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OMXS 30 Enviro

Converting Used Tyres to Black Gold 
Redeye initiates coverage of Scandinavian Enviro Systems with a positive stance. 

Enviro, a Swedish clean-tech company on the verge of fully commercialising its 

patented technology, allows valuable raw material recovery from used tyres – 

whilst solving an environmental issue. As input materials are virtually free, gross 

margins of around 65% are attainable. By Enviro’s side stands Michelin, which has 

verified the technology and entered into a strategic partnership - in addition to 

building their first co-owned plant together, for finalisation in 2023. We see a huge 

global potential for Enviro’s technology and significant upside in the share. 

 

ESG winner and first mover advantage 

We believe Enviro is in a very attractive position to benefit from increasing environmental 

focus in several large industries. The tyre- and petrochemical industry seeks to lower its 

environmental impact, and one of the lowest hanging fruits is to source recycled materials. 

Enviro has developed its patented technology since 2001, making Enviro one of the 

pioneers of the tyre recycling industry. In addition, Michelin has made extensive testing of 

Enviro’s (and other competitor’s) products - verifying its quality. 

 

Enviro offers ELT plants, with an estimated payback time of ~5 years 

Enviro seeks to sell and co-own plants capable of handling 30k tons of ELTs (end-of-life 

tyres), recognising both an initial gross profit and recurring royalties. The plants will source 

ELTs, and recover carbon black (rCB), tyre pyrolysis oil (TPO) and steel – with an EBITDA of 

roughly SEK 80m p.a. per plant (Redeye estimates). CAPEX for each plant is around SEK 

400m – implying a payback time of ~5 years. The recovered materials will primarily be sold 

to the tyre-, and petrochemical industry, which already shows great interest. 

 

Valuation – significant upside 

We have derived a fair value range for Enviro of SEK 0.5 – SEK 9.6, with base case SEK 3.9. 

Our scenarios are primarily driven by the extent to which recovered materials can replace 

current materials in the future, in addition to Enviro's estimated market share. In our base 

case, we see Enviro installing 52 plants by 2040, implying a conservative rCB substitution 

rate of 11% and 17% market share for Enviro in 2040. We wish to highlight the wide fair 

value range, implying great potential but also a fair amount of uncertainty for Enviro.  
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Investment Case 
Offering a highly attractive solution for unsolved ELT recovery issue 

Tyres are a very complex composite material, containing over 200 materials forged together. 

The main materials are rubber (50%) and carbon black (25%) – which are both very valuable, 

even after a tyre has reached its end of life (ELT). Over the years, many attempts have been 

made to recover the materials once a tyre has reached its ELT, but failed due to the material 

complexity, which makes it very difficult to produce high-quality materials for commercial 

use. Enviro has proved it possible, using its patented technology that allows for full ELT 

material recovery (rCB, TPO, steel) that can be sold, and re-introduced to a wide range of 

applications. With ELTs being considered a waste issue, the ELTs can be obtained at a very 

low cost – yielding gross profits of 65% (Redeye estimate). The business idea is to sell and/or 

co-own recycling plants capable of handling 30k tons of ELT p.a. while receiving recurring 

royalties on revenues, offering an attractive payback time of 5 years (Redeye estimate).  

 

Massive untouched market potential 

The market for virgin CB was around 15m tons p.a. valued at USD 20bn in 2018. In addition to 

this, global ELT arisings amount to 26m tons, causing a great waste handling issue. 

Production of rCB using ELT would offer a sustainable material in the form of recovered CB, 

and oil, that could go into several lines of production and applications – while the ELT waste 

issue is being dealt with. If all virgin CB (vCB) were to be substituted for rCB, roughly 1600 

Enviro 30 kton plants would be required, implying CAPEX of SEK 640bn and annual EBITDA 

streams of roughly SEK 128bn (Redeye estimate). 

 

The petrochemical industry is showing great interest 

Enviros’ main focus has been recovering carbon black from ELTs. However, in recent years, 

interest for the TPO has increased – and due to its high bio content, potentially offering great 

value for the petrochemical industry. As a result, Enviro has increased its expected revenue 

from TPO going forward, which further strengthens the expected value per ton ELT. 

Furthermore, TPO should be easier to sell to customers as it offers a 100% substitution rate 

to crude oil, whilst carbon black is dependent on increasing usage, which requires industry 

R&D. 

 

First mover advantage 

Enviro has developed its patented technology for ELT recovery since 2001, making them one 

of the pioneers in the industry. R&D activities combined with trial and error over time is key to 

fully understand the nature of ELT pyrolysis. Furthermore, incorporating the technology in 

commercial production is also a process that takes time and experience to fully master. 

Therefore, we believe Enviro is many years ahead of its competitors. We understand Michelin 

has made vast material testing of Enviros’ products, verifying the technology. Michelins’ 

equity stake and partnership with Enviro, reinforce our belief in the technology, product 

quality, and Enviro as a company. 

 

Michelin partnership 

The strategic partnership with Michelin was finalised in February ’21, and it was further 

announced that Enviro and Michelin plan to build and co-own a 25-30 kton plant in Chile for 

finalisation in 2023. Michelin has the capacity of producing nearly 4m tons tyres p.a., and 

around 20-25% of a tyre consists of carbon black. Michelin seeks to increase the share of 

recycled materials in their tyre production and believe Enviro offers one part of the solution. 

Michelin appears to be the perfect match for Enviro as they should contribute to product 

development – while providing a solid CB demand that will grow over time. We conclude ~60 

Enviro 30k plants would be required, just in Europe, to meet Michelin’s carbon black demand. 
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Attractive growth prospects 

As a pioneer in the world of ELT pyrolysis, Enviro recovers high-quality carbon black and TPO. 

The Virgin Carbon Black market is worth USD 20bn and is expected to grow for many years to 

come, primarily driven by the tyre industry, growing 2-3% p.a. The global market for crude oil 

is worth some USD 1 400bn. TPO is a by far more sustainable alternative compared to 

traditional petroleum-derived oil, and its market potential is therefore huge as it is of higher 

quality and offer zero CO2 emissions as it is recycled. Furthermore, the largest companies in 

the petrochemical industry are already showing interest in incorporating the TPO in the 

production of a vast range of chemicals and applications. 

 

COGS practically free 

Every year, roughly 1.7bn tyres are produced globally – representing more than 26m tons. A 

tyre is typically used for 4-6 years before it reaches its end of life (ELT). Once a tyre has 

reached its end of life, it is, depending on the region and market, either recovered or 

stockpiled. Current recovery processes only recover either energy or small fractions of the 

rubber – making valuable materials of tyres go to waste. As ELTs are considered a waste 

handling issue, tyres can be sourced at a very low cost or even (in some cases) recognising a 

fee from municipalities for handling the waste. We believe this situation should persist for 

many years to come.  

 

Key Catalysts 
 

Additional plant orders 

We believe additional plant orders will be catalysts for Enviro, as it will both increase our 

confidence in our short- and long-term forecasts. 

 

Updates on ongoing plant talks 

Similar to additional plant orders, we believe updates on ongoing talks will be another 

catalyst, showcasing the demand in the market. 

 

Michelin updates 

The production facility in Chile, together with Michelin, will be the first full-scale commercial 

production facility. We believe if all goes well, it will increase the confidence in Enviro, and vice 

versa. Positive talks would, therefore, be a likely catalyst. 

 

Increasing rCB product implementation 

One of the pillars to our financial estimates going forward is the sales price and production 

volumes of rCB. We, therefore, view it crucial that rCB product implementation among tyre 

manufacturers takes off. This is necessary to support the growing demand for rCB in the 

coming years. Any positive communication regarding this would be considered a catalyst. 

 

New partnerships 

Enviro has signed a partnership with Michelin, partly regarding the development of rCB. We 

believe another partnership could take place, but this time with a company from the 

petrochemical industry, which would enhance the product development of TPO. Any 

communication regarding this would be a likely catalyst. 

 



dsfdsf  REDEYE Equity Research   Scandinavian Enviro Systems  23 March 2021 
 

4 

 

Risks 
 

Capital intensive business 

Enviro is planning to co-own the production facilities it builds. CAPEX for one plant is 

expected to be around SEK 400m, which is a sizeable figure for a company of Enviro’s current 

size. Even a 20% share in the venture (SEK 80m) is a significant amount, which may require 

future capital injections into Enviro.   

 

rCB fails to take off 

One of our greatest concerns is that demand for rCB fails to take off, which would greatly 

harm the calculation of Enviro’s plants and/or the pace of the roll out phase.  

 

The market is slow to adopt ELT pyrolysis as a waste handling method 

We believe ELT pyrolysis offers a great opportunity to fully recover valuable materials whilst 

solving an environmental issue. Today, a vast majority of ELT goes to energy recovery. If the 

market does not, for any reason, implement ELT pyrolysis, it would be a risk for Enviro as it 

could see less demand for its services, while it could find it more difficult sourcing tyres.  

 

Company Profile 
 

Company 

Scandinavian Enviro Systems is a technology company founded in 2001. It has 22 full-time 

employees in Sweden, with headquarters in Gothenburg and a 6k ton production facility in 

Åsensbruk in Dalsland. 

 

Product 

The company provides industrialised processes able to handle 30k ton of end-of-life tyres, 

which are pyrolysed (heated) using its patented technology. The tyres are decomposed into 

valuable, high-quality, and recycled raw materials, such as carbon black, oil, and steel.  

 

Segments 

Enviro is primarily targeting the tyre industry, as 75% of global carbon black demand stems 

from the industry. It also targets the petrochemical industry, as it is showing great interest in 

the tyre pyrolysis oil that can be further refined and used in a wide range of applications.  

 

Customers 

We have divided Enviro’s customer base into two segments, as the business idea is to co-

own production facilities and profit from the selling of a plant (fixed fee + royalty) and from 

the sale of raw materials. Plant investors could be recycling companies or financial investors. 

Raw material purchasers could be companies within the tyre industry and/or the 

petrochemical industry. 

 

Value proposition 

Enviro’s plants are sold for a CAPEX of SEK 400m + a fixed fee which we expect to be around 

SEK 75m (gross profit). Furthermore, Enviro aims to receive royalties from materials sold 

(Redeye estimate 3-7% of sales). Excluding gross profit and royalties, we expect the plants to 

generate annual sales of roughly SEK 150m, with a gross profit of SEK 100m, and an EBITDA 

of roughly SEK 80m. The expected payback time is ~5 years.  
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Stock 

Enviro went public in 2014 and is listed on Nasdaq First North Stockholm and has a market 

cap of nearly SEK 1 300m 

 

Financials 

Since Enviro’s IPO in 2014, sales have been low, as the company is still to commercialise its 

technology. Therefore, the company has accumulated net losses of roughly SEK -250m. 

Enviro recognised 2020 sales of SEK 1.5m (SEK 1.1m in 2019) with an EBIT of SEK -44m 

(SEK -50m). 

 

 

 

 

 

 

  

SES - Stock Market History 2017-2021

Source: Nasdaq Stockholm, Redeye Research
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Jan'17-Apr'18
Enviro is the only finalist 
in a Chinese tender 
process, which causes 
the stock to surge. 
Further promising 
updates regarding 
negotiations with Vanlead 
are communicated.
Changes in local 
legislation delay the 
agreement with Vanlead. 

A couple of months later, 
Enviros chairman is under 
arrest, suspected of 
unauthorised disclosure 
of inside information -
allegations from which he 
is acquitted - but choose 
to resign with immediate 
effect as it was disclosed.

In the same period, new
local legislation prevents 
Enviro and Vanlead 
project. As a result, the 
stock plunges.

Mar'18-Mar'20
The stock is back on lower 
levels than prior to the Vanlead 
project announcement.

Enviro signs a lease agreement 
with Windspace in Denmark, 
which the stock market is 
initially optimistic about.

Enviro also receives some 
orders from customers for rCB.

The stock is flat for the period. 

Apr'20-Mar'21
In the midst of Covid-19, Michelin 
intends to sign a strategic partnership 
with Enviro and invests SEK 33m in 
the company - becoming the largest 
owner of the company. The strategic 
partnership is finalised in February '21, 
and Enviro and Michelin will build a 
plant in Chile, starting 2021.

The stock surges 1000%                     
during the period 

May'18-Feb'19
The stock is back on 
the same levels as 
prior to the Vanlead 
project 
announcement.

Enviro signs MOUs 
with Windspace in 
Denmark and signs 
an MOU with a tyre 
recycling company in 
the US. Progress in 
these fields is 
communicated. The 
stock market is 
initially optimistic, but 
the optimism is 
hampered, and the 

stock plunges.



dsfdsf  REDEYE Equity Research   Scandinavian Enviro Systems  23 March 2021 
 

6 

 

 

Table of contents 
The issue / background ........................................................................................ 7 

The solution ....................................................................................................... 9 

Enviro’s offering ................................................................................................ 10 

How it works .................................................................................................... 11 

Reasons for historical failures .............................................................................. 12 

Edge to other technologies .................................................................................. 13 

Michelin partnership ........................................................................................... 13 

Markets: TAM ................................................................................................... 16 

Carbon black market .......................................................................................... 17 

Tyre pyrolysis oil market..................................................................................... 23 

Tyre industry market ......................................................................................... 29 

Mechanical rubber goods .................................................................................... 33 

European tyre recycling ...................................................................................... 34 

Customer base.................................................................................................. 39 

Construction of a plant ....................................................................................... 40 

Competition...................................................................................................... 42 

Financials......................................................................................................... 43 

Valuation ......................................................................................................... 47 

Management, Board & Owners ............................................................................. 57 

Appendix ......................................................................................................... 60 

List of competitors ............................................................................................. 64 

 

  



dsfdsf  REDEYE Equity Research   Scandinavian Enviro Systems  23 March 2021 
 

7 

 

The issue / background  
Every year, roughly 1.7bn of tyres are produced globally  – representing more than 26m tons. 

A tyre is typically used for 4-6 years before reaching its end of life (ELT), depending on several 

factors such as tyre construction, driver habits, climate, road conditions, and tyre 

maintenance. The nature of ELT arisings reflects the development of the automotive market 

and the global economy. Therefore, annual ELT arisings largely correspond to the number of 

tyres produced – which has been, and is projected to be, very stable and growing 2-3% over 

time (according to Michelin). 

 

 

Once a tyre has reached its end of life, it is, depending on the region, either recovered or 

stockpiled. If the used tyres are recovered, they are either used for material recovery 

(granulation & cement incorporation) or energy recovery (fuel for cement kilns & urban 

heating). Historically, recovery rates have been very low but are increasing towards 100% in 

many regions. In Europe, the recovery rate was 50% in 1999 but 96% in 2013.  

 

 

 

  

ELT arisings Europe, kton. 2004-2018 CAGR: 1.7%

Source: European Tyre & Rubber Manufacturers' Association, Redeye Research
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Environmental focus and ESG initiatives giving birth to recycled material market  
With increasing focus on ESG factors and carbon emission footprint, both raw material 
sourcing and recycling will be key going forward for industries seeking to reduce the 
environmental impact while increasing profitability – as recycled materials often can provide 
a lower cost. Tyres fall under the Producer responsibility regulations within the EU and must 
be recycled, which means no new landfilling can take place. The European Chemical 
Authority ECHA recently drafted a suggestion to ban also granulation of ELTs in order to 
reduce the microplastics released from, for instance, football fields, which has still not 
passed but is realistically introduced in some form step by step in the coming years.  

Furthermore, Michelin is coordinating an EU project (BlackCycle), partnered by 7 industrial 
partners and 5 research organisations, to increase tyre recycling and recycled raw materials 
in their production. This is possibly an initiative to avoid future tough legislation since we 
expect Michelin to have a good insight into the regulatory developments at the macro level.  

Michelin also has very ambitious sustainability targets spanning from 2025 to 2040 and 2050  
– involving increased recycled raw materials in production, avoiding raw material waste, and 
reducing their carbon footprint in various areas of the value chain. This can be seen in 
Michelin’s annual- and sustainability reports, where their internal initiative is called 4R circular 
economy (Reducing CO2 emissions, reusing tyres by repairing and regrooving them, recycling 
and recovering used tyres, renewing by using renewable raw materials).  

In addition to the sustainability targets mentioned above, Michelin communicated on the 23rd 

of February (2021), Michelin tyres will be 100% sustainable in 2050. This could be interpreted 

as 100% of Michelin’s carbon black demand in 2050 will stem from rCB. Given Michelin’s vast 

research process of finding high-quality rCB, and their recent investment in Enviro, and 

planned construction of a 25-30 kton plant in Chile – one could assume Enviro should be in a 

clear pole position of snatching these volumes – even if it is 30 years away in time to fully 

materialise. 

 

Extensive attempts to recover ELT materials have been issued over the years but 
failed 
It is clear ELTs are a massive waste handling concern due to them not being biodegradable, 

and if not handled properly, they may cause serious pollution. Despite legislation forbidding 

landfills in Europe and North America, the precious material composition is primarily not 

recycled or reused but often incinerated (burned) as fuel to generate energy in various 

productions. This is in a way positive, but valuable materials and definite fossil fuels, once 

extracted from the planet, are going to waste instead of being reused by using these 

methods. – which is a result of the very complex tyre composition, as the materials are 

difficult to recover in any other way. However, given the valuable material composition, it 

would offer massive potential and a great opportunity for anyone who could extract materials 

and make it sellable – as the cost for used tyres is very low and the supply is massive. 

ELT material recovery has been, and is, a tough nut to bust. Many years and capital have 

been ploughed down in research and development in the industry, trying to extract fossil fuels 

and producing viable input materials for various products. Many have succeeded in 

producing oil from the ELTs but often of too poor quality or too great variation. Producing 

carbon black is even more complex than producing oil , as the quality varieties are even 

greater – making it largely unusable in any form of application. All in all, this results in 

recycled materials either being too costly to produce, resulting in potential customers cannot 

get an adequate volume for its production, or the price is too high to make it commercially  

viable. We believe Enviro holds a unique position in its competitive landscape, as it has 

received verification, signed a partnership, and is building a plant with Michelin.  
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The solution 
Enviro has for many years developed a pyrolysis-based process to heat tyre scraps from 

ELTs in a reactor, using its patented CFC technology fuelled with residual gas and oil from the 

previous heating cycle, producing high-quality carbon black and tyre pyrolysis oil (TPO) ready 

for sale and implementation in a wide range of applications. The Enviro application allows full 

recycling of ELTs, producing 50% oil, 30% carbon black and 15% steel, and 5% gas by volume. 

The value of the materials stems from rCB (58%) and TPO (36%), and steel (6%) (Redeye 

estimates). 

All recovered materials are of very high and consistent quality, which has historically been the 

issue of ELT recycling. This is a result of Enviro’s unique and patented pyrolysis technology, 

allowing Enviro to control the heat distribution in the reactor and making it less dependent of 

the ELT feedstock mix and quality , allowing Enviro to largely skip pre-processing as opposed 

to competitors. Enviro is also allowed to use a wider range of tyre mixes because of its even 

heat distribution 

Enviro’s business model is to provide industrialised processes able to handle 30k tons of ELT 

p.a. The ambition is to be able to own and operate the majority of future plants, but models 

involving joint ventures with strategic partners are expected. The plants require some SEK 

400m in terms of CAPEX, and we expect it to produce an EBITDA of roughly SEK 80m p.a.  - 

making the offering very attractive due to its low payback period of ~5 years. 

The tyre industry stands for 75% of global Carbon Black demand, making it the main target 

for Enviro – offering a potential market value of nearly USD 15bn. In addition, the tyre industry 

has for years examined the possibility of using recovered carbon black in their tyre material, 

possibly making the implementation and transition smoother. We have also seen proof of the 

tyre industry putting belief into the material , as rCB partnerships and investments have been 

made between tyre producers and rCB producers, providing technical verification to some 

extent even at this stage. One example of this is the partnership between Delta Energy and 

Bridgestone. 

There is also commercial proof of the produced Enviro materials, as Volvo cars use chassis 

plugs using 100% rCB from Enviro, which can be found in practically every Volvo car 

produced since 2016 until now. Trelleborg and Hexpol are other customers, using rCB to 

some extent in the production of solid tyres and some rubber applications. Stena Recycling is 

also a customer to Enviro, purchasing their TPO as of now, in addition to the scrap steel. 

