.

Waste Management stock price

Waste Management, Inc
! : <+ Follow
NYSE: WM -

112,03 usb +0,010 (0,0089%) +
Closed: 16 Dec, 1920 GMT-5 - Disclaimer
Pre-market 112,15 +0,12 {0,11%)

1 day 5 days 1 month & months ¥TD 1 year 5years Max

150 32,57 USD 30 Mov 2012

100

1993 2001 2009 2017
Dpen 112,58 Div vield 1,83%
High 112,70 Frev close 112,02
Low 111,50 A2-wik high 121,77
Mt cap 47 53B 52wk low 83.43
P/E ratio 27,31

What is the difference between Waste Management and the other waste management stocks
we discussed up till now?

Well, scale and moats!

Waste management managed to increase margins thanks to its integrated business and moat,
as you can’t build new competitive landfills. Not in my back yard (NIMBY) might be

something familiar to you@®).
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Waste Management stock financials
Waste Management Inc WM | %

Financials — n

2003-12  2010-12  2011-12  [2012-12 201312 2014-12 201512 2016-12  2017-12  2018-12 ™™
Revenue USD Mil 11,791 12,515 13,378 13,649 13,983 13,996 12,961 13,609 14,485 14,914 15,451
Gross Margin % 38.6 37.5 36.2 34.9 34.8 33.7 36.5 37.6 37.7 38.0 38.1
Operating Income USD Mil 2,020 2,036 2,057 2,001 2,070 2,221 2,142 2,412 2,620 2,735 2,785
Operating Margin % 17.1 16.3 15.4 14.7 14.8 15.9 16.5 17.7 18.1 18.3 18.0
MNet Income USD Mil 994 953 961 817 98 1,298 753 1,182 1,949 1,925 1,754
Earnings Per Share USD 2.01 1.88 2.04 1.76 0.21 2.79 1.65 2.65 4.41 4.45 4.09
Dividends UsD 1.16 1.26 1.36 1.42 1.48 1.50 1.54 1.64 1.70 1.86 2.00
Payout Ratio % * 57.7 63.6 65.1 80.7 73.2 547.8 66.0 54.8 54.0 34.5 45.0
Shares Mil 494 432 471 464 470 466 455 447 441 432 428
Bock Value Per Share * usD 12.93 13.18 12.92 13.69 14.45 11.70 11.71 12.20 12.18 14.72 15.99
Operating Cash Flow UsD Mi 2,362 2,275 2,469 2,295 2,455 2,331 2,498 2,960 3,180 3,570 3,764
Cap Spending USD Mil -1,179 -1,104 -1,324 1,510 -1,271 -1,151 -1,233 -1,339 -1,509 -1,684 -1,986
Free Cash Flow USD M 1,183 1,171 1,145 785 1,184 1,180 1,265 1,621 1,671 1,376 1,778
Free Cash Flow Per Share * usD 2.40 2.43 2.28 1.69 2.63 2.52 2.74 3.13 3.92 3.87 —
Working Capital usD mi 109 -3 -689 -613 -515 156 -165 -418 -638 -463 -

* Indicates calendar year-end data information

Source: Waste Management - Morningstar

As the business numbers improved, so di Waste Management’s stock price to earnings ratio
improve. From an average PE ratio in the low teens, the valuation expanded to the current
27.31 which is a huge valuation for a company that hasn’t been really growing much.

