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  Market opportunity in the activated carbon 

segment 

 Regulatory compliance for drinking water 

 Stable future cash flow with long term contracts 

 Growth opportunity in ballast water treatment 
  

Company Description:   

Calgon Carbon Corporation was founded in 1942 and is headquartered in Pittsburg, Pennsylvania. It provides services 

and solutions for purifying water and air, food, beverage, and industrial process streams primarily in the United States, 

Europe, and Japan. The company operates in three segments: Activated Carbon and Service, Equipment, and Consumer. 

The Activated Carbon and Service segment manufactures and markets granular and powdered activated carbon for use in 

applications to remove organic compounds from liquids, gases, water, and air. The Equipment segment offers adsorption 

systems that are used to control volatile organic compound emissions, off gases from air strippers, and landfill gas 

production; and liquid phase equipment systems for use in potable water treatment, process purification, wastewater 

treatment, groundwater remediation, and de-chlorination applications. This segment also provides UV oxidation 

equipment for taste and odor removal in municipal drinking water and for water reuse; Ionic Separator used for the 

purification, separation, and recovery of products in the food, pharmaceutical, mining, chemical, and biotechnology 

industries. The Consumer segment offers carbon cloth that is activated carbon in cloth form for medical, military, and 

specialty markets. The company sells its products and services through a direct sales force and sales offices, as well as 

through a network of agents and distributors to potable water, industrial process, environmental water, and food.  
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Thesis 
 

Calgon Carbon Corporation (CCC) is the world’s largest 

producer of granular activated carbon. The firm solves 

customer purification and separation problems with a 

variety of technologies. CCC has a diverse product 

portfolio complemented by ultraviolet light and ION 

exchange. The company is a BUY because Calgon 

Carbon will benefit from the advance of the market for 

pure water and population growth. Compared to its 

peers, CCC represents good value in its industry and is 

well positioned to take advantage of the “ballast water 

treatment” opportunity. The company is poised for 

growth as it expects boom in demand for its products 

and is well placed to gain from its aggressive cost-

reduction actions, capacity expansion and contract wins. 

As you can see on the graph below, the company is 

present in diverse range of markets and its largest 

contributions are in drinking water and wastewater 

treatment. 

 

 

 

Market Opportunity 

 

Calgon Carbon Corporation manufactures activated 

carbon used in the purification, separation and 

concentration of liquids. The report “Global Activated 

Carbon Market Forecast and Opportunities” 1  projects 

activated carbon to grow at a CAGR of 10.8% in the 

next three years. Since the firm has a significant market 

share in this segment, CCC could benefit from an 

increase in demand for activated carbon from 2.7 billion 

pounds in 2012 to 4.5 billion pounds in 2017.   

                                                
1 http://www.researchandmarkets.com/research/587z5d/global_activated 

 
 

Thus, the company generates approximately 88% of the 

revenue from the activated carbon segment. Since the 

firm is already a leading manufacturer of activated 

carbon, CCC will be able to grow over 10% for the next 

few years. The report also outlines that the two major 

markets for activated carbon are Asia-Pacific and North 

America with more than 75% of the global sales in 2013. 

Calgon Carbon continues to develop its activated carbon 

segment because this product is an effective solution for 

air and water pollution control. Developed and 

developing countries are asking for this product because 

they want to comply with the regulations from the 

World Health Organization. The activated carbon is 

mostly used in controlling mercury emissions, as well as 

the treatment of drinking water and purification of air. 

The global market for activated carbon is expected to 

growth in the upcoming years because industries such as 

mining, food & beverages, pharmaceuticals and 

petrochemical are using it more frequently.  Currently, 

the company holds a patent that it enables the use for 

activated carbon to remove mercury.  

 

Regulatory compliance 
 

Recently, the US environmental Protection Agency has 

issued a rule regarding the Disinfection By-Products 

(DBPs)2. This agency of the US federal government has 

limited the use of disinfectants in order to decrease the 

risk of water contamination from the reaction of 

chlorine with organic material. According to the rule, the 

US should comply by the end of 2015. Thus, this 

compliance will increase the demand for granular 

activated carbon (GAC) as the company supplies high 

quality GAC that removes organic material. As you can 

see on the chart below, this is the process that CCC uses 

to deliver clean drinking water for society.  

                                                
2 http://water.epa.gov/lawsregs/rulesregs/sdwa/stage2/regulations.cfm 
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Every year demand is growing in developing countries 

such as China and India. Hence, those countries are 

encountering water crisis in rural as well as urban areas 

and this is an opportunity for the company to expand its 

business in those regions. Thus, Calgon Carbon will 

benefit from this increase in demand and the mounting 

environmental pollution. In fact, governments are trying 

to save the planet from deteriorating quality of water, so 

they are enacting policies to limit pollution levels. The 

rising environmental awareness is triggering the demand 

for solutions that will reduce the negative effects of 

environmental pollution.  

