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Tareno Global Water Solutions Fund November 2019 

November added another positive month to a year that offered way better returns for equities than 

one would have expected in the beginning of 2019. The US and China are still far from a trade deal, 

but at least there has not been any further escalation. Developed markets outperformed emerging 

markets and bond yields moved marginally higher. Earnings season ended with the majority of 

companies reporting flattish earnings growth compared to 2018, which was in-line with analysts’ 

lowered expectations.  

Water sector fundamentals are showing a mixed picture currently. The municipal channel is a bright 

spot with municipal governments going ahead with infrastructure projects. Tetra Tech, one of our top 

picks in this sector posted solid results that beat estimates. The company has enjoyed double-digit 

growth in revenues from state and local customers for the last several years. With its backlog at record 

levels, we expect the positive momentum to continue. Municipal bond issuance (the most important 

funding source for municipal water projects) is up 9% this year, suggesting that the recent trend is 

sustainable. Within the municipal space, we slightly reduced our exposure to utilities during the 

reporting period. The group so far did not fully recover from the rotation out of defensive stocks into 

more growth oriented names that started in Q3. Interest rates off their lows and stretched valuations 

keep us on the sideline for the moment. The industrial sector showed signs of stabilization after a 

challenging 3rd quarter. We increased our exposure to the sector during the reporting period, initiating 

positions in Mueller Water (its digital technologies business broke into the black for the first time at 

the operating level) and Pentair (management presented an optimistic outlook for 2020 after a sluggish 

2019) among others. Construction is still a solid end market for water technologies with new housing 

starts and renovation being the main drivers. To prove our positive view we added to positions in Sika, 

Georg Fischer, Ferguson and Aalberts. Agriculture is still the least attractive sector from our point of 

view as low soft-commodity prices prevent farmers from investing. Smart irrigation remains a 

compelling story, but this is currently not enough for us to be more constructive.  

We attended the largest trade show for water technologies, Aquatech in Amsterdam in early 

November. We came away convinced, that the challenges around the use of water are understood and 

addressed by the industry. All the conversations we had with company representatives indicated that 

the demand for water technologies is stronger than ever. We are encouraged in our opinion that 

opportunities for investors in the water sector are far from fetched.  

We would like to thank you for your continued support and wish you happy, reflective, and restful 

holidays and a good start into the new year 2020.  

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). 