 

Revenue (SEK 5131) per ton of pyrolised ELT v. cost of unprocessed ELT (SEK -233) per ton

Source: Redeye Research
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Michelin is not shy in communicating regarding its plans of implementing rCB in their tyre 

production or the partnership with Enviro. One can find several presentations, articles, and 

videos on the subject on Michelin’s website. We have also seen Michelin publishing articles 

regarding testing of rCB in its production of MotoE tyres (the electric version of MotoGP), set 

to be used during races, in a sport where the tyre is used under extreme conditions.  

Furthermore, Enviro has, over the past years, noticed an increase in interest in the TPO. This 

is a result of the high bio content caused by natural rubber, possibly making it more valuable 

than fossil-based oil, as users are reducing their negative exposure to legislation and taxes 

that traditional oil entails whilst increasing environmental benefits and the possibility of 

subsidies.  

Enviro, therefore, believes TPO could be close to becoming an equal contributor to value as 

rCB. Enviro has therefore adjusted their expected revenue from ELT materials from a 

previous split of 86% rCB, 12% TPO, and 2% steel worth a total of SEK 4200 per ton (Redeye 

estimate) to a split of 58% rCB, 36% TPO, and 6% steel worth a total of SEK 5131 per ton 

(Redeye estimate). We also see a bull case, where the oil is seeing a higher price level, for a 

split of 49% rCB, 47% TPO, and 4% steel worth a total of SEK 7712 per ton. 

 

Enviro’s offering  
Enviro provides industrialised processes, installed in modules of 6 kton, typically amounting 

to 30 kton (The following numbers are company estimates). A 30 kton plant installation is 

estimated to require a CAPEX investment of roughly SEK 400m – which is also the current 

pricing to customers + an undisclosed gross margin (Redeye estimates SEK 75m). We expect 

materials extracted from the tyre pyrolysis process (rCB, TPO, steel) to yield annual revenues 

of roughly SEK 150m. With extremely low raw material costs, as ELTs are practically free – 

we expect the gross profit margin to be roughly 65%. In addition, OPEX levels are relatively 

low, resulting in an EBITDA margin of nearly 55%. 

This solution offers an attractive EBITDA of roughly SEK 80m and a payback time of 5 years 

(Redeye estimate). The profitability is a result of the high supply and low-cost source of raw 

materials. This makes the offering extremely attractive for customers, both from a financial 

perspective but also an environmental perspective, as CO2 emissions are expected to be 79-

84% lower than the alternative of using virgin carbon black (vCB) – according to a study 

made by third party IVA, according to relevant ISO system and methods. On an annual basis, 

this results in a CO2 emission reduction of 14-20k tons, equivalent to 40 000 flights from 

Stockholm to New York.  

Furthermore, we believe implementation, and harsher levels, of CO2 taxes, could further 

increase the value proposition for Enviro’s customers. By comparison, in Sweden, the current 

CO2 tax is USD 119 per ton, and in Chile, it is USD 5 per ton. Given Enviro’s reduction of 

40 000 tons CO2 p.a., the potential value could be around USD 4.76m – 0.2m p.a., using the 

same figures. Furthermore, the IMF (International Monetary Fund) has found a global tax of 

USD 75 per ton by the year 2030 could limit the planet’s warming to 2 degrees Celsius. This 

would imply a potential value of USD 3.0m p.a. 

By choosing Enviro, sustainable raw material sourcing of recycled materials that rely on fossil 

fuels in their current traditional production is enabled. By lowering CO2 emissions and using 

recycled materials, the customers also benefit from a price that should be less volatile than 

vCB, as it is dependent on and fluctuates with global oil prices. All in all, customers can 

promote their products as more environmentally friendly in addition to lower raw material 

costs – increasing their profit margins while doing good to the planet. 
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As one can see in the table below, an Enviro 30 kton plant offers high operational leverage 

due to its small and fixed OPEX base and high gross margins on its products. The table 

illustrates Enviro’s communicated figures (Actual & Full potential) and our estimates.  

 

How it works – the Enviro process 
Enviro has since 2001 developed its pyrolysis-based technology that can decompose tyres 

and recover valuable carbon black, oil, and steel. Pyrolysis is a process where a material is 

heated to a high temperature (usually around 500-1000C) in an oxygen-free environment 

which causes the material to decompose without being burned.  

In general, pyrolysis of organic materials produces volatile products (i.e. gas) and leaves a 

solid residue enriched in carbon. The process has been used since the 18th century, i.e., 

heating wood to produce charcoal. Volatile constituents such as water are driven away and 

evaporate, and left after the process is charcoal. 

 

The Enviro production cycle starts with the plant sourcing shredded scrap tyres (ELTs) that 

are delivered to its production facility by the tyre waste handling company of the region. 

Detailed CAPEX and P&L plant assumptions, SEKm Detailed CAPEX assumptions, SEKm

Total plant capex 407 Projected CAPEX Actual

Land 0

Projected annual P&L Actual Full potential Redeye estimate Property 0

Turnover Carbon black 94 110 90 Local permissions 3

Turnover Oil 70 141 55 Local installation 39

Turnover Steel 8 8 9 Plant 363

Total turnover 172 259 154 Total plant CAPEX 407

Source: Enviro, Redeye Research

Variable costs

Direct material cost -6 -6

Direct salary expenses -8 -8

Other variable expenses -39 -39

Gross profit 119 206 101

Margin % 69% 80% 66%

Fixed costs

Indirect salary expenses -12 -12

Other fixed expenses -6 -6

EBITDA 101 188 83

Margin % 59% 73% 54%

Payback time, years 

(CAPEX/EBITDA)
4.0 2.2 4.9

Source: Enviro, Redeye Research

Plant design and production process

Source: Enviro, Redeye Research
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Approx. 85% of the tyres stems from automotive, and approx. 15% stems from trucks, 

depending on the requested tyre mix. Further, depending on the mix, different sorts of carbon 

black can be recovered; hence it is crucial to be aware of what sort of mix goes into the 

process to produce the desired material.  

The shredded tyres are put in a reactor where the pyrolysis process takes place. Heated gas 

(residual gas from the previous cycle) circulates in the reactor until the organic material has 

been heated evenly to a certain temperature (around 500-1000 degrees Celsius), where the 

tyres decompose.  

The remaining carbon material goes through a process where the steel is blown out of the 

reactor through a magnetic area – separating the steel from the carbon fraction. The steel 

fraction is then collected and goes through a metal baling machine where it is compacted –

ready to be sold as high-quality scrap metal. 

The carbon fraction goes into a mill, where it is granulated to a specific size. The batch is 

manually tested in a lab to ensure quality and specifications are met before it is poured and 

packed into plastic bags at about 1 ton each and ready to be sold.  

In the pyrolysis process, gas from the ELTs is released. The gas is very oil-rich and circulates 

through a condenser where the gas is largely transformed to oil and later sold as TPO. Some 

of the gas is not converted as it stays in the system together with the lightest oil fractions 

from the process as heat fuel for the next pyrolysis cycle – lowering the energy needed for 

the production process. 

The full process is steered and controlled by 4 operators, who effectively run the plant from 

the control room. All parameters are closely monitored, ensuring a stable and safe production 

with quality output. If the output materials do not meet the specifications, which it rarely 

does, the operators often locate wherein the process an error has occurred – due to their 

monitoring system. We understand less than 0.5% per 1 kton fails to meet specifications. If it 

does, the batch can be reprocessed in the next production cycle to minimise waste (or be 

repackaged as bricks) and avoid value being foregone.  

 

Reasons for historical failures in ELT material recovery and low usage 
As previously mentioned, many failed efforts have been made over the years in the field of 

recovering valuable resources of the tyres through various technologies. The primary reason 

for failure is the inability to control the heat distribution in the heating process. This causes 

an uneven heat flow, heating the material to different temperatures, as different materials 

respond differently to heat. This causes a great variety in the material – failing to meet tough 

requirements from carbon black customers. Therefore, other methods for recovering ELTs 

may not allow solving ELT problems in the same volumes of material as Enviro – which 

might be of even greater importance in the future. 

Another main reason for failure is the incapability of handling the great varieties in quality of 

the input materials (ELT) – which has resulted in end-materials of too poor and varying 

quality. With environmental and sustainability issues not being addressed historically, the tyre 

industry has dismissed these materials as they would have a too far negative impact on the 

tyre’s properties to function safely and properly – which is something that can never be 

compromised. This has resulted in the absence of recycled materials in tyre manufacturing, 

and instead, recycled materials have been used in applications where some varieties in 

quality can be allowed or where CB replacement can take place on a one-to-one basis - in 

some EPDM applications, for instance. 
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The ELTs have often endured tough conditions over their lifetime, both on the roads but also 

on the recovery site. In addition, every tire has slightly different recipes (material composition 

splits), making every other tyre different from the other. This is not ideal from a production 

point of view, as it complicates the handling process and affects the output. Many 

competitors try to separate and sort tyres in the pre-process, only using specific parts of the 

tyres (such as the side walls), therefore separating the textile from the rubber and metal, to 

create a more homogenous material for the pyrolysis process. However, this process can be 

very costly in terms of time and money. Enviro, on the other hand, does not have to face this 

problem due to their patented process. Enviro’s pre-handling process is more time-efficient, 

less costly, and allows Enviro to pick and choose from tyre feedstock far wider in terms of 

variety and volume relative to competitors. 

 

Edge to other technologies – what makes Enviro unique & superior to competitors 
All in all, Enviro holds an edge in being less sensitive to material sourcing, pre-process 

handling, and the heat distribution of the pyrolysis process – making them more cost-

efficient than competitors while being able to provide a broader range of carbon blacks. With 

every area being a difficult obstacle to tackle for competitors, we believe Enviro is protected 

by several barriers to entry. – This complexity is likely to be one of the reasons why close to 

nobody has managed to extract the precious materials from ELTs that can be obtained for 

free. 

We believe Enviro’s handling system process and the high and even quality of produced 

materials will be the key going forward when attracting customers, as this enables them to 

provide high quality in great volumes in a time-efficient manner. We believe this will be key 

when attracting new customers, as they typically demand high and even quality raw materials 

and take for granted it should be delivered in bulk volumes according to schedule. We believe 

competitors could fail in this area if they have too complex pre-handling and production 

processes, where they will not be able to ramp up their production once demand and volume 

increase. In the future, we do not believe it will be sustainably accepted to not fully recycling 

100% of the tyres, as several processes are having a difficult time producing high-quality 

output if it does. This could be translated into slaughtering a cow and only recover the fillet 

(<2% of the weight) and discarding the rest of the details. Furthermore, having Michelin as a 

strategic partner should provide benefits hard to copy. 

 

Enviro’s partnership agreement with Michelin  
In April 2020, Enviro announced a directed share issue of SEK 32.5m (116.2m shares), and a 

strategic partnership with Michelin would take place. After the transaction (April ‘20), Michelin 

holds a 20% equity stake in Enviro. The finalisation of the definite strategic partnership 

agreement with Michelin underwent from April ’20 to February ’21, delayed due to covid-19 

and the evolving process of the strategy. (we do not consider this “delay” to be negative, as 

we find the outcome of the final partnership positive and assuring) 

The partnership, as finalised and communicated on 8th February ’21, includes the 

establishment of a jointly owned recycling plant for ELT in Chile and joint development work 

to expand the possibilities for the materials that are recycled using Enviro’s technology. 

The main content of the partnership between Michelin and Enviro are as follows:  

• A joint Supply Agreement between Michelin and Enviro 
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• A shareholder agreement concerning a joint venture, the purpose of which is to 

establish a jointly owned recycling plant in Chile based on Enviro’s patented 

technology. The plant will be able to recycle 30k tons of construction equipment 

tyres a year. 

 

• The agreement entails that Enviro will own a 10% stake in the joint venture while 

Michelin will own the remaining 90%. Under the agreement, Enviro will also make a 

capital contribution of approximately SEK 20m to the joint venture and will receive 

royalty payments in accordance with the license agreement described below. 

 

• A license agreement that extends through 2035 and entitles Michelin to establish its 

own recycling plants based on Enviro’s technology. When establishing such plants, 

Michelin will pay Enviro a fixed amount per plant and pay royalties to Enviro based 

on a percentage of the plants’ sales. 

 

• An agreement that regulates the conditions and the payment to Enviro for design, as 

well as engineering and project services in connection with the establishment of the 

plant in Chile. In total, Enviro will receive payment for this of approximately SEK 

15m. The SEK 4m order communicated in January is part of that total amount. 

 

Plant information  

In terms of revenues, Enviro is to recognise a fixed fee (undisclosed) for the plant , in addition 

to future royalties (undisclosed) of the plant’s net sales. While the numbers are undisclosed, 

we believe the fixed fee should be relatively small (Redeye est. SEK 10-20m) relative to our 

future estimates, which also goes for our expected royalty of around 2-3%. This is the first 

plant Enviro will deploy on a large scale, in a region far from where its organisation is based. 

We believe the Enviro equity stake and compensation is not fully representative for our future 

estimates, as we believe this is an opportunity for Enviro to deploy the technology and gain 

know-how of how to construct a full-scale plant. Furthermore, Enviro retains the right to 

establish recycling plants in cooperation with other parties, but Michelin has a time-limited 

exclusivity to Enviro’s pyrolysis technology in Chile and in respect of mining tyres globally (We 

understand the global market of mining tyres is far less than 1% of the global total tyre 

market) 

We find the final partnership to be very positive for Enviro. Both from a technological, 

commercial and financial point of view – especially when adjusted for risks. We believe 

Enviro could have opted for and gained a larger equity stake if it wanted; however, while 

increasing potential profits, the risks (construction & financial) and guarantee commitments 

also increase. We find this risk/reward at this stage more attractive – while Enviro gains 10% 

of the financials, it gains 100% of the know-how – which should be far more valuable in the 

future. 

The plant will be built and located in Chile, where the plant will be able to recycle 25-30k tons 

of earthmover tyres a year, or nearly 60% of such tyres scrapped p.a. in Chile. Construction 

will begin in 2021, and production is scheduled to get underway in 2023. More than USD 30m 

will be invested in building the plant, and we understand Michelin will secure the debt in the 

JV, which requires no form of financial guarantee from Enviro – something we are very 

positive about. 

We believe the geographic location of Chile makes sense in several ways. The country has 

recently implemented an EPR (End producer responsibility) where tyre producers must 

recover end-of-life tyres and ensure the tyres are reused, recycled, or disposed of in some 

other environmentally acceptable manner. Currently, all ELT goes to landfills – which is a 

form of pollution and dangerous in several ways or are stored in the await of ways of 
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recycling them. We understand there is a large backlog of earthmover ELT, ready to be 

recycled in addition to the current volume of 70k tons. Furthermore, we understand ELTs 

from non-earthmover vehicles are equivalent to 180k tons – which would imply 6 Enviro 

plants. If producers do not behave according to the law, written warnings and fines exceeding 

USD 7-8m can be excelled. 

In Jan 2021, the bill considers the collection of 50% of the ELT in Chile. By 2024, the national 

collection goal is set to 80%, and by 2028 will increase to 90%. Our research shows that some 

5m vehicles are registered in Chile, and in 2020, vehicle registration was 260 000. The 

industry has grown at a 5% CAGR since 2005, and we believe the tyre industry should show 

the same growth rate. All in all, Chile should be an attractive market, given that Chile is the 

world’s largest producer of lithium, and demand is expected to continue for many years. 

Therefore, significant mining-related CAPEX should take place. Furthermore, we wish to 

highlight that Michelin has stated, “they are currently in talks with several Chilean mining 

companies to sign long-term contracts.”. 

Furthermore, the Chilean mining industry is one of the pillars of the Chilean economy, where 

copper and lithium represent over 50% of the country’s total exports. This makes Chile a 

leading producer of both Copper and Lithium, with a market share of 28% and 23%, 

respectively. However, the industry is a very big emitter of CO2, often using fossil fuels in 

mining vehicles or other power generation. We could see the industry becoming interested in 

the TPO derived from Enviro, which further could spur the demand for the oil. Chile currently 

has a relatively low CO2 tax (around 5 dollars per ton of CO2). Despite Michelin having the 

exclusivity for Chile, we deem the market entrance very positive, as if it benefits Michelin – it 

benefits Enviro. 

Overall take on Enviro’s partnership with Michelin 
This agreement is certainly very positive in our view. It verifies Enviro’s technology, and it 

implies Michelin believes the technology and Enviro are superior to competing technologies 

and companies. It enables Enviro to benefit from Michelin's extensive knowledge in terms of 

materials, chemicals, and tyre manufacturing. They also have extensive experience in setting 

up manufacturing facilities and handling material flows. 

We also believe Michelin would be a perfect fit in terms of a purchaser of the materials 

recovered in the Enviro process, which in the future could ensure stable volumes for Enviro. It 

could also lower the barrier for other companies interested in purchasing and co-owning a 

plant with Enviro, as Michelin has verified it. Customers are likely to trust a proven technology 

that has seen commercial success, and as it requires some CAPEX of SEK 400m, these 

factors should prove valuable. We believe Enviro could greatly benefit from their relationship 

with Michelin, both in financial terms and product development. 

We understand the agreement allows Enviro to act independently from Michelin – selling 

materials and plants to whoever Enviro may want to – apart from the details mentioned in 

the agreement. The agreement would thus not limit Enviro in a situation where another tyre 

producer than Michelin wants to purchase rCB and TPO, or invest in a plant.  

Furthermore, in 2017, Michelin acquired Lehigh technologies which is a producer of 

micronised rubber powders (MRP) using ELT tyres. In 2014, the company announced that 

more than 250 million tyres produced had incorporated MRP. The acquisition is a part of 

Michelin’s 4R circular economy strategy. (reduce, reuse, recycle, renew). This puts belief in 

Michelin’s incorporation of Enviro in their own production. 

We believe if a scenario takes place in the distant future where tyre feedstock suddenly 

become expensive, Michelin should be able to claim their own used tyres on the market, 

reinstating the attractive price of the feedstock -which Michelin could then divide the tyres 

amongst the production using Lehigh’s and Enviro’s technologies. We also understand 
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Michelin is set to implement RFID tags in their tyres, so once a tyre has reached its end of life, 

the RFID tag can be scanned, and the operator can directly see what materials have been 

incorporated in the production process of the tyre. This enables far greater material control, 

which is a solution to a problem that has caused great headaches historically. This should all 

things equal allow produced materials to achieve even higher quality.  

 

 

Total addressable market  

The key to revealing the full market potential  
With recovered carbon black (rCB) being a relatively new material, in an industry that is 

relatively conservative in terms of implementing new and unproven materials in its 

production - assessing the full potential of markets is difficult , as it is currently close to no 

production or implementation of rCB as of now.  

The key to determine the market potential will be rCB quality, cost picture, and the potential 

market’s willingness to implement the material. In the short term, we believe vCB to rCB 

replacement will take place on a one-on-one basis in specific areas where possible of a tyre – 

however, as time proceeds and rCB knowledge increase, we believe other usages of the 

material could be found – further spurring the implementation of rCB 

We understand a wide range of material-testing has taken place for many years, both 

internally (Enviro) and externally (tyre producers). As a result, tyre manufacturers are now 

investing and collaborating with rCB producers – indicating they believe the material will 

succeed in tyre manufacturing, creating profits and contributing to a sustainable future – as 

they are paving the way and allowing once produced ELTs to be recovered. 

Notch Consulting, a carbon black industry expert, estimates the global market potential for 

recovered carbon black will be 3.8 kton in 2025, of which 3.5 kton comes from rubber 

markets, and 0.3 kton comes from speciality markets. This implies a carbon black market 

penetration of 15%. Given today’s price level, it would imply a market value of USD 4.2bn, 

requiring 420 Enviro 30 kton plants to meet demand.  

 

Market potential driven by two strong forces 
The market potential for Enviro and rCB is massive and is driven by two strong forces – 1) 

dealing with the ELT issue, which is very financially costly logistically and poses a threat to 

the environment being a waste issue, and 2) supplying the industries with a recycled and 

sustainable material at a lower cost than existing alternatives. We believe the market 

potential will not materialise and be fulfilled overnight – but the direction where the market is 

heading is very clear - especially as the key players on the end markets are taking initiatives 

already. 
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If all European ELT arisings went to tyre pyrolysis, 119 plants would be needed, or SEK 48bn 

in CAPEX. Assuming a turnover per ton of USD 400-750 per ton of ELT, the total sellable 

amount would be USD 1.4bn – 2.7bn p.a. 