L | [ ]

150 d

PE ratio now
27.31

e 00000000004, . 400000

100 L ]

PE Ratio

50 average: 12
009000000000 00¢ PE Ratio: 11.44 po-oe
2008 06/30/2010 2012 2014 2016 2018

Waste Management stock price to earnings ratio — Source: WM Macrotrends

So, the company got rerated by the market but I still see risks, especially as the company is
dependent on the economic cycle as 70% of revenue comes from industrial and commercial
clients.
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WASTE MANAGEMENT AT A GLANCE

COMPANY STATISTICS!
1971 $46B HOUSTON, TX ~43,700 OVER 20M
FOUNDED MARKET-CAP? HEADQUARTERS EMPLOYEES CUSTOMERS

2018 FINANCIAL STATS' 2018 REVENUE MIX REVENUE BY COLLECTION

_ $14.98 q
Adj. Operating EBITDA** ¥ ¥1:] )

= Collection .
Transfer = Commercial

= Landfill
Recycling

= Other

Industrial
= Residential
Other

Adjusted EPS® $4.20
Cash Flow from Ops $3.6B

The Leader in Environmental Services and Solutions

1. As of 12/31/18. Waste Managemen, Inc. is a holding company and all operations are conducted by subsidiaries. 2. As of /20119, 3. See the appendix at the end of this presentation for w
reconciliation of this non-GAAP financial measure. 4. Operating EBITDA is defined as income from operations before depreciation and amaertization.

6 INVESTOR DAY

Waste Management revenue distribution — Source: Waste Management investor relations

The impressive network of landfills and short haul routes that gives it a competitive
advantage is what makes the company a great business.

BEST POSITIONED ASSET NETWORK »
TRANSFER MATERIALS RECOVERY
LANDFILLS STATIONS FACILITY (MRF) PR
247 |ocations 314 stations 103 total facilities 14,500 routed trucks
130 renewable energy plants strategically positioned 44 single stream 60% CNG-fueled!

WM LOCATIONS ACROSS NORTH AMERICA

>

[ Landfill
Transfer
MRF
Hauling

> o @

12 INVESTOR DAY 1. By year end 2019,

Waste Management network — Source: Waste Management investor relations

Waste Management stock — future investment returns

But, when it comes to future investment returns, given the price to earnings ratio of 28, there
must be significant growth ahead to justify such a high valuation and a dividend yield of
1.83% seems a bit high. If | compare it to Visa stock, that | recently analysed. Visa has a
price to earnings ratio of 33 but is growing at 15%, compared to WM’s expected growth of
4% in a very positive economic environment.
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Given that there will not be an amazing population growth rate in the US, we can’t expect
WM do grow much. Therefore, | see it as an expensive investment where the stock is being
pushed up by buybacks and increased dividends. In case of a recession you can easily see this
down 50%.

Now, you might wonder why do | analyse stocks like Waste Management that are clearly
overvalued when you look at the stock price or price to earnings ratio?

Well, finding out what worked in developed markets will give me great insight when I’ll look
into emerging markets. If | find a company that can build a moat there, offer similar
economies of scale, grow also thanks to population growth and economic development, |
could be looking at a big winner, similarly to what was the case with Waste Management
over the past decades, up 30 times not including dividends.

Waste Management, Inc
' : <+ Follow
NYSE: Wi -+ Fotow J

112,03 usb 0,00 (0,00%)

16 Dec, 16:02 GMT-5 - Disclaimer

1 day 5 days 1 month 6 months Y¥TD 1 year 5years Max

150 3,62 USD 4 May 1990

100

It is unlikely that WM stock repeats the performance over the next 3 decades, but I might find
a business somewhere else in the world that will do something similar.
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Republic Services, Inc NYSE RSG — Valuations are too high for significant long-term
investing returns
Republic Services stock performed similarly to Waste Management’s stock since 2012.

Republic Services stock price

Republic Services, Inc.
. 4+ Follow
NYSE: RSG -

89,29 usDp 0,00 (0,00%)

16 Dec, 16:02 GMT-5 - Disclaimer

1 day 5 days 1 month 6 months ¥TOD 1 year Syears Max

100 26,29 USD 3 Jun 2012

20
0 T T
2007 2004 2007 2010 2013 2016 2019
Jpen - Div yield RNt
High - Frev cloze 89 29
Law - 52-wlk high 90,62
Mt cap 28 50B 52-wilk low 6204
P/E ratio 26,62
I