 

Stable Future Cash Flows 

 
Calgon Carbon Corporation has been able to secure its 

future growth. As a matter of fact, the firm has signed 

long-term contracts with several clients. Those long-term 

contracts will make cash flow stability stronger for 

Calgon Carbon. According to the company’s 

presentation, the table below shows that almost all 

contracts length is 10 years.  

 
 

As discussed earlier there is an increasing demand for 

granular activated carbon and potable reactivation, CCC 

will most likely benefit from a flow in long-term 

contracts. Thus, the company can achieve a strong 

growth momentum as long as it continues establishing 

contract length of more than 10 years. Recently, the firm 

has been able to sign a contract with the municipality of 

Seoul City in South Korea in order to supply 7 million 

pounds of granular activated carbon. South Korea 

selected Calgon Carbon because the country believes 

that the firm has an advanced manufacturing process 

that meets the requirements in the drinking water 

treatment industry3.  

                                                
3 http://www.pghtech.org/news-publications/techburgher/calgon-

carbon-awarded-second-major-contract-in-2014-for-drinking-water-
treatment-in-south-korea.aspx#.VQ9hRZOG_dJ 

 

Growth Opportunity in Ballast water 

treatment 
 

Calgon Carbon pays close attention to the subject of 

ballast water and the negative impact on the marine 

environment. Cruise ships, large tankers, and bulk cargo 

carriers use water as ballast to increase stability and 

improve fuel efficiency. As you can see on the image 

below, the process of ballast tanks is explained.  

  
 

Ships will often fill and empty their ballast tanks relative 

to their cargo weight. When those ships empty their tank 

in different regions, they introduce non-native species 

that could harm marine line. Hence, the Marine 

Environment Protection Committee and the US Coast 

Guard decided to issue ballast water management 

regulations that will require ships to treat their ballast 

water before draining it. The new regulations are 

expected to go into force within next year and there is a 

market opportunity for CCC out there. According to 

Bloomberg, ballast water treatment “market may reach 

as much as $3.14 billion by 2023, up from about $466.6 

million this year”4. Calgon Carbon will benefit from this 

new market because ships in US waters will be required 

to equip themselves with ballast water treatment systems. 

In fact, the firm acquired Hyde Marine in 2010 as it saw 

a market potential in the long term. The solutions that 

Hyde Marin offers are less costly than the competition 

and can service most ship types. Thus, this acquisition 

will enable CCC to be a world leader in ballast water 

treatment systems and evolve into one of the most 

exciting long-term market opportunities.  

    

 

 

 

                                                
4 http://www.bloomberg.com/news/articles/2013-12-

05/ballast-water-treatment-market-seen-exceeding-3-billion 
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Financials & forecasts 

 

Calgon Carbon Corporation continues achieving 

significant improvement from the periods of 2013. At 

first glance, the company seems to be undervalued and 

more attractive than its peers. CCC is trading at a 2016 

PE of approximately 17, which makes it attractive 

because the company’s PEG ratio is at 2.86. Thus, the 

stock is undervalued and there is a positive momentum 

in the long term. Currently, the company is trading near 

the 52 week low so it is a good opportunity to consider 

CCC as an investment perspective. Calgon Carbon 

generated an operating cash flow of $84.3 million for 

2014 and a positive free cash flow that increased by 74% 

from 2012 to 2014. Also, the firm has a debt that does 

not exceed $30 million without any debt servicing 

pressure. The company announced on February 19th, 

2015 that it will start paying a dividend of 5 cent per 

share. Thus, Calgon Carbon is confident that it will have 

enough cash in the future to keep sustaining the dividend 

payment. Overall, the pro-forma has a conservative 

approach with an upside potential of almost 13% and a 

price target of $23.20.  

 

Conclusion 
 

Calgon Carbon has an interesting growth opportunity. 

As a matter of fact, the company is actively improving 

itself in the activated carbon segment and preparing its 

products to comply with the international regulations. 

CCC can be considered a long-term investment because 

it is well positioned to take advantage of the standards 

about air and water pollution. The management team of 

the company looks forward to succeed in the future that 

is why they realize strategic acquisitions that could 

benefit the company. The ballast water market is a 

growing opportunity and Calgon Carbon seems to be 

well prepared to outperform its peers. The global water 

crisis is one of the biggest challenges and this represent a 

high growth opportunity in emerging markets for the 

firm. The stock has the potential to achieve high returns 

in the next 5 years and for these reasons Calgon Carbon 

Corporation is definitely a BUY. 
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