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Recommendation: BUY Current Price: $122.62 (3/15/2021) Price Target: $158.89 (29.58% upside)

Stock:

52 wk high:

52 wk low:

Dividend Yield:

Market Cap:

Current EV:

LTM P/E:

P/B:

Revenue (2020):

OP Margin (2020):

EV/EBITDA:

P/CF: 

EPS:

WM (NYSE)

$125.56

$85.34

1.89%

51.887B

30.21

30.2

6.91

$15218M

16.08%

15.50

15.138

$4.03

Investment Thesis: Waste Management’s ability to effectively implement cost-saving plus its under-valuation by the market 
makes it an attractive target of investment

Waste Management, Inc.
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INDUSTRY OVERVIEW

● Increased use of computer technology in waste management, including using robots at recycling facilities to sort 

waste, GPS-operated compactors, chipped recycle bins that record which households are recycling 

● More recycling programs in addition to composting initiatives 

● Larger interest in waste-to-energy (WTE) methods 

○ The recycling industry is putting more pressure on WTE projects

○ Governments are promoting WTE efforts

CAGR = 5.5%
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Overview & Trend

Key Statistics Waste Collection Market Size ($Bn)

● The market size, measured by revenue, of the Waste 

Collection Services industry is $51.5bn in 2021.

● The market size of the Waste Collection Services industry is 

expected to decline -0.3% in 2021.

● The market size of the Waste Collection Services industry 

in the US has grown 0.4% per year on average between 

2016 and 2021.
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Target Overview
Waste Management Company (WM) is North America’s leading provider of comprehensive waste management environmental services, providing 

services throughout the United States and Canada. WM partners with residential, commercial, industrial, and municipal customers and 

communities they serve to manage and reduce waste at each stage from collection to disposal, while recovering valuable resources and creating 

clean, renewable energy. WM is also a leading developer, operator and owner of landfill gas-to-energy (LFGTE) facilities in the US. 

Business Overview Revenue Breakdown Operating Geography

● Founded: 1894
● IPO Year: 1971
● Headquarters: Houston, TX
● CEO: James C. Fish Jr. (2016-)
● Employees: 48,250
● Locations: U.S. & Canada, and broader 

North America territories

● Tier 1: Southern US, with the exception of Southern California and 

Florida; New England and tri-state Area of Michigan, Indiana and Ohio

● Tier 2: California, Canada, Wisconsin, and Minnesota

● Tier 3: Pacific Northwest, Mid-Atlantic region, Florida, Illinois, and 

Missouri Valley area

Facilities

● 263 solid waste landfills & 5 secure 
hazardous waste landfills

● 164 landfill gas beneficial-use projects
● 348 transfer stations
● 103 MRFs
● 150+ LFGTE 

Tier 3

Tier 1
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Thesis 1
Ability to drive organic growth from capital invested and maintain operating margin through effective cost-saving 
measures leads to margin expansion potentials post-COVID-19. 
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Proactive Cost-Saving from the Onset of COVID-19Reduced & Alternated Capital Investments since 2017

Return on Invested Capital (ROIC) Maintained Margin throughout COVID-19

● 2020 Revenue declined by 1.5%, driven by COVID-19 by offset by 
○ Higher yield generation from collection and disposal 

services
○ Higher yield in recycling business
○ Revenues from Advanced Disposal

● Management proactively started cost-saving and driving higher yield 

starting February, 2020 

● Down 
50bps

● -0.29%
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Thesis 2
Industry-leading position that offers complete suite of services and is best positioned for recycling and ESG. 
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Suite of Services Offered Collection vs. Recycling as a % Business Revenue
Collection

Landfill

Recycling

Collection (commercial, industrial, residential)

Landfill (268 landfills)
Transfer (348 transfer stations)
Recycling 
MRF (103 facilities)

Specialized Waste Streams
Sustainability Consulting
Electronics Recycling
Materials Marketing
LFGTE (150+ facilities)

● Waste Management operates 
approximately 270 landfills, 
which is 40% more than 
Republic Services (189 
landfills) and almost 3 times 
the size of Waste 
Connections’ landfill 
footprint 

● Waste Management is the 
only firm in the industry able 
to offer a digitized full suite 
of services



Waste ManagementWaste Management

Thesis 3
Increased digitization efforts and diversified recycling technology capabilities enhance internalization and satisfy 
the demand for comprehensive services from large industrial and commercial customers 
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Digitization Initiatives Business Implications

1. Digitization during COVID-19: the investment into digital 
customer service towards residential, industrial, commercial 
clients. This is expected to carry over to post-COVID-19 world 

2. Digitization to make efficient of internal processes happen 
on project-basis, ties into capital expenditure and technology 
development

3. Implementing cloud-services for large clients allow them to 
better adjust or call for additional services and visualize their 
ESG status. Expected to expand throughout post-COVID-19
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CATALYSTS
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Increasingly Environmentally 

Conscious Population

Pandemic Recovery

Advanced Disposal 

Acquisition

With the environment becoming a larger concern for more 

people, there’s a push towards recycling and WTE efforts

As more and more businesses are starting to open up and 

return to the level of activity pre-pandemic, more waste 

management services are needed

By completing a $4.6 billion acquisition of Advanced Disposal, 

WM gained approximately 3 million new commercial, industrial 

and residential customers across 16 states in the Eastern US
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COMPARABLE COMPANIES ANALYSIS
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DISCOUNTED CASH FLOW ANALYSIS - Base Case
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PRICE TARGET