Even the dividend and the price to earnings ratio are equal to Waste Management. The
finances of Republic Services are also similar and there is practically no growth in revenues,
only margin expansion.
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Republic Services Inc Class A RSG | %

Financials

Revenue USD Mil

Gross Margin %

Operating Income UsD Mil
Operating Margin %

Met Income USD Mil
Earnings Per Share uso
Dividends USD

Payout Ratio % *

Shares Mil

Book Value Per Share * uso
Qperating Cash Flow USD Mi
Cap Spending USD Mil

Free Cash Flow UsD M

Free Cash Flow Per Share * UsD

Working Capital uso mi

2008-12
8,198
40.9
1,516
18.5
435
1.30
0.76
58.5
381
10.86
1,397
-826
570
1.50

-1,283

* Indicates calendar year-end data information

2010-12
8,107
41.2
1,569
19.4
507
1.32
0.78
5.1
385
20.45
1,434
-795
639
1.66

-1,430

2011-12
8,192
40.6
1,580
10.3
589
1.56
0.84
57.3
378
20.58
1,767
937
830
2.20
631

2012-12
8,118
38.3
1,282
15.3
571
1.55
0.91
58.7
368
21.33
1,513
-904
610
1.66

-463

2013-12
8,417
37.8
1,176
14.0
588
1.62
0.99
73.1
363
21.47
1,548
-830
667
1.95

-295

2014-12
8,788
36.0
1,217
13.8
543
1.53
1.08
52.0
358
22.48
1,529
-863
667
1.77

-435

Republic Services stock financials — Source: Morningstar

2015-12
3,115
3.5
1,519
16.7
749
2.13
1.16
£4.0
351
22.57
1,680
-946
734
2.38

-605

December 2019

Export

2016-12 2017-12
9,388 10,042
38.6 38.1
1,532 1,616
16.3 16.1
613 1,278
1.78 3.797
1.24 1.33
70.9 55.3
344 339
22.50 23.13
1,847 1,911
-927 -985
520 S20
2.20 2.68
-528 -1,198

2018-12
10,040
38.8
1,717
17.1
1,037
3.16
1.44
33.7
328
24.56
2,243
-1,071
1,171
3.73

-1,154

[Bscengna 7]

24.99
2,283
-1,159
1,123
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Arcadis AMS — ARCAD — good project company but nothing special, no competitive
advantage

Arcadis NV is a global design, engineering and management consulting company based in
the Zuidas, Amsterdam, Netherlands. It was founded in 1888. The company is a member of
the Next 150 index. Arcadis has over 350 offices, in forty countries.

Arcadis stock price chart tells us the company did great in the 2000s, but has failed to reward
shareholders since then, except those who traded. Nevertheless, the stock chart’s volatility
tells me that either the company is extremely leveraged or it promises a lot but it has failed to
deliver when expected which can create and interesting investment opportunity.

ARCADIS NV Sow
AMS: ARCAD

19,87 £UrR-033 (1,63%) +

17 Dec, 15:02 CET - Disclaimer

1 day 5 days 1 month & months Y¥TD 1 year 5years Max

40 21,33 EUR 27 Jul 2007

20
10
0
2 2007 2 2 2
Open 19,49 Div yield 235% gy
High 19.95 Frev close 20,20
Low 19,04 A2-wik high 20,22
Mt cap 1,80B 52wk low 989
P/E ratio

Arcadis stock analysis

Arcadis is a business that projects infrastructure, so the current low interest environment
benefits it very much.
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Arcadis NV ARCAD

Financials

2009-12

Revenue EUR Mi 1,786

Gross Margin %

Operating Income EUR Mi
Operating Margin %

Met Income EUR Mi

Earnings Per Share EUR
Dividends EUR

Payout Ratio % *

Shares Mil

Book Value Per Share * EUR
Operating Cash Flow EUR M
Cap Spending EUR Mil

Free Cash Flow EUR Mil

Free Cash Flow Per Share ® EUR
Working Capital EUR M

* Indicates calendar year-end data infermation

Arcadis stock financials — Source: Morningstar

December 2019

Spot B | [Ascandng ][]

