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JUST ADD WATER!

Water scarcity a local problem right across the
globe, affecting the lives of millions of people as
well as dominating newspaper headlines and
political discourse. Around 1.2 billion people
worldwide live in areas of water scarcity and this
is forecast to grow to 1.8 billion by 2025.
UNESCO predicts that water scarcity in some
arid and semi-arid places will displace between 24
million and 700 million people by 2030. While
water scarcity is a major policy area for
governments and supranational organisations,
what does it mean for investors? Should investors
look to capitalise on this thematic and specifically
target water assets?
This feature article considers the ‘investability’ of
water, including how investors can potentially
access an exposure to water and whether the
long-term risk adjusted returns make it an
allocation worth considering within a broader
diversified portfolio. We consider water from a
supply side perspective, and how water scarcity

and a changing global climate will fuel a new wave
of water infrastructure opportunities around the
world, aimed at improving water efficiency and
equity. We also consider water from the
demand side, looking at market mechanisms
implemented to enhance the efficiency of water
allocation and measures to increase water
conservation. As part of this, we take a deep
dive into water markets, specifically a case study
on one of the most developed water markets in
the world - the southern Murray Darling Basin in
Australia.
Our investment analysis is underpinned by the
‘specialness’ of water that makes it different to
other commodities and indeed any other
investment - that water is essential to human life
and access to water is a basic human right.
These unassailable facts mean water investment
has a complex moral aspect that should not be
underestimated by investors.

1

WATER SCARCITY

Water is a finite resource with no substitute.
Water can also be considered a renewable
resource as it can be used over and over,
replenishing itself through the natural processes
of evaporation and condensation. Whilst on the
surface our blue planet appears to have an
abundance of water, saltwater makes up 97.5 per
cent of the earth’s water, and most of the
remaining 2.5 per cent is locked away as
groundwater or glaciers. In fact, only around one
per cent of the world’s fresh water is accessible.
Global demand for water is increasing primarily
driven by continued population growth, with the
number of people on the globe swelling from just
over three billion people in 1960 to almost
eight billion today. This expediential population
growth accompanied by rapid economic
development and industrialization has
transformed water ecosystems around the world.

population but only 7% of the world’s accessible
fresh water1.
In 2018, Cape Town came close to taking out
the dubious honour of being the world’s first big
city to run out of water, saved at the eleventh
hour by drought breaking rain. Water
restrictions remain in Cape Town today and
residents have adapted to ongoing water scarcity
through conservation. This story is likely to
become more common as the climate changes
and both population and rates of urbanisation
increase – as demonstrated in Figure 1 below,
which identifies global cities at risk of running out
of water – and will drive water conservation as a
key climate change adaption method advocated
(and sometimes mandated) by governments.

Furthermore, changing global demographics also
play a significant role, with the burgeoning middle
classes of China and India fuelling our everincreasing demand for water. For example,
China has more than 20% of the world’s
1
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Figure 1: Global cities considered most likely to run out of water

Source: BBC, Whitehelm Advisers

While the Food and Agriculture Organisation of
the United Nations (FAO) estimates that there will
be enough water to feed the world’s population
out to 2050, an increasing number of regions will
face growing water scarcity and this will impact
rural and urban livelihoods, food security and
economic activities.2
So, while in aggregate there appears to be enough
freshwater on the planet to support the global
population for now, going forward it is likely that
dry areas will not have access to enough water and
wet areas will have too much. This regional effect
will be further enhanced by climate change, with
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dry areas getting drier and wet areas becoming
wetter.
Scarcity fuels competition – and this has certainly
been the case with water. Supply side solutions
include water storage and transmission
infrastructure and technology to reduce water
evaporation, while demand solutions include the
establishment of water markets in some
jurisdictions and enforceable water restrictions.
As such, we ask the question – is there is an
opportunity for investors to play a role in solving
the puzzle of water scarcity while pursuing their
own investment objectives?

http://www.fao.org
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IS WATER AN ASSET CLASS?

Water is a homogeneous commodity but water
as an asset class is not. For investors, a water
exposure will have different characteristics
depending on how and where the investment is
made. And while water is arguably a precious
commodity, there are no deep global markets
for water investments like there is for oil and
gold. One of the key reasons for this are the
challenges and costs of moving water across
geographies.
We consider several ways for investors to
access an exposure to water. The easiest,
quickest and least costly way for investors to
take on a water exposure is via water exchange
traded funds (ETF’s). By buying water ETF’s,
investors can get a broad exposure to listed
water companies around the world, including
utilities and industrials as well as companies that
stand to benefit from water related
developments.

