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• Old School
– Would spend unlimited capital to capture $1 of sales

– Residential privatization a lost leader to enter a new market

– Recycling – “fuggedaboutit” BUT was then given away to keep 
the municipal contract

– Direct haul disposal

– Use the landfill to drive collection market pricing

– Pooling of Interest Accounting 

– Love CPI inflation

Looking Back to See Where We are Going
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Solid Waste

Ten Observations Over Ten Years

1. Little brown boxes in the waste stream, more and more and more.

2. U.S. solid waste production remains at ~6 pounds per person (EREF).

3. Landfill accounts for 64% of disposal, WTE 9% and recycling 21% and composting the 

remainder (EREF).

4. U.S. average landfill tip fees double from current levels.

5. Zero waste movement stalls.

6. Diversion versus recycling more of the former less of the latter.

7. Recycling processing model still predominantly commodity based but changing.

8. Organic diversion/recycling not economical without subsidies.

9. Alternative fueled collection vehicles (CNG) makeup 50% of the fleet.

10. Coal ash and E&P Energy Waste are a factor but for no more than 10% of total sales.
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2016 Economic Outlook Summary

• If solid waste is truly local does it really matter 

what happens in China, Europe and Canada?

– Yes, commodity prices are influenced by China 

demand

– Yes – influences to the U.S. economy are global not 

just local

• Capital, People and Data all move freely around the globe 

seeking the best after-tax return on investment
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Global Economic Indicators

US Trade with China

Source: FactSet
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Global Economic Indicators

US Trade with European Union

Source: FactSet
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Global Economic Indicators

US Trade with Canada

Source: FactSet
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2016 Economic Outlook Summary

• Figure out the rules of the game and play the game 

until you are in a position to change the rules

• Two rules

– US Corporate Taxes

– US regulation
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2016 Economic Outlook Summary

• Unfavorable corporate taxes and regulation have 

limited the scale of growth investing in the U.S.
– Despite the U.S. being a low risk (arguably the lowest risk) 

market to put capital to work

• Housing has to get to 1 million starts to trigger a 

broad based recovery in solid waste
– Four years into a national recovery 2014 marked the first 1 

million start year

– Housing normalized peak is 1.4mm and at the current pace does 

not occur until 2019
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Global Economic Indicators

Annual Rate for Housing Units Started: United States

Source: Bloomberg
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Global Economic Indicators

Construction Spending – Annual Rate

Source: Census Bureau
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Global Economic Indicators

US Real GDP Growth

Source: Bloomberg

(6.0%)

(4.0%)

(2.0%)

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

1
2

/3
1

/1
9

8
1

9
/3

0
/1

9
8

2

6
/3

0
/1

9
8

3

3
/3

1
/1

9
8

4

1
2

/3
1

/1
9

8
4

9
/3

0
/1

9
8

5

6
/3

0
/1

9
8

6

3
/3

1
/1

9
8

7

1
2

/3
1

/1
9

8
7

9
/3

0
/1

9
8

8

6
/3

0
/1

9
8

9

3
/3

1
/1

9
9

0

1
2

/3
1

/1
9

9
0

9
/3

0
/1

9
9

1

6
/3

0
/1

9
9

2

3
/3

1
/1

9
9

3

1
2

/3
1

/1
9

9
3

9
/3

0
/1

9
9
4

6
/3

0
/1

9
9

5

3
/3

1
/1

9
9

6

1
2

/3
1

/1
9

9
6

9
/3

0
/1

9
9

7

6
/3

0
/1

9
9

8

3
/3

1
/1

9
9

9

1
2

/3
1

/1
9

9
9

9
/3

0
/2

0
0

0

6
/3

0
/2

0
0

1

3
/3

1
/2

0
0

2

1
2

/3
1

/2
0

0
2

9
/3

0
/2

0
0

3

6
/3

0
/2

0
0

4

3
/3

1
/2

0
0

5

1
2

/3
1

/2
0

0
5

9
/3

0
/2

0
0

6

6
/3

0
/2

0
0

7

3
/3

1
/2

0
0

8

1
2
/3

1
/2

0
0
8

9
/3

0
/2

0
0

9

6
/3

0
/2

0
1

0

3
/3

1
/2

0
1

1

1
2

/3
1

/2
0

1
1

9
/3

0
/2

0
1

2

6
/3

0
/2

0
1

3

3
/3

1
/2

0
1

4

1
2

/3
1

/2
0

1
4

9
/3

0
/2

0
1

5

6
/3

0
/2

0
1

6

3
/3

1
/2

0
1

7
E

1
2

/3
1

/2
0

1
7

E

Real GDP Growth YoY 60 Year Average Historical GDP Growth

Ave Growth 4.1% Ave Growth 3.7% Ave Growth 2.6% Ave Growth 2.1%

Long-Term Ave Growth 3.0%



13

Global Economic Indicators

US 60 Year Real GDP Growth

Source: Bloomberg
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Global Economic Indicators