5.29 5.95 5.48 7.27 7.40 7.16 !!55 !!!H 10.95 11.18 11.07

2016-12  2017-12  2018-12 ™
3,328 3,218 3,256 3,377
74.1 75.7 74.9 74.4
124 128 133 145
3.7 4.0 4.1 4.3
58 71 -27 -26
0.76 0.81 -0.31 -0.31
0.61 0.42 il 46| 0.47
53.7 61.5 55.7 -
a5 88 a7 33
139 151 214 259
-65 -59 -69 -63
75 92 145 196
0.97 1.27 1.31 -
520 342 233 =

Earnings have been volatile in the past and so has been the dividend. Unfortunately, despite
revenue growth, net income didn’t really grow and cash flows also remained stable. It is an
interesting play on increased infrastructure spending, but a long-shot bet for me.

The number of shares outstanding increased significantly over the past 10 years while the
business metrics didn’t improve much — a red flag for me. Also, the company doesn’t really

have a moat and operating margins are around 5%.

44


https://sven-carlin-research-platform.teachable.com/p/stock-market-research-platform
https://www.morningstar.com/stocks/xams/arcad/quote

Stock Market Research Platform — Sven Carlin December 2019

Waste Connections Inc NYSE WCN — Moat but expensive to invest in

Same story as with Waste Management, only the stock price spiked even more and the
valuation is even higher.

Waste Connections Inc
4+ Follow
NYSE: WCN -

89,63 usp 0,00 (0,00%)

16 Dec, 16:02 GMT-5 - Disclaimer

1 day 5 days 1 month 6 months ¥TD 1 year 5years Max

100 2,82USD 22 May 1993

Cpen - Div yield — 0,83%
High - Frev close 89,63
Low - 52wk high a7.93
Mit cap 23.63E a2-wilk low 70,28
P/E ratio 41,83

e |

Waste Connections stock price

The difference is that the company did more acquisitions by issuing equity that allowed it to
grow faster. Therefore the better stock performance, but growth ahead is similar to what the
other two moat stocks have, Waste Management and Republic Services.
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Steris Plc Stock Analysis NASDAQ STE — A good business but overvalued

Steris Plc operates as a provider of infection prevention and other procedural products and
services. The Company offers sterilizers and washers, surgical tables, lights and equipment
management systems, and endoscopy accessories.

Serving Growth Areas Within Healthcare

% of
CUSTOMERS REPORTING SEGMENTS REVE(:JUE

Healthcare Products

Infection prevention and procedural solutions for healthcare providers 48%
worldwide, including consumables, equipment maintenance and installation

services, and capital equipment.

Healthcare Specialty Services (HSS) e >
A range of specialty services for healthcare providers including hospital 18%
sterilization services and instrument and scope repair.

Applied Sterilization Technologies (AST) 20%
Contract sterilization and laboratory services for medical device and
pharmaceutical Customers.

Consumable products, equipment maintenance and specialty services, and
capital equipment primarily for pharmaceutical manufacturers.

Pharmaceutical Production

= STERIS s

Steris Plc Business — Source: Steris Investor Relations

It is not a pure waste management business, but it can be included in a waste management
ETF as it is the case with this list.

It is an interesting business because 75% of revenue is recurring as you have to sterilize the
equipment the company sold to you.

Who We Are

At STERIS, WE HELP OUR CUSTOMERS CREATE A HEALTHIER AND SAFER WORLD by providing
innovative healthcare and life science product and service solutions around the globe.

12,000
Associates Worldwide
QOver 3,000 Customer ~$12 29%,
facing salles and BILLION & RS
service Market cap OUS FY19
professionals

= STERIS
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December 2019

Steris Plc Business — Source: Steris Investor Relations

Steris stock analysis

Healthcare is definitively a growing business with expected growth rates around 5%. Their
revenues should grow in line even if that hasn’t been the case over the last years. However, a
price to earnings ratio in the high 30s, makes this another good business that is overvalued.

