
Position: Short 

(NASDAQ: CWST)

Price Target: $90.33 (24% downside)



3,309B

Company Overview

Description

Casella Waste Systems is a waste 

management company working in solid waste 

operations and resource solutions for 

residential, commercial, and municipal clients.

CWST operates as a serial acquirer in 10 

Northeast states and employs over 5,000 

people.

Recent Acquisitions
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Revenue ($)

3,806B

Segment Sales ($) % of 

Sales

Profit 

Margin

XX

Segment Break Down (FY24)

Segment Revenue % of Revenue

Collection (SW) 962B 61.8%

Disposal (SW) 247B 15.8%

Power Generation/Processing (SW) 19B 1.2%

Processing (RS) 130B 8.4%

Non-Processing (RS) 199B 12.8%

Total 1,557B 100.0%
2023 2024 2025 2026 2027 2028 2029

Solid Waste Resource Solutions

1,992B

1,557B

1,265B

2,503B

2,877B



Company Overview - Financials

Margins

Stock rebounds 
on acquisitions 

and guidance 

Share Price $116.75 EPS $.22

Mkt Cap $7.409B Cash $5.6B

P/E 530.68 Revenue $54.2B

Financial Statistics*
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Investment Thesis

• Over the past 2 years, the stock has generated 30.62% returns to 

investors

• The company completed 8 acquisitions in 2024 representing over $200 

million in annualized revenues

• Growth plan is simple: acquire businesses and integrate them vertically, 

growing presence in the Northeast

*As of 5/3/2025
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Profit Margin Operating Margin COGS Margin
Weak landfill 
volumes offset by 

strong pricing

Heavy Q3 for acquisitions, 
margin improvement



Industry Overview

• Casella relies on contracts to fuel revenue (with 

90% coming from open-market contracts), 

exposing them to competitive bidding

• Mid-Atlantic region (acquired from GFL) had higher 

churn rates, hard to collect A/R which might stymie 

expansion

Threats

• Active mergers and acquisitions gives some opportunity for growth, 

geographic diversification

• By diverting collected waste into company-owned landfills, Casella reduces 

exposure to volatile third-party disposers

• Upgrading order-to-cash systems, digital customer portal, automating fleet 

operations

Opportunities
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Industry GrowthWaste Management Industry

• Few large national players but a lot of the industry remains 

regional/local, especially in collection and hauling

• Leading firms often own the full value chain - including landfills, 

transfer stations, and recycling facilities, - enabling pricing 

power and operational efficiency. 

Key Competitors

2023 2024 2025 2026 2027 2028 2029

Total CWST



Competitive Disadvantage

• Casella faces heightened exposure 

to new PFAS treatment costs and 

commodity price volatility from 

recycling business

• More earnings volatility and 

pressure margins compared to 

larger diversified/balanced names 

3. Exposure to Regulations

• Compared to named peers in trading 

groups, CWST consistently trades at 

a lower gross, EBITDA, EBIT, and 

pretax margin

• Weaker earnings power, making it 

harder for the company to grow 

operational efficiency with more 

acquisitions

1. Lower Margins

• With 71% of operations and majority 

customers in the Northeast, Casella 

isn’t insulated from regional 

downturns, regulatory changes, and 

competitive pressures that force 

them to move out

4. Geographic Concentration
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Industry Analysis

• Rapid M&A activity forces them 

to scale through multiple deals 

and strains back-office resources 

especially in deals where A/R is 

inherited

2. Integration Risks

Customer Review:

Casella under fire 

for PFAS treatment 

for sites dating 

decades 



Investment Thesis - 1
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Casella’s 71% revenue concentration in the Northeast exposes it to a limited TAM and structural inefficiencies

Case Study: 2022

Consequences of Limited Capacity

Oil price reaches 9- 

months low

• Prices will be passed down 

to consumers who have 

different options and 

bargaining power to squeeze 

CWST

• Contracts are long-term, so 

pricing power will have to be 

taken by CWST until 1-5 

year contracts expire

3

Competitive Advantage

Northeast US has landfill capacity 

constraints, and management has noted 

resident pushback to adding capacity

Ontario County landfill closure (post 
25-year operations lease) in 2028

New Hampshire North 
Country landfill end of 
life is early 2027, but 
regulators rejected 

permit for new landfill 

New Hampshire on 
track to sign a 3-year 
landfill moratorium 

Q2 2025Q2 2025Q4 2024

• Acquisition-heavy company 

means buyouts in different 

geographies (to take customers 

from WCN/WM/RSG) will be 

priced at higher premiums

WCN vs. WM vs. CWST



Investment Thesis - 2
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Casella’s aggressive M&A strategy (8 deals FY24, 4 Q1 25) has created debt-filled balance sheet and shady 
income statements

Consequences of Acquisition Growth
Deteriorating Asset Quality

Acquired Rev. Growth 

Problems

• As the revenue split approaches 50-50, the 

company continues to hide the EBITDA 

drag. 

