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With temperatures at record levels this summer, nearly half 
the UK and EU have declared drought condititions. With water 
utilities struggling to meet demand, we ask Robert Lambert, Senior 
Corporate Analyst, what the industry should do to help investors.  

Q. The issue of water is in the spotlight at the moment, considering the 
shortages that are occurring in different parts of Europe. What kind of 
company can help make water supplies more constant and abundant?

Robert Lambert: In terms of the most impactful, it is difficult to look past the 
national and international water utilities. They are remunerated (or penalised) 
according to achieving good quality water supply, sanitation and drainage 
services. In terms of where the greatest impact on water supplies can be made 
in the short term it is most likely to be from reducing leakages. Daily demand for 
water in England and Wales is approximately 14bn liters (three billion gallons) 
but each day, 3bn litres is lost through leakage (National Audit Office). This is 
amongst the highest in the developed world but is primarily due to the state of 
the infrastructure – England has 347,000km of water pipes which date back to 
the 19th Century. 

Improving leakages has to be a priority for water companies with a requirement 
for more capital investment and higher penalties for missing leakage targets. 
Fresh water is a scarce resource so to make it more abundant, water companies 
will also have to look at new reservoirs and desalination plants. However, 
reservoirs are expensive and planning permission takes a long time given the 
impact on local biodiversity. The last new reservoir in the UK was built in 1992  
(at Carsington in Derbyshire). Since then, the UK population has increased 
by more than 10 million people! Desalination – converting salt water to 
drinking water – is another solution, however can be energy intensive, which is 
prohibitively expensive currently in most of Europe given reduced gas flows from 
Russia and the drought’s impact on hydro generation, power generation (inability 
to cool generators from the river) and fuel transport for power stations.
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through leakage 
(National Audit 
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Q: Water shortages are closely linked with climate 
issues, which have become increasingly part of the 
political agenda. Looking to the near future, do you 
expect more commitments from governments and 
companies in this regard?

Robert Lambert: It is certainly topical as we are currently 
in the midst of one of the worst droughts in living memory, 
with 44% of the EU and UK under drought conditions, 
which is measured in terms of soil moisture deficit in 
combination with vegetation stress. This has seen crop 
yields fall from an already negative level and lower levels 
of energy production from run-of-river plants and hydro 
power, a cause for concern at a time when energy prices 
are soaring. This in turn is adding fuel to the inflationary 
environment which is currently weighing on Europe. 
Governments will face pressure to increase drought 
mitigation strategies and ultimately the root cause of the 
problem: climate change and its disruption of the planet’s 
water cycle. While governments have been improving 
their targets for emissions I think there is also a need for 
governments and companies to commit further capital to 
preventively adapt to the changing weather patterns by 
climate-proofing energy supply and applying sustainable 
solutions in agriculture.

 

Q: As investor, how do you encourage companies to 
become more involved in reducing emissions?  
Can you mention any specific examples?

Robert Lambert: At a simple level through engagement or 
divestment. When companies are coming to market with 
primary issuance we are able to assess their ambition 
in reducing emissions and communicate if we think they 
could be more aggressive. If we are already holders, we 
can assess their progress against targets and peers. We 
in fact divested an European water utility from one of our 
funds after a call with management where we felt their 
targets for renewables lacked ambition (target was only 
50% renewables by 2030) and despite pushback there was 
no commitment to improve on this.

“ This has seen crop yields fall from 
an already negative level and lower 
levels of energy production from 
run-of-river plants and hydro power, 
a cause for concern at a time when 
energy prices are soaring.”
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