Steris PLC
NYSE: STE

150 /8 UsD+0,030 (0,020%) +

7 Dec, 13:18 GMT-5 - Disclaimer

1 day 5 days 1 maonth
! ]

100
00

Cpen 150,61
High 151,80
Low 149 38
Mkt cap 12, 79B
P/E ratio 38,41
I

Steris stock price chart

+ Follow

YT1D 1 year 5 years Max

30,43 USD 20 Apr 2012

Frev close 50
A2-wik high 156,66
a2-wik low 99 14

If the company grows earnings at 5% per year, it will take a long time before there is a
significant return to shareholders in the form of higher dividends and lower valuations.
Perhaps we are in a similar situation to the 1990s. It took the stock more than 20 years to
return to previous highs. Given the exuberance surrounding the sector, it is likely to be the

case again.
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Steris PLC
NYSE: STE

151,12 usb +037 (0,25%) +

17 Dec, 14:11 GMT-5 - Disclaimer
1 day 5 days 1 month 6 months
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What is interesting about Steris is that before 2013, it was on nobody’s radar. The market cap
was below $2 billion, before the merger with Synergy Health in 2015 and the stock didn’t do
much since 1999. However, revenues were growing, the dividend had been increased and all

was looking better.

Steris PLC STE | &%

Financials

2010-02 2011-02 2012-03 2013-03
Revenue USD Mil 1,258 1,207 1,407 1,502
Gross Margin % 42.9 37.0 40.4 41.4
Operating Income USD Mil 209 86 223 242
Qperating Margin % 16.6 7.2 16.1
Net Income USD Mil 128 51 160
Earnings Per Share UsD 2.16 2.72
Dividends UsD 0.44 0.74
Payout Ratio % * 20.4 25.9
Shares Mil 59 59
Book Value Per Share * usD 12.73 15.64
Operating Cash Flow UsD mi 225 228
Cap Spending UsC Mil -44 -37
Free Cash Flow usp m 181 140
Free Cash Flow Per Share * usp 3.04 2.41
Working Capital USD Mi 379 3585
* Indicates calendar year-end data information

Steris Plc Financials — Source: Morningstar

2014-03
1,622
40.0
220
13.6
129
2.17
0.82
36.0
60
17.09
210
-86
123
1.69
420

2015-03
1,850
41.8
227
12.3
135
2.25
0.90
39.8
60
18.00
246
-85
161
2.58
437

2016-03
2,239
40.0
212
9.5
111
1.56
0.98
64.4
71
34.63
255
-126
128
1.16
572

Export [Ascending [~ ]
2017-03 2018-03 2013-03 TT™
2,613 2,620 2,782 2,898
39.3 41.8 42.2 43.0
286 404 442 479
11.0 15.4 15.9 16.5
110 201 304 336
1.28 3.39 3.56 3.93
1.09 1.21 1.33 1.39
61.3 41.5 41.4 35.4
86 86 85 86
32.47 36.66 36.73 38.08
424 458 = 540
173 165 = 150
251 292 - 3as0
3.28 3.36 3.80 -
636 501 589 -

So, this is another indication of what to look for. Plus, in 2012 the price to earnings ratio was
around 14, not bad for a stock that doubled revenues and earnings going forward.
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Stericycle Inc NASDAQ SRCL — the stock has already turned around

Sterycycle is a perfect example of what happens to a stock when the growth expectations
aren’t met. Something that hasn’t happened to Steris Stock that we analysed too, but it shows
the risk and reward of investing in such growth stocks. Thus, a very concerning risk for many
other exuberantly priced waste management stocks.

