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rains. At this rate, the research suggested, groundwater supplies in some areas

will be exhausted in five to 10 years, and millions of Indians will see their
farmland turned to desert.

In China, the magazine reported, 30 cubic kilometers more water is being

pumped to the surface each year than is replaced by rain n one of the reasons

that the country has become dependent on grain imports from the West. This is

not just an issue for agriculture. Earlier this year, the Indian state of Kerala

ordered the PepsiCo (PEP, news, msgs) and Coca-Cola (KO, news, msgs)

bottling plants closed due to water shortages, costing the companies millions of
dollars.

In this country, shareholder activists already are lobbying companies to share

water-dependency concerns worldwide with their stakeholders in their financial
statements.

Water, water everywhere, but. . .
The central problem is that less than 2% of the world's ample store of water is

fresh. And that amount is bombarded by industrial pollution, disease and cyclical

shifts in rain patterns. Its increasing scarcity has impelled private companies and

countries to attempt to lock up rights to key sources. In an article last month, the

Christian Science Monitor suggested that the next decade may see a cartel of

water-exporting countries rivaling the Organization of Petroleum Exporting
Countries for dominance in the world economy.

"Water is blue gold; it's terribly precious," Maude Barlow, chair of the Council of

Canadians, told the Monitor."Not too far in the future, we're going to see a move

to surround and commodify the world's fresh water. Just as they've divvied up

the world's oil, in the coming century, there's going to be a grab."

Besidesthe domesticwater utilitieslistedabove n and similarly plodding foreign

utilities such as United Utilities (UU, news, msgs) of the United Kingdom, which

sports a 6.9% dividend yield, and Suez (SZE, news, msgs) of France -- investors

interested in the sector can consider a number of variant plays. None are

extremely exciting, but my guess is that, over the next few years, some more

interesting purification technologies will emerge, along with, perhaps, a vibrant

attempt at worldwide industry consolidation.

One current idea is Tennessee-based copper pipe and valve maker Mueller

Industries (MU, news, msgs), a $1 billion business with a trailing price/earnings

multiple of 15 that is still not expensive despite a 47% run-up in the past year.

Its leading outside investor is Berkshire Hathaway (BRK.A, news, msgs), the
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investment vehicle of legendary investor Warren Buffett.

Another is flow-control products maker Watts Water

Technologies (WTS, news, msgs), which is a little richer at a $975 million

market cap and a trailing PIE multiple of 19, but is still owned by several leading

value managers, including MarioGabelli.

And possibly the most interesting is Consolidated Water (CWCO, news, msgs),

a $160 million company based in the Cayman Islands that specializes in

developing and operating ocean-water desalinization plants and water-

distribution systems in areas where natural supplies of drinking water are scarce,

such as the Caribbean and South America. It currently supplies water to Belize,

Barbados, the British Virgin Islands and the Bahamas, and it has expansion

plans. It is the most expensive, but it may also have the greatest growth

prospects. Of all of these, it is up the most over the past five years, a relatively

steady 355%.

Of course, there is one other benefit to water investing: When these companies

say they're going to do a dilutive deal, it's not something to worry about.

Fine Print

Dickerson runs a hedge fund in San Diego strictly focused on water investing, the

Summit Water Equity Fund. . . To learn more about Southwest Water, click here.

. . . To learn more about California Water Service Group, which runs systems in

New Mexico, Hawaii and Washington State, as well as California, click here. . . .
To learn more about American States Water, click here. . . To learn more about

Mueller, click here, and, for Consolidated Water, click here. . . . Seems like talk is

cheap. Since mid-December, the value of the company radio personality Howard

Stern is leaving, Viacom (VIA.B, news, msgs), has risen 9% while the value of

the company he's headed to, Sirius Satellite Radio (SIRI, news, msgs), is down

13.5%. . . . For backgroundon the Kobeearthquake,approaching its 10th

anniversary, click here and here.

Jon D. Markman is publisher of StockTactics Advisor. an independent weekly

investment newsletter, as well as senior strategist and portfolio manager at

Pinnacle Investment Advisors. While he cannot provide personalized investment

advice or recommendations, he welcomes column critiques and comments at

ion.markman(ciJgmail.com; put COMMENT in the subject line. At the time of

publication he held positions in the following stocks mentioned in this column:
Coca-Cola.
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