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American Water Works Company, Inc. AWK
American States Water Company AWR
Calgon Carbon Corp. CCC
Consolidated Water Co., Ltd. CWCO
California Water Service Group CWT
IDEX Corp. 
Met-Pro Corp. MPR
Mueller Water Products, Inc. MWA
Sabesp 
SJW Corp. SJW
Tetra Tech Inc. TTEK
Veolia Environnement SA 
Aqua America, Inc. WTR
Watts Water Technologies, Inc. WTS
The York Water Company YORW
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Ticker Rating  Price  Target 10E EPS / (P/E)
AWK Buy $20.71 $28.00 $1.43 (14.5x)
AWR Buy $36.12 $45.00 $1.94 (18.6x)
CCC Buy $14.17 $24.00 $0.84 (16.9x)

CWCO Buy $12.14 $19.00 $0.86 (14.1x)
CWT Hold $36.26 NA $2.04 (17.8x)
IEX Hold $30.88 NA $1.77 (17.4x)

MPR Buy $9.69 $12.00 $0.30 (32.3x)
MWA Buy $4.56 $6.25 $-0.23 (NA)
SBS Buy $35.78 $66.00 $8.01 (4.5x)
SJW Hold $23.80 NA $1.20 (19.8x)
TTEK Buy $22.45 $28.00 $1.15 (19.5x)

VE Buy $27.62 $38.00 $1.88 (14.7x)
WTR Buy $17.39 $26.00 $0.89 (19.5x)
WTS Hold $32.20 NA $1.67 (19.3x)

YORW Buy $13.17 $18.00 $0.67 (19.7x)

1 

gauglerm@bmur.com 

noonc@bmur.com 

EPS / (P/E) 11E EPS / (P/E) 
$1.43 (14.5x) $1.58 (13.1x) 
$1.94 (18.6x) $2.24 (16.1x) 
$0.84 (16.9x) $1.07 (13.2x) 
$0.86 (14.1x) $0.85 (14.3x) 
$2.04 (17.8x) $2.22 (16.3x) 
$1.77 (17.4x) $1.98 (15.6x) 
$0.30 (32.3x) $0.48 (20.2x) 

0.23 (NA) $0.17  (26.8x) 
$8.01 (4.5x) $8.58 (4.2x) 

$1.20 (19.8x) $1.37 (17.4x) 
$1.15 (19.5x) $1.26 (17.8x) 
$1.88 (14.7x) $2.13 (13.0x) 
$0.89 (19.5x) $0.98 (17.7x) 
$1.67 (19.3x) $1.98 (16.3x) 
$0.67 (19.7x) $0.70 (18.8x) 
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An ugly week no matter how you slice it. Across our industry sub segments, performance was less than stellar last week.  Only one of the 
segments managed to outperform the benchmarks (the S&P 500, NASDAQ Composite, and the Powershares Water ETF, which were down 
6.4%, 7.9%, and 9.0%, respectively), and only one equity across the entire universe finished in positive territory. The best performer was the 
Distribution segment, down 6.2%. The Water Solutions - Filtration segment came in second, falling 7.4%. The Water Solutions segment 
dropped 10.0%, while the Flow Technology segment came in last, dropping 10.5%.   

YTD, three of the four segments are now outperforming the benchmarks.  The Water Solutions – Filtration segment remains the top 
performer, up 9.0%.  Distribution stocks also continue to do well (up 3.1%), and the Flow Technology segment continues to outperform the 
benchmarks (up 2.0%). 

 

    
 

 

Source: Baseline 

 

 

 

 

The Natural Resources & Infrastructure Weekly is available through normal research distribution channels to clients of Brean Murray, Carret & Co. Non-clients 

can subscribe at a rate of $395 per year by contacting Christopher Noon at 212.702.6623 or noonc@bmur.com.  
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From our Universe 
 
Watts Water Technologies (WTS, $32.20, Hold) reported 1Q10 results that essentially met our expectations. On the top line, revenue of 
$319.3 million (a 10% increase) came in well ahead of our $280.2 million estimate, while EPS (from continuing ops) of $0.33 came in just below 
our estimate of $0.36. Organically, sales grew a healthy 7% in the quarter, while favorable foreign exchange rates accounted for the remaining 
3% growth. Sales and margins grew nicely over the same quarter last year in both the North America and Europe segments. Quarterly results 
aside, we note the shares have been strong recently, and despite our now increasingly positive bias in terms of overall outlook, we are 
maintaining our Hold rating based on valuation. We will look aggressively for opportunities to revisit our rating with a positive bias, 
particularly on any share price pullbacks.  
 