3

The second way investors may get an exposure
to water is to invest directly in water
infrastructure. There are many water
infrastructure assets available for investors right
now, including privatised water utilities about
which Whitehelm Capital has published several
pieces on3. However, growing global water
scarcity and climate change adaption will
require new solutions for water capture,
treatment and distribution and we consider
these opportunities as a way for investors to
take on a water exposure, albeit less directly.
Such investments could prove to be worthy
additions to investor portfolios if they exhibit
the traditional characteristics of infrastructure –
being a high initial capital cost, stable and
predictable cash flows, relatively low-price
elasticity of demand and a hedge against
inflation – as well as being underpinned by
themes of water scarcity and climate change
adaption. In addition, such infrastructure assets
are likely to exhibit strong ESG credentials.

https://www.whitehelmcapital.com
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And finally, while investors can get a water
exposure through a variety of agriculture
investments, we focus on how market
participants can get a direct water exposure by
buying water rights – that is, to acquire the
right to use an amount of water at a particular
time and place, and to retain the benefits of
that use4. We consider this type of investment
through a case study on the Australian water
markets. An investment in water rights has the
potential to provide returns uncorrelated to
other more traditional asset classes as therefore
add portfolio diversification benefits.
Direct investment or buying listed water
exposure?
Water ETF’s provide investors with a broad,
low-cost exposure to globally listed companies
that focus their efforts on water treatment,
distribution and sales. While limited to the
water sector, these ETF’s cover an array of
companies

- including those bottling water for sale to
public water utilities. Figure 2 below shows
how three of the largest water ETF’s have
performed over the past five years compared
to the S&P 500. Invesco Water Resources
(blue line) tracks the NASDAQ OMX US
Water Index, 35 mostly mid to large cap US
water stocks including machinery (27%) and
utilities (22%).
Invesco Global Water (black line) tracks the
NASDAQ Global Water Index and so includes
global water stocks (although is still made up of
around 55% US domiciled names). This ETF is
more heavily weighted to water related
industrials (43%). Finally Invesco S&P Global
Water Index ETF (red line) tracks the S&P
Global Water Index, a collection of around 50
global water stocks, around half of which are
traded in the US and includes utilities (46%) and
water related industrials (40%).

Figure 2 – Water ETF’s vs S&P500 2014-2020, indexed from September 2014
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Source: Bloomberg, Whitehelm Advisers
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Despite their positive returns over the past five
years, these ETF’s have all underperformed
broader US equities, as illustrated in Figure 2.
This underperformance is not surprising given
that strong S&P results over the past several
years has been largely driven by growth stocks
particularly the FAAMG stocks of Facebook,
Amazon, Apple, Microsoft and Alphabet’s

Google which now make up make up a record
18% share of the S&P 500 Index's capitalization.
As further evidenced in Table 1 below, these
ETS’s are also highly correlated to the broader
market. As such, the diversification benefits of
including these into a broader diversified
portfolio are muted.

Table 1 – Correlation of water ETF’s to the S&P500 over the past five years
INVESCO WATER
RESOURCES

INVESCO GLOBAL WATER

INVESCO S&P GLOBAL
WATER

0.96

0.90

0.97

Source: Bloomberg, Whitehelm Advisers

However, if you believe the fundamentals on
water scarcity, these ETF’s may present long
term value for thematic investors wanting to go
long on the water sectors. US water utilities
have typically traded at a premium to the
market, reflecting their stable cashflows, inelastic
demand and the political power and sensitivity
of these companies.
We continue to be of the view of that listed
infrastructure – including water – are defensive,
income yielding equities that can provide a
liquid proxy for real assets as well as
diversification benefits and potential downside
protection relative to global equities. We
consider that water ETF’s may also be an
option for investors in the cases where there
are not appropriate ‘real assets’ for sale at the
right price and time, if an investor wants to
enhance liquidity or if they wish to change the
geographic make up of their portfolio.
However, consistent with the broader asset
class, we consider unlisted water infrastructure
to be superior asset classes on a risk-adjusted

