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LEGAL DISCLAIMER 

 
This is a market report published by Dynalect Analytics. It contains a variety of 

information and tools, financial information and explanatory information related to 

publicly traded equities and investment vehicles, including common stock, ETFs, 

convertibles, bonds and mutual funds, as well as other content, media, and services. Your 

use of any information or content included in this report is entirely at your own risk and 

it is your sole responsibility to evaluate the accuracy, completeness and usefulness of any 

information or content included in this report. 

 

Dynalect Analytics’ services and all information or content in this report is provided “as 

is” and on an “as available” basis without warranties of any kind, either expressed or 

implied, including without limitation warranties of merchantability or fitness for a 

particular purpose.  Neither Dynalect nor any of its suppliers warrant that the information 

in this report will be accurate, complete, uninterrupted, or error free.  

Additionally, all contributing writers or producers of this report do not warrant that the 

information in this report will be accurate, complete, uninterrupted, or error free.  

 

ATTRIBUTIONS 

 
This week we interviewed John Kaestle, the President and CEO at Markel Corporation, a 

plastics company which specializes in fluoropolymer tubing for applications including 

water purification. Much of the content of this report comes from that interview. 

 

For this report we also used many online sources, which are referenced in the relevant 

sections.  



INDUSTRY STATUS 
 

Our research this week gave us two main takeaways. First, we found that current water 

treatment infrastructure in developed countries like the United States is outdated and 

ill-equipped to deal with water scarcity challenges in the future, driving innovation into 

alternative technologies. In places like California, where severe droughts are crippling 

an agricultural industry that produces crops for most of the nation, in a region 

immediately next to the ocean, there is already intense interest in developing methods 

for cheaply desalinating water to be made potable. This leads into our second finding, 

which is that most of the innovation and industrial research in water purification is into 

reverse osmosis (RO) technologies for desalination. We explored trends in this 

technology and will continue to investigate recent and pending developments. 

 

Infrastructural Outlook 

 

In the United States, all publicly provided water for domestic use is treated to a standard 

of potability, even though most domestic water use goes toward applications like 

laundry, bathing, and yard irrigation, which don’t require the same level of cleanliness 

and sterility. The method of purification is typically very simple, involving the 

harvesting of water from freshwater reserves, filtration of physical contaminants by 

chemical flocculants and passage through charcoal, sand, and/or clay, followed by 

sterilization via the addition of halogens like chlorine. 

 

This stands in contrast to the predominant methods in many developing countries. In 

areas without sufficient public infrastructure for water treatment and distribution, the 

function of water purification is accomplished, if at all, with gravity-fed household 

modules that typically consist of a carbon strainer block and a disinfectant cartridge 

which must be periodically replaced, akin to a more robust version of a Brita filter. 

Disinfectant cartridge replacements can be prohibitively expensive, so an alternative 

method of sterilization is ultraviolet radiation, usually simply from sunlight. UV 

sterilization, like chemical sterilization, only works on water that is free of particulates, 

which can harbor and protect bacteria. Because filtration is more inconvenient and 

expensive with household modules, water for non-consumption is typically not filtered. 

 

Companies that are able to provide emerging markets with effective municipal water 

treatment solutions as they gain the stability and capital to build them stand to see a lot 

of growth. 

  



Desalination and RO 

 

Because such a large proportion of the earth’s water is saltwater (upwards of 95%), not 

to mention that so many people live near oceans, and coastal areas are most likely to see 

destabilization of freshwater sources as a result of climate change, there has been 

intense interest in developing desalination technologies. Desalination is also of 

particular interest because for agricultural use, which dwarfs household use in terms of 

scale, bacteriological and particulate contaminants are less important but salt can be 

highly detrimental. Salt in soil, as the Romans realized when they salted the earth under 

Carthage, can permanently ruin arable land, so as societies increasingly look toward the 

sea as a source of water for crop irrigation, extremely effective desalination techniques 

at reasonable prices become imperative. 