ASSUMPTIONS:
● 6.5% WACC
● 14.7x EBITDA exit 

multiple
● Boost in 2021 revenue, 

continued growth in 
parallel with recovery 
and expansions

BASE CASE: 
Target: $158.89 

(29.58% Upside)

ASSUMPTIONS:
● 7.5% WACC
● 12.2x EBITDA exit 

multiple
● Smaller boost  in 2021 

revenue, flatline 
pre-covid rate onwards

BULL CASE: 
Target: $212.71 

(73.47% Upside)

ASSUMPTIONS:
● 4.5% WACC
● 17.2x EBITDA exit 

multiple
● Boost in 2021 revenue, 

flatline 6.0% revenue 
growth from 2022

● Faster growing EBITDA 
margins

BEAR CASE: 
Target: $102.00 

(16.82% Downside)
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INVESTMENT RISKS & MITIGANTS
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China’s import restrictions has adversely 

affected the recycling business, pressuring 

recycled commodity prices 

Competition from hundreds of local and regional 

waste-collection operations keep the pricing backdrop 

competitive due to support from local governments, flexible 

labor arrangements and closer relationship with local 

businesses or residential HOAs 

Operating costs, disposal costs, and collection fees vary widely throughout 

the areas. The prices for waste management (industry as a whole) are 

determined locally, factors included such as the frequency of collections, 

the distance to transfer stations or final disposal sites, etc. 

WM has a strong customer base due to its highly 
developed “people first” culture.

Due to the uncertain rate of COVID-19 recovery, 

it’s difficult to bring equal or higher pricing rates 

to returning customers (especially, industrials) 

WM is transforming the recycling business with restructured 
fee-based contracts and investments in technology which will 
insulate the business from commodity price swings
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RECOMMENDATION

BUY:
Waste Management’s ability to effectively 
implement cost-saving plus its 
under-valuation by the market makes it an 
attractive target of investment
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BASE CASE: 

Target: $158.89 

(29.58% Upside)
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APPENDIX - DCF (Bear Case: Downside)
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APPENDIX - DCF (Bull Case: Upside)
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William & Mary Women’s Leadership Summit
2021 Stock Pitch Competition
Waste Management, Inc. (WM)
Team 9: Sarah Her, Danbi Rhee, Tangya Tan
Johns Hopkins University

Waste Management’s ability to effectively implement
cost-saving plus its under-valuation by the market
makes it an attractive target of investment

Industry Overview: The waste industry encompasses
everything from waste management to waste recycling
and prevention. The waste management market size is
over $2080 billion and expected to reach about $2340
billion by 2027. Due to the surge in population and
increase in globalization, waste management services
are especially necessary. A few key players in the
industry are Waste Management, Republic Services,
Waste Connections, Casella, and GFL.

Company Overview: Waste Management Company
(WM) is North America’s leading provider of
comprehensive waste management environmental
services, providing services throughout the United
States and Canada. WM partners with residential,
commercial, industrial, and municipal customers and communities they serve to manage and
reduce waste at each stage from collection to disposal, while recovering valuable resources and
creating clean, renewable energy. WM is also a leading developer, operator and owner of landfill
gas-to-energy (LFGTE) facilities in the U.S.

Catalysts: WM benefits/will benefit from various catalysts. First, as the population becomes
increasingly environmentally conscious, recycling and waste-to-energy (WTE) projects are
becoming more popular. Heavily involved in the recycling business, WM will only grow bigger
from this transition. Second, as more businesses are opening up, more waste management
services will be needed. Third, WM’s $4.6 billion acquisition of Advanced Disposal gave WM
access to roughly 3 million new customers across 16 states.
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Trading Comp

DCF Analysis: As a result of the discounted cash flow analysis, the fair value share price of
WM (our Base Case) was determined to be $158.89 (29.58% upside). Comps derived EBITDA
exit multiple was utilized to determine terminal value and WACC was retrieved from
Bloomberg. Key assumptions included a boost in 2021 revenue due to Advanced Disposal and a
continuing expansion of business and growth through favorable factors discussed in the above
sections. The Bull Case (lower WACC, higher exit, prolonged higher revenue growth) resulted in
a target price of $214.71 (73.47% upside). The Bear Case (higher WACC, lower exit, flatline of
pre-covid revenue rates) resulted in a target price of $102.00 (16.82% Downside).

Risks and Mitigations: Despite its strong position in the environmental services industry, WM
faces a few risks. First, China’s import restrictions have pressured recycling commodity prices.
However, WM has tried to combat this by restructuring fee-based contracts and investing more
in technology. Second, WM is confronted with hundreds of local and regional competitors that
have support from local governments, etc. In spite of this, WM still established itself as a leader
in this industry by differentiating itself through its focus on sustainability in addition to
collaborating with some of its competitors. Third, due to the uncertain rate of recovery from
COVID-19, it’s difficult to keep pricing the same or higher for returning customers. However,
having fostered a “people-first” culture throughout the years, WM has strong customer loyalty.

Recommendation: Waste Management’s ability to effectively implement cost-saving plus its
under-valuation by the market makes it an attractive target of investment
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