If we assume, energy recovery (which we believe to be the lowest hanging fruit as all material 

goes to waste after it has been burned, accounting for 25% of all ELT volume) would be 

replaced by Enviro plants, 42 plants would be required, or SEK 17bn in CAPEX. Assuming a 

turnover per ton of USD 400-750 per ton of ELT, the total sellable amount would be USD 

0.5bn – 0.9bn p.a. 

 

We have tried to assess the total market potential for Enviro using both a supply-driven 

scenario (ELT arisings) and a demand-driven scenario – as we believe both sides demand the 

technology, solution, and product that Enviro is offering.  

 

Carbon black industry-based market potential (demand-based potential) 
According to Smithers Rapra, the global Carbon Black market was worth USD 20bn in 2018 

and produced volumes of 14.5m tons. The virgin carbon black market is largely consolidated, 

with the top 2 producers accounting for 25% of the global market supply and the top 5 

producers account for 45% of the global market. 

The global production capacity is largely located in the Asia Pacific region, accounting for 

60% of global production. In second place comes north America with 20% of production 

capacity, followed by Europe at 20%. In total, the global market has a capacity of 17 294k 

tons as of 2018, which is expected to increase to 17 859k tons by 2023.  

The demand is lower than theoretical capacity, as of 2018, when global demand was 14 552k 

tons or 81% of total global capacity. The global demand is largely similar to the capacity split, 

with Asia accounting for roughly 60%, followed by North America (15%) and Europe (15%). 

The industries demanding carbon black are primarily the tire industry, accounting for 75% of 

global demand – and MRG, accounting for 20% of global demand. In terms of value, the split 

is slightly tilted towards MRG; however, as speciality carbon blacks are primarily used in the 

industry, relative to the tyre industry, where more standardised and bulk volumes of CB are 

used. This is having an effect on the producer's margins as well.  

Market potential given European ELT arisings and type of recovery, kton

Energy

Civil engineering, public 

works and backfilling B

Recycling 

C

Total material 

recovery 

D=B+C

Energy 

recovery 

E

3574 96 1920 2016 1249 319 3265 91%

ELT 

Arisings 

kton

Potential 

Enviro 

30 kton 

plants

3574 119 1.4 2.7

ELT 

Energy 

recovery 

kton

Potential 

Enviro 

30 kton 

plants

1249 42 0.5 0.9

Source: ETRMA 2015 ELT report, Redeye Research
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Looking at the world’s third-largest producer Orion, who is publicly traded, we can see the 

output split in terms of volume is clearly tilted towards the tyre industry (771 kton vs 250 

kton). However, in terms of gross profit split, the tyre industry only accounts for 56% of the 

gross profit, while MRG accounts for 44%. This implies tire industry CBs are yielding a gross 

profit margin of 22% while MRG is yielding 34% - a clear margin difference. We believe this is 

very positive, as Enviro is targeting the tire industry and can offer roughly 65% gross margins 

on its rCB (Redeye estimate), while their competitors in the vCB industry only can offer 22%. 

This will allow Enviro to be able to offer CB at a significant discount to vCB, which they simply 

should not be able to compete with in the long run. However, we argue that rCB should trade 

at a price premium given it is recycled 

 

As one can see in the chart below, total global demand increased from 12m tons in 2013 to 

14.5m tons in 2018 – implying a volume CAGR of 3,9%. In addition to this, average CB prices 

per ton have increased from USD 1120 in 2013 to USD 1200 in 2018 – implying a CAGR of 

1.5%. All in all, this has taken the total market value of USD 18.1bn in 2013 to USD 19.9bn in 

2018 – a solid CAGR of 2.0% 

 

The industry sees its volume growth primarily stemming from the tyre industry that is 

producing more and more tyres every year, driven by increasing population and an increasing 

middle class. In addition, people are willing to pay more per tyre, as they are an essential part 

of a car’s safety. This allows the tyre manufacturers to increase their margins, which also 

benefits the CB producers. The tyre industry has been growing stably over time and is 

expected to continue doing so. 

Orion (The world’s third largest CB producer) volume split vs gross profit split

Source: Orion, Redeye Research

Orion Rubber carbon black division Orion speciality carbon black division

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

Gross profit, USD m 184 178 188 231 219 Gross profit, USD m 171 197 189 199 170

Gross profit per ton, USD 224 201 228 280 284 Gross profit per ton, USD 795 813 725 760 679

Sales, USD m 974 Sales, USD m 502

Implicit volume, kton 771 Implicit volume, kton 250

Implicit price per ton, USD 1263 Implicit price per ton, USD 2004

Gross margin, % 22% Gross margin, % 34%

Implicit COGS, USD 979 Implicit COGS, USD 1325

80% Raw material costs 783 80% Raw material costs 1060

Source: Orion, Redeye Research Source: Orion, Redeye Research

Rubber carbon black Specialty carbon black

Rubber carbon 
black
75%

Speciality 
carbon black

25%

Rubber carbon 
black
56%

Speciality 
carbon black

44%

Global Carbon Black Demand by Application, 2013-2023e, kton

Application 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Market 

share

2013-18, 

CAGR

2018-23, 

CAGR

Potential 

Enviro 

30 kton 

plants, 

2018

Potential 

Enviro 

30 kton 

plants, 

2023

Tires 8,810 9,140 9,704 10,162 10,422 10,703 11,210 11,728 12,284 12,774 13,287 74.1% 4.0% 4.4% 1189 1476

MRG 2,411 2,543 2,644 2,732 2,831 2,905 3,013 3,127 3,246 3,371 3,499 19.5% 3.8% 3.8% 323 389

Polymer 542 558 576 600 625 651 676 705 735 765 796 4.4% 3.7% 4.1% 72 88

Inks and Toners 114 117 120 124 128 131 135 138 142 146 150 0.8% 2.9% 2.7% 15 17

Coatings and Paints 27 28 28 30 31 32 33 35 36 38 39 0.2% 3.1% 4.5% 4 4

Others 121 121 128 127 128 130 134 136 137 143 148 0.8% 1.5% 2.6% 14 16

Total 12,026 12,507 13,202 13,774 14,165 14,552 15,202 15,869 16,580 17,237 17,919 100.0% 3.9% 4.3% 1617 1991

Potential Enviro 30 kton plants 1,336 1,390 1,467 1,530 1,574 1,617 1,689 1,763 1,842 1,915 1,991

Source: Smithers Rapra, Redeye Research
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The industry is relatively sensitive to Crude oil prices, as this is the raw material used for the 

production of vCB. However, the price volatility can, in most cases, be transferred onto the 

customers. This makes the industry itself less sensitive to oil price fluctuations relative to 

other industries using the same input material. 

Going forward, the ‘18-‘23e global volume demand for CB is expected to grow at a 4.3% 

CAGR, while the prices are expected to grow at a 3.7% CAGR – all in all, the total market value 

is expected to grow at a CAGR of 8.8%. The tire industry is expected to grow at a 4.4% volume 

CAGR, and the MRG is expected to grow at a 3.8% volume CAGR. 

As one can see in the chart below, global carbon black capacity is based primarily in Asia, 

where the demand is also greatest. North America comes in second together with Europe. 

Primary demand stems from the tire industry. 

 

 

 

 

Carbon Black demand from tyre industry by region, kton 

Region 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Market 

share

CAGR 

(%), 

2018-23

CAGR 

(%), 

2013-18

Potential 

Enviro 

30 kton 

plants, 

2018

Potential 

Enviro 

30 kton 

plants, 

2023

Africa 129 132 136 141 146 151 156 160 165 170 175 1.3% 3.0% 3.2% 17 19

Middle East 131 136 139 143 148 152 157 162 168 173 179 1.3% 3.3% 3.0% 17 20

Asia-Pacific 5,276 5,379 5,869 6,206 6,343 6,539 6,908 7,281 7,687 8,034 8,396 63.2% 5.1% 4.4% 727 933

Central & Eastern Europe 651 661 657 665 678 689 707 726 745 762 780 5.9% 2.5% 1.1% 77 87

North America 1,106 1,295 1,347 1,428 1,508 1,550 1,630 1,713 1,801 1,887 1,978 14.9% 5.0% 7.0% 172 220

South & Central America 477 482 483 491 503 510 524 538 553 567 581 4.4% 2.6% 1.3% 57 65

Western Europe 1,039 1,056 1,073 1,088 1,096 1,111 1,129 1,147 1,165 1,181 1,198 9.0% 1.5% 1.3% 123 133

Total 8,810 9,140 9,704 10,162 10,422 10,703 11,210 11,728 12,284 12,774 13,287 100.0% 4.4% 4.0% 1,189 1,476

Potential Enviro 30 kton plants 979 1016 1078 1129 1158 1189 1246 1303 1365 1419 1476

Source: Smithers Rapra, Redeye Research

Carbon black capacity (kton) by top regions 2018 Carbon black demand (kton) by top regions 2019    

Source: Smithers Rapra, Redeye Research Source: Smithers Rapra, Redeye Research
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Top Ten Carbon Black Producers, 2013- 2023 planned/announced, kton

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Cabot 2224 2244 2244 2174 2174 2244 2244 2244 2244 2244 2244

Birla 2137 2137 2137 2087 2087 2137 2237 2237 2237 2237 2237

Orion 1237 1253 1253 1200 1285 1206 1285 1285 1285 1285 1285

Black Cat 870 920 920 920 1145 1145 1145 1145 1145 1145 1145

CSRC 835 865 895 895 895 895 895 895 895 895 895

PCBL 472 472 562 612 612 612 612 702 722 722 722

Sid Rich 430 430 430 430 445 630 630 630 630 630 630

Omsk 415 415 435 535 575 605 605 605 605 605 605

Tokai 511 541 541 471 471 471 551 551 551 551 551

JSC 361 361 361 361 361 361 361 361 361 361 361

Asahi 292 292 292 292 292 292 292 292 292 292 292

Total 9784 9930 10070 9977 10342 10598 10857 10947 10967 10967 10967

Source: Smithers Rapra, Redeye Research
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The carbon black market is slightly less consolidated than the tyre industry. However, the top 

10 producers still account for 60% of the market , the top 5 producers accounting for 45% of 

the market – and the top 2, American Cabot and Indian Birla accounting for 25% of the 

market. These companies report gross margins of around 20-25%, EBIT margins of around 

10%, and EBITDA margins of around 17% - and have seen solid single-digit growth for many 

years.  

 

  

We see a tyre industry that is demanding increasing volumes of carbon black and a carbon 

black industry that is increasing its selling price because of CB demand exceeding supply. 

This is a development that is not working in favour of the tyre manufacturers, as CB accounts 

for around 20-25% of a tyre’s total raw material cost.  

 

 

Production (kton) top ten CB producers 2019

Source: Smithers Rapra, Redeye Research
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Top Region 2013 2017 2018 2023
CAGR 

2013-18

CAGR 

2018-23

Asia Pacific 9.7 9.8 11.2 17.2 2.9% 9.0%

North America 2.8 3.5 3.5 6.2 4.5% 12.4%

Africa 0.3 0.3 0.4 0.6 8.1% 6.8%

Middle East 0.3 0.2 0.3 0.4 2.5% 7.2%

South America 1.0 0.9 1.0 1.4 -0.1% 6.4%

Central & E. Europe 1.1 1.1 0.8 1.1 -6.0% 6.3%

West Europe 2.9 2.2 2.7 3.5 -1.5% 5.3%

Total 18.1 18.2 19.9 30.4 2.0% 8.8%

Source: Smithers Rapra, Redeye Research

Weighted Average Price of Carbon black for World and Selected Regions, USD/ton

2013 2014 2015 2016 2017 2018 2023E
CAGR 

2018-23

Global 1,476 1,424 1,209 1,197 1,313 1,457 1,748 3.7%

N. America 1,767 1,723 1,416 1,402 1,538 1,807 2,168 3.7%

S. America 1,603 1,612 1,237 1,225 1,344 1,492 1,790 3.7%

W Europe 1,894 1,831 1,276 1,263 1,386 1,639 1,967 3.7%

C Europe 1,371 1,334 864 855 938 1,041 1,249 3.7%

E Europe 1,276 1,153 659 652 715 794 953 3.7%

Africa 1,592 1,393 1,580 1,564 1,716 2,005 2,406 3.7%

M. East 1,535 1,464 1,161 1,149 1,261 1,500 1,800 3.7%

C Asia 870 1,053 835 827 907 1,007 1,208 3.7%

S Asia 1,319 1,242 985 975 1,070 1,188 1,426 3.7%

E Asia 1,705 1,578 1,432 1,418 1,556 1,727 2,072 3.7%

Rest APAC 1,401 1,362 1,080 1,069 1,173 1,302 1,562 3.7%

SE Asia 1,381 1,338 1,209 1,197 1,313 1,457 1,748 3.7%

China/Taiwan 1,235 1,206 956 946 1,038 1,152 1,382 3.7%

Source: Smithers Rapra, Redeye Research
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As can be seen in the chart below, the price of CB and brent oil correlate on a large basis.  CB 

has, however, seen its price increase more than oil since 2007 and has also been impacted 

less in downturns. The price also seems to be slightly less cyclical. The reasons for this are 

largely due to carbon black being cheaper to produce when oil prices are low and customers 

are still eager to purchase CB. 

 

Meanwhile, tyre manufacturers can largely transfer this increased material cost to their 

customers, and it would of course, be better to lower the costs and increase margins. In 

addition to this, the main players of the tyre industry have made it very clear they are all 

striving to reduce CO2 emissions and their footprint and are aiming at improving the rate of 

recycled materials in their products.  

We believe the total addressable market for rCB is dependent on the degree of 

substitution/replacement of vCB in the tyre manufacturing process. Critical areas such as 

tyre surface will not be easy to replace immediately. 

 

Price trend of different Carbon black grades in Europe, EUR/ton 2007-2020 CAGR: 5.4%

Source: Smithers Rapra, Redeye Research
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Currently, the market share/penetration for rCB in the global market is very small, <0,1%. This 

is largely due to few application areas being unveiled so far, and in the case of rCB being 

implemented, it is often in applications of small volumes and in niche products – such as 

chassis plugs, etc. 

The vCB producers have not adopted any rCB production , and we understand they do not 

consider rCB produced by ELTs to be a traditional CB – which we understand is correct. It 

does, however, provide the same specifications and meet the requirements of current CB 

sorts that the industry is using and demanding. The fact that the major tire producers are 

investing in the technology and market speaks volumes of where the trend is heading, 

however. We do believe the vCB players should have a very good distribution network of 

customers they could sell rCB to; however, the production of rCB using ELTs is very different 

from the production of vCB; hence their technological know-how is limited as of now. We do, 

therefore, not see the entry of vCB in the field of rCB as a threat, rather a potential opportunity 

as they could start cooperating with the leading rCB producers and distribute rCB to their 

customers through their networks while benefiting financially through a JV ownership with 

Enviro for instance. This should prove beneficial for all parties, as Enviro could provide the 

product know-how and vCB the distribution. If, however, the demand for rCB was currently 

massive and customers were urged and able to replace vCB straight off with rCB, we believe 

things could be different. 

All in all, we believe the carbon black market is expected to grow at a solid volume CAGR for a 

long time going forward, in addition to price increases, further spurring the market value. We 

understand industry experts believe rCB could achieve a 20% penetration within the coming 

10 years, which possibly could range to 30% in 2040. We are a bit cautious in our estimates, 

however, and do not believe the rCB needs to reach 30% in 2040 for Enviro to be successful 

in their field – as 30% would require some 700 plants to be deployed globally . 

 

With underlying volume growth of the CB demand and expected price increases, we believe 

the industry could potentially produce 20 000k tons in 2030 for a market value of USD 40bn. 

This would translate into 2200 Enviro 30 kton plants, as 3 tons ELT is used in the production 

of 1 ton rCB. If the rCB is then sold at a 15% discount to vCB, the potential total market value 

for rCB would be USD 34bn. The total CAPEX for 2200 Enviro 30 kton plants would be SEK 

880bn, using a CAPEX of SEK 400m. We believe the market for rCB production (by 

technology) using ELTs could be largely consolidated, as the tyre industry and carbon black 

industry. This is due to economies of scale and quality is of the essence, and having a 

strategic partnership with any of the major tyre manufacturers should prove to be key – 

especially since they should source all of their rCB from their strategic partner, not a 

competitor. We, therefore, view it likely Enviro could reach a market share of 15-20% of the 

Possible substitiution rate for rCB

World - market potential 2020 2025

3350 3800

3100 3500

250 300

Total vCB market, kton 15,869

Implied penetration 21%

Enviro 30 kton plants potential 1117 1267

Source: Notch Consulting, Redeye Research Source: Notch Consulting, Redeye Research
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total recovered carbon black market - in line with Michelin + some additional percentages for 

serving other markets and smaller tyre producers – in addition to the TPO  

 

Tyre pyrolysis oil market 
 

We believe the market for Enviro tyre pyrolysis oil (TPO) could become a large driver of 

earnings going forward. With several industries increasing focus on sustainability and 

reducing the environmental footprint, and lowering CO2 emissions, industries using fossil 

fuels seek to either reduce the usage or replace it with environmentally friendlier alternatives. 

This is a development we see several blue-chip companies adopting as of today. 

Furthermore, as fossil-based fuels could be a target for future tariffs and legislation, it makes 

financial sense to use TPO. We also see the possibility of future subsidies being used to 

increase the usage of bio-oil and reduce the use of fossil fuel, whilst legislation and tariffs 

could affect fossil-based fuels. 

We believe the potential for Enviro’s tyre pyrolysis oil (TPO) is massive.  This is a result of 

several factors, including its wide range of application areas and its high bio content – while 

offering a recycled alternative to fossil oil used in the current traditional production 

processes. We have focused on what we believe will be the two main areas holding the 

greatest potential for TPO as of today and in the future – the fuel oil industry and the 

petrochemical industry. 

Massive oil market 

The global crude oil consumption was 3 900 000k tons in 2018 and has grown at a volume 

CAGR of 1.5% since 1990. In 2018, the global crude oil market was worth nearly USD 1 400bn, 

give an oil price of USD 50 per barrel (7.35 barrels per ton). The end consumption by product 

area is primarily accounted for by gas/diesel and motor gasoline, totalling 55-60% of total 

consumption. Naptha, which is derived from crude oil during the refinery process, is used in 

the production of plastics and accounts for around 250 000k tons p.a. or 6% of total oil 

consumption and has grown at a volume CAGR of 3%. 

Just as a comparison, it would require all of 16 800 Enviro plants to meet this demand 

previously described. We believe this is an area that could see increasing use of pyrolysis oil, 

as it offers very similar or identical properties while being recycled (and, in Enviro’s case, 

offers 40% bio content). As of 2018, fuel oil accounted for around 7% of global oil demand, 

given its volume of 270 000k tons. The total market for Enviro to stimulate fuel oil demand 

would require around 18 000 Enviro 30 kton plants, given one plant produces 15k tons of oil 

per year. This is an outrageously large potential market for Enviro to approach, and it would 

not require a great rate of substitution for Enviro to become successful in these areas. 



dsfdsf  REDEYE Equity Research   Scandinavian Enviro Systems  23 March 2021 
 

24 

 

 

 

 

 

As Enviro’s TPO is based on used tyres, no additional CO2 emissions are released during its 

production process. Furthermore, as tyres largely consist of natural rubber, the TPO has a bio 

content of 40% - which makes it a better alternative in terms of environmental impact 

Furthermore, the EU has released a dedicated target for increasing the use of biofuels within 

the transport sector, which is one of the main sectors using fossil fuels, where they seek to 

improve the share of final consumption of biofuels in the transport sector to be at least 0.2% 

in 2022, at least 1% in 2025, and at least 3.5% in 2030. In 2018, the European transport 

consumption of oil amounted to 362 604k tons. At the same time, the industry used 34 770k 

tons. From a global perspective, transport consumed 2 650 434k tons. Industrial 

consumption was 290 436k tons. 

 

 

Global crude oil consumption by end product, kton. 1990-2018 CAGR: 1.6%

Source: IEA, Redeye Research
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Petrochemical industry 
In the last couple of years, the interest in chemical recycling in the petrochemical industry 

has increased rapidly. Chemical recycling is typically referred to as the processing and 

conversion of waste plastic into pyrolysis oil. The pyrolysis oil offers very similar or identical 

properties to crude oil and can be further refined and used as a raw material in the 

petrochemical industry to produce a wide range of products for applications in the 

petrochemical industry. This chemical recycling process can complement mechanical 

recycling, which is already in place, as it can utilise waste streams that currently have no 

value in recycling.  