 

RO is the most promising method of desalination. Distillation, the other main method of 

removing salt, is simply too energy intensive. Even so, RO uses a lot of energy to 

generate water pressure, and research is driven towards making less energy-intensive 

RO processes. Since RO does not completely separate water from a contaminated 

solution, disposing of concentrated waste can also be a concern – for desalinating ocean 

water, the concentrated waste can typically be recirculated into high-flow areas of the 

coastline, but for other applications such as purifying fracking wastewater, the resultant 

concentrated sludge typically has to be trucked off for further separation. 

 

Reverse osmosis simply involves pushing water through a semipermeable membrane, 

typically made of cellulose acetate, aromatic polyamides, or polyurea, which allow water 

to pass through but not larger complexes such as salts (hydrated ions) or bacteria. It is 

called “reverse” osmosis because it involves forcing water against the grain of osmotic 

pressure, which naturally pushes water into areas with a high concentration of solutes. 

Left unattended, water would all flow to the side of the semipermeable membrane with 

salt on it, so immense hydraulic pressure must be applied to push water in the opposite 

direction. This pressure, generated with fluid pumps, contributes most of the energy 

cost of RO. Pressure exchangers, physical devices which confer fluid pressure from 

outgoing waste in incoming source water, can save huge amounts of energy. These 

devices are currently an exclusive product of Energy Recovery Inc. (ERII). 

 

Another technology of interest is forward osmosis, which is similar in setup but places a 

high concentration of a permissible solute such as sugar on the output side and allows 

water to passively flow to that side. Currently, forward osmosis is mostly in use for 

generating individual drinking water. For instance, a forward osmosis device is in 

development at NASA that will convert urine into a sports drink on space voyages. 

 



NOTABLE COMPANIES, SECURITIES, AND ETFS 
 

Energy Recovery Inc. (ERII) 

 

Energy Recovery is a company that develops and manufactures energy recovery devices 

for fluid applications in water, oil, and gas. Their flagship product is the PX Pressure 

Exchanger, discussed on the previous page, which is in heavy use in current RO 

facilities. They experienced a high return on investment in 2016, but overall their 

earnings record is mixed to poor, and their P/E ratio of 157 does not make them 

especially attractive as a value stock. More investigation into their potential is 

warranted. 

 

SUEZ (EPA:SEV) 

 

Suez is a French water treatment and waste management company traded on the 

European securities market. Their current biggest claim to fame is that this past 

Monday, GE formally announced the sale of its Water & Process Technologies division, a 

company which in 2008 built the largest desalination plant in Africa, to SUEZ. We have 

yet to conduct adequate research on SUEZ’s internal structure and viability. 

 

First Trust Water ETF (FIW) 

 

This is an ETF that tracks the  performance of the ISE Water Index, an index that aims 

to provide a diverse stake in the water industry by indexing larger-cap companies that 

derive a portion of their income from potable or wastewater treatment. 

 

IDEXX Laboratories (IDXX) 

 

Idexx develops microbiological analyzers for veterinary, livestock, and water 

contamination testing applications. With a P/E ratio of 60 and no dividends to speak of, 

it’s hardly a value stock, but its share price has rocketed up 86% in the last year and it 

continues to gain the confidence of seasoned investors as having real potential for 

continued growth. 

 

Limoneira (LMNR) 

 

Limoneira is an agribusiness and real estate development company that produces fruit, 

rents out property, and builds homes, all mostly in California. The company makes a 

point of engaging in sustainable practices, including securing long-term water rights by 

way of sustainable use land practices. 



Colfax Corporation (CFX) 

 

Colfax’s Fluid Handling division produces a variety of fluid pumps for defense, 

petroleum, industrial, and power generation applications. It has a solid financial record 

and stands to gain from the expansion of RO facilities, as pumps are an integral part of 

their operations. 