basis over the full market cycle when compared
to their listed counterparts and for this reason,
we now consider this investment type in more
detail.
Global water scarcity –supply considerations
for infrastructure investors
Water scarcity – fuelled by continued
population growth and coupled with a globally
warming climate change - provides an
opportunity for investors with an appetite for
long term water related infrastructure assets.
These opportunities may include the
construction of new water storage facilities,
new pipelines to move water to areas of
greater need as well as water treatment
facilities.
Furthermore, many water, wastewater and
stormwater assets globally are approaching the
end of their useful life. In addition, some
existing water infrastructure are simply not
capable to addressing the new challenges facing
the water sector, including increased population
6
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and greater urban population density. As such
there is opportunity for investors to be
involved with updating and replacing these aging
assets.
Further, any large scale shifting of water
between uses and locations – which is a feasible
long-term scenario across the globe due to the
impact of wet areas becoming wetter and dry
areas becoming drier - shifts economic activity.
The implications of this for investors are
twofold. Firstly, there is a risk of stranded
assets in locations where economic activity
reduces. But there is also the need for new
infrastructure such as transport and
telecommunications5 in areas that are the
beneficiaries of water flows and the associated
increased economic activity.
Desalination plants are an obvious
infrastructure solution to water scarcity. There
are around 20,000 desalination plants globally
that produce over 90 million cubic metres of
water every day. Around 78 million people rely
on such desalinated water every day6.
However, desalination plants are energy
intensive and have high carbon emissions
(unless powered by renewable sources). They
have a high upfront capital cost, high operating
costs compared to other water treatment
processes and uncertain future cashflows.
Further, desalination plants must be located
near the coastline for saltwater access, so they
do not present a solution to water scarcity for
inland populations. Desalination plants are also

5
6
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vulnerable to technology that simplifies the
process. It is the implementation of this new
technology – for instance, the development of
metal-organic framework membranes that
would simplify desalination processes7 – that
may present future opportunities for investors.
Water can also be used as a renewable energy
source and remains an option for countries
currently relying on carbon intensive energy
sources to transition to a more sustainable
energy mix. Hydropower - where the energy
from flowing water is converted to electricity –
generated an estimated 4,200 terawatt-hours of
electricity globally in 2018. China, Brazil,
Canada and the US are some of the world’s
biggest producers of hydropower, and Australia
is currently looking to expand its pumped
hydro capability through Snowy 2.0 – despite
its A$5 billion price tag.
As evidenced by the expected cost of Snowy
2.0 in Australia, global hydropower assets has
the classic attributes of a infrastructure asset
given its high construction cost and essential
service, and therefore may present an
opportunity for infrastructure investors to help
governments suffering from already strained
balance sheets to finance these assets as
economies around the world transition away
from carbon intensive energy sources including
coal. Hydropower was proven to be popular
addition to the energy mix with 21.8 gigawatts
of new hydropower capacity installed globally in
2018 alone, as detailed in Figure 3 below.

7
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Figure 3 – Global hydropower capacity added in 2018 (Top ten countries, MW)
9,000

8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000
0

Source: International Hydropower Association, Whitehelm Advisers.

An idiosyncratic example of future water
related infrastructure spending is the sinking of
Jakarta, which is itself occurring due to water
scarcity. Water infrastructure in Jakarta has
failed to keep up with the city’s population
growth over the past decades. Residents and
businesses who were unable to access (or
afford) Jakarta’s urban water supply instead
sunk boreholes into underlying groundwater
supply. This widespread practice has resulted in
subsidence, literally the sinking of the land.
Some parts of Jakarta have sunk four metres
since the 1970’s, with Indonesia’s president Joko
Widodo announced in August last year that
Indonesia’s capital will be relocated to Borneo
Island.
So, there will be a new city to be built and an
old one to be repaired. What role investors
can play here is not yet clear but it is something
to keep an eye on, even if it is through possible
future asset recycling initiatives undertaken by
the Indonesian government.

8

Finally, we note that water sector infrastructure
is particularly vulnerable to the physical risks of
climate change. It is therefore likely that
existing water infrastructure assets will require
additional investment to enhance their resilience
in the face of higher temperatures – which will
increase the amount of water lost through
evapotranspiration – as well as extreme
weather events such as floods, cyclones and
bushfires.
In addition, rising sea levels may also damage
water assets or disrupt wastewater treatment
processes given they are typically located in
coastal areas.8 Adapting water assets to be able
to cope with a changing climate is likely to be a
much less expensive undertaking than fixing
them up after the damage is done. Current
water asset owners would be well advised to
allocate capital to transition and adaptation to
ensure long term performance is protected.

