Focus theme strategy
Water

Why water?
ACTIAM’s objective is to help create a world worth living in by pursuing a responsible investment policy. In the
coming decades, we will face a number of major challenges. Global population growth and greater prosperity are
putting our planet under increasing pressure. This means that problems such as climate change, food and water
shortages, abuses in the supply chain and poverty now have added urgency. In view of these developments and
their impact on our investments, ACTIAM has chosen three focus themes as the basis for a proactive approach,
i.e. climate, water and land. The aim is to avoid risks to our investments while at the same time actively helping
to build the future as we see it, that is a world worth living in where people are able to meet their basic needs.
Fulfilment of this goal should continue even after 2030, the target year for the UN Sustainable Development
Goals.
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WHAT IS THE PROBLEM?
Water is essential for all life on earth. Water is the chief constituent of the human body. All ecoystems on the
planet are dependent on water. Water is also a crucial factor in creating employment and generating economic
growth. And water is an essential ingredient in agriculture, energy production and many other economic
processes: globally, over one billion jobs (i.e. 40% of the world’s total active workforce) are strongly dependent
on water.1
Global demand for water is expected to increase by 55 percent2 by 2050. Water will thus become scarce in more
and more localities. A ranking by the World Resources Institute shows that 37 countries are extremely vulnerable
to water scarcity.3 Europe expects 30 percent of its surface area to suffer from water shortages by 2030.4
First and foremost, this has a natural cause: only 2.5 percent of the water available on earth is fresh water. And
only 1 percent of this fresh water is accessible. However, unequal geographical distribution of the available water
and, above all, its increasing, unequal and irresponsible consumption are to blame for water scarcity in some
parts of the world and among certain population groups. A major cause of this is wastage and contamination in
production processes. Population growth and economic activity mean that water is being used faster than it can
be replenished by nature.
Climate change is also responsible for creating temporary water shortages or surpluses, with their attendant
droughts and flooding. As a result, it is exacerbating or accelerating the existing water issues.
All these developments mean that such basic necessities of life as clean drinking water and food are increasingly
out of reach for large groups of people. By 2030, only 60 percent of the world’s population will be able to meet
their need for water. In short, there are major challenges to the natural environment and the habitability of our
planet. It is no coincidence that the World Economic Forum has described the water crisis as the most worrying
global threat – more dangerous even than terrorist attacks or financial meltdowns and probably even than the use
of weapons of mass destruction.5
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WHY IS THIS RELEVANT TO INVESTORS?
Although ACTIAM’s water strategy is aimed at various stakeholders, companies are the main focus. This is, after
all, where ACTIAM can exercise the greatest influence. Each of these companies has its own challenges,
depending on the specific nature of its operations and the regions in which they are active. Water is an important
ingredient for many products and production processes. Water-related operational risks will therefore increase
for many companies as water becomes scarcer, prices rise, consumers become more critical and legislation
becomes stricter. Besides operational and reputational risks and challenges, this can potentially lead to
increasing and occasionally unexpected costs and the need for greater investment.
However, ACTIAM also sees investment opportunities, for instance in the form of technical innovations,
infrastructural improvements, circular solutions, monitoring and analysis of water-related data and new forms of
collaboration creating new business models with great potential. Ahead of legislation, companies and investors
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are also experimenting with shadow pricing and accounting methods that incorporate internal and external water
costs and risks into product prices.
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ACTIAM'S POSITION AND OBJECTIVES IN RELATION TO WATER
First of all, water is a human right. Clean drinking water must be affordable and safely accessible. In keeping
with its Fundamental Investment Principles for Sovereigns, ACTIAM believes that governments are, in principle,
responsible for protecting the interests of citizens, regardless of whether management of the water supply is in
public or private hands. Multinationals that are actively involved in the water market are required to operate
with respect for people and the environment. Even in the absence of a strong national (host) government, there
are international guidelines and conventions that ACTIAM expects companies to observe.
In order to achieve a structural solution for global water problems, something will have to change systematically
in how water is valued. As a rule, the current price of water does not reflect its true value. To ensure that
responsible water consumption becomes second nature to both consumers and businesses, a realistic valuation is
essential. This means that the costs of pollution and consumption should be included in the price paid by the
user. At the same time, drinking water should always be affordable.
The water crisis also brings financial opportunities and threats for companies. Through its water strategy, ACTIAM
endeavours to respond to these opportunities and threats. It also aims to contribute to Sustainable Development
Goal 6: Ensure availability and sustainable management of water and sanitation for all. ACTIAM does so by
making sure that the theme of water forms part of each of the instruments available for responsible investment.
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STRATEGY AND INSTRUMENTS FOR ACHIEVING OUR AMBITIONS

4.1

ACTIVE OWNERSHIP
Active ownership is an important strategy for ACTIAM. This means that we engage in a dialogue with investee
companies to promote behavioural change and that we vote at general meetings of shareholders. By adopting
this policy of engagement, we set out to challenge companies to:

■
■
■
■

Provide transparency about their water consumption and related risks;
integrate water-related threats and opportunities into their business operations and be transparent about
this;
contribute to a fair distribution of water in watersheds in which they operate;
respect water as a human right.

