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We view water as a long-term investment theme that impacts many industries. This 
piece reviews the importance of water to life and the economy and highlights major 
investment implications.

BACKGROUND

The importance of water continues to  
make headlines, highlighted by Lake 
Mead—the largest reservoir in the United 
States—recently measuring at its lowest 
level ever at only 28% full. Meanwhile, 
France’s nuclear reactors can’t run at full 
capacity during an energy crisis because  
of high temperatures in river water. 

Water is critically important to the global 
economy. Ample clean water is vital for human 
health, industry, agriculture, and energy 
production. Yet, the world’s water systems 
face formidable threats due to unsustainable 
management and climate change. According 
to the World Resources Institute (WRI), as many 
as 3.5 billion people could experience water 
scarcity by 2025, while demand is projected to 
grow by up to 30% by 2050. 

Consequently, building a water-secure 
future is an important focus for countries, 
cities, and companies. This has broad-
based investment implications, given 
the importance of water to so many 
stakeholders. Companies providing 
treatment and purification technology, 
infrastructure and transport, drinkable  
water technology (such as desalination),  
and agricultural efficiency technology  
are all playing a role in building a water-
secure future. 

Discussed in this report are the industries 
that will play a major role in solving our 
water problems while the special boxes 
give background information on water, 
its sources and usage, the importance of 
water to industry, and what is being done to 
address the water problem. Please contact 
your Janney Financial Advisor for actionable 
investment ideas.

WATER UTILITIES

An important attribute for regulated  
water utilities is that regulators grant  
them exclusive rights to charge customers 
rates that allow them to earn a fair return  
on, and return of, the capital they invest to 
build, operate, and maintain their systems. 
This typically results in a steady return on 
equity for regulated utilities that supports 
their dividend. 

Under-investment remains a key challenge 
facing the water industry, with various 
states and regions facing water-quality and 
aging-infrastructure issues. Utilities benefit 
by replacing and upgrading decades-old 
infrastructure, which results in organic 
growth. They can also grow by acquiring 
small, typically municipal-owned water 
systems. In the U.S., roughly 85% of the 
population is served by a municipal water 
utility, offering a long runway of acquisition 
growth opportunities. Earnings growth is 
also supported by improving operations and 
maintenance efficiency.

The 2021 Bipartisan Infrastructure Law 
allocated $50 billion to water and the  
U.S. Environmental Protection Agency  
(EPA) is collaborating with all 50 states  
and respective local governments to  
ensure equitable allocation of the funds. 
The EPA sees industry consolidation of 
water utilities as one solution for municipal 
systems to benefit from private capital to 
improve water infrastructure. This legislation 
should provide an industry tailwind through 
greater regulatory support for capital-
spending projects.



WATER TECHNOLOGY

Water technology firms benefit from the developed 
world’s need to upgrade infrastructure and the 
developing world’s growing demand for fresh water and 
need for new infrastructure. Leading water technology 
companies utilize a wide range of equipment and 
solutions for the water industry. They help optimize 
transport, treatment, testing, and efficient use of water 
and wastewater for public utilities, as well as industrial, 
commercial, and residential customers. 

Their products include pumps, sensors, smart meters,  
and leak detection, as well as data-management tools  
and smart products to monitor and analyze data from 
all these products. Their products are often involved in 
mission-critical functions so that reliability is imperative. 
Highly engineered reliable products provide the 
competitive advantage for best-in-class firms.

PROJECT MANAGEMENT AND CONSULTING

Firms that provide consulting, engineering, program 
management, and construction management services  
are also well positioned to capitalize on the need  
for water system modernization, water scarcity, and 
resource management.

AGRICULTURAL TECHNOLOGY

Agriculture is the largest user of water globally, accounting 
for 70% of water usage. Agriculture is integral to the global 
water resource discussion, while the war in Ukraine has 
triggered a global food crisis—placing major urgency on 
the need for food security with millions of people globally 
being driven into extreme poverty because of food 
inflation. In addition, the World Bank estimates that demand 
for food will increase 70% by 2050, with at least $80 billion 
annual investments needed throughout the value chain to 
meet this demand.

The agricultural water challenge requires tremendous 
strides in productivity that can only be obtained by 
innovative technology, advanced machinery and 
communication equipment, supply chain optimization, 
infrastructure, and implementation of agricultural best 
practices around the world.

The following table discusses the role of industries 
improving agricultural productivity, which is critical over the 
coming decades to feed the world safely and adequately.

Industries That Are Improving Agricultural Productivity

Industry Ways it is Improving

Consumer 
Staples

These firms operate all along the agricultural value 
chain—from fertilizers and farm fields to the grocery 
store aisle and dinner table. The best-in-class firms 
utilize technology and modern infrastructure to 
optimize supply chains to deliver value-added products 
while maximizing efficiency and minimizing waste.

Machinery

These firms perform a critical role in improving the 
productivity of agriculture and water usage. They 
provide a wide range of agricultural equipment, 
including irrigation equipment, and enable the heavy 
infrastructure lifting across the globe.

Materials
These firms provide advanced seed technology, 
fertilizers, and crop-protection products that are 
critical for improving farmland yields.

Technology

These firms enable advanced infrastructure 
development and play a key role in improving 
agriculture and water productivity. They also develop 
the advanced wireless and wireline communications 
networks that will help optimize the global food chain.

Communication 
Services

Advanced communication infrastructure systems 
are required to optimize the global food chain, with 
wireless communication services and tower operators 
performing a critical role.