https://www.infrastructureaustralia.gov.au
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Demand side responses to water scarcity
We consider two demand side responses to
water scarcity – water conservation measures
and the establishment of water markets, which
is designed to allocate water to its most
efficient use by pricing it.
Smart metering is the obvious way to
encourage or mandate water conservation.
Smart meters can measure different variables
including water quality, temperature, pressure
and consumption. By providing water users
with granular data on their water consumption
habits, smart meters are likely to drive much
more efficient water usage in households and
businesses. We have seen that smart meter
investments in the energy sector are
characterised by the hallmarks of core
infrastructure – stable cashflows, long term
contracts with blue chip counterparties,
supportive regulatory framework and the
provision of an essential service – and these
same attributes apply to smart metering
initiatives in the water sector.
Whilst smart meter infrastructure within the
energy sector has started to become a mature

9

market – smart water meters are still very
much in their infancy with significant grow
potential as both residential and commercial
users can benefit from accurate data capture
and billing as well as early leak and fault
detection. Market forecasters have predicted
that the global smart water metering market is
projected to reach US$9.6 billion in 2024 from
an estimated US$5.9 billion in 2019, equating to
a CAGR of 10.3% over the coming five-year
period. 9
Whatever form monetary policy takes over the
coming years, we expect that cash rates will be
at or close-to all-time lows. This is our central
case view, but note that there are other
scenarios that could play out that could see
inflation re-emerge (and push interest rates
higher). For example, a loss in central bank
credibility, potentially caused by the adoption of
leftfield policy ideas, MMT being an extreme
example, could see inflation rise out of control
very quickly. While low inflation and low
interest rates pose challenges for defensive
assets, so too would high inflation and high
interest rates.

https://www.marketsandmarkets.com
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BUYING WATER RIGHTS A CASE STUDY:
AUSTRALIA’S SOUTHERN
MURRAY DARLING BASIN

Water markets are another way to manage
demand for water, and this is done by setting a
price (just like other commodity markets).
There are several water markets in operation
around the globe including the US, Chile and
China, but those in Australia are considered the
most sophisticated and well developed. For this
reason, we consider the pros and cons of
buying water rights through the lens of the
water markets in Australia’s Murray Darling
Basin.
Australia’s water markets were set up in
response to increasing water scarcity, with the
objective of allocating water to its most efficient
use by setting a price. The rules and restrictions
that govern these markets have been developed
iteratively and adjusted over time, resulting in a
sophisticated and efficient trading regime
considered a blueprint for other jurisdictions
looking to establish a market-based solution to
water allocation.
In 2007, the Water Act 2007 was passed by
the Australian Parliament with support from
both the major parties. This legislation was
widely seen as acknowledgement that a new

paradigm for water management in the Murray
Darling Basin was required, after more than a
century of active government involvement. This
legislation required the establishment of the
Murray Darling Basin Authority (MDBA) and
the subsequent development of the MurrayDarling Basin Plan (MDBP).
The primary objective of the MDBP was to set
a limit on how much water could be extracted
from the Murray-Darling Basin for drinking,
irrigation, farming, manufacturing and mining
uses without adversely impacting the
environment and the functioning of the Basin’s
rivers, waterways, groundwater and wetlands
known as the Sustainable Diversion Limit.
Importantly, water rights have been ‘unbundled’
(separated) from land titles, providing existing
market participants with more flexibility as well
as opening up the markets to non-landholders,
including financial investors. It is also worth
noting that many water market participants did
not make an active decision to enter the
marketplace, but rather came to the market via
land ownership.
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Australia’s water markets are concentrated in
the Murray Darling Basin, the geographic area
shown in Figure 4 below. The Basin crosses
over five Australian states and territories —
Queensland, New South Wales, Victoria, South
Australia and the Australian Capital Territory
— and contains the Darling, Murray and
Murrumbidgee rivers. The southern Murray

Darling Basin (sMDB) is Australia’s most
significant water market and one of the worlds
most sophisticated water markets, unique
because it allows for relatively unconstrained
water trading between systems and across state
boundaries.10 80% of all Australia’s water
trading takes place in the sMDB11.

