


In recent years, companies in the “circular economy” sector—which includes waste and recycling services
companies—have exhibited resilient cash flow growth. Investors in these companies have benefited in the
era of elevated inflation. Expanding pricing power and operating efficiencies have helped drive investment
returns, validating the argument that this sector can serve as an effective inflation hedge.

We believe listed companies operating assets at the forefront of upgrading the world’s waste infrastructure
to promote a cleaner and more efficient circular economy are well positioned for continued upside. Structural
changes in their business models and new markets position the sector well to compound cash flow growth,
in our view.

Pricing Power Driving Yields

Favorable pricing dynamics for the sector have led to year-over-year growth in price yields exceeding inflation—even as year-over-year
consumer price index (CPl) measures hit multi-decade highs. In some cases contractual escalators drove top-line growth, while in others
inelastic demand and the adoption of dynamic pricing models helped drive revenues.

Circular Economy Sector Price Yields Have Been Exceeding Inflation

Waste and Recycling Price Yields vs. Inflation (2021-2024)
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As of December 31, 2024. Source: Company filings. Calculations based on the three largest companies in the sector: Republic Services (RSG), Waste Connections (WCN) and Waste Management (WM).




Operating Margins
Improving

In addition to improved pricing dynamics, waste and recycling services have recently significantly
improved their operating margins. Management teams of the listed companies in the sector have
been able to lower their costs through fleet modernizations, facility upgrades and process automation.
This ability to mitigate cost inflation while optimizing ongoing operating expenses enabled the largest
operators to drive significant margin expansion, by roughly 160 basis points between 2020 and
2024, at a time when inflation was near all-time highs. With labor costs moderating, we believe
these companies are well positioned to manage the spread between price and costs to maintain
healthy margins.

Operating Efficiencies Have Helped Drive Significant Margin Expansion

Waste and Recycling Services Company Weighted Average EBITDA Margin
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As of December 31, 2024. Source: Company filings. Calculations based on the three largest companies in the circular economy sector: Republic Services
(RSG), Waste Connections (WCN) and Waste Management (WM).
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Opportunities for Cash
Flow Growth

There is a utility-like quality to this sector’s business model, which has translated into resilient

(e.g., less cyclical) cash flows. That said, beyond their core businesses of waste collection and disposal,
listed companies in the sector are also implementing growth initiatives focused on sustainability practices
that drive the circular economy. These practices include operations related to renewable energy, consumer
packaging circularity and specialty disposal services (e.g., disposal of medical and hazardous waste).

One key opportunity we see for the sector’s future cash flow growth is renewable natural gas (RNG).
This biogas is produced through the decomposition of waste at landfills, wastewater treatment plants
and livestock farms, among other sources. Landfill gas projects are gaining more traction because
they can reduce carbon emissions while lowering business operating costs.

Given the industry’'s high barriers to entry and strong operating platforms, we believe incumbents
enjoy wide competitive moats and are well positioned to execute on their numerous long-term
growth opportunities.



Solid Waste and Recycling
Industry Overview

The solid waste and reclycing industry is playing

a key role in the global transition toward a circular
economy that minimizes both raw materials use

and the creation of pollution and waste. Companies
operating in the industry focus on the collection,
processing and management of waste and recyclables
for commercial and residential customers. These
companies also operate environmental services
business lines, focused on renewable energy solutions
and other decarbonization and circularity solutions.
According to one recent estimate, the total
addressable North American environmental

services market generates approximately

$165 billion of annual revenue!

The industry is comprised of publicly traded and
privately owned local, regional, and national and
international companies. In the U.S., the three largest
publicly traded companies within the sector are Waste
Management, Inc., Republic Services, Inc. and Waste
Connections, Inc.

' Source: Republic Services, Inc. 2024 annual report.
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More Than Just an Inflation
Safe Haven

While global inflation has come off its 2022 peak, it remains elevated. Recent performance of waste and recycling securities
suggests allocators should consider strategic exposure to the sector as a means to hedge a reacceleration of inflation.
Additionally, beyond their core business models that have historically generated reliable cash flow growth from the delivery
of essential services, we believe the sector is also poised to benefit from several secular growth tailwinds.