US Headline and Core CPI Historical Growth Rates

Source: Bloomberg
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Solid Waste

Summary

• 2015 was the “Year of Volume – Again; Plus 
Price”

• 2016 is setting up as “More of the Same” , in our 
opinion
– 1Q16 exceeded all expectations on core price and volume

• FY17 Organic growth starts with 2.0%-plus-2.0% 
(core price and volume)
– Individual company sales mix shifts around 2.0%-plus-2.0% (urban, secondary, 

exclusive markets, headline CPI)
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Solid Waste

Summary

• Core price is strong

– Retaining more on better volume –

• The collection market is basically at capacity, in our view

• Volume has not peaked

– Construction cycle continues to improve in both 
residential and non-residential 

– Both C&D and Special Waste trends could remain 
strong, but the comparison narrows in our view

– Coal ash, is not likely to have an impact until 2018

• Some remediation volume may come earlier
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• When $20/ton landfill can be reached economically by train

Source: Association of American Railroads

$65 to 

$120 per 

ton

$35 to $60 

per ton

$15 to $40 per ton

$25 to $40 

per ton

$65 to 

$100 per 

ton

$20 to $30 

per ton

Solid Waste

Cheap Airspace
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~$115/ton

~$75/ton

~$75/ton ~$75/ton

Source: Association of American Railroads

Solid Waste

Cheap Airspace



19

Solid Waste

Cost Options

•Landfill all-in cash cost per ton = $20

•Waste-to-Energy all-in cash cost per ton = $45

•Recycling all-in cash cost per ton = $65
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Solid Waste

Recycling Outlook
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Solid Waste

Collection Pricing

Average Monthly Price per Household for Waste Collection

21%

10%

18% 17%

33%

Less than $10.00 per
month

$10.00 to $12.00 per
month

$12.00 to $15.00 per
month

$15.00 to $20.00 per
month

$20.00 per month or
more

Source: Penton Waste360 Sentiment Study

Too Low
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Solid Waste

Collection Pricing

Average Monthly Residential Collection Price Changes over Past Six Months

Source: Penton Waste360 Sentiment Study
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Decreased by more than 5.0%
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National Average Price for Other Corrugated Cardboard (OCC)

Source: RecyclingMarkets.com and Stifel estimates

Solid Waste

OCC Paper Prices
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National Average Price for PET

Source: RecyclingMarkets.com and Stifel estimates

Solid Waste

OCC Paper Prices
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National Average Price for HDPE

Source: RecyclingMarkets.com and Stifel estimates

Solid Waste

OCC Paper Prices
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Steel HRC Prices (Spot)

Source: FactSet

Solid Waste
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Solid Waste

Recycling – Bogeyman in the Closet

• Recycling versus Diversion
– Recycling acknowledges the economic value capture of the recovered waste 

stream – weight does not matter
• No Glass

• #1 and #2 Plastics only

• OCC, Newsprint, SOP and mixed office waste only

• UBC and metal cans – ferrous and non-ferrous

– Diversion how much volume is no longer going to landfill – weight 
influences the behavior
• Glass, glass and more glass

• High residuals is a problem and a dirty secret – they go back into the landfill

• Lots of paper and plastics grades that have little or no recoverable value

• Perpetuates the commodity based processing model
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Solid Waste

MRF Operations

Average Percent of Total Inputs Left as a Residual

Source: Penton Waste360 Sentiment Study

14%

16%

18%

32%

20%

0% 5% 10% 15% 20% 25% 30% 35%

20% or more

15% to 19%

10% to 14%

5% to 9%

Less than 5%

Too High
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Good Bad

Source: Richard Wheeler (Zephyris) 

Source: Good Housekeeping
Source: Good Housekeeping

Source: pixabay

Glass is just Sand!

Solid Waste

Recycling Outlook
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Solid Waste

Recycling Pricing

Incremental Cost per Customer to Add Recycling to a Service Agreement

Source: Penton Waste360 Sentiment Study

46%

11%

18%

9%
6%

10%

Do not offer garbage
collection without
recycling service

Less than $2.00 per
month

$2.00 to $3.99 per
month

$4.00 to $5.99 per
month

$6.00 to $7.99 per
month

$8.00 per month or
more

Not Enough
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Solid Waste

Recycling Pricing

Does Incremental Recycling Charge Cover the Cost of Collection, including Capital 

Invested to Offer Service?

