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Tareno Global Water Solutions Fund November 2018 
Equity markets rebounded from the heavy losses incurred in October. The rebound did not have the 
long legs, one had hoped for, but a stabilization is clearly visible. While geopolitics are still dominating 
the headlines, we prefer to stick with the fundamentals. It’s a fact, that momentum is slowing down, 
but in the end, this is what most experts have been predicting for some time. Anyway, water sector 
fundamentals are generally favorable, with earnings for the third quarter affirming that the Industrial 
and Municipal channels remain in growth mode. Construction is a bit of a concern, as housing data on 
the residential, as well as on the commercial side has been weakening over the last couple of month. 
Higher interest rates, inflation and lower affordability are the most relevant headwinds. Given the 
record high order books most of the companies exposed to water management in buildings have, this 
might not be an issue for the next couple of quarters. The situation needs to be closely monitored 
though.  

With regard to “newsflow”, Aqua America took the market by storm this month, announcing a USD 
4.275 bln acquisition of Peoples Gas, a natural gas utility with strong presence in Pennsylvania. The 
idea of unlocking the benefits of a multi-platform seems to catch the interest of CEO’s. There is indeed 
a lot of synergy and overlap among utilities and like in any other industry, size does matter. Especially 
when you have to deal with regulators. There is probably more to come as the CEO of American 
Waterworks held a positon at an electric utility earlier and Aqua Americas former CEO sits on the board 
of Exelon, another utility that would be ready to build up a water platform. As most of the public water 
utilites found it hard to consolidate smaller water systems, they now might have found a more popular 
way to achieve growth.  

We made a couple of changes to our portfolio during the month. We increased our exposure to the 
utility sector with the initiation of Algonquin Power (hydro Canada), the multi-utility AES Corp and 
Middlesex Water. In addition, we initiated two positions in the industrial space, as there valuation 
contracted in October. US pump manufacturer Gorman Rupp and Bader Meter, a US supplier of 
metering systems. On the other hand, we trimmed positions in cyclical names like Andritz, Brenntag, 
Worley Parsons and ICF international.  

As this is our last report sent out in 2018, we would like to thank you for your continued support! We 
wish you and your families a merry Christmas and a good start into 2019 

Best regards 
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Stefan Schütz leads the equity research team consisting of 6 analysts, and 
is responsible for the European and US industry sector. He has over 20 
years of experience in equity research and asset management. Stefan 
Schütz started his career in the finance industry in 1997 at Bank CIC. He 
joined the Tareno Investment Team shortly after the inception of the 
Tareno Global Water Solutions Fund in November 2007. Stefan Schütz is 
Certified International Investment Analyst (CIIA). 


