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Expected strong momentum in
the agricultural water equipment

sector

In this issue of Spot On,
Oaklins’ Frank de Hek offers
an insight into the merger and
acquisition dynamics in the
agricultural water equipment
market, leveraging Oaklins’
global agriculture industry
teams’ extensive experience
and track record in the sector.

"Supported by long-term 
demand drivers such as global 
population growth and 
decreasing fresh water 
availability, the agricultural 
water equipment market is 
growing rapidly. This strong 
market growth, in combination 
with attractive profit margins 
across the entire value chain, 
makes the agricultural water 
equipment market an attractive 
segment for industry players as 
well as financial investors.

On the back of increasing 
interest in the segment, a 
fragmented landscape of 
market players and significant 
sales and synergy potential, we 
expect a substantial increase in 
M&A activity in the coming 
years. In addition, due to high 
market growth and limited 
cyclicality of the industry, 
valuations are high."

FRANK DE HEK
HORTICULTURE SPECIALIST
OAKLINS, AMSTERDAM, THE 
NETHERLANDS
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Market developments
We expect the agricultural water equipment market to see 
a consolidation wave as it is proving to be an attractive, 
high-growth segment, with a fragmented landscape and 
significant synergy potential. 
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These are the long-term trends
resulting in increased demand for
efficient water systems
Demand growth for efficient agricultural water equipment is 
accelerating rapidly across the globe, fueled by six important long-
term trends.
Growing food demand
In the coming decades the world’s population is projected to grow 
substantially, increasing from 7.6bn people today to 8.6bn by 
2030 and 9.8bn by 2050. As a result, global food demand is also 
set to expand at a rapid pace. The United Nations, for example, 
estimates that food production will need to grow by 69% by 2035 
to feed the growing global population. As food production is the 
single largest user of fresh water (currently accounting for 70% of 
global fresh water use), this will lead to massively increased 
demand for fresh water. Economic expansion and the growing 
global middle class will even further accelerate fresh water 
demand growth. As a result, according to the United States 
Agency for International Development (USAID), global demand for 
fresh water is expected to double over the next 21 years.



Decreasing water availability
While demand for fresh water has increased and continues to 
expand rapidly, the availability of fresh water has decreased by 
26% over the past 25 years, driven by global warming and 
environmental degradation. To address these long-term 
demographic and environmental challenges, and maintain and 
increase the supply of fresh water in a sustainable manner, 
reclaiming and recycling of water will be essential. Efficient 
agricultural water systems will be a key tool to achieve this goal in 
the coming years and decades.

Need for yield increase
In many regions (e.g. in the EU), the total amount of land available 
for all purposes (e.g. residential, industry, agriculture, etc.) is 
relatively limited. Consequently, population growth will not only 
drive demand for food (and therefore water) but will also put 
pressure on the availability of agricultural land, as a growing 
proportion of land is used for housing and related purposes. As a 
result, the amount of land for agricultural use will continue to fall 
between now and 2030. 

To counter the decline in arable land, maintain food security and 
promote economically important agricultural exports, maximizing 
agricultural yields will be of great importance. Greenhouses (which 
offer superior productivity) and other yield-enhancing technologies 
will play a key role in maintaining and expanding food production 
levels, further fueling the demand for efficient agricultural water 
systems over the coming decades.

Regulatory measures
The large and growing fresh water supply-demand imbalance is 
also driving a shift in regulation. Environmental (water) regulation is 
an especially relevant factor in advanced economies, where 
environmental awareness is comparatively high. Regulation is 
particularly important in the EU, as c. 80% of Europe’s fresh-water 
use comes from rivers and groundwater, which makes these 
sources extremely vulnerable to threats posed by over-exploitation, 
pollution and climate change. 

Increased sustainability focus
Consumer-driven demand for sustainability is another key dynamic 
in many advanced economies. Proven sustainable supply chains 
and production methods have become more important for 
businesses across a wide range of sectors, such as fashion, food 
and agriculture. Nowadays, ambitious sustainability goals, audits 
and certificates are even increasingly considered merely an order 
qualifier (i.e. a minimum requirement for many tender processes, 
etc.), instead of just an order winner. 

