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Catalyst #1: Food insecurity

Heightened focus on resiliency due to Ukraine/Russia 
conflict and worsening droughts driving increased 
investment in water infrastructure and equipment

•   Food prices have soared following the commencement 
of the Ukraine/Russia war as those countries account for 
nearly 20-30% of global wheat and corn supply1

 –   Amplifying the crisis, farmers can’t fill the production 
shortfall due to the worsening drought in major 
producing regions across the world

 –  61% of total acreage in the US is in drought2

•   Food insecurity expected to persist for decades as 
result of growing demand, extreme weather events 
(i.e. droughts), increased water scarcity, and plateauing 
productivity

 –  70% of water use is from agriculture3

 –   Worldwide demand for fresh water has tripled during the 
last century and is now doubling every 21 years

Catalyst #2: Strong earnings outlook

Earnings in water sector have remained resilient 
despite the challenging economy and volatile 
market, with earnings growth remaining well above 
the broad market

•   Strong water fundamentals driving above-market 
growth of ~15%, outpacing S&P 500 earnings 
forecasts

•    Secular trends remain intact to support long-term 
investment in water infrastructure and technology, 
including:

 –  Government support (i.e. US Infrastructure bill)

 –   Corporate sustainability commitments (Net Zero 
Water)

 –   Climate resiliency spend (i.e. FEMA recovery 
efforts)

3 Catalysts for the water sector
Timely thematic topic:

As of 3/31/2022. Source: Bloomberg
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Near-term portfolio earnings growth
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1Bloomberg.com. 2Forbes.com. 3World Bank.
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Catalyst #3: Compelling valuations
Water sector valuation below historic norm on absolute and relative basis compared to broad equity markets

•   Secular tailwinds and strong earnings growth expectations mentioned on page 2 provide valuation support for water equities 
once broader equity market volatility subsides

•  Expect a number of portfolio holdings to benefit from stable growth outlooks as global economic growth slows in 2H 2022 
into 2023

As of 3/31/2022. Source: Bloomberg

S&P Global Water Index P/E Multiple vs. S&P 500
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Ecofin Advisors Limited (“Ecofin”) is authorized and regulated by the Financial Conduct Authority and is also registered with the U.S. Securities and Exchange Commission 
as an investment advisor. This commentary contains certain statements that may include “forward-looking statements.” All statements, other than statements of historical 
fact, included herein are “forward-looking statements.” Although Ecofin believes that the expectations reflected in these forward-looking statements are reasonable, they 
do involve assumptions, risks and uncertainties, and these expectations may prove to be incorrect; actual events could differ materially from those anticipated in these 
forward-looking statements as a result of a variety of factors. You should not place undue reliance on these forward looking statements, which speak only as of the date of 
this publication. Ecofin does not assume a duty to update these forward-looking statements. The views and opinions in this commentary are as of the date of publication 
and are subject to change. This material should not be relied upon as investment or tax advice and is not intended to predict or depict performance of any investment or any 
fund managed by Ecofin. This publication is provided for information only and shall not constitute an offer to sell or a solicitation of an offer to buy any securities.
It is not possible to invest directly in an index.