American Water Works (AWK, $20.71, Buy) reported 1Q10 results that exceeded our expectations. Revenue in the quarter of $588 million (a 
6.9% increase) was above our forecast of $554 million, while EPS of $0.18 was also ahead of our $0.16 estimate. Revenue increased in the 
regulated business by 4.4% and in the non-regulated business by 29.5%. Management also tightened up the bottom range of its 2010 EPS 
guidance range: it is now $1.33-1.40; it was previously $1.30-1.40. We believe that the top end of that guidance range is conservative given 
1Q10 actual results and our 2Q10 expectations, and we have raised our forward estimates accordingly. We are maintaining our Buy rating and 
$28 target price, based on a P/E multiple of 18x our 2011 EPS multiple of $1.58. 
 
American Water also announced the Indiana Utility Regulatory Commission issued an order adjusting rates on a statewide basis for Indian 
American Water.  The new rates will provide additional annual revenue of $31.5 million for AWK and go into effect after the new tariffs are 
calculated and approved by the IURC for each service area.  In Ohio, the Public Utilities Commission of Ohio issued an order adjusting rates for 
Ohio American Water.  The new rates will provide additional annual revenue of $2.6 million for the company and go into effect after the new 
tariffs are calculated by the Company and approved by the PUCO. 
 
Mueller Water Products (MWA, $4.56, Buy) reported lackluster 2QFY10 results. On the top line, revenue of $301.8 million (a 6.3% decrease) 
fell shy of our estimate of $312.9 million. Contributing to the decrease were the divestiture of two Anvil businesses and lower pricing in the 
U.S. Pipe segment. On the bottom line, adjusted loss per share of $0.11 was well below our estimated loss per share of $0.06. On the positive 
side, unit bookings at Mueller Co. increased 40% YoY, bookings on a tonnage basis at U.S. Pipe increased over 50%, and net debt has 
decreased $88.4 million since September 30, 2009 to $590.3 million. Fundamentals are slowly improving, but at a pace below our previous 
expectations. We have lowered our FY10 and FY11 EPS estimates, introduced a FY12 EPS estimate of $0.39, and reduced our target price to 
$6.25 from $8, based on 16x our aforementioned FY12 forecast. 
 
American States (AWR, $37.22, Buy) delivered better-than-expected results. Revenue in the quarter of $90.3 million represented a 13.4% YoY 
increase and beat our $83.5 million estimate. Contributing to the increase were higher revenues in each of the water, electric, and contracted 
services segments, due to implementation of the Water Revenue Adjustment Mechanism, increases in electric rates approved by the CPUC, 
and contract modifications approved by the U.S. government. EPS in the quarter of $0.45 also exceeded expectations (our estimate was 
$0.27), a $0.17 improvement from the same quarter last year. We raised our estimates and target price (from $41 to $45) based on the shares 
attaining a level of 20x our 2011 EPS estimate of $2.24. 
 
 
 
In Other News 
 
The EPA announced it will require refineries, paper mills and other facilities to cut emissions of mercury and other air pollutants produced by 
industrial boilers.  The new regulations are expected to have the biggest impact on an estimated 2,500 larger coal-fired boilers, requiring them 
to install pollution control technologies.  The estimated cost of installing and operating control technologies to comply with the new 
regulations is $3.6 billion, while estimates of the annual health benefits are between $18-$44 billion.  The new rules won’t affect the vast 
majority of U.S. industrial boilers, which run on natural gas.  The new rules don’t apply to coal-fired power plants.  The new boiler regulations 
are expected to take affect later this year.  
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Top Ideas  

Water Utilities 

SBS: Sabesp is our top pick across our global water utility universe.  Many of the risks (country, foreign exchange, acquisition limitations, and 
lack of regulation) that kept investors away from this name have either dissipated or been rendered largely irrelevant.  Brazil was recently 
increased to investment grade status, the real has been strong relative to the dollar, and as of 2007 SBS can make acquisitions outside of Sao 
Paulo.  As for regulation, ARSESP recently began regulation of water standards and will take over the tariff making process in the near future.  
Further, SBS trades at a large discount to the peer group, despite having the highest EBITDA margins. The shares also typically have the highest 
yield across our covered universe, and the corporate charter states at least 25% of net income must be paid as dividends (the actual payout 
ratio has been higher). We recommend investors take or add to existing positions at current levels. 

