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Tareno Global Water Solutions Fund October 2019 

October was a good month for equity markets with returns in a range between 2.5% percent for 

developed markets and up to around 4% for emerging markets. The S&P 500 even closed at a new all-

time high at the end of the month. Supportive to the momentum were once again central banks that 

reiterated their dovishness. Renewed hopes of a trade deal between the US and China and the UK once 

again avoiding a no-deal Brexit played a role as well. 

With the earnings season in full swing, there is a lot to report from the corporate front. Europe did 

particularly well during the reporting period. Uponor, a supplier of plastic pipes used in in-house water 

management reported strong profitability among all its divisions. The management of Uponor stated 

that the construction market had stabilized after an uncertain first half of the year. Another company 

with a stellar performance (+20%) after the earnings release was the Swedish consulting firm Sweco. 

Organic growth of 6% was 200Bp ahead of expectations. Management anticipates the solid demand in 

its core market for infrastructure and water to continue. Utilities did well in Europe, driven by strong 

performances from UK water utilities. The exception among European Utilities was Suez. The 

announcement of Suez’s strategic review did not convince investors and the stock immediately started 

to sell-off when the company announced a plan to sell up to EUR 4 billion in assets to strengthen its 

technology and digital offering. Part of the disappointment might be explained by the absence of any 

intention to increase the dividend, which has been held at EUR 0.65 for almost a decade.  

In the US, the picture looks a bit more mixed with companies referring to “difficult end-markets” or 

“macro headwinds” while tweaking their guidance towards the lower end of previous ranges. Xylem 

for example was punished with a close to 10% drop after lowering their guidance for the third time in 

a row. While the long-term outlook remains favourable for Xylem, the near-term headwinds cannot 

be neglected. Management mentioned, “notable weakening in industrial and commercial end-

markets” as a factor to explain the lowest revenue growth since 2016 (+0.7%). We heard similar 

comments from other industrials like Ecolab, Waters or Idex. A positive was Watts Water, whose report 

showed an increase in margins that could offset tepid top-line growth. In addition to the quarterly 

numbers, Watts announced the purchase of “Backflow Direct”, a dynamic competitor with strong 

brands that perfectly match the existing offering. What makes the deal somehow special is the 

following fact: Doug Powell, the founder of “Backflow Direct” has already sold two other companies 

he founded to Watts Water since 1996. They might lock him up for life this time...  

With most of the earnings reports in our universe behind us, we are convinced that fundamentals in 

the water space are still solid.  

Best regards 

 
 

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). 