Stericycle Inc
+ Follow
NASDAQ: SRCL -

63,84 usD 0,00 (0,00%)

17 Dec, 16:00 GMT-5 - Disclaimer

1 day 5 days 1 month & months Y¥TO 1 year 5 years Max

150

100

141,87 USD 2 Oct 2015

Stericycle stock price
Stericycle business

Stericycle is a compliance company that specializes in collecting and disposing regulated
substances, such as medical waste and sharps, pharmaceuticals, hazardous waste, and
providing services for recalled and expired goods. It also provides related education and
training services, and patient communication services.
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.:::. Stericycle Find Your Location @ v Customer Login & Search Q Request Free Quote

Services ¥ Industries ¥ About ¥ Knowledge Center  Blog . Customer Service: 866-783-7422 | ‘. Sales: 866-918-8609

We protect what matters.

Medical waste removal and so much more. Call 866 918 8609 for a free quote

Medical Waste Services

Get help managing your specialized and regulated

waste streams including medical, hazardous, and
pharmeceutical waste.

Learn More >

e . A 7%
& /) L \\} - ef = ® D
g ] oo - e
Medical Waste Compliance Information Environmental Shop Store Communication Retrieval/Quality Recalls Sustainability
Services Training Destruction Solutions Solutions Audits Services

Stericycle business

Everything was going very well both for the company and the stock up to 2015. From
amazing revenue growth, revenue started declining, net income turned into big losses and
free cash flows fell to zero.

Stericycle Inc SRCL | k% 4—

Financials =3k -

2009-12 2010-12 2011-12 2012-12 2013-12 2014-12 2015-12 2016-12 2017-12 2018-12 ™
Revenue USD Mil 1,178 1,439 1,676 1,913 2,143 2,556 2,986 3,562 3,580 3,486 3,361
Gross Margin % 46.9 46.4 47.8 44.8 45.0 42.8 42.4 42.2 40.8 39.5 36.4
Operating Income USD Mil 325 391 424 4689 536 556 488 434 -7 197 91
Operating Margin % 27.6 27.2 25.3 24.5 25.0 21.8 16.3 12.2 -0.2 5.7 2.7
Net Income UsD Mil 176 208 235 268 311 326 267 206 42 -244 -445
Earnings Per Share Uso 2.03 2.39 2.69 3.08 3.56 3.79 2.98 2.08 0.27 -2.91 -5.07
Dividends USD — — — — — — — — — — —
Payout Ratio % * — — — — — — — — — — —

Shares mil a7 87 87 87 87 86 86 a5 a5 87 91
Book Value Per Share * usD 9.98 12.30 13.96 17.93 19.85 21.87 32.01 33.44 32.83 32.21 27.15
Operating Cash Flow usD mi 277 326 306 387 403 449 390 547 509 165 277
Cap Spending USD Mil -40 -48 -53 -65 -73 -86 -115 -138 -143 -131 -185
Free Cash Flow uso m 237 277 253 322 330 362 276 411 366 34 g2
Free Cash Flow Per Share * usD 2.74 3.19 3.27 3.70 4.32 3.79 3.53 4.33 4.63 0.68 =
Working Capital usD mi 26 60 64 110 i24 119 i74 231 -156 14 =

* Indicates calendar year-end data information

—_——

Stericycle stock financials

Combine the decline in fundamentals to a price to earnings ratio above 30 in 2015 and it is
logical for the stock price to fall more than 50%.
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Stericycle Inc - Follow
NASDAQ: SRCL

62,85 usp-0.99 (1,55%)+

18 Dec, 14:42 GMT-5 - Disclaimer

1 day 5 days 1 month & months Y¥TD 1 year 5years Max

150
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141,56 USD 4 Sep 2015
1 - — T
2000 2006 2012 2018

Stericycle stock price decline

The thing is that too much debt is never good. Having $ 2.8 billion in debt on revenues of less
than $4 billion is a difficult thing to manage. They made some bad acquisitions and the
growth story came to a halt.

Balance Sheet and Cash Flow

) s As of As of
G S ) September 30, 2019 December 31, 2018

Current Portion of Long-Term Debt $111.9 $104.3
Long-Term Portion of Debt* $2,632.2 $2,674.4
Cash Balance $30.8 $343
Net Debt* $2,7133 $2,744.4
Net Debt to Adjusted EBITDA* 441X 3.64X

*Amounts and measures above as defined by debt agreements in effect as of the respective period end.

