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October, saw the sharpest monthly decline for equities since 2012. One might argue, that risk appetite 

got ahead of itself and that the correction will turn out to be healthy. With the trade war between the 

US and China still looming, hawkish central banks and uncertainty over the future path of politics in 

Europe and the US, it might be a bit too early to put all chips on the table again. After all the volatility 

calmed down and the market started to bottom out towards the end of the month. The Tareno Global 

Water Solutions Fund got marked down by -9.03% and had to give back the positive returns that were 

achieved over the first nine month of the year. The good news is, that the earnings season, which is in 

full swing currently, supports our view, that company fundamentals are still solid. What we take away 

from many reports is, that input costs (mainly copper, steel and labor) are on the rise and that this 

pressures margins short term. The competitive advantage many of our companies have created in the 

past allows for them to push through price increases to the customer. It might take a quarter or two, 

but in the end margins will recover. We have no indication today that the demand side of the equation 

is slowing. The flow of money into the water sector continues. The latest US Census construction data 

suggests capital spending on water is up 37% this year, while wastewater spending is up 12%. With 

large industrial sectors facing growth levels not seen since many years, the demand for water 

applications will remain robust. We still favor industrial-heavy names like Ecolab, Thermo Fisher and 

Xylem. As we are not able to rule out further market weakness due to mainly political uncertainties, 

we have reduced our underweight in the utility sector. We added to US water utilities Eversource and 

American Waterworks. In addition, we have initiated a position in Brazilian water utility Sabesp. With 

an outstanding performance of +25.8%, Sabesp was the best performing position during the reporting 

period. Investors expect the elected right-wing government under Jair Bolsonaro to have a market 

friendly approach.  

We expect the market to trade sideways, once the earnings season is behind us. The fierce correction 

in October might have offered solid entry points in retrospective. A softening of the trade tensions 

between China and the US would work as catalyst. 
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This information has been furnished to you upon request and solely for your information and may not be reproduced or redistributed to any other person. It is not intended 
as an offer or solicitation with respect to the purchase or sale of shares of the Sicav. Please be aware that investment funds involve investment risks, including the possible 
loss of the principal amount invested. For a detailed description of the risks in relation to each share in the investment fund, please see the prospectus. Investements of 
the Luxemburg Variopartner SICAV-Tareno Waterfund should be made due to the fund's latest prospectus, the statutes, the latest annual report and, if applicable, the half-
yearly report. These documents are available free of charge from the domicile of the fund at 33, rue Gasperich, L-5826 Hesperange, Luxemburg, or from Vontobel Fonds 
Services AG, Dianastrasse 9. CH-8022 Zürich, Switzerland and Bank Vontobel AG, Zürich, Switzerland.  