WTR: Within the U.S. water utility group, Aqua America is our top pick. WTR’s fundamentals are improving; the company continues to file for 
timely rate relief and is being treated fairly by regulators.  Against this backdrop, the shares have continued to decline, and have reached price 
levels where we consider them to be the most attractive based on historical P/E multiples and dividend yield relative to the water utility peer 
group.   

CCC:  Calgon Carbon remains our top pick in the water solutions segment.  We believe there is significant upside from current EPS levels 
forecasted for 2010 in 2011 and 2012 due to the potential for increased revenue from additional capacity in the company’s activated carbon 
and reactivation business lines, along with higher UV technology sales. We believe Calgon Carbon is positioned for strong overall growth 
across multiple business lines in coming years, and we recommend investors take or add to positions now before these catalysts begin to 
appreciably show in quarterly financial results. 
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Charts of the Week – Distribution 

 

 

Chart of the Week – Flow Technology 
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Chart of the Week – Water Solutions 
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Water Industry Valuation 
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Water Industry Performance 
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Water Industry Short Interest Analysis 
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Recent Research 
 
• American States Water Company (AWR: Buy, $45 Target Price) - Reports 1Q10 Results; Maintaining Buy Rating and Raising Target 

Price to $45 – May 7/10  
• Mueller Water Products (MWA, Buy; Lowering Target Price to $6.25 from $8): Reports 2Q10 Results; Lowering Estimates, Target 

Price on Diminished Near-Term Outlook – May 5/10 
• American Water Works (AWK, Buy; $28 Target Price): Reports 1Q10; Maintaining Buy Rating and $28 Target Price – May 5/10 
• Watts Water Technologies, Inc. (WTS: Hold) - Reports 1Q10 Results; Maintaining Hold Rating – May 5/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – May 3/10 
• Calgon Carbon Corp. (CCC: Buy, $24 Target Price) - Reports 1Q10 Results; Maintaining Buy Rating – April 30/10 
• Tetra Tech Inc (TTEK: Buy, $28 Target Price) - Reports 2QFY10 Results; Maintaining Buy Rating and $28 Target Price – April 30/10 
• SJW Corp. (SJW: Hold) - Reports 1Q10 Results; Maintaining Hold Rating Based on Valuation – April 30/10 
• California Water Service Group (CWT, Hold): Reports 1Q10 Results; Maintaining Hold Rating Based on Valuation – April 29/10 
• Veolia Environnement SA (VE/NYSE VIE/PARIS: Buy, €28/$38 Target Price) - Upgrading to Buy: Recent Share Weakness and Upcoming 

Dividend Represents Unique Opportunity – April 27/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – April 26/10 
• IDEX Corp. (IEX: Hold) - Reports 1Q10; Maintaining Hold Rating Based on Valuation – April 20/10 
• SJW Corp. (SJW: Hold) - Price Target Achieved; Downgrading from Buy to Hold Based on Valuation – April 19/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – April 19/10 
• Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – April 12/10 
• California Water Service Group (CWT: Hold) - Downgrading to Hold Based on Valuation – April 7/10 
• National Coal Corp. (NCOC, Hold): Dropping Coverage – April 6/10 
• Sabesp (SBS/SBSP3.PA: Buy, R$57/$66 Target Price) - Reports 4Q09; Raising Estimates, Maintaining Buy Rating – April 5/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – March 29/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – March 22/10 
• Consolidated Water Co. (CWCO, Buy; $19 Target Price): Reports 4Q09; Maintaining Buy Rating, Lowering Estimates, Target Price to 

$19 from $23 – March 18/10 
• Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – March 15/10 
• American States Water Company (AWR: Buy, $41 Target Price) - Reports 4Q09; Maintaining Buy Rating, Lowering Target Price to $41 

from $44 – March 12/10 
• The York Water Company (YORW, Buy; $18 Target Price): Reports 4Q09 Results; Maintaining Buy Rating and Target Price – March 

10/10 
• Natural Resources -- Water Utilities, Flow Technology and Purification: Natural Resources and Infrastructure Conference Recap (AWK, 

CCC, MPR, MWA, SBS, SJW, WTR, WTS, YORW) – March 9/10 
• Veolia Environnement SA (VE/VIE: Hold) - Reports 2H/FY09 Results; Lowering Estimates, Maintaining Hold Rating Based on Valuation 

– March 8/10 
•  Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – March 8/10 
• Southwest Water Co. (SWWC, Hold): Dropping Coverage of Southwest Water Co. – March 3/10 
• American Water Works Company, Inc. (AWK: Buy, $28 Target Price) - When AWK Flips the Coin, Heads They Win, Tails They Win; 