Figure 4 – Murray Darling Basin

Source: Geoscience Australia, Murray-Darling Basin Authority

Figure 5 below shows how the Australia-wide
water market has changed over time, in terms
of volume traded and volume weighted average
price (VWAP).
10
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Figure 5 – Entitlement trade volume and price history – Whole of Australia 2007/08 to now
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Source: Bureau of Meteorology, Whitehelm Advisers

We do caveat the numbers behind Figure 5,
however, noting these are summary numbers
across many different water markets (there is
no single national water market in Australia)
and that this data does not capture the entire
market. However, they do provide a flavour of
the volume and price increases water markets
in Australia have experienced since their
inception.
Australia’s water markets are made up of
entitlement markets and allocation markets.
Water entitlements are ongoing rights to water,
whereas water allocations are how much water
will be distributed to an entitlement holder in
any given year. Both entitlements and
allocations can be traded.
The geographic location of participants in the
entitlement market is unrestricted and can
include investors. Conversely, participants in
12

the allocation market must be hydrologically
connected so that the water allocation traded
can be physically transferred from the seller to
the buyer. For this reason, participants in the
allocation market tend to be limited to irrigated
agricultural producers and environmental water
managers. There are also differences in the
level of water security attached to entitlement
rights. This security – high, general and low provides an indication of the likelihood of
receiving a full water allocation in any given
year.
Australia’s water markets are estimated to have
a market value of more than A$55 billion and
turnover of water entitlement rights tend to
range between around A$1-3 billion annually.
It has been estimated that corporate nonlandholding entities comprise around 12% of
water markets in some areas12, and more

https://doi.org
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generally that investors are playing an increasing
role in Australian water markets.
The value of water entitlement rights currently
on issue in the southern Murray Darling Basin is
estimated to be around A$22.7 billion and the
value of entitlement rights traded over the year

to 30 June 2019 was A$699 million13. The
Aither Entitlement Index, which tracks the value
of entitlement rights in the southern connected
system and is shown in
Figure 6, recorded a 24 per cent increase over
this same 12 month period.

Figure 6 – Aither Entitlement Index, 2008-09 to 2018-19

Source: 2018-19 Aither Water Markets Report

Figure 7 – ASX 200, 2008-09 to 2018-19, indexed from July 2008
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The diversification benefits of investing in water
rights is clear when comparing the data in
Figure 6 to ASX 200 data for the same period
(contained in Figure 7). Water rights have a
low correlation to broader equity markets, and
this makes sense conceptually given the key
drivers of the water market, including weather
and climate conditions, government policy, shifts
in land use and commodity prices.
The world’s most mature water market but
still a long way from perfect
While the sMDB water markets are held up as
world-leading and considered mature in terms
of natural capital markets, there are still many
aspects that require further improvement and
development. A recent survey of market
participants14 identified several key areas that
require change or improvement, including
better dam storage and water trade data,
standardised market terminology (an anomaly
driven by the location of the MDB across so
many states and territories) and the
establishment of more robust market
infrastructure (for instance, an ASX style central
water exchange and clearing house).
Further, government water buybacks must also
form part of any investment analysis on
Australia’s water markets because of the
inherent risks they bring. Firstly, government
water buybacks have been shown to increase
water market volatility in terms of both price
and volume15. Furthermore, buybacks underline
the complexity of water markets by

14
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demonstrating that water rights are not a
simple property right (even if markets do
discount this sovereign risk to the extent that
participants can forget that it is exists) and that
ultimately water entitlements are a statutory
asset subject to the whims of the government
of the day.
So, there is still a way to go until Australian
water markets reach true maturity.
Conceptually, there is huge possibility for water
market development in Australia and across the
world. If we consider the general thesis that
climate change will make dry places drier and
wet places wetter, then the geographic
redistribution of water makes complete sense.
However, this concept becomes less viable due
to the huge volumes of water that would need
to be moved across long distances but even still
should not be discounted completely. But this
recent Australian summer has demonstrated
that unprecedented weather events are
possible, probable and conceivably the new
normal. If water scarcity continues to escalate
as predicted, and market mechanisms are still
considered by governments as the most
efficient way of allocating water to its highest
value usage, it is likely that new water markets
will be established, emerging water markets will
mature and greater hydrological connection will
be implemented in Australia and other
jurisdictions. And there is no doubt that there
is a role here for investors, in achieving their
own investment outcomes but also helping in
the development of the markets themselves.