Because their operations promote circularity and facilitate decarbonization across the global economy, these companies
represent a meaningful portion of our climate transition investment universe. Alongside electricity infrastructure and
companies developing sustainable industrial and technological solutions, we believe the waste and recycling services
sector offers diversification benefits to a strategy focused on driving positive environmental and financial outcomes.




Disclosures

Risk Disclosure

All investing involves risk. The value of an investment will fluctuate
over time, and an investor may gain or lose money, or the entire
investment. Real assets include real estate securities, infrastructure

securities and natural resources securities.

Infrastructure companies may be subject to a variety of factors
that may adversely affect their business, including high interest
costs, high leverage, regulation costs, economic slowdown, surplus
capacity, increased competition, lack of fuel availability, and energy
conservation policies.

Diversification does not guarantee a profit or protect against loss.

©2025 Brookfield Public Securities Group LLC ("PSG" or "the Firm") is

a wholly owned subsidiary of Brookfield Corporation. Brookfield Public
Securities Group LLC is an SEC-registered investment adviser and is
registered as a portfolio manager in each of the provinces and territories
of Canada and represents the Public Securities Group of Brookfield
Corporation, providing global listed real assets strategies including real
estate equities, infrastructure equities, multi-strategy real asset solutions
and real asset debt. PSG manages separate accounts, registered funds
and opportunistic strategies for institutional and individual clients,
including financial institutions, public and private pension plans, insurance
companies, endowments and foundations, sovereign wealth funds and
high-net-worth investors. PSG is an indirect, wholly owned subsidiary

of Brookfield Corporation, a leading global alternative asset manager.
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The information in this publication is not and is not intended

as investment advice, an indication of trading intent or holdings,
or prediction of investment performance. Views and information
expressed herein are subject to change at any time. Brookfield
disclaims any responsibility to update such views and/or information.
This information is deemed to be from reliable sources; however,
Brookfield does not guarantee its completeness or accuracy.

This publication is not intended to and does not constitute

an offer or solicitation to sell or a solicitation of an offer to buy
any security, product or service (nor shall any security, product

or service be offered or sold) in any jurisdiction in which Brookfield
is not licensed to conduct business and/or an offer, solicitation,

purchase or sale would be unavailable or unlawful.

Opinions expressed herein are current opinions of Brookfield Public
Securities Group LLC, including its subsidiaries and affiliates, and are
subject to change without notice. Brookfield Public Securities Group
LLC, including its subsidiaries and affiliates, assumes no responsibility
to update such information or to notify clients of any changes.

Any outlooks, forecasts or portfolio weightings presented herein

are as of the date appearing on this material only and are also subject
to change without notice. Past performance is not indicative of future
performance, and the value of investments and the income derived
from those investments can fluctuate. Future returns are not guaranteed,
and a loss of principal may occur.

Forward-Looking Statements

Information herein contains, includes or is based on forward-looking
statements within the meaning of the federal securities laws, specifically
Section 21E of the Securities Exchange Act of 1934, as amended, and
Canadian securities laws. Forward-looking statements include all
statements, other than statements of historical fact, that address future
activities, events or developments, including, without limitation, business
or investment strategy or measures to implement strategy, competitive
strengths, goals, expansion and growth of our business, plans, prospects
and references to our future success. You can identify these statements
by the fact that they do not relate strictly to historical or current facts.
Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,”
“believe” and other similar words are intended to identify these forward-
looking statements. Forward-looking statements can be affected by
inaccurate assumptions or by known or unknown risks and uncertainties.
Many such factors will be important in determining our actual future
results or outcomes. Consequently, no forward-looking statement

can be guaranteed. Our actual results or outcomes may vary materially.
Given these uncertainties, you should not place undue reliance

on these forward-looking statements.
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