Maintaining Buy Rating, $28 Target Price – March 2/10 
• Calgon Carbon Corp. (CCC: Buy, $24 Target Price) - Reports Excellent 4Q09 Results; Reiterating Buy Rating, Raising Target Price from 

$20 to $24 – March 1/10 
• Met-Pro Corp. (MPR: Buy, $12 Target Price) - Reports 4QFY10 Results; Maintaining Buy Rating and $12 Target Price – March 1/10  
• Water Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – March 1/10 
• California Water Service Group (CWT: Buy, $40 Target Price) - Reports 4Q09 Results; Maintaining Buy Rating, Lowering Target Price 

to $40 from $43 – February 26/10 
• Aqua America (WTR, Buy; $26 Target Price): Giving Investors “More to Get Excited About” in 2010/2011; Reiterating Buy Rating and 

$26 Target Price – February 25/10 
• SJW Corp. (SJW, Buy; Raising Target Price to $28 from $27): Reports 4Q09 Results; Maintaining Buy Rating, Raising Target Price – 

February 25/10 
• Water Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – February 22/10 
• Watts Water Technologies, Inc. (WTS: Hold) - Reports 4Q09 Results; Maintaining Hold Rating – February 17/10 
• Tetra Tech, Inc. (TTEK, Buy; $28 Target Price): Initiating Coverage with Buy Rating and $28 Target Price – February 9/10 
• Water Works Weekly (AWK, AWR, CCC, CWCO, CWT, IEX, MPR, MWA, SBS, SJW, SWWC, VE, WTR, WTS, YORW) – February 8/10 
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Important Disclosures 

Ratings and Target Price History 

For historical rating and target price information please use the following links: 

AWK: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=AWK&analystid=93&re=1&width=500&height=350&wmf=1 

AWR: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=AWR&analystid=93&re=1&width=500&height=350&wmf=1 

CCC: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=CCC&analystid=93&re=1&width=500&height=350&wmf=1 

CWCO: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=CWCO&analystid=93&re=1&width=500&height=350&wmf=1 

CWT: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=CWT&analystid=93&re=1&width=500&height=350&wmf=1 

IEX: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=IEX&analystid=93&re=1&width=500&height=350&wmf=1 

MPR: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=MPR&analystid=93&re=1&width=500&height=350&wmf=1 

MWA: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=MWA&analystid=93&re=1&width=500&height=350&wmf=1 

SBS: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=SBS&analystid=93&re=1&width=500&height=350&wmf=1 

SJW: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=SJW&analystid=93&re=1&width=500&height=350&wmf=1 

TTEK: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=TTEK&analystid=93&re=1&width=500&height=350&wmf=1 

VE: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=VE&analystid=93&re=1&width=500&height=350&wmf=1 

WTR: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=WTR&analystid=93&re=1&width=500&height=350&wmf=1 

WTS: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=WTS&analystid=93&re=1&width=500&height=350&wmf=1 

YORW: http://www2.investars.com/cgi-bin/charts/_nasdaq.exe?f=1&s=YORW&analystid=93&re=1&width=500&height=350&wmf=1 

All prices are as of the market close on 5/7/2010. 

At the time this report was published, Brean Murray, Carret & Co., LLC made a market in the securities of Consolidated Water Co., Ltd., The 

York Water Company and Tetra Tech Inc. 

Brean Murray, Carret & Co., LLC has managed or co-managed a public offering or placement of securities of American States Water Company, 

Mueller Water Products, Inc. and American Water Works Company, Inc. within the past 12 months. 

American States Water Company is, or within the last 12 months has been, a client of Brean Murray, Carret   & Co., LLC, and investment 

banking and/or advisory services are being, or have been provided. 

Met-Pro Corp. is, or within the last 12 months has been, a client of Brean Murray, Carret   & Co., LLC, and investment banking and/or advisory 

services are being, or have been provided. 

Mueller Water Products, Inc. is, or within the last 12 months has been, a client of Brean Murray, Carret   & Co., LLC, and investment banking 

and/or advisory services are being, or have been provided. 

American Water Works Company, Inc. is, or within the last 12 months has been, a client of Brean Murray, Carret   & Co., LLC, and investment 

banking and/or advisory services are being, or have been provided. 

Brean Murray, Carret & Co., LLC has received compensation for investment banking and/or advisory services from American States Water 

Company, Met-Pro Corp., Mueller Water Products, Inc. and American Water Works Company, Inc. within the past 12 months. 

