
More GDP with less water and pollution

Micro-level water-nomics: evaluating sectoral water risks

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION                                                   © China Water Risk, 2018, all rights reserved

29 August 2018



2015

Recognition by the Water 

International Journal 

2012

“…when at HSBC, the no 

water, no power report was 

one of our signature 

pieces.” 

Nick Robins, Co-Director, 

UNEP Inquiry

2013
“We off-loaded our entire 

coal portfolio after sitting 

down with you”

European fund

Using WEN to start a water-nomics

conversation  in finance & 

policymaking

2016
Global policy 

arena with 

IRENA & Rare 

Earths 

2014
Keynote & panelist 

alongside water 

laureates

Mainstreaming water as a financial risk …
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Macro & micro perspectives …
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Water risk for power sector…
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WATER RISK VALUATION 

APPROACHES

1. SHADOW PRICING

2.     EXPOSURE TO WATER STRESS

3. REGULATORY RISKS

COAL-5

SHENHUA ENERGY

CHINA COAL

YANZHOU COAL

INNER MONGOLIA YITAI COAL

DATONG COAL

Others
86%

COAL

OUTPUT

14%

POWER-5

HUANENG POWER INTL

DATANG INTL POWER

GUODIAN POWER DEV

HUADIAN POWER INTL

CHINA POWER INTL

Others
81%

THERMAL

POWER

GENERATION

19%

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION                                                   © China Water Risk, 2018, all rights reserved



Investors say they are worried about risk …
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1- Exposure to water stress
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137 POWER PLANTS
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1- Exposure to water stress
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2. Shadow pricing
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Potential loss of 

profitability due to 

water risks

Tool #2 WRM

Tool #1 CBWCRT

3 observations

1. Impact varies across sectors

2. Impact varies across companies

3. Impact varies across tools

• water use power > water use mining

• ≠ water use levels & locations

• ≠ assumptions

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION                                                   © China Water Risk, 2018, all rights reserved



2. Shadow pricing

26%
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Sufficient to screen out companies' exposure to water risks

A good first step but needs complementary detailed analyses

Misleading because it is not a real price

Strongly Agree & Agree Neutral Disagree & Strongly Disagree

Using shadow pricing for water risk valuation is...

 Convenient approach to integrate water in decision making

 Shadow water prices too high to be realistic water tariffs (up to 12USD/m3)

 Can be thought as a proxy for water risks in general

What investors say: a good first step, but a first step only
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3. Regulatory risks & compliance costs

Water quality targets
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A word on disclosure
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??? ? ? ? ?

?
INCOMPLETE 

DISCLOSURE
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A word on disclosure

The majority of disclosure is only on 1 or 2 of the total 5 indicators 

analysed, there is still clearly room for improvement

Two mid-performers are 

electricity and smelting, with 

lagging disclosure rates of 47% 

and 48%. Meanwhile, 

agriculture is the clear laggard
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Clustered risk – regional & sectoral

Water 10

43%
150 suppliers

3%
11 suppliers

34%
118 suppliers

Lenders / investors / companies should stress test for China pollution regulations
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400 registered liquor enterprises in 

Chishui basin in 2013, as well as power 

plants and paper making factories

Clustered risk – basin level

Embedding environmental risks into lending = basin level risk assessments

Collective action 

within & across industries ?

Apr 2018  ... China 

publishes first-ever book 

on ERA … CWR invited 

to write the water risk 

chapter

Jan 2017 ... CWR invited to talk at 

PBOC & to join ERA task force

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION                                                   © China Water Risk, 2018, all rights reserved



Decisions today for water tomorrow
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2017 reports 

& publications

http://www.chinawaterrisk.org/
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