
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This is a marketing communication. For professional investors only, not for retail investors. In Switzerland for qualified 
investors only. In Australia for wholesale clients only. 

Why is this important for investors? 
At abrdn, we recognise that water presents both 
investment risks and opportunities. The United Nation’s 
sixth sustainable development goal (SDG) is to “ensure 
availability and sustainable management of water 
and sanitation for all by 2030”. At the current rate of 
consumption, there will be a 40% gap between global 
water supply and demand by 2030.4 Closing this gap will 
require new infrastructure and upgrades. As investors, 
we have the potential to allocate capital to provide 
solutions to the global water crisis and support climate- 
resilient strategies, where this makes financial sense 
for our customers. In this way, we can help to finance 
a sustainable future. 

 
Opportunities 
Opportunities exist in identifying companies that 
have traditionally experienced high water demands 
but are effectively managing their water resources. 
These opportunities are not limited to such companies 
alone; they also extend to those involved in producing 
innovative products and solutions aimed at reducing 
water pollution, improving treatment processes, 
minimizing system loss, and mitigating the risks 
associated with flooding. 

 
Risks 
Human life is wholly dependent on access to water. 
Businesses can be both materially dependent on water 
and at the same time impact water quality and availability. 
Water availability is location-dependent and for activities 
that have high water use and dependency the potential 
risks increase when they are operating in areas of 
water stress. 
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1 World Bank (2019): Blogs.worldbank.org/opendata/7-things-you-may-not-know- 
about-water. 

2 United Nations Secretary-General’s Plan: Water Action Decade 2018-2028. 
3 United Nations – Sustainable Development Goals – Water Action Decade. 
4 www.worldbank.org/en/topic/water-in-agriculture. 
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The issue 
Water is one of the most valuable resources on the 
planet. However, it is also the most vulnerable to the 
effects of climate change. Water is vital to sustain life, 
communities, and economies. However, only a small 
percentage of the world’s water supply exists as 
freshwater (2.5%).1 This freshwater is unevenly 
distributed across the globe, and its availability 
varies geographically and fluctuates over time. 
In addition, various challenges further impact 
our ability to access freshwater. These include: 
the available supply of safe water and sanitation; 
pollution; increasing demands and pressure being 
placed on water resources and ecosystems, and an 
exacerbated risk of climate-related events such as 
droughts and floods.2 All of these challenges pose a 
threat to sustainable development. 

As populations rise around the world, demand 
for water increases alongside it. This means that 
water resources are under growing pressure 
from increased urbanisation, power-generation, 
food-production, pollution, and climate change. 
Water can pose operational and strategic risks for 
our investments, with the sources of risk ranging 
from the need for water in electricity production, 
to commodities and products’ dependency on 
water. Those sectors with high water consumption, 
and therefore greater exposure to water-related 
risks, include consumer staples (such as food, drink 
and tobacco), consumer discretionary, energy, 
industrials, materials and utilities. 

Rising water scarcity and the world’s growing 
population, combined with an increase in extreme 
climate-related events including floods and 
droughts,3 have heightened the material risks and 
urgency of making progress on this issue. 

http://www.worldbank.org/en/topic/water-in-agriculture


Our view and approach to investments 
At abrdn, we consider water risks systematically within our 
investment process and consider the substance and 
timing of those risks. 

To help assess the water risks of our investee companies, 
we focus on three key areas: 

Physical risks: These include potential natural disasters 
such as droughts or flooding. Other physical risks include 
a lack of sufficient water infrastructure and a declining 
water supply. 

Regulatory risk: Policy changes by governments and 
increases in tariffs may pose a threat to investee 
companies’ operations and value chains. 

Reputational risk: This includes exposure to violations 
relating to water pollution and sanitation, both of which 
can impact consumer trust. 

All of these risks can affect a company’s licence to operate, 
and in turn, its operational performance. In addition, 
water has often been treated as a “free” commodity. 
Businesses may face financial costs once a real price of 
water is accounted for as part of business operations. 

 
How do we ensure we consider water in our 
investment approach? 

1. Investment analysis 
We take a materiality approach to integrating ESG 
considerations into our investments. Where water is 
identified as a potential financial risk, we assess that 
risk through understanding our investments’ operations 
and how water-reliant these are. Factors we consider 
may include: 

1. Water-resource dependency – understanding where 
water risks lie in an investment’s value chain and what 
the financial implications are. 

2. Water-resource security – understanding the contextual 
and geographic issues that create water risks, including 
ease of access to water and exposure to pollution. 

3. Management’s response – assessing an investment’s 
resilience to risks and its mitigation strategies.5 

Through our thematic research, we also aim to translate 
high-level trends and risks to the security level and assess 
an entity’s overall risk exposure. 

In addition to water-related risks, we seek to identify 
opportunities, through investing in companies that provide 
solutions that address the global shortage of water. 

 
2. Engagements to encourage sustainable practices 
For our actively managed investments, engagement 
is an essential part of our process. Given the shared 
nature of water and the complex mix of social and 
environmental values involved, abrdn aims to capture risks 
through engagement and targeted discussions within 
each exposed sector. During engagements with 
companies identified as having material water risks, we 
assess their existing water risk disclosure practices. If 
disclosure is deemed inadequate or can be significantly 
improved, we press for stronger disclosure of water risks to 
enable better adaptation and mitigation responses.. 

 
3. Voting and shareholder resolutions 
Where engagement has limited success, we can use our 
influence through escalation via voting and support of 
shareholder resolutions. Our Investments Sustainability 
Group has a well-resourced active ownership function 
with dedicated proxy-voting capability that can provide 
thoughtful escalation on water-related matters. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

⁵ Ceres: Investor Water Toolkit: https://www.ceres.org/. 
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Investment involves risk. The value of investments and the income from them can go down as well as up and an investor may 
get back less than the amount invested. 
The information in this document is not for general circulation and should not be considered an offer, or solicitation, to 
deal in any funds. The information is provided on a general basis for information purposes only, and is not to be relied on 
as investment, legal, tax or other advice, as it does not take into account the investment objectives, financial situation or 
particular needs of any specific investor. 