Plastics have proven benefits during their use phase, for example, preservation of food, 

lightweight construction of vehicles, and building insulation. Plastic waste, however, has 

become a massive global environmental challenge. The development of chemical recycling 

will be crucial to meet the circular economy targets in Europe – aiming at a 50% recycling 

rate of all plastic packaging by 2025 and 55% by 2030. In 2018, the figure for post-consumer 

plastic waste directed to recycling was 32%, or 9 400k tons of 29 000k tons – of which some 

3 000 -4 000k tons was de facto recycled. The rest, over 40%, went to energy recovery, and 

25% landfill. Globally, around 360 000k tons of plastics are produced every year, and OECD 

estimates the global recycling rate of plastic post-consumer waste was 18% in 2018. 

 

We find it interesting that both waste plastics and end-of-life tyres (ELT) can offer pyrolysis 

oil. However, the ELTs could do so while offering a higher bio content . Tyres consist of 

natural rubber and, therefore, can produce up to 40% bio content. Plastics, on the other hand, 

are based on fossil oil – which holds zero bio content. Even if plastic recycling is very 

important going forward, due to plastic waste causing serious pollution of the planet 

(360 000k tons of plastics is produced per year globally vs tyres of 26 000k tons per year 

globally), the TPO should offer more attractive properties for its users which should argue for 

a price premium. Furthermore, if fossil-based (but recycled) materials are to become a target 

for legislation and taxation, the interest of TPO could increase further. All in all, the potential 

market for plastic pyrolysis oil could be 10-15 times greater than the one of TPO based on the 

current production volumes; however, the price level of TPO could be higher given the 

arguments we listed. 

The market-leading petrochemistry company BASF has initiated a project called 

ChemCycling, where they are working with partners to develop the pyrolysis technology to 

turn plastic waste into secondary raw material (pyrolysis oil) that will be used on an industrial 

scale. The oil is fed into production at the beginning of the value chain and therefore saving 

fossil resources. 

Collected plastic post-consumer waste in Europe 2018 (29 100 kton)

Source: PlasticsEurope, Redeye Research
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This is a development we see both Neste (The world’s largest producer of renewable diesel 

and jet fuels from waste, but primarily operate conventional oil refineries. Total 2019 sales of 

EUR 16bn) and BASF (World’s largest petrochemical company by sales in 2019. EUR 60bn) 

already implementing, amongst others (such as SABIC), and we have seen BASF latter 

signing partnership agreements with both producers of plastic pyrolysis oil (Quantafuel), and 

end-of-life tyre pyrolysis oil (Pyrum, New Energy). Furthermore, BASF is already incorporating 

the pyrolysis oil from plastics into several products (i.e., food packaging). We believe, as the 

knowledge and understanding of pyrolysis oil increase, the range of applications will increase, 

and fossil-based crude oil could be replaced by this recycled material. 

BASF aims to increasingly use recycled and renewable feedstocks. The company aims to 

double its sales generated with solutions for the circular economy to EUR 17bn. As of 2025, 

BASF aims to process 250k tons of recycled and waste-based raw materials annually, 

replacing fossil raw materials. 

 

We believe these developments are very encouraging for Enviro. The petrochemical 

companies seek to increase their environmental responsibility, and step-by-step, reduce and 

replace their fossil-based oil consumption in plastic- and/or chemical production while 

increasing product circularity. Furthermore, the companies communicate that the product 

quality is as high as crude-based products and can therefore be used without any limitations 

– even in sensitive and demanding applications. Even if chemical recycling today primarily 

focuses on plastic recycling, we believe the following effects should increase the interest for 

TPO. 

Furthermore, Neste is already producing over 3 000k tons of renewable products from 

various bio-based materials annually  and aims towards replacing crude oil use with over 

2 000k tons of alternative renewable and recycled materials by 2030 –  of which 1 000k tons 

is related to plastic pyrolysis oil. It is also interesting to notice that Neste has stated pyrolysis 

oil is to be used in fossil oil refineries to “upgrade it into high-quality drop-in feedstock for the 

production of new plastics” – not downgrading it. This further increases our belief in TPO 

usage in the industry. 

We understand the petrochemical companies have and are seeking to establish partnerships 

and further collaboration with forerunners in the space of waste recycling technologies . We, 

therefore, find it likely that Enviro could partner with a petrochemical company , in a similar 

manner to Michelin, to benefit from their expertise.  

All in all, we conclude the future demand for pyrolysis oil has very good odds of being 

massive, and there should not be an issue in offsetting the TPO volumes produced – as the 

ELT supply is significantly lower than the potential market demand. This supply and demand 

gap should, all else being equal, be positive, as it could result in a higher selling price.  

 

We also find it very encouraging that BASF has stated, “BASF will use the pyrolysis oil from 

end-of-life tyres as an additional raw material source next to oil from mixed plastic waste, the 

use of which is the long-term focus of the ChemCycling project.” This statement aligns with 

the ratio of global plastic production (360 000 kton) relative to global tyre production (26 000 

kton). 
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We understand that around 6% of total global crude oil demand stems from the plastic 

industry. This implies a demand of 250 000k tons p.a. Global plastic production is 360 000k 

tons p.a. while tire production is 26 000k tons p.a. If pyrolysis oil were to fully replace crude 

oil in plastic production, we find it likely that TPO could gain a 5-10% market share of the total 

16 800 Enviro 30 kton plants, which would require 840-1 680 Enviro 30 kton plants 

 

Fuel oil 
In 2017, oil represented 93% of final energy consumption in EU transport while low-emission 

and renewable solutions accounted for only 5%. The highest contribution to renewable 

energy in transportation is covered by sustainable biofuels and biomethane. IEA has pointed 

out that the EU will have to greatly increase its usage of bioenergy to have any real success at 

decarbonising the European economy. Furthermore, it is important to notice that biofuels 

help to contribute to the system without any systemic or fleet change is required. Therefore, 

we believe Enviro’s TPO could lower the barriers of different companies to become more 

environmentally friendly without having too large CAPEX investments. 

We understand Enviro currently sells their TPO for industrial combustion (fuel oil or bunker 

oil); however, it is possible to increase the total value of the product through additional post-

processing of the oil residues. This makes both several industries in addition to refineries 

possible customers.  

The primary applications of fuel oil are power generation and use as bunker fuel on ships. 

However, Enviro oil is also suitable for use in industrial combustion processes – which has 

already been verified by Wärtsilä. We believe additional areas of usage could be found for 

Enviro going forward, even if the current usage offers a massive market.  

As there currently is no market for TPO, as it is relatively new, defining a value is not 

straightforward. We do believe, however, that the TPO offers far more attractive 

characteristics, both in terms of financial and environmental measures, that should prove far 

more attractive to end-users than traditional crude oil or petrol-derived fuels. We, therefore, 

believe the oil could be priced with a premium relative to crude oil . We can also conclude that 

the potential market could be massive for the TPO, and that certain regions could have bigger 

Oil consumption, kton vs Enviro's theoretical plants potential by comparison

Source: IEA, Redeye Research
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demand than others – possibly dependant on how developed the country is in terms of 

electricity generation, etc. 

We also understand around 8m barrels or 1 000k tons of fuel oil is produced every day 

globally in refineries, and Enviro TPO should be able to fully replace fuel oil in its applications. 

 

According to IEA, global fuel oil demand was 270 000k tons in 2018, whilst the production 

was 430 215k tons. Fuel oil is made in the same way as gasoline or diesel, which is in the 

distillation process of crude oil. Fuel oil is, however, refined at a much higher temperature 

(260 degrees Celsius) as opposed to gasoline (110 degrees Celsius) and diesel (200 degrees 

Celsius). Therefore, fuel oil can be made from the same batch of crude oil without directly 

interfering with gasoline production.  

The pricing of fuel oil, or bunker oil, is set on the commodity markets. Historically, pricing has 

taken place at around a 10% discount to crude oil whilst offering the same price movement 

pattern as crude. We, therefore, believe Enviro could offer the same pricing as bunker oil 

initially and likely increase it as demand increases due to its high bio content  

 

As of 2018, fuel oil accounted for around 7% of global oil demand, given its volume of 

270 000k tons. The total market for Enviro to stimulate fuel oil demand would require around 

Crude oil consumption by end product, kton &  %

Source: IEA, Redeye Research
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18 000 Enviro 30 kton plants, given one plant produces 15k tons of TPO per year. This is an 

outrageously large potential market for Enviro to approach, and it would not require a great 

rate of substitution for Enviro to become successful in this area. 

We, therefore, believe Enviro's theoretical market potential for TPO will amount to what is 

possible to exploit from ELTs. Therefore, given the global ELT supply of 26 000k tons of tyres 

p.a, around 13 000k tons of TPO could be produced p.a., and we believe there should be 

sufficient demand on the other side willing to purchase it – given its benefits. The total 

market value for 13 000k tons of TPO would amount to USD 5.7bn (given USD 60 per barrel) 

or 870 Enviro 30 kton plants. Furthermore, this figure aligns with the previously mentioned 5% 

penetration within the petrochemical industry.  

 

Tyre industry-based market potential (demand-based potential) 

Consolidated tyre industry driving environmental change  
The tyre market is largely consolidated, with the top 4 tyre manufacturers (Michelin, 

Bridgestone, Goodyear & Continental) accounting for roughly 40% of the global production, 

while the top 10 accounts for roughly 60%. The market was worth some USD 170bn in 2018 

and is expected to show solid growth for many years to come in terms of volume and value. 

This development is driven by structural growth in the world’s population, increased trade 

flows, and the ongoing out-migration from rural to urban areas. Michelin expects global long-

term tyre demand is likely to expand by 1-2% p.a. in mature markets and by 5-10% p.a. in new 

markets – totalling a long-term CAGR of 3%.  

 

The primary materials used when producing a tyre are Rubber (50%), Carbon Black (20-25%), 

metal (15%), and textile (5%). Carbon black is used to give the tyre the right properties and is 

essential for the durability, quality, and safety of the tyre. 

Market value and tyre volumes per segment

Source: Michelin, Redeye Research
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The global tyre market is producing 26m ton of tyre every year and consumes around 5-6m 

ton carbon black in the production of these. Out of 5-6m ton, we believe rCB can replace up to 

30% of the vCB used as of today (as we understand, this volume could be relatively “easy” to 

replace, as opposed to other areas of the tyre), which would address the applicable market as 

2m ton of recovered carbon black would be the addressable market demand. Using the same 

selling price of virgin carbon black, EUR 1000 per ton, a potential market value would be 

worth EUR 2bn. 

The global tyre market has grown at a volume CAGR of 1.8% and a market value CAGR of 

3.3% over the last 10 years and is expected to grow at a 2-3% long-term volume CAGR. This 

will further increase the demand for Rubber, Carbon Black, metal, and textiles. We believe 

metal and textiles will not be a sourcing issue for tyre producers as the supply is high  

 

 

 

  

Michelin 2019 raw material split. EUR 5.1bn Global tyre market by manufacturer 2018

Source: Michelin, Redeye Research Source: Michelin, Redeye Research
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In the chart below, we have listed the top 30 companies of the global tyre industry in terms of 

sales. It is clear to see that the market is largely consolidated, with the top 4 companies 

accounting for 43% of the total volume – and the top 10 accounting for 61%.  

 

In the table below, we have listed the Carbon black volume demand (kton) from the tyre 

industry of 2013-2023e, split into different regions. Asia is clearly the largest tyre market, 

accounting for roughly 60% of the global market. Europe is second with around 20% market 

share. North America is third with around 15% market share.  

 

 

It is clear to see that the CB volumes for tyres have grown steadily since 2013 all over the 

board, posting solid CAGRs ranging from 1% to 7%, depending on the market. This demand 

growth is expected to continue going forward, resulting in increasing volumes of ELTs in 

addition to increased tyre industry demand of carbon black – a picture that clearly should 

benefit Enviro. 

Global tyre industry

Rank Company Headquarters
Tyre sales, USD 

m

% of total corp. 

Sales

1 Bridgestone Tokyo, Japan 24350 75%

2 Michelin Clermont-Ferrand, France 23560 95%

3 Goodyear Akron, Ohio 14300 93%

4 Continental Hanover, Germany 11325 29%

5 Sumitomo Kobe, Japan 6755 86%

6 Pirelli Milan, Italy 6034 100%

7 Hankook Seoul, South Korea 5535 92%

8 Yokohama Tokyo, Japan 4862 82%

9 Maxxis Yuanlin, Taiwan 3956 100%

10 Zhongce Hangzhou, China 3622 96%

11 Giti Singapore 3403 100%

12 Toyo Hyogo, Japan 2920 81%

13 Cooper Findlay, Ohio 2855 100%

14 Kumho Seoul, South Korea 2524 99%

15 MRF Chennai, India 2406 99%

16 Apollo Kerala, India 2183 100%

17 Shandong Linglong Shandong, China 2175 100%

18 Shandong Hengfeng Guangrao, China 1997 100%

19 Sailun Dongying, China 1977 100%

20 Nexen Seoul, South Korea 1654 95%

21 Nokian Nokia, Finland 1645 93%

22 Triangle Shandong, China 1509 98%

23 Xingyuan Dongying, China 1294 100%

24 JK Tyre New Delhi, India 1292 100%

25 Titan Quincy, Illinois 1175 80%

26 Kenda Rubber Yuanlin, Taiwan 1072 100%

27 Double Coin Shanghai, China 1046 100%

28 Qingdao Doublestar Qingdao, China 1037 100%

29 Aeolus Jiaozuo, China 986 100%

30 Trelleborg Tivoli, Italy 985 27%

Total 140434 83%

Total market 170000 100%

Source: Tire Business, Redeye Research

Carbon Black demand from tyre industry by region, kton 

Region 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Market 

share

CAGR 

(%), 

2018-23

CAGR 

(%), 

2013-18

Potential 

Enviro 

30 kton 

plants, 

2018

Potential 

Enviro 

30 kton 

plants, 

2023

Africa 129 132 136 141 146 151 156 160 165 170 175 1.3% 3.0% 3.2% 17 19

Middle East 131 136 139 143 148 152 157 162 168 173 179 1.3% 3.3% 3.0% 17 20

Asia-Pacific 5,276 5,379 5,869 6,206 6,343 6,539 6,908 7,281 7,687 8,034 8,396 63.2% 5.1% 4.4% 727 933

Central & Eastern Europe 651 661 657 665 678 689 707 726 745 762 780 5.9% 2.5% 1.1% 77 87

North America 1,106 1,295 1,347 1,428 1,508 1,550 1,630 1,713 1,801 1,887 1,978 14.9% 5.0% 7.0% 172 220

South & Central America 477 482 483 491 503 510 524 538 553 567 581 4.4% 2.6% 1.3% 57 65

Western Europe 1,039 1,056 1,073 1,088 1,096 1,111 1,129 1,147 1,165 1,181 1,198 9.0% 1.5% 1.3% 123 133

Total 8,810 9,140 9,704 10,162 10,422 10,703 11,210 11,728 12,284 12,774 13,287 100.0% 4.4% 4.0% 1,189 1,476

Potential Enviro 30 kton plants 979 1016 1078 1129 1158 1189 1246 1303 1365 1419 1476

Source: Smithers Rapra, Redeye Research
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We have previously highlighted that Europe could be a prioritised market for Enviro for many 

years going forward, as demand is simply very high here. Converting the CB tire volume 

demand of 2m tons, it would translate to a conversion of 6m ton ELT. This would further 

translate into a potential of 200 Enviro 30 kton plant or SEK 80bn in CAPEX. 

 

As previously mentioned, the global tyre industry is dominated by “the big four”, Bridgestone, 

Michelin, Continental, and Good year. These companies hold a total of 60% of the global 

market. They are all heavy consumers of raw materials such as natural rubber, synthetic 

rubber, fillers, and chemicals. Michelin, who holds a 15% market share in global tyre 

production, made raw material purchases of EUR 5.1bn in 2019 – of which fillers (primarily 

carbon black) accounted for 20% - implying EUR 1bn. Based on tyre material composition 

being similar across the market, we use this rate for the rest of the tyre manufacturers; we 

estimate the total market spent around EURO 7bn on carbon black 

 

 

Carbon black prices have increased by 80% during the last 2 years, making material sourcing 

significantly higher despite tyre companies using price hedges. Recovered carbon black is not 

dependant on material input prices and has far better margins as a cushion relative to virgin 

carbon black. Therefore, rCB would offer far better protection for price increases in the 

underlying raw material. 

 

The raw materials used in tyre production are largely dependent on fossil fuels, such as oil. 

For instance, to produce 1 ton of carbon black, 1.5-2 tons of oil is needed – making the 

product not very environmentally friendly and dependent on oil prices. We understand tyre 

manufacturers have seen increased costs per ton of carbon black. Which Michelin also 

highlight in its annual reports. The use of vCB is affecting their profitability, but also 

environmental impact.  

The major tyre manufacturers have all announced ambitious sustainability targets in terms of 

reducing the environmental footprint, primarily by the share of recycled raw materials in tyre 

production. Michelin has a 4R project, in addition to BlackCycle, where they address its 

ambition to increase bio-based and clean materials in their production -and in 2050, the 

ambition is to have 100% recycled materials in its tire production. 

 

Crude oil prices vs Carbon black N550

Source: FRED, Smithers Rapra, Michelin, Redeye Research
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MRG (mechanical rubber goods) market 
Around 20% of total global CB demand stems from the Mechanical rubber goods industry 

(MRG), making it the largest sector of non-tire applications. The carbon black is, just like tyre 

production, mixed with the rubber as a reinforcing filler. We understand the main uses are 

amongst both the automotive industry, where rubber and rubber-to-metal components for 

chassis and engines are demanded - but also non-automotive, where belts, hoses, and 

gaskets are typically made 

The global MRG market demand for CB is around 3m tons of carbon black, which would 

imply a total value of EUR 3bn if using a price tag of EUR 1000 per ton CB. This would require 

9m tons of ELTs in order to meet the demand of 3m tons p.a. – or total potential of 300 

Enviro 30 kton plants. The market has seen solid volume demand in the last 5 years and is 

expected to grow at a volume CAGR of 4% globally in the coming years. 

We believe the MRG market could be easier to replace vCB with rCB, due to MRG applications 

typically being made of carbon black sorts in the range of N3XX-N7XX – Carbon black sorts 

that can be replaced to a greater extent than series below the N3XX-series. However, we 

believe the volumes are much lower per application in the MRG market. On the other hand, 

the applications the CB are used for are often exposed to milder circumstances than CB used 

in tyre production – as tyres meet far higher requirements relative to static rubber application 

or even belts. This could imply there are lower hanging fruits in the MRG market relative to 

the tyre industry, and we have also seen vCB producer Orion posting higher margins on their 

CB delivered for the MRG market relative to tyre industry, meaning this could be an 

interesting market for Enviro, as it could be considered lower hanging fruit. 

Another positive with addressing this market is Michelin has previously acquired Fenner, a 

global producer of MRG. We believe Fenner, therefore, could be a customer to Enviro 

Systems in terms of rCB. We also believe it is likely Fenner could provide feedback and 

improve the product development for MRG-rCB. 

 

  

Tyre making CB grades M2/g vs structure OAN

Source: G3C Technologies, Redeye Research
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Carbon Black demand fom MRG industry, kton

Region 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Market 

share

CAGR 

(%), 

2018-23

CAGR 

(%), 

2013-18

Potential 

Enviro 

30 kton 

plants, 

2018

Potential 

Enviro 

30 kton 

plants, 

2023

Africa 31 32 33 34 35 37 38 39 40 42 43 1.2% 3.1% 3.6% 4 5

Middle East 31 32 33 34 35 36 38 39 40 41 42 1.2% 2.9% 3.0% 4 5

Asia-Pacific 1,347 1,408 1,489 1,553 1,628 1,684 1,766 1,852 1,943 2,041 2,144 61.3% 4.9% 4.6% 187 238

Central & Eastern Europe 139 141 140 142 145 147 151 155 159 163 166 4.7% 2.5% 1.2% 16 18

North America 397 458 472 486 496 502 513 524 535 545 555 15.9% 2.0% 4.8% 56 62

South & Central America 135 137 137 139 141 145 148 152 157 161 165 4.7% 2.7% 1.3% 16 18

Western Europe 330 335 340 344 350 354 360 366 372 378 384 11.0% 1.6% 1.4% 39 43

Total 2,411 2,543 2,644 2,732 2,831 2,905 3,013 3,127 3,246 3,371 3,499 100.0% 3.8% 3.8% 323 389

Potential Enviro 30 kton plants 268 283 294 304 315 323 335 347 361 375 389

Source: Smithers Rapra, Redeye Research
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European tyre recycling (supply-based market potential)  
ELT (end of life tyres) recovery rates have increased from 50% to 96% between 1999 and 

2013. All in all, this is increasing the supply of recovered ELTs; meanwhile, there is a growing 

concern about how to recycle them. First, there were concerns about ELT not being collected 

properly, which was the reason for the increasing recovery rates. Then, increasing concerns 

about how to fully maximise the value of the tyres occurred. We believe other markets should 

follow the EU in terms of tyre recycling and recovery rates. 