15
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Feature Article: Modern Monetary Theory – Money for Nothing

THE ETHICS OF
INVESTING IN WATER

Investing in water comes with ethical
considerations. Arguably so do all investments
but this moral aspect seems more pronounced
for water. And the ethics are different,
depending on the way the investment is made
as well as its substance. For instance, private
owners of water utilities are at risk of
reputational risk in the case of water quality
issues. This has been highlighted in the UK and
at its most extreme, became the subject of calls
for renationalisation.
Investing in water rights is at the high end of the
ethical spectrum – it is a sticky topic, and the
stuff newspaper headlines are made of. And
there is very good reason for this - the

complex ethical aspects of water investment
must play a key role in any analysis. There is an
argument that investors can enhance liquidity in
water markets and by doing so, make water
markets function more efficiently. Indeed,
financial investors tend to behave differently
than other market participants, being more
likely to forward sell water entitlements than
their landowning counterparts and this can
positively impact water management of end
users by boosting supply in the temporary
market. But no investor wants to be the
subject of the dreaded ‘water baron’ headline,
like the one recently published by the Australian
in Figure 8 below.

Figure 8 – Headline from The Australian, 9 September 2019

Source: The Australian16

16
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And then there is the question of foreign
ownership of water rights. Arguably the risk of
adverse publicity relating to water market
investment is greater for domestic investors,
compared to their offshore counterparts. And
this is because the decisions made by water
market participants affect the day-to-day lives of
the people that live in the communities close to
these water markets (and other citizens too,
concerned about strategic issues including long
term food security).
However, investors who allocate capital to
water infrastructure designed to address water
scarcity or encourage water conservation are at

the other end of the moral spectrum. Investors
with an appetite and capital for water
infrastructure that helps transition the global
economy to low (or zero) carbon emissions
over the coming decades are really walking the
walk on the E in ESG. Governments can only
do so much in this area (or as much as their
parliament allows, as has been the case in
Australia) and by making decisions on capital
flows, investors can have a true impact on how
resilient the planet proves to be in the face of a
changing climate.
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CONCLUSION

The objective of this article was to start with
the facts around water scarcity and investigate
whether this meant water as an asset class
would make sense for investors, now and over
the longer term. But it is far more complicated
than that, water is essential to human life and
access to water is a human right. Water
infrastructure has been so successful in
developed countries – turn on a tap and out it
comes – that it is easy to forget how valuable
water is. Until of course it becomes difficult to
access.
Water is homogeneous as a commodity but
heterogeneous as an investment. There are
many ways to access a water exposure and we
have considered several as part of this analysis –
investing in water ETF’s, investing directly in
water infrastructure and buying water rights.
All these investments may provide investors
with access to the rewards of governments,
supranational organisations, companies and
people acting strategically in reaction to
increasing water scarcity and the changing
climate.

Water ETF’s present a quick, easy and low-cost
way for investors to take on a water exposure.
However, they are highly correlated to equities
and may not offer adequate diversity to
investor’s portfolios. However, these
investments may be more suitable for a
thematic investor or work as a short-term
parking bay for patient investors waiting for the
right direct water infrastructure opportunity.
And on that note, we consider that water
scarcity and a changing climate present a
significant opportunity for long-term
infrastructure investors.
Technology will be key to climate adaptation
and investors can expect to see increasing
opportunities to invest in more traditional
water infrastructure assets, albeit charged with
new technologies to make them more
sustainable and resilient.
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The question of investing directly in water rights
is less straightforward. To successfully navigate
the intricacies of these markets requires deep
market knowledge and experience. It is likely
that those who truly understand the many
nuances of these markets are those who have
been involved for a long period of time,
through the many iterations of market rules and
structures. The market data is improving but
there is still a lack of transparency. The role of
the government is fundamental and extensive
and the reputation risks for investors are real
and arguably these are higher for domestic
investors. However, investment in water rights
have proven to be a sound investment for
many, and there are likely to be future
opportunities.

However, there is no doubt that opportunities
currently exist and will continue to emerge
around the world for investors to ‘add some
water’ to their portfolios. But we also
consider that water – in whatever form that
takes – should only be part of a well-diversified
alternatives portfolio, and that the incremental
benefits of adding water may not justify the
asset class from a risk adjusted returns
perspective. Water assets that have a
monopolistic nature, robust cash flows and
government support could provide investors
exposure to the sector without bearing the
inherent risks associated with other agriculture
investments. Finally, by allocating capital to
water, investors strengthen their ESG
credentials by playing a practical role in helping
to solve the puzzle of global water scarcity.

CONCLUSION

Investing in water is a long-term proposition
that requires expertise and attention.
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