• ”D&A associated with acquisitions was 

approximately 25% of acquired revenues 

as compared to 14% of the base business”

• When buyouts happen more frequently, 

D&A is higher than it would be organically 

and EBITDA is inflated based on 

unrealized synergies

• CapEx spend is growing 

disproportionately with debt with 

decreasing net income on increasing 

revenues

• As CWST’s revenue split 

approaches 50-50, company 

continues to hide EBITDA drag. 
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Capex as a % of Debt + Capex

CapEx Debt

19%

13%
16%

• Worry is that CWST is becoming 

more reliant on debt/equity to fund 

acquisitions instead of organic FCF
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Investment Thesis - Catalysts

1. Q32025 Earnings Miss

• If CWST misses EPS or 

revenue expectations due to 

integration costs, weak landfill 

volumes, or margin pressure, 

investor sentiment might trigger 

a sell-off

• Particularly important to watch 

acquisition vs. organic growth

Acquisition Information

• When CWST releases more 

information about acquisitions vs. 

organic growth, margins and 

adjusted EBITDA numbers can be 

analyzed

• New or stricter regulations on PFAS 

treatment or landfill expansions in the 

Northeast could increase costs and 

limit future growth

• PFAS removal from wastewater is 

$1m+ pound and remediation efforts 

will force CWST to incur balance 

sheet or landfill closure risks

2. PFAS Regulatory Updates

• Higher interest rates make 

acquisitions more expensive to 

finance and will slow the 

acquisition-heavy business model

• Offering shares to raise money to 

fund acquisitions – leverage and 

interest coverage are stretched 

enough that relying on debt only 

wouldn’t work

• Equity is more expensive and more 

equity raises means acquisitions 

aren’t even from organic growth

3. Interest Rates/Credit Tightening

• CWST is a company relying on debt to fund acquisitions, and there is a limit to 

how much debt you can take on without constantly injecting shareholder capital

• Operating in a strict regulatory climate in the Northeast makes business 

expensive

Summary
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Risks and Mitigations

Risk to short: Aggressive M&A drives growth and 

market share

• Wall Street thinks that Casella’s serial acquisitions 

rapidly expand footprint, revenue base, and vertical 

integration in the Northeast

• By pushing out competitors in the Northeast and 

continuing contract dominance, TAM is still growing for 

CWST

Mitigations

• Even though footprint might still be increasing, M&A-

driven growth hides weaker organic performance and 

inflates EBITDA through high D&A which increases 

integration risk by forcing higher write-offs

• Expansion into other regions (if Northeast remains

segmented) will be cost prohibitive as Casella doesn’t

have current infrastructure to support new operations

there

Landfill Capacity by Region

EPS vs. Net Debt

EPS hasn’t grown substantially in years while net 

debt continues to increase over time

Landfill 

capacity in the 

Northeast is 

lower than rest 

of country and 
losing space 

faster



Bull Case: $204.20 (72% IRR) – 20% weighting.
Revenue growth goes ballistic due to organic growth 
on top of continued acquisitive growth, which might 
only happen if firm successfully pushes out 
WM/RSG/WCN from geographic area and grows 
Northeast TAM. 
Base Case: $90.33 (-24% IRR) – 75% weighting. 
Continued acquisitive growth and limited organic 
growth, with constant margins. 
Bear Case: $5.03 (-95% IRR) – 5% weighting. Organic 
revenue growth slows and bad acquisitions drag 
revenue, company breaches debt covenants and 
credit downgrades multiple times until 
breakup/divestiture by larger competitors. 

- Modeled cash acquisitions stable so steady-state 
where acquisitions no longer materially drive the 
numbers

- Base case revenue assumptions (6% QoQ -> 10-12% 
YoY growth)

Valuation
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