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Water - we have a problem… 

• 2.5bn people lack access to adequate sanitation 

• 750m people lack access to clean water 

• Women and children spend 140 m hours each day collecting water.  

• For every $1 spent on water and sanitation there is a $4 

economic return 

 

Sources: 

World Health Organisation/UNICEF Report 2014 

World Health Organisation 2012 
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Water and climate change 

• Increased frequency and magnitude of droughts and floods 

• Increased number of the global population living in water stressed or water scare 

regions 

• Changes in seasonality and intensity of precipitation  

• Decline in water quality due to increased pollution 

• Examples of business impact:  

- Decrease in water permits 

- More stringent regulations 

- Higher costs for water and services around it 

- Growing community opposition 

- Increased public scrutiny of corporate water practices 

- Growing demand for water efficient products and technologies 
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A natural capital approach; forests and water  

Deforestation and 

drought, examples from 

Brazil:  

• Arabica coffee price 

• Raizen job cuts over 

drought 

• Colgate Palmolive 

investment into water   

Sources: 

Raizen; CDP 2015 Disclosure 

Colgate Palmolive: CDP 2015 Disclosure 
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A natural capital approach; California 

Drought leads to:  

• Localised job losses  

• Impacts on agriculture and food 

production  

• Impacts on global commodity 

prices  
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Tougher regulation  

Sources: 

Rules; Federal Register, Vol.80, No. 124, June 2015 

2013-2014 Key Water Policies Review; Dawn McGregor, China Water Risk, March 2014 

The EU Water Framework Directive - integrated river basin management for Europe; European Commission , November 2015 
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Investment research is responding 

Sources: 

Broken Models? Economics and ecosystem services; Alliance Trust, Newton Investment Management and Schroders 2013 

Natural Capital and the economy: Natural Capital, Identifying implications for economies; HSBC Global Research  Nov 2013 

Blue Revolution – global water primer; BoAML Apr 2014 

Food Producers: Water as a Risk to Valuation; Morgan Stanley Feb 2015 

Power Generation Utilities; Navigating Global Water Risk; Morgan Stanley and CDP, December 2014  
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Focus on core value drivers - Textiles 
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Need the mechanisms to Natural Capital 



Water and COGS: raw material prices 
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Source: Bloomberg, as at 15th January 2015 
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Water and COGS: manufacturing costs 

We have examples of greatness 

• How much of this technology is 

deployed? 

• In which river basin? 

• What is the impact on COGS? 

• Have you audited that data? Sources: 

Nike Colordry; Nike, December 2013 

Levi’s Water<Less Jeans, Levi Strauss & Co, 2013  



Quantifying = narrative benchmark 
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Source: Integrating water into investment decisions; Alliance Trust Investments and Emma Lupton, 2015 



Focus on the mechanism = core vale drivers 
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Source: Integrating water into investment decisions; Alliance Trust Investments and Emma Lupton, 2015 



Even ground breaking integration 
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Source: Food Producers, Water as a Risk to Valuation; Morgan Stanley February 2015 



Relies on the narrative 
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Source: Food Producers, Water as a Risk to Valuation; Morgan Stanley February 2015 



What are companies doing? 
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Sources: 

Accelerating action CDP Global Water Report 2015; CDP 2015 

CDP Water Microsite; CDP, 2015 



Conclusion  

• We understand the problem 

• Businesses are coming to terms with the risks and opportunities 

• Great work is being done in investment research 

• We are identifying the mechanisms to integrate water into investment decisions. 

• But we need data that is: 

- Timely  

- Comparable 

- Audited 

- Localised 
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