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Industrialization, urbanization, agriculture or forestry, 
just to name a few, had a bearing on the cycle. With 
a limited supply on one side, and an ever growing 
demand on the other (we have not talked about 
population growth and climate change yet), there 
is an urgent need for technologies and solutions, 
helping us to correct the interventions into the water 
cycle. And this is where the Tareno Global Water 
Solutions Fund comes into play.  

Investment opportunities
The lure of investing in water is by far not a new 
idea and there are several ways in which it can be 
done. One could buy water rights like US billionaire 
T. Boone Pickens, or invest into farmland with water 
on-site as advocated by Michael Bury, but the 
barriers to set up such investment strategies are 
rather high. It demands a vast amount of capital, 
the investments would have to be made at a very 
local level and of course, the portfolio would be very 

Water
A long-term investment on an 
essential commodity

Water – a global challenge
Water is, and will always be the most essential 
commodity on earth. Water is indispensable for 
life and it is the most important input to economic 
activity. Despite the fact that about 70% of the 
earth’s surface is covered with water, water is 
actually a very scarce resource. Why? Because 
96% of all water is held by the oceans, it is saline. 
Another 2% is locked-up in ice and glaciers. So only 
little of the overall water is readily available to satisfy 
our thirst. A further handicap is, that the fresh water 
available is not evenly distributed. Water is always 
in movement, as described by the water cycle that 
has been working since there is water available 
on the planet. The term “water cycle” points to 
another important fact: The quantity of water is 
given. We can be pretty sure, that all the water we 
consume today has once been in the stomach of 
a dinosaur. Over the last about 150 years, humans 
have massively intervened into the water cycle. 
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illiquid. For most investors, this is not appropriate. 
That’s why we at Tareno have decided to work with 
an investment universe consisting of listed equities. 
The companies we are investing in, touch the value 
chain of water in various aspects like distribution, 
wastewater treatment, pumps, pipes and metering 
systems among other things. We do not invest 
in bottled water since it constitutes only 1% of 
the total water use. Besides that, no one needs a 
Waterfund in order to be invested in for example 
Nestle or Danone.  

Why Tareno Global Water Solutions Fund 
After ensuring a minimum market cap of EUR 
150M, we get to a universe of a little less than 
150 names. Compared to other industries like 
Technology, Health Care or Oil&Gas, Water is 
tiny and highly fragmented. In fact, the “water 

industry” does not even exist. It is a collection of 
fundamentally different businesses coming from 
diverging economic sectors. Thus the notion 
“hydro-commerce” might be a better umbrella term 
for this universe. We are applying a framework of 
“Four Demand Channels” to divide the universe. 
Utility (distribution, municipal wastewater treatment), 
Industry (management of process water), 
Construction (water management inside residential 
and commercial buildings) and Agriculture (mainly 
irrigation). To be focused on the long-term drivers 
only and get caught on the wrong foot by the 
cyclical reality is one pitfall to avoid. Another pitfall 
is losing track of underlying fundamental drivers. A 
supplier of wastewater treatment pumps most likely 
has some overlap with the Oil&Gas-Industry through 
other products and is therefore heavily dependent 
on the price of oil and the investments within this 
particular industry. Another important driver are 
interest rates. Rising interest rates pose a real threat 
to utilities as these stocks are bought as bond 
proxies. The dependency on an uncorrelated set 
of fundamental drivers is the main reason why we 
believe, that over the long run, an active investment 
in water is the right choice. 

Sustainable and responsible investing
Sustainability is a key theme for Tareno. We 
believe that the benefits of integrating ESG as an 

essential component of the investment process 
go far beyond risk reduction and that investments 
in companies with higher ESG ratings will perform 
better than the market in the medium term. That 
is why we have put in place a solid process based 
on our proprietary ESG-scoring model. We are 
analyzing big data, to get an ESG profile of our 
holdings on a daily basis. The momentum of a 
company’s ESG-Score is a valuable indicator of a 
stock’s future performance.
The Tareno Global Water Solutions Fund is definitely 
worthy of follow up research for investors looking to 
capitalize on the attractive long term fundamentals 
related to water. 

Insufficient water supply threatens survivability of the world 
economy, the environment and humanity as a whole.
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Source: Tareno Asset Management 2018   
Note: Total return since share class inception up to 31.07.2018. Share class 
inception on 04.01.2008. The performance data do not take account of the 
commissions and costs incurred on issue and redemption. The return of the 
fund can be a result of currency fluctuations rise or fall. Past performance 
is not a guide to current or future performance.
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