In the coming years, demand for—and the adoption of—
sustainable business practices is expected to intensify, in particular 
in agriculture. Efficient agriculture water systems will be key to 
achieving such goals, and companies are increasingly willing to 
invest in new, more efficient water systems. 

Technological developments
Another important development is the rapid growth of the smart 
homes & industry market, which drives demand for sophisticated, 
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connected solutions that collect data, analyze various types of 
information and optimize water systems’ water usage on a real-
time basis. The exponentially increasing demand for smart 
solutions often offers significant opportunities for up- and cross-
selling for manufacturers and distributors of traditional products. In 
addition, the use of increasingly sophisticated products—including 
connected solutions—results in more expensive systems, boosting 
the value of the market. 
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The consequences of a fragmented
market landscape in the industry
The agricultural water equipment market has distinct characteristics across the 
value chain, including an increasing technology base, good profitability margins 
and a high level of industry fragmentation. 

1. Manufacturers
Three large, dedicated players dominate the irrigation product manufacturers’ 
landscape: Netafim (Mexichem), The Toro Company and Jain Irrigation 
Systems. In addition to these companies, a handful of large manufacturers are 
active in a variety of industries—one being agricultural water systems (e.g. 
Lindsay Corporation, Valmont and EPC Industries [Mahindra]). Moreover, there 
are many smaller manufacturers that often act as local specialist manufacturers 
of either traditional irrigation products or smart water systems.
2. Distributors
Compared to the manufacturers’ landscape, the irrigation product distribution 
space is even more fragmented. There are only a few large players (e.g. 
SiteOne), with a large share of the market being served by a diverse group of 
smaller, local companies that can locally reach smaller agricultural clients. 

“The highly fragmented industry shows large consolidation potential, and the presence
of significant scale and synergy opportunities will trigger a consolidation among

industry players.”
Frank de Hek, Agriculture specialist, Amsterdam, Netherlands
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https://previewer.foleon.com/deal-announcements/agricultural-water-equipment-sector/foreword/expert-commentary/


EXPERT COMMENTARY

“A wave of M&A deals is
expected within the water
agriculture sector”



The agricultural water equipment market has
distinct characteristics across the value chain,
which fuel M&A activity.

Where are the opportunities?
Driven by six fundamental long-term trends, the market for 
agricultural water equipment is growing rapidly. In 
combination with the attractive profitability margins that 
characterize the industry, agriculture-focused players, water-
related companies (e.g. parties active in heating, ventilation 
and air conditioning [HVAC] and sanitary) and private equity 
investors are increasingly interested in the agricultural water 
equipment sector.

In addition the highly fragmented industry shows large 
consolidation potential, and the presence of significant scale 
and synergy opportunities will trigger a consolidation among 
industry players.
We subsequently expect M&A activity to pick up in coming 
years, and companies need to decide to either act as a 
consolidator or join forces with another player in order to 
safeguard the future of their business



Valuation dynamics

Valuation parameters of listed agriculture 
water equipment players and relevant past 

transactions.
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Valuation of the market players



In recent years, the first signs of sector consolidation have already materialized, with a growing number of precedent 
transactions. The transaction mix shows that the three large consolidators drove the majority of manufacturing transactions, 
and that most transactions were in the range of €50m–2,000m. The average transaction size is much lower for distribution 
deals, with most targets being valued at less than €10m. In terms of valuation multiples, manufacturer transactions are 
valued substantially higher than distribution acquisitions (median 10.4x EBITDA vs 6.9x EBITDA). However, this may, to a 
large extent, also be driven by size differences, as larger companies are typically valued at a significant premium.
 

ENLARGE OVERVIEW

Fueled by excellent long-term growth drivers and healthy profit margins, publicly traded agricultural water equipment 
companies are valued at strong multiples. Reflecting the strength of the fundamental growth drivers, valuation multiples are 
also significantly higher than, for example, those of general building material companies; a trend that started about three 
years ago and is likely to persist going forward.

Valuations of selected agricultural water equipment companies
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Premium valuations of agricultural water equipment companies
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Together with our
clients,
we pursue the
extraordinary
Our clients believe in their power to move mountains, 
and it's a mentality we share with them. We help 
guide them through their next big challenge, 
delivering the specialist effort necessary to turn 
beliefs into reality.
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trusting
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Our responsibility to our clients is
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ambassadors because they’ve
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their needs.
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