Tyre producers and the waste industry are climbing up the waste ladder, and other markets 

should eventually follow over time. It is clear to see that focus started with landfill, to be 

followed by energy recovery, and is now shifting towards material recovery. We also see 

environmental, economic, and health issues arising to existing solutions for handling the 

ELTs, such as dumping, incineration, and granulation 

 

 

 

Enviro is positioned at the top of the ladder (A), as it reduces waste and usage of fossil-based 

materials; meanwhile, the tyre- and waste industry, on average, is located in Recycling, 

Energy, and incineration (C/D/E). Therefore, most of the competition for ELTs is positioned in 

C/D/E, and it should therefore be more attractive to direct ELTs to Enviro rather than C/D/E. 

We believe Enviro could eventually gain the first-mover advantage in Europe given its 

relatively long history in the industry and its partnership with Michelin.  

The table shows European ELT arisings (ton) in 2018, recovery rates, and type of recovery. 

94% of all ELT are recovered in some way, showing Europe offers great potential for ELT 

feedstock. ELT volumes are very high and offer significant potential for Enviro, as the 3.6m 

tons generated would imply a potential of 119 Enviro 30 kton plants in Europe if all tyres were 

to be recycled. Going forward, we expect the ELT arisings should increase in line with the 

European tyre production 

The waste hierarchy ladder

Source: Recycling.com, Redeye Research
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We also wish to highlight that Enviro’s long-term partner in the UK, 2GBioPower, have 

received UK state funding for a feasibility study that will investigate the possibilities for the 

large-scale introduction of Enviros’ technology for ELT recovery. The objective includes 

investigating the possibilities for recovering TPO and rCB from domestic ELT. We understand 

the UK generates approx. 450k tons ELT per year, of which 400k tons is either used for 

granulation or exported to countries such as India, where they continue to be used in traffic or 

transformed into low-value oil products with negative environmental impact. India is now 

seeking to prevent becoming a dumping ground for ELTs and is to prevent ELT import – 

which has been seen for waste plastics, as India banned the import of waste plastics in 2019.  

 

The feasibility study is primarily interested in the possibilities of recovering and refining the 

natural rubber-based oil from the tyres, which can be used to replace fossil fuel-based oil in 

several different contexts. Furthermore, an international company in the oil sector will also be 

involved in the study. All in all, we believe this interest from markets such as the UK confirms 

the potential of TPO. 

  

End of life tyres management - Europe 2018

Energy

Civil engineering, 

public works and 

backfilling B

Recyc

ling C

Total material 

recovery D=B+C
Energy recovery E

Austria 74000 0 46000 46000 28000 0 74000 100%

Belgium 80100 20 73300 73320 1780 5000 75100 94%

Bulgaria 40800 0 26000 26000 1500 13300 27500 67%

Croatia 22500 0 18500 18500 1800 2200 20300 90%

Cyprus 6900 0 2500 2500 7500 0 10000 145%

Czech Rep. 75800 0 32500 32500 15000 28300 47500 63%

Denmark 49000 0 49000 49000 0 0 49000 100%

Estonia 3300 0 3000 3000 300 0 3300 100%

Finland 58700 57500 3500 61000 4500 0 65500 112%

France 449500 23000 2E+05 211000 234000 4500 445000 99%

Germany 439000 0 3E+05 286000 153000 0 439000 100%

Greece 45000 0 27000 27000 14500 3500 41500 92%

Hungary (est.) 44000 0 30000 30000 9500 4500 39500 90%

Ireland 37500 0 30500 30500 0 7000 30500 81%

Italy 372500 0 2E+05 240000 112000 20500 352000 94%

Latvia 12500 0 8000 8000 3500 1000 11500 92%

Lithuania 12500 0 7500 7500 3000 2000 10500 84%

Luxembourg - - - - - 0 0 -

Malta 2300 0 2300 2300 0 0 2300 100%

Netherlands 91000 0 76000 76000 1000 14000 77000 85%

Poland (est.) 268500 0 1E+05 127000 84000 57500 211000 79%

Portugal 84000 0 55000 55000 18000 11000 73000 87%

Romania 50500 0 12000 12000 36500 2000 48500 96%

Slovak Rep. 29000 0 20000 20000 1000 8000 21000 72%

Slovenia 20000 0 13000 13000 7000 0 20000 100%

Spain 243500 100 2E+05 158100 85500 0 243600 100%

Sweden 92000 3500 36000 39500 50000 2500 89500 97%

UK (est. By UTWG) 444500 11500 1E+05 160500 278000 6000 438500 99%

EU28 3148900 95620 2E+06 1815220 1150880 192800 2966100 94%

Norway 58000 500 14500 15000 5000 38000 20000 34%

Serbia (est.) 50000 0 39000 39000 11000 0 50000 100%

Switzerland 60000 0 13000 13000 35000 12000 48000 80%

Turkey 257000 0 1E+05 134000 47000 76000 181000 70%

EU28+NO+SRB+CH+TR 3573900 96120 2E+06 2016220 1248880 318800 3265100 91%

2017 3424500 105500 2E+06 1961000 1181513 283500 3142513 92%

2018 vs 2017 4% -9% 3% 3% 6% 12% 4% 0%

0%

EU28 Enviro 30 kton plant potential 105 3 57 61 38 6 99

EU28+4 Enviro 30 kton plant potential 119 3 64 67 42 11 109

Source: ETRMA, Redeye Research

ELT treated 

H=G/A
National figures (tons)

ELT 

Arisings 

(A)

Material

ELT recovery

Unknows / 

Stocks  F

Total ELT 

treatment 

G=D+E
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Tyre feedstock, end-of-life tyre recovery  
We consider the tyre feedstock as a potential gold mine for Enviro. In Europe, 96% of tyres 

that reach the market are collected at their end of life. With EU legislation that forbids 

landfilling, recyclers are moving up the ladder and often recycle the tyres through cement 

production. This allows energy to be recovered, but the win is however small compared to if 

enviro systems recycle them. - as the true value is in the carbon black and not the energy 

content. 

With an increasing pool of ELT and limited attractive options for recycling, we find it 

encouraging that Enviro offers a solution to recycle and reuse ‘the collected tyres. With 

increasing legislation over the globe and increasing tire volumes, the trend is set to continue. 

 

 

 

With the main competitor for handling used tyres being the cement industry, which benefit 

slightly from using them itself but do so to recover energy from the tyres, we believe Enviro 

have more incentives to pay a higher price than cement – even though it should not reach 

that point as the supply is so high. We rather find it more likely that Enviro is getting paid for 

recovering the tyres as they are considered a problem and not a valuable resource as of now. 

And even if it comes to that point, it is important to remember those producers are 

responsible for the recovery, and therefore, a big player like Michelin could reclaim all their 

own tyres – guaranteeing supply for Enviro. 

ELT recovery rates in Europe, 1999 vs 2013

Source: ETRMA,  Redeye Research
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In the table above, one can see the ELT management scheme in Europe and the main 

responsible waste material handling company per region. In the table below, we have listed 

ELT arisings on several markets worldwide and their respective volumes. It is clear to see 

that the supply on an annual basis is enormous. Putting this in relation to one Enviro 30 kton 

plant, the total market could be more than 1000 Enviro 30 kton plants globally . However, we 

believe the most important market will be Europe for many years to come, in addition to 

North America – offering a total potential of nearly 250 Enviro 30 kton plants. Given an 

annual increase of ELTs of 2%, it would require roughly 20 new plants every year in order to 

handle the new volumes that have occurred during the year. 

 

 

  

ELT management schemes in Europe

Source: ETRMA, Redeye Research

ELT Arisings and recovery for regions holding the highest potential for Enviro

Region

ELT 

generate

d

Total 

recovered 

excl. civ eng. 

and backfill

(Material 

recovery)

(Energy 

recovery)

civil eng and 

backfill

Other (not 

recovered - 

landfilled, 

stockpiled or 

unknown)

ELT collected 

with 

undetermined 

end use (China)

Enviro potential 

30 kton plants

Europe (EU 28+4) 3426 3036 1856 1180 106 284 114

United states 3700 2668 1227 1442 326 706 123

China 14545 5650 5650 0 0 8895 485

India 2750 2695 2095 600 0 55 92

Russia 800 160 154 6 0 640 27

Canada 400 360 40 13

Brazil 588 585 379 206 0 2.7 20

Japan 849 780 161 620 1 68 28

Australia 400 60 60 120 160 13

Nigeria 113 6 3 3 0 107 4

Saudi Arabia 300 30 270 10

Ukraine 200 10 10 180 7

Mexico 468 95 28 67 0 373 16

South Africa 204 51 42 9 0 153 7

Indonesia 685 513 376 137 0 171 23

South Korea 319 281 121 160 0 39 11

Thailand 515 278 202 75 0 237 17

Total 30262 16798 12724 4645 553 3446 8895 1009

Source: ETRMA, Redeye Research
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Enviro’s opportunity in the universe of Michelin  
Michelin has production facilities spread across the globe. In the chart below, one can see the 

split and potential in each region. In total, Michelin holds a global theoretical capacity of 1,5bn 

tons per year. We understand around 20-25% of a tyre’s total volume steams from carbon 

black. How much of vCB substitution with rCB, that can take place is what will ultimately 

determine the true potential, and the answer to this question is yet to be answered .  

We understand, however, that several sorts of CB should be able to be substituted close to 

100%, while others are more critical, and perhaps only up to 30% can be replaced. What is 

clear, however, is that even if only 10% of the CB in a tyre should be replaced, Michelin would 

still offer an Enviro 30 kton plant potential of 13. We believe up to 30% could be replaced 

initially, however, bringing the potential up to 39 plants. - 39 plants that no-one but Enviro 

should be able to benefit from due to their partnership, which allows Enviro a fixed fee + 

royalty from every plant established by Michelin. 

We conclude 20-40% of 3.9k tons could initially be addressable for Enviro in terms of Michelin 

– resulting in a volume of 780-1550 kton p.a. or 16-52 facilities of 30 kton each. This would 

require a total CAPEX of SEK 6.4bn-20.8bn. Furthermore, we believe 1 plant could yield 

roughly SEK 80m in EBITDA p.a, which would imply a total EBITDA p.a. of SEK 1.3-4.2 bn  

In the table below, we have listed all of Michelins production facilities, their capacity kton, and 

the potential for Enviro given full penetration. 

 

   

Michelin factories

Region
Volume, 

kton
Countries Factories

Number of 

employees

Potential 

Enviro 30 kton 

plants

Europe 1848 10 32 19162 62

North America 1300 3 17 9664 43

South America 210 1 2 2447 7

Asia (excl. India) 494 2 5 6593 16

Africa India and Middle East 35 1 1 872 1

Total 3886 17 57 38738 130

Source: Michelin, Redeye Research
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Production/test facility in Åsensbruk 
Enviro has its own production plant in Åsensbruk, Dalsland in Sweden, which also functions 

as a demonstration and test plant. The plant was taken into operation in 2012 and has 

delivered rCB commercially to the market since 2016. The facility currently employs 14 FTE. 

The Åsensbruk plant is operated with the following main purposes: 1) produce and sell 

recovered material from the plant 2) to be able to show that the company’s technology works 

3) to conduct tests of TPO, and with the pyrolysis of different types of tyres, other rubber 

materials and occasionally other material such as carbon fibre. 

The plant has delivered rCB for over 80m rubber components for Volvo cars for the last 4 

years and supplies rCB for tyre manufacturing to Trelleborg and Hexpol – significantly 

reducing the CO2 emission for selected components with an immediate impact.  

The plant has a theoretical capacity of 6k tons of ELT tyres per year and proves that rCB’s 

quality is high and consistent on a commercial level. Part of the plant’s capacity is used for 

tests of new material types and the development of the range of carbon blacks’ offerings.  

 

 

Customer base 
Enviro has had a customer base since the early days of operation, developing from R&D 

collaborations into commercial relationships side by side. Amongst their customers, we find 

AnVa Polytech (Volvo) and business areas within Trelleborg and Hexpol. Enviro is supplying 

rCB material replacing 100% vCB in rubber components delivered by AnVa Polytech to and 

assembled in Volvo cars. While we believe the annual volume to be relatively low relative to a 

30k ton plant, it demonstrates the quality and verifies the product and business idea by a 

global and selective customer as Volvo. 

We have divided Enviro customer base by plant and materials. Michelin would, for example, 

act as a customer in both two segments; meanwhile, Volvo, for instance, would be a mere 

purchaser of components. A recycling firm could, for instance, be a likely customer for a 

plant, as they handle big volumes of tyres and have a monopoly in specific regions. With 

waste material handling companies often receiving a fee by municipalities for taking care of 

tyres, that have an intrinsic value, it would be ideal for them to recycle and refine the used 

tyres and sell the recycled materials – achieving very attractive returns. 

Furthermore, we expect to see different kinds of investors in facilities. For instance, a project 
in Denmark has recently been invested in by financial investors from the renewable energy 
industry – seeking high returns on their capital through environmentally friendly ways. Also, 
the chemical and refining industry are identified as potential downstream stakeholders that 
might find investment interesting.  

Your royal highness of Sweden visiting the facility in Åsensbruk

Source: Enviro, Redeye Research
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Announced customer relations regarding the construction of a plant 
Apart from Michelin, Enviro has had several inquiries regarding plants during the years. In 

2018, there were talks with a Chinese tyre manufacturer, which broke down due to new local 

guidelines, not allowing the plant to handle petrochemical substances with a flame point 

below 60 degrees Celsius in the specific area where the plant was meant to be built.  

 

Another project was meant to be built in Denmark, but we understand Enviro withdrew from 

the ongoing talks due to concentrating focus on the ongoing Michelin talks – to ensure 

everything went according to plan. We find this strategy sound, as Enviro is a relatively small 

organisation, and Michelin should offer far more potential than a single isolated project ever 

could. 

 

 

In the table above, one can see the announced current ongoing customer talks regarding 

production facilities. We believe this confirms the increasing demand for ELT recovery 

facilities, in addition to high-quality production of rCB and TPO. 

The project with TreadCraft has been ongoing for a while, and we understand it has been 

deprioritised due to the ongoing talks with Michelin.  

 

We also understand talks of an Enviro 90 kton plant has been initiated in the UK, as previously 

mentioned in this report. Enviros partner in the UK, 2G Biopower, has received UK state 

funding of SEK 2.5m in order to investigate the possibilities of a large-scale plant for handling 

ELTs while investigating the possibilities of using TPO in the region. 

The construction a plant  
Typically, a plant built by Enviro will allow a capacity of 30k tons per year and will require 

about 4000 m^2 with a ceiling height of approximately 15m. In order to efficiently 

industrialise a scale with multiple projects, the Siemens COMOS system is used as an 

engineering and database platform. The design of the core equipment, as well as the supply 

chain, is module based to ensure efficient and standardised processes. The construction of a 

plant is expected to take around 18 to 24 months. 

An Enviro plant is considered a co-incineration plant by EU definition standards, which allow a 

plant to seek relevant permits under this category. We do, therefore, not see any risk in not 

getting relevant permits for Enviro, as the type of plant is very common in the EU. The existing 

plant in Åsensbruk is a showcase for the type of plant and relevant emission control systems 

required. 

What differs an Enviro plant relative to a vCB plant, apart from the material handling of tyres, 

is relatively small. Once the pyrolysis process is over, the remaining carbon fraction has been 

separated, and it faces the same process of being milled and granulated and packaged. This 

allows Enviro to partly use the same type of equipment as the vCB industry. The more 

specific components that Enviro use, such as the reactor, heater and condenser, are not 

standard but is produced using contractors with great success. We do, therefore, not see any 

Announced customer relations regarding construction of a plant

Customer
Capacity (kton 

ELT/p.a.)
Status Type Country

Michelin 30 Negotiations Tyre Manufacturer Not decided

TreadCraft 30 Signed Term Sheet Recycling USA

Not official 90 Feasability study Investor/Industrial UK

Not official 30 Quotation Investor/Industrial Abu Dhabi

Not official 30 Quotation Investor/Industrial Czech Republic

Not official 30 Quotation Recycling Saudi

Source: Enviro, Redeye Research
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risk in Enviro not receiving the correct components for their plants or overpaying for these - 

which Åsensbruk demonstrates. 

 

Financing of a plant 
As mentioned earlier, we understand a plant with a capacity of 30k tons of tyre per year 

would require a CAPEX investment of roughly SEK 400m spread over the course of 18-24 

months. We estimate around 60% of the CAPEX is due in the first year, and the remaining 

40% is due in the second year, 

As Enviro have highlighted before, they will seek to co-own the plants together with strategic 

partners initially. We believe a 15-20% share will be likely for the first plants that Enviro will 

finalise. Beyond this period, we find it likely they will seek to increase their equity stake by up 

to 50%. This allows Enviro to take a larger share of the profits while not being the controlling 

party of the plant. We believe this makes sense, as permits and contacts with local 

authorities in foreign markets could be demanding processes for foreign companies. Instead, 

if partnered up with a local customer/co-investor, these processes could both run smoother 

while reducing Enviro’s operational activity in them. 

To conclude, we believe Enviro is likely to start Joint Ventures (JV) for their co-owned plants, 

investing accordingly to their share of the SPV. For a plant requiring SEK 400m in CAPEX, 

Enviro would have to invest 60-80m according to their 15-20% equity stake. These 60-80m do 

not have to be 100% equity, however. We believe a debt-to-equity ratio of around 0.5-1.5 could 

be appropriate for the SPV and increase from the lower end as plants are deployed. This 

would then require an equity investment of 24-53m for Enviro. This can be put in relation to 

the expected annual royalty of SEK 5-11m (3-7% of the expected revenues of SEK 154m). 

 

Plant design and production process

Source: Enviro, Redeye Research

Detailed CAPEX assumptions, SEKm

Projected CAPEX Actual

Land 0

Property 0

Local permissions 3

Local installation 39

Plant 363

Total plant CAPEX 407

Source: Enviro, Redeye Research
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Competition 
We have made a list of competitors, which can be found in our appendix 

We believe there are and will be several competitors to Enviro, as the market is prosperous 

and is expected to grow for a long time. We do not believe this is bad as such, as this should 

increase the awareness and interest of the rCB itself – which should be key to increasing and 

realising the global demand for the product. We do not, therefore, believe this increased 

competition should come at the cost of Enviro, as they have an agreement with Michelin that 

should benefit product development (that could prove to be an edge relative to competitors) 

and yield solid production volumes as Michelin is the second largest tyre manufacturer of the 

world. 

Enviro believes additional competition is good for the industry, as it will raise awareness and 

knowledge about carbon black, and other industries will see its commercial viability – and we 

believe this is true. Given the potential market value, we consider the threat from competing 

companies at this stage very limited for Enviro. We believe Enviro’s success will come from 

its own capability of executing its strategic plan and the tyre industry starting to use rCB in 

their tyre production. This is the most crucial part of Enviro. Once this stage has been 

reached, we believe competition would become a more serious matter. However, Enviro 

should have gained a strategic and competitive advantage at this point as a pioneer and first 

mover in the industry. 

We view the strategic agreement with Michelin as a crucial part of this case as it verifies the 

technology and shows the belief of Michelin. There are several competitors out there, trying 

to recover carbon black, that has not been able to prove its quality of the product or received 

any strategic agreement – meanwhile, Enviro has delivered components both to Volvo cars, 

Hexpol and Trelleborg – meanwhile reaching agreements with Michelin.  
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Financials 
The more important forecasts and assumptions, for Enviro’s long-term expansion, are 

included in the Valuation section, starting on page 47. In the following section, we outline our 

detailed P&L, balance sheet, and cash flow estimates for the 3-year period of 2021e-2023e. 

