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For much of this year, equity markets have enjoyed a healthy climb, assisted by a dovish tilt from 

central banks and the possibility of a trade deal between the US and China. Major indices entered the 

month of May at, or close to an all-time high. The good mood did not last long. After a couple of 

days, many investors were scared up by the announcement that the US would go ahead with tariff 

increases on imports from China. Selling across the board led equity markets to perform poorly. 

Developed markets, as well as emerging markets, lost about 6% over the reporting period. The 

Tareno Global Water Solutions Fund achieved a performance of -3.50%.  

The earnings season is now behind us and the results were in general positive. Companies that did 

not meet expectations were sometimes excessively punished like Interpump, Agilent or Toro. On the 

other hand, those companies that managed expectations well since the beginning of the year like 

Sweco, Tetra Tech or Homeserve were rewarded with high single-digit performances. The past 

earnings season has reminded investors, that there are two-way risks to growth and markets and 

that it is unlikely that valuation expansion will continue to drive markets as it did in the first quarter.  

Water sector fundamentals remain firm, but are showing signs of cyclical maturation as the multi-

year uptrend in Industrial demand may be decelerating, Construction looks likely to enter a 

slowdown, and Ag appears on the cusp of deteriorating further despite the current down-cycle being 

among the longest on record.  Still, with the Municipal channel sustaining its steady upward 

trajectory and Industrial continuing to post positive (albeit more modest) demand growth, well 

positioned companies can generate solid earnings growth in this environment. 

In view of this development, we are closely monitoring the companies in our portfolio. We want to 

make sure, that there is a chair left when the music stops. In a side note, A.O. Smith, a long-standing 

outperformer in the water universe came under attack from a short-seller, claiming that AOS has 

deliberately misstated its revenues in China. At the time of the adjustment, we did not have a 

position in the equity of the company.  

We made a couple of adjustments to the portfolio to reduce exposure to cyclical names (industrials 

like Franklin Electric, Gorman Rupp, Coway and Spirax-Sarco) and to increase defensives (Verbund, 

American States Water).  
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Stefan Schütz 
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). 