Source: Penton Waste360 Sentiment Study

Yes, 58%

No, 42%
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• Solid Waste Fundamentals have not peaked, 

buoyed by construction and the consumer, in 

our view

• Recycling model stays stubbornly stuck in a 

commodity format for longer

• At $20/ton all in cash cost landfill remains the 

dominant form of disposal

Solid Waste

Summary
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directly or indirectly related to the specific recommendation or views contained in this research report. Our European

Policy for Managing Research Conflicts of Interest is available at www.stifel.com
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Our investment rating system is three tiered, defined as follows:

BUY – We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage price change

plus dividend yield.

HOLD – We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage price

change plus dividend yield.

SELL – We expect a total return below -5% over the next 12 months with total return equal to the percentage price change plus

dividend yield.
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Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or target price,

and/or coverage due to applicable regulations or Stifel policies. SUSPENDED indicates the analyst is unable to determine a

“reasonable basis” for rating/target price or estimates due to lack of publicly available information or the inability to quantify the

publicly available information provided by the company and it is unknown when the outlook will be clarified. SUSPENDED may

also be used when an analyst has left the firm.

Of the securities we rate, 47% are rated Buy, 43% are rated Hold, 4% are rated Sell and 6% are rated Suspended.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 15%, 7%, 0% and 10% of the

companies whose shares are rated Buy, Hold, Sell and Suspended, respectively.
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Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price methodology

applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a discussion of risks to

target price please see our stand-alone company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a

complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein.

Opinions expressed are subject to change without notice and do not take into account the particular investment objectives, financial

situation or needs of individual investors. Employees of Stifel, or its affiliates may, at times, release written or oral commentary,

technical analysis or trading strategies that differ from the opinions expressed within. Past performance should not and cannot be

viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation from

issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger or

acquisition, or serving as a placement agent in private transactions.

Affiliate Disclosures

“Stifel”, includes Stifel Nicolaus & Company (“SNC”), a US broker-dealer registered with the United States Securities and

Exchange Commission and the Financial Industry National Regulatory Authority and Stifel Nicolaus Europe Limited (“SNEL”),

which is authorized and regulated by the Financial Conduct Authority (“FCA”), (FRN 190412) and is a member of the London

Stock Exchange.

Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not

registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer and therefore may

not be subject to FINRA Rule 2241 or NYSE Rule 472 restrictions on communications with a subject company, public

appearances, and trading securities held by a research analyst account.

http://www.stifel.com/
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Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional Investors” as

defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also distribute research prepared by

SNEL directly to US clients, including US clients that are not Major US Institutional Investors. In these instances, SNC accepts

responsibility for the content. SNEL is a non-US broker-dealer and accordingly, any transaction by a US client in the securities

discussed in the document must be effected by SNC. US clients wishing to place an order should contact their SNC representative.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international dealer

exemption. This material is intended for use only by professional or institutional investors. None of the investments or investment

services mentioned or described herein is available to other persons or to anyone in Canada who is not a “permitted client” as

defined under applicable Canadian securities law.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and regulated in

the United Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research produced by SNEL is

not intended for use by and should not be made available to non-professional clients. The complete preceding 12-month

recommendations history related to recommendation(s) in this research report is available at

https://stifel2.bluematrix.com/sellside/MAR.action

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of Companies,

Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti Monetari Brunei

Darussalam. This document and the information contained within will not be registered with any relevant Brunei Authorities under

the relevant securities laws of Brunei Darussalam. The interests in the document have not been and will not be offered, transferred,

delivered or sold in or from any part of Brunei Darussalam. This document and the information contained within is strictly private

and confidential and is being distributed to a limited number of accredited investors, expert investors and institutional investors

under the Securities Markets Order, 2013 ("Relevant .

https://stifel2.bluematrix.com/sellside/MAR.action
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Persons") upon their request and confirmation that they fully understand that neither the document nor the information contained

within have been approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of

International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam or any

other relevant governmental agencies within Brunei Darussalam. This document and the information contained within must not be

acted on or relied on by persons who are not Relevant Persons. Any investment or investment activity to which the document or

information contained within is only available to, and will be engaged in only with Relevant Persons.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in accordance

with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction is carried out in

accordance with applicable exemptions from registration and licensing requirements. Non-US customers wishing to effect

transactions should contact a representative of the Stifel entity in their regional jurisdiction except where governing law permits

otherwise. US customers wishing to effect transactions should contact their US salesperson.

Additional Information Is Available Upon Request
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other person or published in whole or in part for any purpose without the prior consent of Stifel. Stifel, Nicolaus & Company,

Incorporated, One South Street, Baltimore, MD 21202.