Currently, operations only include Åsensbruk, which we consider to be primarily a test facility, 

showcasing the commercial viability of its products and plant for customers. Therefore, we 

do not expect significant economic contribution from the facility, put in relation to the 

expansion phase going forward. It is also well worth mentioning Enviro will see overall limited 

P&L impact from its equity stakes in plants, as it holds a minority share. On the other hand, 

revenue streams of royalty will be directly recognised in the P&L.  

 

As Enviro is in its commercialisation phase, with the first plant (apart from Åsensbruk) 

expected to be up and running in 2023, we do not believe the P&L estimates for ’21e-23e are 

of great significance. Instead, our long-term estimates, which we share in the valuation 

section, are what matters (in terms of assessing the value of Enviro). On the other hand, our 

balance sheet and cash flow estimates are somewhat more important, as we believe the 

current FCF rate of SEK -50m and the current cash position of SEK 40m will result in 

additional financing needs. We believe Enviro will be cash flow positive in 2025 (in a scenario 

where consolidates FCF, equivalent to its equity stake, produced in its JVs). Therefore, we 

estimate Enviro will accumulate FCF of SEK -200m from the beginning of 2021. As a result, 

we believe additional funds of some SEK 160m would have to be injected – possibly through 

an equity issue. 

 

 

Revenues  

For the period ‘21e-‘23e, we expect net sales in the region of SEK 2m p.a – which will stem 

from production in Åsensbruk. We also expect other income of SEK 4m in 2021 & 2022 and 

SEK 7m in 2023 – payments to Enviro for design, as well as engineering and project services 

in connection with the establishment of the plant. We also expect a plant-gross profit from 

the Michelin plant in Chile in 2023 of SEK 15m – totalling SEK 22m for the full year. In terms 

of royalties from the Michelin plant in Chile, which should be up and running in 2023, we are 

Detailed P&L forecast, 2019-2023e

2019 2020 2021e 2022e 2023e

Net sales 1.1 1.5 1.7 2.0 2.3

Other income 0.1 0.4 4.0 4.0 22.0

Total revenues 1.2 1.9 5.7 6.0 24.3

Raw materials and consumables -0.6 -0.4 -0.9 -1.1 -1.2

Gross profit 0.5 1.5 0.8 0.9 1.0

Other external costs -15.4 -20.3 -23.3 -25.6 -28.2

Personnel costs -16.9 -18.2 -19.1 -20.1 -21.1

EBITDA -31.7 -37.0 -37.7 -40.8 -26.3

Depreciation & Amortization -12.7 -12.8 -13.1 -13.1 -13.1

EBIT -44.4 -49.8 -50.8 -53.9 -39.4

Net financials -0.3 -0.2 -1.6 -3.2 -4.8

EBT -44.8 -50.0 -52.4 -57.2 -44.2

Tax 0 0 0 0 0

Net profit -44.8 -50.0 -52.4 -57.2 -44.2

Source: Redeye Research
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taking a conservative approach. We do, therefore, not expect any royalties from the plant until 

2024. 

OPEX  

Enviro currently employs 22 FTE. We expect the organisation to remain relatively small, apart 

from an increase in the coming years, to ensure Enviro has the capacity of handling 4 plant 

deployments per year. These figures exclude employees operating in the plants, as they will 

be accounted for in each plant’s P&L and will not be fully consolidated in Enviro’s P&L, as we 

expect Enviro to be a minority owner of each plant.  

All in all, we expect the underlying OPEX base to increase from SEK 38m in 2020 to SEK 49m 

in 2023. Beyond 2023, we expect it to grow by 3% p.a.  

Balance sheet 
We consider Enviro’s balance sheet to be in good health. The equity ratio is 90%, with a cash 

position of SEK 40m and less than SEK 1m in long-term interest-bearing debt per 31 

December 2020. Going forward, we expect Enviro to need some additional funding, which we 

will discuss under the cash flow section. We, therefore, expect interest-bearing debt to 

increase to fund the business going forward and finance the expansion plan of Enviro. We 

believe these funds could come from an equity issue and not debt, however – as we would 

wish to see positive free cash flows before issuing a fair share of debt. 

 

As Enviro will hold a 10% stake in the production facility in Chile, it will not consolidate its 

share of the P&L or the balance sheet. Instead, the investment in Chile will show as a minority 

interest in associated companies in the P&L and on the balance sheet as tangible fixed 

assets (however, it should be reported as other fixed assets).  

 

Detailed balance sheet forecast, 2019-2023e

2019 2020 2021e 2022e 2023e

Intangible assets 43.9 41.3 40.1 38.8 37.6

Tangible fixed assets 70.0 70.6 63.8 56.9 70.1

Other fixed assets 0.1 0.1 0.1 0.1 0.1

Total non-current assets 114.1 112.1 104.0 95.9 107.8

Inventory (WC) 0.7 1.8 0.5 0.5 0.6

Accounts receivable (WC) 0.3 0.2 0.2 0.2 0.3

Other current assets (WC) 3.1 3.0 4.9 5.6 6.4

Cash 58.7 39.6 33.2 24.7 9.3

Total current assets 62.7 44.6 38.7 31.1 16.6

Total assets 176.8 156.6 142.7 127.0 124.4

Equity 159.1 141.6 89.2 32.1 -12.1

NIB LT liabilites 0.0 0.0 0.0 0.0 0.0

IB LT liabilities 3.9 0.8 40.8 80.8 120.8

Total LT liabilities 3.9 0.8 40.8 80.8 120.8

NIB ST liabilities (WC) 10.5 11.1 9.5 10.9 12.6

IB ST liabilities 3.2 3.2 3.2 3.2 3.2

Total current liabilities 13.7 14.2 12.7 14.1 15.8

Total Equity and liabilities 176.8 156.6 142.7 127.0 124.4

Source: Redeye Research
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Cash flow 
 

 

We expect Enviro to produce negative FCFs of around SEK -50m p.a. in the coming three 

years, as we expect only limited contribution from Åsensbruk coupled with some 

recruitments which increase the OPEX. Our estimates do not include the Michelin plant since 

it will probably not give any cash flow contribution until after 2023.  

We are conservative, and therefore expect maintenance CAPEX in Åsensbruk of SEK -5m p.a., 

and we also expect SEK -20m in 2023, which stems from the plant investment in Chile. 

 

Additional funding  

Enviro currently has a cash position of SEK 40m and an equity ratio of 90%. The company 

currently has a cash burn rate (FCF) of SEK -50m p.a. We believe the current cash burn rate is 

set to continue until the first plant has been deployed. We, therefore, estimate negative FCF 

of SEK 200m until the company reaches positive FCF. Therefore, we see additional funding 

likely to take place, as we do not believe the company should issue debt before it produces 

positive cash flows.  

We view some SEK 160m to be required until 2025, and we have incorporated this in our 

estimates as issued debt. This includes a SEK 20m investment in the Michelin facility by 2023 

and further investments in co-owned plants according to our construction schedule. We have 

estimated these investments to be 100% equity in our estimates, but we believe they will be 

financed by a mix of debt (in the JV) and equity going forward. Likely a debt-to-equity ratio of 

0.5-1.5, which should increase from the lower end as Enviro increases the number of plants 

deployed.  

Detailed cash flow forecast, 2019-2023e

2019 2020 2021e 2022e 2023e

Pretax profit -44.8 -50.0 -52.4 -57.2 -44.2

Adjustments for non-cash items 12.7 12.8 13.1 13.1 13.1

Paid tax 0.0 0.0 0.0 0.0 0.0

Changes in WC 1.1 -0.4 -2.1 0.6 0.7

Cash flow from operating activities -31.0 -37.6 -41.4 -43.5 -30.4

CAPEX -11.0 -10.8 -5.0 -5.0 -25.0

of which immaterial -0.6 -4.4 0.0 0.0 0.0

of which material -10.3 -6.4 -5.0 -5.0 -25.0

CF financing activites 75.8 29.3 40.0 40.0 40.0

of which equity issue 91.0 32.5 0.0 0.0 0.0

of which changes in interest bearing debt -15.2 -3.2 40.0 40.0 40.0

of which dividend 0.0 0.0 0.0 0.0 0.0

CF for period 33.8 -19.1 -6.4 -8.5 -15.4

Cash start of period 24.9 58.7 39.6 33.2 24.7

Cash end of period 58.7 39.6 33.2 24.7 9.3

FCF to equity -42.0 -48.4 -46.4 -48.5 -55.4

FCF to firm -41.7 -48.2 -44.8 -45.3 -50.6

Net debt -51.6 -35.6 10.8 59.3 114.7

Source: Redeye Research
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Enviro’s expansion plan 
During its presentation on 2 March 2021, Enviro shared some insight into its expansion plan 

in terms of deployed plants. This is the first time we recognise such communication. Enviro 

expects to have the capacity of deploying roughly 30 plants by 2030. We believe this figure is 

fully reachable. We are, however, a bit more conservative in our estimates and valuation 

approach – but we believe we will be able to increase our estimates if Enviro exceeds our 

estimates in the coming years.  

Enviro communicated it expects to start its next plant construction, excluding Michelin, by 

2022. We consider this very positive, as 2022 is not far away, and Enviro should therefore 

have a relatively good insight into the current market for ELT plants. 

Enviro also expects to reach a capacity of potentially setting up 4 new plants per year which 

involves expanding its organisation. If Enviro is to reach its full capacity of 4 plants per year, 

starting by year-end 2022, it will reach a total of 32 plants by year-end 2030. 

We wish to highlight this is the capacity, and not necessarily expected plant deployment rate, 

that could be increased if Enviro sees even greater demand. Therefore, it should not be an 

issue for deploying plants going forward. We believe Enviro will manage to deploy 30 plants 

by the year 2035 – which can be put in relation to Enviro’s communicated target of >30 plants 

by 2030. This is ambitious but not unrealistic, and it is still just scratching the surface of the 

potential global market for ELT pyrolysis. 
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Valuation 
We believe the most appropriate way of determining the value of Enviro is by estimating the 

number of plants deployed, the equity stake of these, and the revenues derived from sellable 

materials – in addition to the COGS. We believe these parameters will be driven by the market 

penetration rCB will get in the market, which will be a result of the quality of the rCB and to 

what degree it can replace vCB in any given application. 

 

By determining these factors, given our assumptions, we are provided a clear picture of the 

size of future cash flows and when these should occur in time. We, therefore, decide on using 

different DCF scenarios in order to get a present value of these cash flow streams, using a 

WACC reasonable for this type of business, its size, and risks. 

 

Enviro is a company on the verge of fully commercialising its patented technology, and we 

expect to see a long runway of growth. Our confidence in this is further spurred by Michelin 

continuously communicating about its future use of rCB – as 100% of Michelin tyres will be 

produced using rCB in 2050. 

 

In all scenarios, we have made annual estimates until the year 2040, as many of the leading 

tyre manufacturers have sustainability targets spanning over this period. In addition, we 

believe the industry for rCB is set to grow for several years as material implementation is 

increasing. This is likely to be driven by both sustainable raw material sourcing but also due 

to increased knowledge about the material and R&D efforts.  

 

Beyond 2040, we have set a terminal plant deployment growth rate of 2%, in all of our 

scenarios. We have made detailed estimates regarding profitability until 2070 – as we do not 

believe the current profitability level of EBITDA margins of 60-75% will be representative in 

2040 and beyond – if the market shows to be prosperous, and the demand and price level for 

ELTs increase. 

 

On the back of our scenarios, we derive at a fair value range of SEK 0.5- SEK 9.6- The wide 

range shows the great uncertainty of what the future may look like, and the vast potential 

Enviro could possibly exploit. 

 

Below, one can find our 3 scenarios (Base, Bull, and Bear) and their following assumptions, 

which we believe showcase the risks and opportunities of Enviro – and our fair value for the 

share in each given scenario. We also provide 2 additional scenarios, apart from our base 

case, regarding the number of plants deployed by 2040.  

 

 

 

  

Fair value per share: Base assumptions vs. Plant rollout

Bear case Base case Bull case

Bear case 0.0 1.7 4.7

Base case 0.5 3.9 9.6

Bull case 1.4 7.3 17.4

Source: Redeye Research

Base assumptions

Plant rollout

WACC: 12%
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Base case: SEK 3.9 per share 
In our base case scenario, we estimate Enviro will deploy 52 plants by 2040. This implies rCB 

reach a conservative 11% penetration of the global CB market (equivalent to 10% in the tyre 

industry and 20% in MRG markets) and that Enviro gets a 17% market share of the total rCB 

market (equivalent 20% share in the tyre industry and 10% in MRG markets).  

Furthermore, by comparison, 52 plants would be able to process 29% of the ELT arisings in 

Europe by the year 2040, or 3% of the global ELT arisings. 

 

In terms of revenue streams, we expect rCB to be sold for EUR 1000 per ton (relative to the 

current vCB N550 price of EUR ~1000 per ton) and TPO being sold for USD 60 per barrel, 

which corresponds to the mid-long-term price of brent oil according to McKinsey. We expect 

steel to be sold at USD 211 per ton, which corresponds to the higher range of the current 

price of scrap steel. All in all, our prices reflect the current prices of comparable materials, 

even though one could argue for a premium of Enviro products as they have been recovered 

and in many cases offer higher quality. 

 

Our base case assumptions are summarised as follow: 

• Plants deployed until 2040: 52 

• Terminal number of plant growth beyond 2040: 2% 

• Average selling price per ton ELT: SEK 5131  

• Royalty: 5% 

• Equity stake: 20% 

• Gross profit per plant: SEK 75m 

• Gross margin sellable products 2040: 70% 

• Gross margin sellable products 2070: 31% 

• ELT volume growth: 2% 

• rCB penetration in the CB market: 11% 

• Enviro’s market share in rCB: 17% 

 

We believe our assumptions are fairly conservative, even as we expect solid growth until 

2040. We have used a fairly moderate equity stake, and also we rapidly reduce the gross 

margins by 2040, as we argue for the cost of sourcing tyres could increase if the industry is 

prosperous. We believe the rCB penetration of 11% in global vCB is conservative, as Michelin, 

by comparison, has stated it will use 100% rCB in its tyre production by 2050. 

 

 

Scandinavian Enviro Systems: Base case

Assumptions 2020-23 2024-30 2031-40 2041-70 DCF-value

Plants deployed 1 11 40 42 WACC 12%

Gross profit per plant, SEK m 75 Net present value FCF '21-'30e -32

Conversion value, SEK per ton 5131 Net present value FCF '31-'40e 868

Average plant equity stake, % 20% Net present value FCF '41-'70e 1,317

Royalty, % 5% Net present value terminal value '70e 72

EV 2,224

Terminal Net debt -36

Terminal growth FCF 2% Value assos. companies 0

Terminal EBITDA margin 41% Value minorities 0

Exit EV/EBITDA multiple 6.9x

DCF-value 2,260

Number of shares, m 581

Estimated Fair value per share 3.9

Current share price 2.1

Potential/Risk 89%

Source: Redeye Research
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As one can see in the table below, the fair value is largely affected by the level of WACC. We 

have used 12% in all of our cases, which is based on Redeye’s rating system. 

 

 

The charts below illustrate our expected value split per ton of ELT: 

 

 

 

 

 

As one can see in the chart below, we believe profit margins will be lower beyond 2040, as 

additional competition should occur, as it typically does in any profitable industry– which 

should increase the costs of sourcing ELTs. We, therefore, assume the high gross margin of 

70% will fall to 30% over time in our base case.  

 

The reason for forecasting to 2070 is that we do not want to put a terminal growth value on 

the high profitability in 2040; we take this into consideration by lowering the profitability from 

2040 to 2070. We consider this approach to be conservative. 

 

Fair value vs. WACC: Base case

WACC 6% 8% 10% 12% 14% 16%

Net present value FCF '21-'30e, SEK m 12 -6 -21 -32 -42 -49

Net present value FCF '31-'40e, SEK m 2136 1570 1163 868 653 495

Net present value FCF '41-'70e, SEK m 6660 3763 2195 1317 810 509

Net present value terminal value '70e, SEK m 1130 444 177 72 30 12

EV, SEK m 9938 5770 3514 2224 1451 967

Net debt, SEK m -36 -36 -36 -36 -36 -36

DCF value, SEK m 9973 5806 3550 2260 1487 1003

No. of shares, m 581 581 581 581 581 581

Fair value per share 17.2 10.0 6.1 3.9 2.6 1.7

Source: Redeye Research

Base case: Value per ton of ELT (SEK) and share of total value: SEK 5131

Source: Redeye Research

rCB; 3000; 
58%TPO; 1831; 

36%

Steel; 300; 6%

Material and price assumptions: Base case

Material (currency) Price per ton Price per barrel
Premium 

(discount)
SEK per ton SEK per barrel

Expected price 

growth

rCB (EUR) 1000 0 0% 10000 0 2%

TPO (USD) 441 60 0% 3662 498 2%

Steel (USD) 241 0 0% 2000 0 2%

total 5131 2%
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The table below illustrates the expected plant roll out in our base case for the period 2023-

2040: 

 

 

  

2023-2070: EBITDA vs EBITDA margin & Gross margin

Source: Redeye Research
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Bull case: SEK 9.6 per share 
In our bull case scenario, we use the same plant rollout estimates as in our base case.  

 

In terms of revenue streams, we expect rCB to be sold for EUR 1250 per ton (relative to the 

current vCB N550 price of EUR ~1000 per ton) and TPO being sold for USD 120 per barrel, 

which corresponds to a 100% premium to the mid-long-term price of brent oil according to 

McKinsey. We expect steel to be sold at USD 211 per ton, which corresponds to the higher 

range of the current price of scrap steel. All in all, our prices reflect higher price levels than of 

comparable materials, as we argue for a price premium for Enviro products as they have 

been recovered and in many cases offer higher quality. 

 

Our bull case assumptions are summarised as follow: 

 

• Plants deployed until 2040: 52 

• Terminal number of plant growth beyond 2040: 2% 

• Average selling price per ton ELT: SEK 7712  

• Royalty: 7% 

• Equity stake: 20% 

• Gross profit per plant: SEK 100m 

• Gross margin sellable products 2040: 80% 

• Gross margin sellable products 2070: 28% 

• ELT volume growth: 2% 

• rCB penetration in the CB market: 17% 

• Enviro’s market share in the rCB market: 20% 

 

 

 

Scandinavian Enviro Systems: Bull case

Assumptions 2020-23 2024-30 2031-40 2041-70 DCF-value

Plants deployed 1 11 40 42 WACC 12%

Gross profit per plant, SEK m 100 Net present value FCF '21-'30e 387

Conversion value, SEK per ton 7712 Net present value FCF '31-'40e 2,148

Average plant equity stake, % 20% Net present value FCF '41-'70e 2,870

Royalty, % 7% Net present value terminal value '70e 150

EV 5,554

Terminal Net debt -36

Terminal growth FCF 2% Value assos. companies 0

Terminal EBITDA margin 53% Value minorities 0

Exit EV/EBITDA multiple 7.4x

DCF-value 5,590

Number of shares, m 581

Estimated Fair value per share 9.6

Current share price 2.1

Potential/Risk 368%

Source: Redeye Research
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The charts below illustrate our expected value split per ton of ELT: 

 

 

 

In our bull case, the market for rCB is more attractive than in our base case. This results in 

less favourable sourcing costs for ELTs, as demand is higher, which implies a lower gross 

margin. Therefore, profitability is lower beyond 2040 in this scenario. 

 

 

Fair value vs. WACC: Bull case

WACC 6% 8% 10% 12% 14% 16%

Net present value FCF '21-'30e, SEK m 650 546 459 387 326 274

Net present value FCF '31-'40e, SEK m 5220 3852 2865 2148 1623 1235

Net present value FCF '41-'70e, SEK m 14614 8241 4795 2870 1760 1103

Net present value terminal value '70e, SEK m 2355 925 370 150 62 26

EV, SEK m 22840 13563 8489 5554 3770 2638

Net debt, SEK m -36 -36 -36 -36 -36 -36

DCF value, SEK m 22875 13599 8525 5590 3806 2673

No. of shares, m 581 581 581 581 581 581

Fair value per share 39.4 23.4 14.7 9.6 6.6 4.6

Source: Redeye Research

Bull case: Value per ton of ELT (SEK) and share of total value: SEK 7712

Source: Redeye Research

rCB; 3750; 
49%

TPO; 3662; 
47%

Steel; 300; 4%

Material and price assumptions: Bull case

Material (currency) Price per ton Price per barrel
Premium 

(discount)
SEK per ton SEK per barrel

Expected price 

growth

rCB (EUR) 1250 0 25% 12500 0 2%

TPO (USD) 882 120 100% 7324 996 2%

Steel (USD) 241 0 0% 2000 0 2%

total 7712 2%

2023-2070: EBITDA vs EBITDA margin & Gross margin

Source: Redeye Research
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Bull case estimates + bull case rollout  
If we use the base assumptions outlined at the beginning of this “bull case” section, and 

Enviro could increase its number of plants deployed by 2040 to 95, the fair value would be 

SEK 17.4 per share. By comparison, 95 plants would be able to process 53% of the ELT 

arisings in Europe by the year 2040, or 6% of the global ELT arisings. Below, one can find a 

summary. 