Cash Flow ($ in millions) Yearég;;-gDate Year;)c;—f?ate

Cash from Operations $201.2 $89.9
Free Cash Flow $40.0 ($7.0)
Capital Expenditures ($161.2) ($96.9)
Days Sales Outstanding (as of September 30, 2019) 61 days™ 63 days

DSO of 61 days includes the benefit of reclassifying receivables to assets held for sale; excluding divestitures DSO was 63 days.

< Stericycle

Can Stericycle stock rebound?
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Of course it can, but what I usually do is compare the current stock price with the earnings
capacity the stock had and then see whether it is something | should dig deeper into.
Stericycle’s best EPS was in 2014 with $3.79 while cash flows often surpassed $4.

If I wish for a 15% investing return, | would need the stock to be to be around $26 on the $4
per share in free cash flow. The 52week low was $34 that shows how you can find
investments that should give you double digit returns over the long-term, you just have to be
patient. However, Stericycle is in full turnaround mode and that is always an uncertain thing.
Given the stock is at $60, not at $26, nor even at $35 anymore, | will not spend too much
time as whether it can go to $100 or not is not of an interest to me. Hoping the stock can get
valued in a similar way to other waste management stocks with PE ratios above 30, that in
case of a good turnaround could push the stock above $120 is not what value investors do.
We invest in absolute returns, business returns, not stock market returns, relative returns.

Tennant Co NYSE TNC
Tennant is an interesting business that has been delivering to shareholders.

| Shareholder Return

Tennant Dividends & Share Repurchases

1.6% 74 47

Dividend Yield Consecutive Consecutive years of
years of increase in annual
cash dividends cash dividend payout

$60 m Dividends

©
&

$ Millions

m Share Repurchase

$46.0

525 KM
$20 $14.1 $128 » 2017 & 2018 Focus on Debt Reduction

$15
$10 P Remaining Share Repurchase Authorization (1.4M shares)
FYRR $132 $145 $145 $14.3 $15.3

2013 2014 2015 2016 2017 2018 2018 CAGR
ividends Per Share $0.72 $0.78 $0.80 $0.81 $0.84 $0.85 34%

TENNANT COMPANY

But, the company depends on business customers buying products, more real estate and more
retail premises coming in the future. It is an option as Asia grows, but the company has only
9% of sales coming from Asia. Thus, there is no competitive advantage as anybody can make
a cleaning machine today.
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|A Broad Portfolio of Solutions

Whatever the cleaning need, Tennant offers a variety of equipment and technologies to help increase cleaning productivity

PRODUCTS

Commercial | Industrial | Vacuums | Pressure Washers | Coatings | Aftermarket | Tools

9 BEBRR:

| | TECHNOLOGIES

(;- h T~ :
¥ < H20 I rls Autonomous ’
> Mobile Robots

TENNANT COMPANY

At a PE ratio of 30? No thank you!

Conclusion on Investing in Developed Markets Waste Management Stocks
I am not going to follow any of the stocks mentioned in the article. This might make you
wonder why | spent the time to research each company and also analyze the whole sector?

Well, I believe investing knowledge compounds in the same way as investment returns. | now
know pretty well the waste management industry from the inside, as a practitioner, not just
from a numerical perspective as an investor. | know how the competition in the sector works,
how you can establish a moat and keep pricing power which is of utmost importance when it
comes to investing. PE ratios for the companies mentioned above are all above 30 usually on
the good companies and lower on the bad utilities with legacy issues, but | am very curious to
what is my accumulated knowledge going to lead me when | analyze emerging markets waste
management stocks that have much better valuations and growth opportunities thanks to
demographics and economic growth.

The Emerging Market Waste Management Report will be published on the Sven Carlin Stock
Market Research Platform alongside many other stock analyses and sector reports.
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