Utilities
Utilities play a key infrastructure role in the 
agriculture and water supply chain and will be critical 
for improving productivity.
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Importance of Water to Industry

While agriculture accounts for 70%, industry 19%, and households 11% of global water usage, all industries 
rely on water in some way. A company’s water footprint can be seen in four key areas of its value chain: raw 
materials, suppliers, direct operations, and product use. 

Food and beverage companies use water as an ingredient in the products they sell, but they also use it to 
irrigate, rinse, and clean crops, and to feed livestock. Metals and mining companies need water for dust 
control, drilling, and slurry when transporting products. In the tech industry, suppliers require ultrapure water 
for certain manufacturing processes, and data centers require water for cooling. Forest-products companies 
rely on water for making pulp and paper. Apparel companies rely on water to grow raw materials and wash 
garments. Even insurance companies are affected by water through claims related to water, such as crop-
production insurance. Water’s uses and effects are as varied as business itself.

As water stress grows, businesses face the physical risk of having too little water, regulatory risk of water 
restrictions, environmental reputational risk, and stakeholder risk as investors emphasize sustainability.

Companies are addressing these risks on multiple fronts. They are mapping water usage against regions with 
heightened water risk, implementing water measurement and reporting practices, aggressively identifying and 
eliminating water leaks in their operations, and introducing new technologies that reduce water stress. They are 
also using their influence to ensure suppliers are equally rigorous about their own contributions to water stress. 

Water Availability & Usage

The supply of fresh water has been steadily decreasing, while demand has been steadily rising. In the 20th 
century, the world’s population quadrupled—but water use increased sixfold. While most of the planet is 
covered in water, more than 97% of it is salt water. Fresh water accounts for the rest but most of it is frozen 
in glaciers, leaving less than 1% of the world’s water available to support human and other life forms. 

Every year, we withdraw 4.3 trillion cubic meters of fresh water from the planet’s water basins. Agriculture 
accounts for 70% of the withdrawals, industry 19%, and households 11%. These percentages vary with 
industrial usage of 37% in the U.S. almost as high as agricultural at 40%. China’s withdrawals are 65% 
agriculture, 22% industrial, and 13% for households, while India uses 90% for agriculture with only 2%  
for industry. 

The availability of fresh water also varies greatly by location. Most of the world’s fresh water is divided among 
410 named basins, which are areas of land where all water that falls or flows through that region ultimately 
ends at a single source. These include the Huang He, Nile, Colorado River, Indus, and many others. 

Of these 410 named basins, almost a quarter (90) are considered “high stressed” (meaning that their ratio 
of total annual withdrawals to total available annual supply exceeds 40%. These 90 highly stressed basins 
account for just 13% of the total area of named water basins but account for 51% of withdrawals. About half 
are located in three countries with enormous water needs and high economic activity: China, India, and the 
United States.
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Water Stress Reduction Methods

In any geography, water stress can be reduced by measures ranging from common sense to cutting-edge. There 
are many solutions involving numerous industries and companies. WRI highlights three important methods:

1.  Increase agricultural efficiency. The world needs to make every drop of water go further in its food 
systems. Farmers can use seeds that require less water and improve their irrigation techniques by using 
precision watering rather than flooding their fields. Financiers can provide capital for water productivity 
investments, while engineers can develop technologies that improve efficiency in agriculture. And 
consumers can reduce food loss and waste, which uses one-quarter of all agricultural water.

2.  Invest in grey and green infrastructure. Water stress can vary tremendously over the year. WRI and 
the World Bank’s research shows that built infrastructure (like pipes and treatment plants) and green 
infrastructure (like wetlands and healthy watersheds) can work in tandem to tackle issues of both water 
supply and water quality.

3.  Treat, reuse and recycle. Wastewater can be treated and reused to create a “new” water source. There 
are also useful resources in wastewater that can be harvested to help lower water treatment costs. For 
example, plants in Xiangyang, China, and Washington, D.C., reuse or sell the energy- and nutrient-rich 
byproducts captured during wastewater treatment.

Source: World Resource Institute

High Water Stress is a Major Global Problem



Disclaimer

This report is provided for informational and educational purposes only and shall in no event be construed as an offer to sell or a solicitation of an offer to 
buy any securities or a recommendation for any strategy or to buy, sell, or hold any product. Opinions expressed are subject to change without notice and 
do not take into account the particular investment objectives, financial situation, or needs of individual investors.

Employees of Janney Montgomery Scott LLC or its affiliates may, at times, release written or oral commentary, technical analysis, or trading strategies that 
differ from the opinions expressed here. The information described herein is taken from sources which we believe to be reliable, but the accuracy and 
completeness of such information is not guaranteed by us. The opinions expressed herein may be given only such weight as opinions warrant. This Firm, 
its officers, directors, employees, or members of their families may have positions in the securities mentioned and may make purchases or sales of such 
securities from time to time in the open market or otherwise and may sell to or buy from customers such securities on a principal basis. This report is the in-
tellectual property of Janney Montgomery Scott LLC (Janney) and may not be reproduced, distributed, or published by any person for any purpose without 
Janney’s prior written consent.

This presentation has been prepared by Janney Investment Strategy Group (ISG) and is to be used for informational purposes only. In no event should it be 
construed as a solicitation or offer to purchase or sell a security. Past performance is no guarantee of future performance and future returns are not guar-
anteed. There are risks associated with investing in stocks such as a loss of original capital or a decrease in the value of your investment. For additional 
information or questions, please consult with your Financial Advisor.

© JANNEY MONTGOMERY SCOTT LLC  •  MEMBER: NYSE, FINRA, SIPC  •  REF. 864650-1122  •  PAGE 6 OF 6