 

 

 

The table below illustrates the expected plant roll out in a “bull case rollout scenario” for the 

period 2023-2040: 

  

Scandinavian Enviro Systems: Bull case

Assumptions 2020-23 2024-30 2031-40 2041-70 DCF-value

Plants deployed 1 20 74 77 WACC 12%

Gross profit per plant, SEK m 100 Net present value FCF '21-'30e 660

Conversion value, SEK per ton 7712 Net present value FCF '31-'40e 3,840

Average plant equity stake, % 20% Net present value FCF '41-'70e 5,310

Royalty, % 7% Net present value terminal value '70e 279

EV 10,089

Terminal Net debt -36

Terminal growth FCF 2% Value assos. companies 0

Terminal EBITDA margin 54% Value minorities 0

Exit EV/EBITDA multiple 7.4x

DCF-value 10,125

Number of shares, m 581

Estimated Fair value per share 17.4

Current share price 2.1

Potential/Risk 748%

Source: Redeye Research

Fair value vs. WACC: Bull case

WACC 6% 8% 10% 12% 14% 16%

Net present value FCF '21-'30e, SEK m 1100 926 782 660 559 473

Net present value FCF '31-'40e, SEK m 9345 6891 5124 3840 2900 2206

Net present value FCF '41-'70e, SEK m 27052 15252 8875 5310 3257 2042

Net present value terminal value '70e, SEK m 4372 1717 686 279 115 48

EV, SEK m 41869 24787 15466 10089 6831 4769

Net debt, SEK m -36 -36 -36 -36 -36 -36

DCF value, SEK m 41905 24823 15502 10125 6866 4805

No. of shares, m 581 581 581 581 581 581

Fair value per share 72.1 42.7 26.7 17.4 11.8 8.3

Source: Redeye Research

Plant deployment schedule, bull scenario

Source: Redeye Research
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Bear case: SEK 0.5 per share 
In our bear case scenario, we use the same plant rollout estimates as in our base case. 

 

In terms of revenue streams, we expect rCB to be sold for EUR 750 per ton (relative to the 

current vCB N550 price of EUR ~1000 per ton) and TPO being sold for USD 40 per barrel, 

which corresponds to a 33% discount to the mid-long-term price of brent oil according to 

McKinsey. We expect steel to be sold at USD 211 per ton, which corresponds to the higher 

range of the current price of scrap steel. All in all, our prices reflect lower price levels than of 

comparable materials, as we in this scenario argue for lower demand of the products. 

 

Our bear case assumptions are summarised as follow: 

 

• Plants deployed until 2040: 52 

• Terminal number of plant growth beyond 2040: 2% 

• Average selling price per ton ELT: SEK 3771  

• Royalty: 3% 

• Equity stake: 20% 

• Gross profit per plant: SEK 25m 

• Gross margin sellable products 2040: 59% 

• Gross margin sellable products 2070: 53% 

• ELT volume growth: 2% 

• rCB penetration in the CB market: 7% 

• Enviro’s market share in the rCB market: 13% 

 

 

 

Scandinavian Enviro Systems: Bear case

Assumptions 2020-23 2024-30 2031-40 2041-70 DCF-value

Plants deployed 1 11 40 42 WACC 12%

Gross profit per plant, SEK m 25 Net present value FCF '21-'30e -400

Conversion value, SEK per ton 3771 Net present value FCF '31-'40e 6

Average plant equity stake, % 20% Net present value FCF '41-'70e 610

Royalty, % 3% Net present value terminal value '70e 52

EV 269

Terminal Net debt -36

Terminal growth FCF 2% Value assos. companies 0

Terminal EBITDA margin 42% Value minorities 0

Exit EV/EBITDA multiple 6.7x

DCF-value 304

Number of shares, m 581

Estimated Fair value per share 0.5

Current share price 2.1

Potential/Risk -74%

Source: Redeye Research

Fair value vs. WACC: Bear case

WACC 6% 8% 10% 12% 14% 16%

Net present value FCF '21-'30e, SEK m -540 -486 -440 -400 -365 -334

Net present value FCF '31-'40e, SEK m 72 39 18 6 -2 -6

Net present value FCF '41-'70e, SEK m 3373 1843 1044 610 367 227

Net present value terminal value '70e, SEK m 824 323 129 52 22 9

EV, SEK m 3729 1719 751 269 22 -104

Net debt, SEK m -36 -36 -36 -36 -36 -36

DCF value, SEK m 3765 1755 787 304 58 -69

No. of shares, m 581 581 581 581 581 581

Fair value per share 6.5 3.0 1.4 0.5 0.1 -0.1

Source: Redeye Research
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The charts below illustrate our expected value split per ton of ELT: 

 

 

 

 

In our bear case, the market for rCB is less attractive than in our base case. This results in 

more favourable sourcing costs for ELTs, as demand is lower, which implies a higher gross 

margin. Therefore, profitability beyond 2040 is higher in this scenario. 

 

 

 

 

  

Bear case: Value per ton of ELT (SEK) and share of total value: SEK 3771

Source: Redeye Research

rCB; 2250; 
63%

TPO; 1221; 
34%

Steel; 100; 3%

Material and price assumptions: Bear case

Material (currency) Price per ton Price per barrel
Premium 

(discount)
SEK per ton SEK per barrel

Expected price 

growth

rCB (EUR) 750 0 -25% 7500 0 2%

TPO (USD) 294 40 -33% 2441 332 2%

Steel (USD) 241 0 0% 2000 0 2%

total 3771 2%

2023-2070: EBITDA vs EBITDA margin & Gross margin

Source: Redeye Research
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Bear case estimates + bear case rollout  
If we use the assumptions outlined at the beginning of this “bear case” section, and Enviro 

would lower its number of plants deployed by 2040 to 25, the fair value would be SEK 0.0 per 

share. By comparison, 25 plants would be able to process 14% of the ELT arisings in Europe 

by the year 2040, or 2% of the global ELT arisings. Below, one can find a summary. 

 

 

 

The table below illustrates the expected plant roll out in a “bear case rollout scenario” for the 

period 2023-2040: 

  

Scandinavian Enviro Systems: Bear case

Assumptions 2020-23 2024-30 2031-40 2041-70 DCF-value

Plants deployed 1 7 17 20 WACC 12%

Gross profit per plant, SEK m 25 Net present value FCF '21-'30e -339

Conversion value, SEK per ton 3771 Net present value FCF '31-'40e 6

Average plant equity stake, % 20% Net present value FCF '41-'70e 251

Royalty, % 3% Net present value terminal value '70e 22

EV -60

Terminal Net debt -36

Terminal growth FCF 2% Value assos. companies 0

Terminal EBITDA margin 38% Value minorities 0

Exit EV/EBITDA multiple 6.6x

DCF-value -25

Number of shares, m 581

Estimated Fair value per share 0.0

Current share price 2.1

Potential/Risk -98%

Source: Redeye Research

Fair value vs. WACC: Bear case

WACC 6% 8% 10% 12% 14% 16%

Net present value FCF '21-'30e, SEK m -440 -402 -369 -339 -313 -290

Net present value FCF '31-'40e, SEK m 13 10 7 6 4 3

Net present value FCF '41-'70e, SEK m 1401 763 430 251 150 92

Net present value terminal value '70e, SEK m 352 138 55 22 9 4

EV, SEK m 1326 509 124 -60 -149 -190

Net debt, SEK m -36 -36 -36 -36 -36 -36

DCF value, SEK m 1362 544 160 -25 -114 -155

No. of shares, m 581 581 581 581 581 581

Fair value per share 2.3 0.9 0.3 0.0 -0.2 -0.3

Source: Redeye Research

Plant deployment schedule, bear scenario

Source: Redeye Research
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Management 
Both CEO Thomas Sörensson and CFO Urban Folcker joined Enviro 5 years ago, in 2016, 

which makes them experienced in the emerging space of ELT pyrolysis. Whilst relevant 

sector experience in the space of ELT pyrolysis and recovered ELT materials are hard to 

come by, we find it meritious that Sörensson has vast experience as managing director at 

B&B Tools in Shanghai, and Export sales director at Opus, and has also held several 

management positions at Volvo. Folcker has had several CFO positions, incl Jensen’s food 

group, Svendborg Brakes, and container Centralen. 

Bengt-Sture Ershag, the founder of Enviro, is the R&D Manager, which we find very positive 

(however, outside the management team). Olov Ershag is the CTO and has been in the 

company since 2009 and contributing largely to the company´s technical achievements. 

Sales Manager Fredrik Olofsson has significant experience in the rubber industry and drives 

the progress of the rCB and oil products as well as product and business development.  

 

We consider the management team to be strong and credible. Since 2016, Enviro has gained 

commercial proof of their products, as companies like Volvo Cars, Hexpol, and Wärtsilä have 

verified them. In addition, at least three discussions regarding plant installations have gone 

very far despite ELT pyrolysis and material recovery is relatively new and unproven in 

commercial products. 

We understand Enviro de-prioritised the danish project due to its ongoing Michelin talks. The 

Chinese project could not proceed to its final stage as the location was not allowed to handle 

flammable liquids such as oil with a flashpoint below 60°C. The US project is still on the table, 

but we understand Enviro’s focus is primarily on Michelin.  

Furthermore, Michelin decided to invest in Enviro in addition to becoming strategic partners 

as of 2020. We believe this puts great belief into the product as well as Enviro. In addition to 

Enviro’s management’s capabilities of taking on projects. 

 

We consider insider holdings of management to be solid, as it totals 0.57% of the capital and 

votes of Enviro. 

 

Scandinavian Enviro Systems - Management Team

Name Position
In current 

position since

Number of 

shares, k

% of Capital 

& Votes
Note

Thomas Sörensson CEO 2016 520 0.09%

Managing Director, B&B Tools Shanghai. 

Export sales director at Opus Equipment AB, 

part of Mekonomen Group. Several 

management positions at Volvo. Director of the 

Main Board, Swedish Chamber of Commerce in 

China

Urban Folcker CFO 2016 1099 0.19%

CFO positions in companies incl.  Jensen’s 

Food Group, Svendborg Brakes A/S, Container 

Centralen A/S. Director Finance and IT at Lexel 

OBG Trade & Consumer (part of Schneider 

Electric)

Bengt-Sture Ershag R&D Manager 2017 757 0.13%

Founder of Scandinavian Enviro Systems. Over 

20 years of experience developing Enviro 

including three patents

Olov Ershag COO 2017 813 0.14%

Previously responsible of process plant design 

at Enviro. IT positions at Avitale and 

Riksbyggen. Programmer at Aros electronics 

AB

Fredrik Olofsson Sales Manager 2017 66 0.01%

Very strong background in the rubber industry. 

Sales Manager at Ulinco AB. Quality and IT 

Manager at Ulinco AB

Total 3256 0.56%

Source: Holdings, Enviro, Redeye Research 
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Board 
We understand Enviro is using a governance model which is very similar to models used in 

the universe of private equity, where the board members are active in operations.  

Enviro is still in the inception of the commercialisation phase, and due to its size, it has 

relatively scarce resources. Based on the challenges Enviro is facing, the composition of the 

board has been chosen to complement the management team.  

With ELT pyrolysis being a fairly new market, relevant experience is hard to come by. 

However, we believe Enviro has managed to build a strong team, as we believe all members 

of the board contribute with different skill sets that should favour Enviro in several ways. 

We find this strategy very sound, as it allows Enviro to use a set of skills that is otherwise 

hard to come by for a company of this size. We also believe the composition of the 

management team and board have been crucial to the partnership with Michelin. The table 

below provides some background information on the board members and their “focus area” 

in Enviro. 

 

We consider inside ownership amongst the members of the board to be good. The board 

totals 0.72% of the total capital, with Chairman Alf Blomqvist holding 2.1m shares – which we 

consider to be very positive. Also, Jan Bruzelius holds 1.0m shares. In total, these two totals 

0.53% of the capital and votes of Enviro. 

 

 

 

  

Scandinavian Enviro Systems - Board of Directors

Name Position

In current 

position 

since

Number of 

shares, k

% of Capital 

& Votes
Note Focus area

Alf Blomqvist Chairman 2018 2100 0.36%

Independent advisor in corporate finance and 

active ownership. Chairman B3 Consulting 

Group. Background from investment banking 

and venture capital. CEO Ledstjernen, Board 

member of Cision

Strategy, 

financing, investor 

relations

Jan Bruzelius Member 2018 1000 0.17%

Extensive experience from the recycling 

industry. Background as CEO of IL Recycling 

AB. Board member of Greentec A / S, Norway 

and NORD A/S

Recycling market

Nina Macpherson Member 2020 210 0.04%

Background as Chief Legal Officer and 

secretary to the board of directors of Ericsson, 

board member of Traton SE and Scania AB, 

member of the Swedish Securities Council and 

the Advisory Board of Pactumize AB

Agreement 

strategy, patents, 

JV

Peter Möller Member 2017 181 0.03%

Extensive experience from industrial 

operations. Background as CEO Atlas Copco 

Tools, Cardo Industrial Doors and SAS 

Technical Services. COO at Saab Automotive 

and SAS

Lean production, 

industrialisation

Björn Olausson Member 2019 93 0.02%

Extensive experience from larger financial 

projects. CEO of Elof Hansson International. 

Background as VP Sales Asia at Metso, and 

President Asia/Pacific Kværner Pulp

Project 

development, 

sales, 

manufacturing

Stefan Tilk Member 2015 600 0.10%

CEO NEVS with International Automotive and 

Commerce. Background in senior positions 

within the Volvo Group, Elof Hansson and as a 

director of Geveko

International 

automotive 

commerce

Sander Vermeulen Member 2020 0 0.00%

Vice President, Marketing & and Business 

Development for High-Tech Materials Business 

Line at Michelin. Employed by Michelin since 

1998

Michelin 

marketing and 

business 

development

Total 4184 0.72%

Source: Holdings, Enviro, Redeye Research 
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Owners 
Michelin stands as a clear no. 1 owner in Enviro since its investment in April 2020. We are 

positive about its ownership in Enviro, but we would have wished for another main owner that 

would represent a significant number of votes and capital. We do note Pegroco is sitting as 

the 3rd largest owner, at 4.2% of the capital and votes – a share that has decreased from 

19.4% in early 2018 – when Pegroco was the largest owner. 

We note the absence of institutional investors in the list of owners, and we view it likely that 

institutions with sustainability- and ESG focus could become shareholders in the future. 

 

 

 

 

  

Major Shareholders

# Owner
No. of 

shares, m

% of Capital 

& Votes

1 Michelin 116.2 20.00%

2 Avanza Pension 37.9 6.53%

3 Nordnet Pensionsförsäkring 15.9 2.74%

4 Lennart Persson 11.9 2.05%

5 Pegroco Invest 5.2 0.89%

6 Conatum 4.8 0.83%

7 Leif Rydén 3.5 0.60%

8 Swedbank Försäkring 3.4 0.59%

9 Thomas Larsson 3.3 0.57%

10 Lars Thunell 3.0 0.52%

Total 205.1 35.32%

Source: Holdings, Enviro, Redeye Research 
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Appendix 

Tyres: A Very Complex composite material – but an extremely valuable resource   
A tyre typically consists of around 50% rubber, 20-25% Carbon black, 15% metal, 5% textile, 

and 10% other additives – with a similar raw material cost split. In total, over 200 materials 

are used in the production, making tyres very complex to their composition, as all these 

materials are forged into a homogenous composite material forming its demanded 

specifications - to meet tough requirements to maintain its function on the roads.  

 

Several valuable raw materials and fossil fuels are incorporated in the production process – 

making a tyre an extremely valuable resource - even after it has been used, as only a small 

fraction of the rubber has been worn away during its lifetime. Natural rubber primarily stems 

from rubber trees and comes at a significant cost of around USD 2000 per ton (RSS 3 & TSR 

20), while synthetic rubber (Butadiene) costs around USD 800 per ton. Carbon black also 

stems from petroleum (as Synthetic rubber)– making it a fossil-based material that also 

comes at a high cost – both in terms of dollars and cents (USD 900 per ton), but also the 

release of CO2 emissions in the production process.  

However, separating and devulcanising these compounds to recover them is a very difficult 

task due to its homogenous composition and slightly varying material composition on a tyre-

to-tyre basis (as all tyres have different “recipes”).  

This is the primary reason for historically low ELT recovery rates and the current relatively 

high usage of ELT in cement kilns where energy is recovered. Energy recovery is in itself very 

positive as the raw materials function as fuel after it has functioned in a previous application 

that otherwise would be sourced from a non-recycled source. However, by incineration of 

ELTs, valuable materials go to waste in the process that could otherwise have been recycled 

several times before it could have been incinerated. This recycling process has not been 

possible to implement historically due to the complexity and difficulty of producing viable 

materials with high and even quality from the ELTs, even though many efforts have been 

made over the year in the area. 

 

  

Tyre composition

Ingredients Car tyre Truck tyre OTR Tyre

Rubber/Elastomers 47% 45% 47%

Carbon Black 22% 22% 22%

Metal 17% 25% 12%

Textile 6% 0% 10%

Zinc Oxide 1% 2% 2%

Sulphur 1% 1% 1%

Additives 8% 5% 6%

Total carbon based materials 74% 67% 76%

Source: ETRMA 2015 ELT report, Redeye Research
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Carbon black  
Carbon black is a material produced by the incomplete combustion of heavy petroleum 

products, such as oil or gases. This is a very “dirty” process as a significant amount of NO2, 

and CO2 emissions are released in the process. For every 1 ton of CB produced, around 1,5-

2,0 ton of oil has been used, and each 1 ton of vCB produced to create more than 2 tons of 

C02 emission. 

90% of all carbon black is used in rubber applications where it acts as a reinforcing filler. It is 

widely used in various applications as a colouring pigment. However, its most common use is 

as a pigment and reinforcing phase in automobile tyres – an industry accounting for 75% of 

global CB demand. About 20% goes into belts, hoses, and other non-tire rubber goods. As 

carbon black stems from fossil-based petroleum, it is not very sustainable to produce these 

materials as they have a negative environmental impact. 

Recovered Carbon Black (rCB) compared to Virgin Carbon Black (vCB) 
What makes rCB differ from vCB is both the input-material and manufacturing process, but 
also the output-material. rCB is not really a carbon black but a new material itself – with 
properties very similar to CB. Virgin carbon black is a very “pure” material containing 99.9% 
elemental carbon produced by the partial combustion of heavy petroleum feedstock. This 
purity differs from recovered Carbon black, as it is produced from the remains of pyrolysed 
ELTs, which makes it contain “only” 88-90% carbon. Depending on the tyre mix and pyrolysis 
technology, there is a residue of chemicals used in the rubber industry, mainly sulphur and 
zinc bonds, which are inactive. There is also a silica content that is also not active following 
pyrolysis. The industry is, however, able to adjust its recipes in order for the rCB to meet the 
properties required in rubber. 

As tyres contain several rubber compounds with different chemical constituents and it is near 

impossible to separate these different compounds as feedstock – making the output 

dependent upon its feedstock. Therefore, recovered carbon black will inevitably contain all the 

“contaminants” which the textile, steel, and additives bring to the table. Once the oil and steel 

have been separated, the char (carbon black) is left ready for further processing.  

While it may sound rCB is not anything like vCB, this is not the truth. We understand rCB can 

show very similar properties as a given grade of vCB, which is ultimately what the customer 

is interested in: the properties of the material. However, we believe this complexity is the 

reason why vCB to rCB substitution may not always take place on a one-to-one basis, but 

instead partially substitution in certain grades and applications, and perhaps 100% in others. 