In the normal course of its business, Brean Murray, Carret & Co., LLC does and intends to seek compensation for investment banking and/or 

non-investment banking services from the companies in its coverage universe. As a result, investors should be aware that the Firm may have a 

conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 

investment decisions. Non-U.S. research analysts that may have contributed to this report are not registered/qualified as research analysts 
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with the FINRA. 

The research analyst(s) or research associate(s) principally responsible for the preparation of this research report has received compensation 

based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. The 

compensation is determined exclusively by research management and senior management (not including investment banking). 

Brean Murray, Carret & Co. Stock Rating System 

Buy - Expected to appreciate by at least 10% within the next 12 months. 

Hold - Fully valued, not expected to appreciate or decline materially within the next 12 months. 

Sell - Expected to decline by at least 10% within the next 12 months. 

 
# of Securities % of Total Securities 

# of IB-Related Securities in 
Past 12 mos. % of Total Securities 

BUY 143 70.79% 20 13.99% 
HOLD 50 24.75% 1 2% 
SELL 5 2.48% 0 0% 
NOT RATED 4 1.98% 0 0% 
TOTAL 202    
Note : Stock price volatility may cause temporary non-alignment of some ratings with some target prices. 
 

Valuation Methodology and Risks 

American Water Works: Our $28 target price is based on the shares achieving a P/E multiple of 20x our 2010 EPS estimate of $1.40.  Risks to 
the achievement of our target price include weather, acquisition integration, regulatory environment, additional equity offerings, potential 
goodwill impairments and changes in interest rates. 

 
American States Water: Our $45 target price is based on the shares attaining a level of 20x our 2011 EPS estimate of $2.24.  Risks to the 
achievement of our target price include integration of acquisitions, weather, environmental regulations, regulation of rates, and interest rates. 

 
Aqua America: Our $26 target price is based on the shares achieving a P/E multiple of 26x our 2011 EPS estimate of $0.98. Risks to the 
achievement of our target price include weather, acquisitions, interest rates, environmental / public health responsibilities and regulatory 
climate. 

 
Calgon Carbon: Our $24 target price is based on the shares attaining a level of approximately 24x our 2011 EPS estimate of $1.09.Risks: global 
macroeconomic conditions, foreign exchange exposure, changes in environmental regulations. 

 
Consolidated Water: Our $19 target price is based on a multiple of 22x our FY11 EPS estimate of $0.85. Risks to the achievement of our target 
price include weather, acquisition integration, environmental regulations, and political climates in the company’s service territories. 

 

Met-Pro Corp: Our $12 target price is based on a multiple of 24x our FY11 EPS estimate of $0.48, plus $2 per share in cash.  Risks to the 
achievement of our target price include acquisition integration, geopolitical concerns, currency fluctuations, and economic sensitivity. 

Mueller Water Products: Our $6.25 target price is based on a multiple of 16x our 2012 EPS estimate of $0.39.  Risks to the achievement of our 
target price include global economic conditions, natural disasters, commodity pricing, labor issues, and foreign exchange exposure. 
 
Tetra Tech: Our $28 target price is based on the shares attaining a P/E level of 22x our FY11 EPS estimate of $1.29. Risks include global 
macroeconomic conditions, major project delays or cancellations, acquisitions, and the ability to attract/retain employees with specific 
scientific skill sets.  

Sabesp: Our target price of $66 is based on the shares attaining a P/E multiple of just over 8x our 2011 EPADR estimate of $8.58.  Risks to the 
achievement of our target price include majority government ownership, legislation, currency fluctuations, environmental regulations, 
outstanding accounts receivable, water supply agreements and weather. 
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Veolia Environnement:  Our target prices of €28.00/$38.00 are based on the shares attaining a level of 18x our 2011 EPS estimates of 
€1.57/$2.13.  Our risks to our target price include acquisition integration, foreign exchange, contract competition, interest rates, weather, 
energy prices changes, changes in legislation and environmental / public health responsibilities. 

York Water: Our $18 target price is based on a multiple of 26x our 2010 EPS estimate of $0.69.  Risks to the achievement of our target price 
include unfavorable weather, acquisition integration, interest rate variability, environmental/ public health responsibilities, macroeconomic conditions 
and regulatory climate.  

Analyst Certification 

We, Michael Gaugler and Christopher Noon, hereby certify that the views expressed in this research report accurately reflect our personal 

views about any and all of the subject securities or issuers referred to in this document. The analyst and associate analyst further certify that 

they have not received and will not be receiving direct or indirect compensation in exchange for expressing the recommendation contained in 
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