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Peak earnings fears have proven premature. Especially earnings for the industrials sector were strong 

and allowed the sector to post a total return for the month of July of 3.3% which well exceeded the 

MSCI World return of 2.9%. Among the strongest stocks within the sector was Xylem, which posted 

double-digit organic growth in water infrastructure. Other companies that deserved to be named 

regarding strong earnings were Alfa Laval, Thermo Fisher and Roper Industries. The industrial sector 

contributed 2.0% to the overall performance. 

This was followed by utilities related names that delivered an acceleration in revenues – like Tetra Tech 

and Sweco. The utility sector overall contributed 1.2% to the month’s return whereas agriculture 

added another 0.2% and construction cost -0.2%. The Tareno Global Water Solutions Fund achieved a 

performance of +3.2% (MSCI World +2.9%). 

The tariffs put in place so far this year have not had a major impact to overall earnings strength as 

companies have been able to offset the tariffs with price increases and cost cuts. Trade tariffs by China 

on soybeans have also not yet hurt overall farmer purchases of agricultural equipment due to still 

strong replacement demand. 

While the fundamentals for the water stocks are positive in general for the second half of this year, 

the looming trade conflict with China is a big cloud on the horizon. The Trump Administration has 

outlined another round of tariffs on Chinese imports. The next round of tariffs could be enacted as 

early as August/September 2018.  

Several adjustments were made to the portfolio during the month. We reduced some European and 

Asian domiciled companies like Norma, Nitto Denko and China Everbright. All three companies showed 

a lack of either fundamental- and/or technical-based momentum and therefore achieved a lower 

overall score in our valuation model. US utilities by contrast beat earnings estimates in Q2 18 so far 

and confirmed their solid investment case. We expect them to gradually raise their customer base as 

well as their sold water volumes over time due to the government’s inability to conduct critically 

needed water investments. We therefore increased our exposure to those companies by a few 

percentage points. We still overweight industrial companies and the US remains our favoured region. 

Best regards 

Sybille Wyss 
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Sybille Wyss supports Josef Bollag as a Co-fund manager in the day-to-day strategy management since 
inception. She designed the strategic repositioning of the Tareno Global Water Solutions Fund in 
December 2017. In her role as Chief Investment Officer (CIO), she is responsible for the investment 
policy of Tareno AG. She studied business administration at the University of Applied Sciences 
Northwestern Switzerland and has worked for Tareno since 2004. 