Any research or analysis used to derive, or in relation to, the information herein has been procured by abrdn for its own 
use, and may have been acted on for its own purpose. The information herein, including any opinions or forecasts have 
been obtained from or is based on sources believed by abrdn to be reliable, but abrdn does not warrant the accuracy, 
adequacy or completeness of the same, and expressly disclaims liability for any errors or omissions. As such, any person 
acting upon or in reliance of these materials does so entirely at his or her own risk. Past performance is not necessarily 
indicative of future performance. Any projections or other forward-looking statements regarding future events or 
performance of countries, markets or companies are not necessarily indicative of, and may differ from, actual events 
or results. No warranty whatsoever is given and no liability whatsoever is accepted by abrdn, for any loss, arising directly 
or indirectly, as a result of any action or omission made in reliance of any information, opinion or projection made in 
this document. 

The information herein shall not be disclosed, used or disseminated, in whole or part, and shall not be reproduced, copied 
or made available to others. abrdn reserves the right to make changes and corrections to the information, including any 
opinions or forecasts expressed herein at any time, without notice. 

 
This communication constitutes marketing, and is available in the following countries/regions and issued by the respective 
abrdn group members detailed below. abrdn group comprises abrdn plc and its subsidiaries: 
(entities as at 04 December 2023) 

 
United Kingdom (UK) 
abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. 
Authorised and regulated in the UK by the Financial Conduct Authority. 

 
Europe1, Middle East and Africa 
1 In EU/EEA for Professional Investors, in Switzerland for Qualified Investors - not authorised for distribution to retail investors 

in these regions. 

Belgium, Cyprus, Denmark, Finland, France, Greece, Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway, Portugal, 
Spain, and Sweden: Produced by abrdn Investment Management Limited which is registered in Scotland (SC123321) 
at 1 George Street, Edinburgh EH2 2LL and authorised and regulated by the Financial Conduct Authority in the UK. 
Unless otherwise indicated, this content refers only to the market views, analysis and investment capabilities of the 
foregoing entity as at the date of publication. Issued by abrdn Investments Ireland Limited. Registered in Republic 
of Ireland (Company No.621721) at 2 -4 Merrion Row, Dublin D02 WP23. Regulated by the Central Bank of Ireland. 
Austria, Germany: abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, 
Edinburgh EH2 2LL. Authorised and regulated by the Financial Conduct Authority in the UK. Switzerland: abrdn 
Investments Switzerland AG. Registered in Switzerland (CHE-114.943.983) at Schweizergasse 14, 8001 Zürich. 
Abu Dhabi Global Market (“ADGM”): abrdn Investments Middle East Limited, 6th floor, Al Khatem Tower, Abu Dhabi 
Global Market Square, Al Maryah Island, P.O. Box 764605, Abu Dhabi, United Arab Emirates. Regulated by the ADGM 
Financial Services Regulatory Authority. For Professional Clients and Market Counterparties only. South Africa: abrdn 
Investments Limited (“abrdnIL”). Registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen AB10 1XL. 
abrdnIL is not a registered Financial Service Provider and is exempt from the Financial Advisory And Intermediary 
Services Act, 2002. abrdnIL operates in South Africa under an exemption granted by the Financial Sector Conduct 
Authority (FSCA FAIS Notice 3 of 2022) and can render financial services to the classes of clients specified therein. 



Asia-Pacific 
Australia and New Zealand: abrdn Oceania Pty Ltd (ABN 35 666 571 268) is a Corporate Authorised Representative 
(CAR No. 001304153) of AFSL Holders MSC Advisory Pty Ltd, ACN 607 459 441, AFSL No. 480649 and Melbourne Securities 
Corporation Limited, ACN 160 326 545, AFSL No. 428289. In New Zealand, this material is provided for information 
purposes only. It is intended only for wholesale investors as defined in the Financial Markets Conduct Act (New Zealand). 
Hong Kong: abrdn Hong Kong Limited. This material has not been reviewed by the Securities and Futures Commission. 
Japan: abrdn Japan Limited Financial Instruments Firm: Kanto Local Finance Bureau (Kinsho) No.320 Membership: 
Japan Investment Advisers Association, The Investment Trusts Association, Type II Financial Instruments Firms 
Association. Malaysia: abrdn Malaysia Sdn Bhd, Company Number: 200501013266 (690313-D). This material has not 
been reviewed by the Securities Commission of Malaysia. Thailand: Aberdeen Asset Management (Thailand) Limited. 
Singapore: abrdn Asia Limited, Registration Number 199105448E. 

 
Americas 
Brazil: abrdn Brasil Investimentos Ltda. is an entity duly registered with the Comissão de Valores Mobiliários (CVM) 
as an investment manager. Canada: abrdn is the registered marketing name in Canada for the following entities: 
abrdn Canada Limited, abrdn Inc, abrdn Investments Luxembourg S.A., abrdn Private Equity (Europe) Limited, abrdn 
Capital Partners LLP. abrdn Canada Limited is registered as a Portfolio Manager and Exempt Market Dealer in all 
provinces and territories of Canada as well as an Investment Fund Manager in the provinces of Ontario, Quebec, 
and Newfoundland and Labrador. United States: abrdn is the marketing name for the following affiliated, registered 
investment advisers: abrdn Inc., abrdn Investments Ltd., abrdn Asia Limited, abrdn Private Equity (Europe) Limited, 
abrdn ETFs Advisors LLC. 
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