For a more detailed description of our expectations for the companies in which we invest, we refer to various
position papers, including the voting policy and the strategy for active ownership.
Our focus
As an investor, ACTIAM has various instruments at its disposal for achieving its goals. These are explained below.
For some instruments, such as engagement, it is necessary to choose a focus since ACTIAM cannot maintain a
dialogue with all companies simultaneously.
In its water strategy, ACTIAM focuses on companies whose business operations mean they are potentially faced
with substantial risks due to global water problems. These companies are mainly active in the mining industry,
the oil and gas industry, utilities and sectors with agricultural supply chains. However, as the location of
companies and their supply chains is a major determinant of the water risk, companies from other sectors may
also belong to the target group. In selecting specific companies within the relevant sectors, we take into account
the following criteria:

■
■
■
■
■

The water intensity and degree of pollution, coupled with planned and existing operations;
specific local risks (physical, legal and social environment);
the quality of the water policy, management and strategy;
the extent of ACTIAM’s interest in a company as well as the size of its investment;
an estimate of ACTIAM’s potential influence on the company and its scope for making improvements.

WHY WATER?

3

4.2

ESG INTEGRATION
ACTIAM gives an ESG (Environmental/Social/Governance) rating to all companies and sovereign bonds in which it
invests. This rating is made up of various indicators and shows the sustainability of a company or country (e.g. its
policy, behaviour and product). This also takes account of the water-related threats and opportunities we see in
our investments. This is how we integrate information about sustainability into the investment process in a
structural manner. The poorer a company’s rating, the less chance that ACTIAM will invest in it. It has been
decided with respect to a number of active portfolios6 that ACTIAM should have the maximum possible ESG
rating, provided that it is at least as high as that of the benchmark. The following factors are also relevant to
these portfolios:

■

■

4.3

ACTIAM rewards initiative. We do so by awarding a bonus on the ESG rating to companies 1) that lead the
way in responsible water management (CDP’s Water ‘A’ List), 2) that have proved to be innovative or to
promote change within their sector, and 3) where at least 30 percent of the operating segment makes a
positive contribution to achieving SDG 6.
ACTIAM actively invests in green bonds. Similar to companies that help to solve water crises, green bonds are
awarded a bonus for their ESG rating. For more information about ACTIAM’s strategy for green bonds,
please refer to our website.

EXCLUSION
ACTIAM uses exclusion as a last resort. We would prefer to bring about behavioural change. Nonetheless,
exclusion is an instrument we sometimes use if companies are reluctant to engage in dialogue and, even after
repeated urging, fail to take steps to reduce their impact on the climate.

4.4

PARTNERSHIPS
Where possible, ACTIAM teams up with other investors and organisations to try to help deliver possible solutions
for more systematic water problems. For example, ACTIAM is a member of the Principles for Responsible
Investment (PRI) Water Risks Advisory Committee and the Natural Capital Community of Practice. ACTIAM was
also involved in producing FINISH’s Financing Sanitation Paper Series. FINISH’s mission is to create awareness of
hygiene and provide access to loans for the construction of sanitary facilities for the financially excluded.
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PLANNING
We started to develop and implement our water strategy in 2016. The first dialogues on this theme have been
started, the intended ESG integration method has been developed and relevant partnerships have been initiated.
Our aim in the coming years is to identify water-related risks in the portfolio and to commit ourselves to a
quantitative risk reduction target. The number of instances in which we engage with companies and support
resolutions on this theme will also steadily increase.
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Disclaimer
ACTIAM N.V. endeavours to supply accurate and up-to-date information from sources deemed to be reliable.
However, ACTIAM N.V. cannot guarantee the accuracy and completeness of the information contained in this
presentation and/or this document, referred to below as ‘the Information’. The Information may contain
technical or editorial inaccuracies or typographical errors. ACTIAM N.V. gives no express or implied guarantees
that the Information contained in this presentation and/or this document is accurate, complete or up to date.
ACTIAM N.V. is not obliged to update or correct errors or inaccuracies in the Information. The Information is
based on historical data and is not a reliable basis for predicting future values or equity prices. The Information
is similar to, but possibly not identical to, the information used by ACTIAM N.V. for internal purposes. ACTIAM
N.V. does not guarantee that the quantitative yields or other results from the Information will be the same as the
potential yields and results according to ACTIAM N.V.’s own price models. Comments about risks pertaining to any
Information should not be regarded as a complete disclosure of all relevant risks. The Information should not be
interpreted by the recipient as business, financial, investment, hedging, commercial, legal, regulatory, tax or
accounting advice. The recipient of the Information is personally responsible for the way in which the
Information is used. Decisions made on the basis of the Information are at the expense and risk of the recipient.
Accordingly, the recipient cannot derive any legal rights from the Information.

DISCLAIMER
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