One should also bear in mind that the tyre industry is the one taking a step towards rCB – 

likely signalling they believe rCB should have a future in tyre production.  

We also understand one of the historical issues has been the difficulty in predicting the 

performance of rCB relative to vCB, as the material feedstock is entirely known of the latter as 

opposed to the former. There should have been significant progress in the area, however, as 

in any area of getting to know a new material. We understand Michelin has made rCB product 

testing for years, with multiple producers, including Enviro, until selecting Enviro in 2020. 
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What sorts of CB can Enviro replace? 
The two most important properties of CB are surface area and structure. The surface area 

characterises particle size and structures the complexity of the aggregate organisation. An 

ASTM number (international standard organisation) is using the surface area number to 

designate a given CB to a grade. The structure number is used to further distinguish CB types 

within each grade 

The primary subcategories of CB that go into tyre production are carcass grade and tread 

grade CBs. Carcass grade span in the range of N4XX-N7XX and provide good mechanical 

reinforcement when mixed with rubber. Tread grade CBs span in the range of N1XX-N3XX 

and provide even better mechanical reinforcement when mixed with rubber. The carcass 

grade CB is also used in 2/3 of global non-tire rubber plastic and plastic applications along 

with CB of series N8XX-N9XX. 

25% of CB used in non-tire rubber plastic and plastic applications are N8XX-N9XX. The CB 

produced is very pure; however, it provides a lower grade of mechanical reinforcement 

relative to the Carcass and tread grade CBs. Another 25% of the demand comes from tread 

grade CB, and another 50% comes from carcass grade CB. 

 

 

 

In the chart above, one can see the most common sorts of carbon blacks and what their 

primary area of application in a tyre is. We understand the lower the ASTM number, the 

higher level of reinforcement, the more the selling price increase – but also the difficulty in 

producing it – especially recovered CB. Therefore, substitution levels are expected to be up to 

30% amongst these CBs (N1XX-N3XX) relative to other sorts (N7XX-N8XX), where up to 

100% replacement should take place.  

 

We believe series N1XX-N3XX are more difficult to replace, as it is often used in areas of a 

tyre where it suffers major forces and its durability is tested to its extreme. As one can see in 

the table on the next page, only up to 30% of these series can be substituted. We understand 

this accounts for around 35%. 65% of the tyres are accounted by grades for Tire carcass, 

typically ranging from 5,6,700-series. In this range of CBs, substitution rates can go up to 

100%. 

The carbon black from a controlled mixture of end-of-life passenger car and truck tyres 

pyrolysed by Enviro is today replacing virgin carbon black (N550) up to 100% in commercial 

applications, which is a true proof of concept.  

Tyre making CB grades M2/g vs structure OAN

Source: G3C Technologies, Redeye Research
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From a global perspective, according to Notch Consulting, 47% of all CB demand comes from 

tire non-tread carcass, and 27% tire tread. 19% to non-tire rubber and plastics and 7% 

speciality.  

If we assume 50% of the 47% could be replaced on a one-to-one basis as of today, and 20% 

of 27% can be equally replaced, the rCB for tyre manufacturing as of today could amount to 

29% of the global carbon black market, on a one-to-one basis.  

In the long-term perspective, we believe R&D initiatives should increase this figure 

significantly in the long run if new ways of using rCB in new areas of a tyre are explored, as 

rCB makes more sense to use in an environmentally and financial way. 

 

 

  

Typical max substitution rates Possible substitiution rate for rCB

N700

N600

N550

N300

Source: Notch Consulting, Redeye Research Source: Notch Consulting, Redeye Research
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List of Competitors 
We believe there are and will be several competitors to Enviro, as the market is prosperous 

and is expected to grow for a long time. We do not believe this is bad, however, as this should 

increase the awareness and interest of the rCB itself – which should be key to increasing and 

realising the global demand for the product. We do not, therefore, believe this increased 

competition should come at the cost of Enviro, as they have an agreement with Michelin that 

should benefit product development (that could prove to be an edge relative to competitors) 

and yield solid production volumes as Michelin is the second largest tyre manufacturer of the 

world. 

We have reviewed Enviro's competitors and consider Delta Energy the be the largest head-to-

head competitor – as Delta also is considered a pioneer in the industry and has a partnership 

with Bridgestone (Top 2 largest tyre manufacturer). We understand their rCB quality is of high 

quality, as Enviro. We also believed Pyrolyx was another main competitor to be aware of, as 

they also were one of the pioneers and had a partnership with continental. However, we now 

understand Pyrolyx filed for bankruptcy of their US operations company in December 2020. 

Below, one can find the list of what we believe to be the main competitors of Enviro:  

Delta-Energy 

Delta-Energy is also one of the pioneers within rCB-production using ELTs, founded in the 

early 2000s, and is based in the US. The company differs from Enviro by using another 

technology, DEPolymerisation, in the process of decomposing the ELT. The company 

produces Carbon black and oil, but no steel. This is due to a needed pre-handling process 

where the steel is removed, as Depolymerisation won't function with steel being present. This 

is one of the concerns using DePolymerisation, as it requires a more extensive pre-handling 

process. However, the process can operate at lower temperatures relative to Pyrolysis. Delta-

Energy has a strategic partnership with Bridgestone since 2014, and Bridgestone also holds 

an equity share in Delta Energy. We understand Delta-Energy has a capacity of producing 10 

kton rCB or a total of 30 kton in ELT handling 

Pyrolyx  

Pyrolyx is, together with Enviro, one of the pioneers in rCB-production using ELTs. The 

company was founded in 2009 in Germany and is based in the US. Pyrolyx has invested over 

50m Euro in R&D. The company has previously operated a small-scale plant in Germany but 

are now setting up a facility with an rCB capacity of 13 kton p.a., with a total ELT capacity of 

40 kton. Pyrolyx has recently disclosed a 5-year deal with 4th ranked global tyre producer 

Continental, where Pyrolyx will be supplying as much as 15 kton of rCB. The technology being 

used in the production is based on pyrolysis, just like Enviro, and we understand they produce 

similar sorts of carbon black. We wish to highlight we have seen news of the company 

struggling with its financials and that production in Indiana has been paused. We now 

understand it has filed for bankruptcy of their US operations company in December 2020. 

Black Bear  

Black bear is a Dutch company that also produces rCB, founded in 2010. Black Bear offers a 

technology based on carbonisation, which is in turn based on pyrolysis. The company 

produces rCB and oil, but no steel, as it needs to be removed in the pre-handling process - 

making the production process more complex relative to Enviro’s process. We understand 

the produced carbon black is of the same sort as its competitors. The company has no 

strategic partnerships with any major tyre manufacturer. 

Bolder Industries 

Bolder Industries produce rCB using pyrolysis, founded in 2011. The company is based in 

Maryville, US, where it has a production facility. Bolder’s product is called BolderBlack and has 

made its way into more than 300 products, including tyres, construction materials and waste 

containers – however, the company does not hold any strategic partnership with any tyre 
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manufacturer. We have not found any current production figures, but there are plans of 

opening 15 plants by 2026 and reusing 86m tyres (estimated capacity, kton), and USD 530m 

in revenue, and USD 350m in EBITDA. There are plans of a business combination with 

GigCapital2, making Bolder Industries becoming a public company. The enterprise value of 

the company would amount to USD 880m under the terms of the LOI.  

G3C 

G3C produces rCB using a pyrolysis-based technology based in New Jersey, USA and has an 

R&D team in Georgia. The company was founded in 2015 and aims to recycle ELTs to 

produce rCB, TPO, and steel. The company does not currently hold any production facility 

apart from small-scale R&D. We do understand, however, that the company has signed an 

MOU regarding a JV installation of a 30k ton plant in Poland, together with a local ELT 

recycler. The company has no strategic partnerships with any major tyre manufacturer. 

Environmental waste international  

Environmental Waste International produces rCB using a reverse polymerisation process. The 

company is based in Canada and was founded in 1994. In 2012 EWI built a pilot plant in 

Ontario that they operated for 5 years, demonstrating its capabilities. EWI produces rCB, TPO, 

and steel. We understand the company does not have any production facility up and running. 

However, an agreement has been made with danish financial investors (wind power, solar) 

WindSpace to build a 30k ton plant in Denmark, with planned construction start during Q1’21.  

Enviro systems were initially involved in the project with WindSpace, during the process of 

choosing technology for the plant. We also understand Enviro systems were in the pole 

position for the project but withdrew as things started to emerge with Michelin. We find thus 

understandable and sound, as Enviro is a relatively small organisation and thus need to 

prioritise. Therefore, prioritising Michelin and signing a strategic partnership agreement 

should benefit Enviro far more in the long term. 
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Summary Redeye Rating 
The rating consists of three valuation keys, each constituting an overall assessment of several factors that are rated 

on a scale of 0 to 1 points. The maximum score for a valuation key is 5 points. 

 

People: 4 

 

Enviro has since 2001 developed its pyrolysis process, which evidently produces high-quality materials – which has been 

confirmed by Michelin. This gives us great belief in the people, as the founder is still active in the company (R&D manager) and 

CEO and CFO holds 5 years in their current positions, showcasing they can develop a technology to produce high-quality products. 

Furthermore, Enviro has attracted and successfully negotiated with Michelin, and is set to co-produce and co-own a production 

facility – a result of a demanding process that requires competences not often found in a relatively small organization as Enviro. 

However, given Enviro’s governance structure, a wide range of competencies can be found and utilized in the board of directors, in 

addition to management. Enviro is still in the inception of its commercialization phase, which makes it difficult to assess the track 

record of Enviro’s management, however, it looks solid to this date. To raise the score to a five, we would like to see a successful 

rollout of the commercialisation phase. 

 

Business: 3 

 

We believe Enviro is in an excellent position to benefit from several sustainability- and ESG trends in several markets. Enviro has a 

strong value proposition for customers and partners, offering plants with attractive margins and short payback times – whilst 

solving the environmental issue caused by ELTs. However, to this date, the business model is relatively unproven as Enviro is  just 

entering its commercialisation phase, therefore scoring low in our rating system. However, future demand is expected to be very 

high, and we consider Enviro to possess several moats such as high product quality due to its patented pyrolysis process, and  its 

partnership with Michelin, which we believe puts Enviro in the pole position. 

 

Financials: 2 

 

Enviro is now on the verge of fully commercializing its patented ELT pyrolysis technology. However, historical sales figures have 

been very low, and earnings deep in the reds – 2020 recorded a loss of SEK -50m. Without significant sales and so far, only 

negative earnings and cash flows, Enviro scores low in Financials category. We expect the company to rapidly grow sales over 

time from its current levels as plants are consecutively installed, while we also view additional funding necessary before break-

even. 
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PROFITABILITY 2019 2020 2021E 2022E 2023E 

ROE -28% -33% -45% -94% 0% 
ROCE -27% -32% -36% -43% -35% 
ROIC -45% -46% -48% -54% -43% 
EBITDA margin -2912% -2453% -2199% -2077% -1163% 
EBIT margin -4080% -3302% -2962% -2737% -1737% 
Net margin -4110% -3316% -3058% -2901% -1950% 

 

Please comment on the changes in Rating factors…… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INCOME STATEMENT 2019 2020 2021E 2022E 2023E 
Net sales 1 2 2 2 2 
Total operating costs -33 -39 -39 -43 -29 
EBITDA -32 -37 -38 -41 -26 
Depreciation -6 -6 -12 -12 -12 
Amortization -7 -7 -1 -1 -1 
Impairment charges 0 0 0 0 0 
EBIT -44 -50 -51 -54 -39 
Share in profits 0 0 0 0 0 
Net financial items 0 0 -2 -3 -5 
Exchange rate dif.  0 0 0 0 0 
Pre-tax profit -45 -50 -52 -57 -44 
Tax 0 0 0 0 0 
Net earnings -45 -50 -52 -57 -44 
 

 

BALANCE SHEET 2019 2020 2021E 2022E 2023E 

Assets      
Current assets      
Cash in banks 59 40 33 25 9 
Receivables 2 2 0 0 0 
Inventories 1 2 0 1 1 
Other current assets 1 1 5 6 6 
Current assets 62 45 39 31 17 
Fixed assets      
Tangible assets 70 71 64 57 70 
Associated comp. 0 0 0 0 0 
Investments 0 0 0 0 0 
Goodwill 5 4 4 4 4 
Cap. exp. for dev.  0 0 0 0 0 
O intangible rights 39 38 36 35 34 
O non-current assets 0 0 0 0 0 
Total fixed assets 114  112  104 96 108 
Deferred tax assets 0 0 0 0 0 
Total (assets)  177 157 143 127 125 
Liabilities      
Current liabilities      
Short-term debt 3 3 35 67 100 
Accounts payable 3 3 10 11 13 
O current liabilities 7 8 0 0 0 
Current liabilities 14 14 45 78 112  
Long-term debt 4 1 9 17 24 
O long-term liabilities 0 0 0 0 0 
Convertibles 0 0 0 0 0 
Total Liabilities 18 15 53 95 137 
Deferred tax liab 0 0 0 0 0 
Provisions 0 0 0 0 0 
Shareholders' equity 159 142 89 32 -12 
Minority interest (BS) 0 0 0 0 0 
Minority & equity  159 142 89 32 -12 
Total liab & SE 177 157 143 127 125 
 

 
FREE CASH FLOW 2019 2020 2021E 2022E 2023E 
Net sales 1 2 2 2 2 
Total operating costs -33 -39 -39 -43 -29 
Depreciations total -13 -13 -13 -13 -13 
EBIT -44 -50 -51 -54 -39 
Taxes on EBIT 0 0 0 0 0 
NOPLAT -44 -50 -51 -54 -39 
Depreciation 13 13 13 13 13 
Gross cash flow -32 -37 -38 -41 -26 
Change in WC 1 -1 -2 1 1 
Gross CAPEX -11 -11 -5 -5 -25 
Free cash flow -42 -49 -45 -45 -51 
 
CAPITAL STRUCTURE 2019 2020 2021E 2022E 2023E 
Equity ratio 90% 90% 63% 25% -10% 
Debt/equity ratio  4% 3% 49% 262% -

1,024% Net debt -52 -36 11 59 115  
Capital employed 108 106 100 91 103 
Capital turnover rate 0.0 0.0 0.0 0.0 0.0 
 
GROWTH 2019 2020 2021E 2022E 2023E 
Sales growth -4% 38% 14% 15% 15% 
EPS growth (adj) -67% -11% 5% 9% -23% 
 

DATA PER SHARE 2019 2020 2021E 2022E 2023E 
EPS -0.10 -0.09 -0.09 -0.10 -0.08 
EPS adj -0.10 -0.09 -0.09 -0.10 -0.08 
Dividend 0.00 0.00 0.00 0.00 0.00 
Net debt -0.11 -0.06 0.02 0.10 0.20 
Total shares 464.66 580.83 580.83 580.83 580.83 
 
VALUATION 2019 2020 2021E 2022E 2023E 
EV -51.6 -35.6 1,242.1 1,290.6 1,346.1 
P/E 0.0 0.0 -23.5 -21.5 -27.9 
P/E diluted  0.0 0.0 -23.5 -21.5 -27.9 
P/Sales 0.0 0.0 718.7 625.0 543.4 
EV/Sales -47.3 -23.6 725.0 655.0 594.1 
EV/EBITDA 1.6  1.0 -33.0 -31.5 -51.1 
EV/EBIT 1.2 0.7 -24.5 -23.9 -34.2 
P/BV 0.0 0.0 13.8 38.4 -101.7  

 

SHARE INFORMATION   
Reuters code  SES.ST 
List  First North  
Share price  2.1 
Total shares, million  580.8 
Market Cap, MSEK  1231.4 
   
MANAGEMENT & BOARD   

CEO  Thomas Sörensson 
CFO  Urban Folcker 
IR  Alf Blomqvist 
Chairman  Alf Blomqvist 
   
FINANCIAL INFORMATION   
Q1 report  May 20, 2021 
Q2 report  August 26, 2021 
Q3 report  November 18, 2021 
FY 2022 Results  February 24, 2022 
   
ANALYSTS  Redeye AB 
Mattias Ehrenborg  Mäster Samuelsgatan 42, 10tr  
mattias.ehrenborg@redeye.se  111 57 Stockholm 
   
Henrik Alveskog   
henrik.alveskog@redeye.se   

 

SHARE PERFORMANCE  GROWTH/YEAR 18/20E 

1 month  -4.9 % Net sales 25.4 % 
3 month -14.9 % Operating profit adj 6.9 % 
12 month 783.3 % EPS, just -3.2 % 
Since start of the  year -10.2 % Equity -25.1 % 

 SHAREHOLDER STRUCTURE % CAPITAL VOTES 

Michelin 20.0 % 20.0 % 
Avanza Pension 6.5 % 6.5 % 
Nordnet Pensionsförsäkring 2.7 % 2.7 % 
Lennart Persson 2.1 % 2.1 % 
Pegroco Invest 0.9 % 0.9 % 
Conatum 0.8 % 0.8 % 
Leif Rydén 0.6 % 0.6 % 
Swedbank Försäkring 0.6 % 0.6 % 
Thomas Larsson 0.6 % 0.6 % 
Lars Thunell 0.5 % 0.5 % 
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Redeye Rating and Background Definitions 
Company Quality 

Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These 

are the building blocks that enable a company to deliver sustained operational outperformance and attractive long-

term earnings growth. 

 

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely 

accepted and tested investment criteria and used by demonstrably successful investors and investment firms. Each 

sub-category may also include a complementary check that provides additional information to assist with 

investment decision-making. 

 

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for 

each sub-category. The overall score for a category is the average of all sub-category scores, based on a scale that 

ranges from 0 to 5 rounded up to the nearest whole number. The overall score for each category is then used to 

generate the size of the bar in the Company Quality graphic. 

 

People 

At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business 

is a significant part of understanding the long-term drive of the company. It all comes down to doing business with 

people you trust, or at least avoiding dealing with people of questionable character.  

The People rating is based on quantitative scores in seven categories:  

• Passion, Execution, Capital Allocation, Communication, Compensation, Ownership, and Board.  

 

Business 

If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage 

customers, create value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing 

the business model inside out will provide you some level of certainty and reduce the risk when you buy a stock.  

The Business rating is based on quantitative scores grouped into five sub-categories:  

• Business Scalability, Market Structure, Value Proposition, Economic Moat, and Operational Risks.  

 

Financials 

Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the 

financial soundness of a business. Also, these ratios are key factors that will impact a company’s financial 

performance and valuation. However, you only need a few to determine whether a company is financially strong or 

weak. 

The Financial rating is based on quantitative scores that are grouped into five separate categories:  

• Earnings Power, Profit Margin, Growth Rate, Financial Health, and Earnings Quality.
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Disclaimer 
Important information  
Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic 
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance,  equity research and 
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful 
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Sw edish Financial 
Supervisory Authority. 
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments, 
prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial instruments on behalf 
of clients, place financial instruments without position taking, provide corporate advice and services within mergers and acquisition, provide services 
in conjunction with the provision of guarantees regarding financial instruments and to operate as a Certified Advisory business (ancillary 
authorization). 
 
Limitation of liability  
This document was prepared for information purposes for general distribution and is not intended to be advisory. The information contained in this 
analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward -looking 
information in the analysis is based on subjective assessments about the future, which constitutes a factor of uncertainty. Redeye cannot guarantee 
that forecasts and forward-looking statements will materialize. Investors shall conduct all investment decisions independently. This analysis is 
intended to be one of a number of tools that can be used in making an investment decision. All investors are therefore encouraged to supplement 
this information with additional relevant data and to consult a financial advisor prior to an investment decision. Accordingl y, Redeye accepts no 
liability for any loss or damage resulting from the use of this analysis. 
 
Potential conflict of interest  
Redeye’s research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure the 
objectivity and independence of its analysts. The following applies: 
• For companies that are the subject of Redeye’s research analysis, the applicable rules include those established by the Swedish Financial 

Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore, Redeye employees 
are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its analysis plu s one trading 
day after this date. 

• An analyst may not engage in corporate finance transactions without the express approval of management and may not receive any 
remuneration directly linked to such transactions. 

• Redeye may carry out an analysis upon commission or in exchange for payment from the company that is the subject of the analysis, or 
from an underwriting institution in conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing. Readers of 
these reports should assume that Redeye may have received or will receive remuneration from the company/companies cited in the report 
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