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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 
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Tareno Global Water Solutions Fund April 2020 

After the severe fall in global equities during March, markets rebounded in April. The main reason 
behind the move were the swift reactions by central banks to support their economy. These massive 
stimulus measures helped to contain the damage caused by lock-downs across the globe. With the 
sentiment turning less negative (at least this is what prices make us believe), volatility declined from 
extreme levels. In the case of the S&P500, more than half of the lost territory could be recovered. At 
this point it is somehow hard to think of retesting the lows again. The market seems to be priced for 
the best-case scenario (which might be, that the man with the briefcase bails out everyone, whatever 
happens…). We will not complain as the Tareno Global Water Solutions Fund could recover a nice part 
of the losses incurred since the start of the year. During the reporting period, the fund locked-in a 
positive performance of +7.76% (EUR R1).  

While there is relief in the stock market, the picture in the real world continues to deteriorate at an 
unprecedented speed. We are in the midst of the earnings season and about a third of our companies 
has reported their numbers so far (most reports will follow in May). The good news is, there were so 
far no bad surprises (fundamentally, not in terms of price reaction), but on the other hand, visibility 
has dropped to almost zero and the demand picture in some key water end-markets (Oil&Gas, 
commercial construction for example) became rather clouded. As all of the companies reporting 
withdrew their 2020 guidance, they did not sound overly dramatic (most do have diversified end-
markets). The only exemption was Idex Corp. They characterized the current situation as: “It is creating 
an economic impact the world has not seen before”. Idex is a very well-run company, operating a 
diversified business portfolio. Nevertheless, the top-line headwinds could stretch into 2021. We are 
still holders of Idex, as we are convinced that the long-term story remains compelling.  

What we have learned in general from latest earnings reports is, that almost every company was 
allowed to keep its operations up and running as “water” is part of the critical infrastructure needed. 
There have been some cancellations from commercial clients along the various end-markets, but 
orders out of municipal or federal channels are less affected (so far). Capex and capital allocations are 
under review and due to be scaled back (share buybacks for example). And in unison: Q2 will be way 
worse than Q1 2020.  

Looking at our 4 demand verticals, we acknowledge the weakness in industrials (due to the fall in the 
oil price and the looming capex cuts within this water intensive sector) and construction (most water 
players in construction rely on large projects like hotels, offices and retail – all of them might see 
declines in activity in the near future), as well as in agriculture (not only are commodity prices soft, but 
drought is likely to hit farmers again this year).  

The place to put money to work under current circumstances is “municipal”, where utilities offer the 
best protection against a recession. You have heard it before, but we point again to the unique 
advantage of the water-investment-universe where investments can be shifted to defensive business 
models if needed.  

Several adjustments were made to the portfolio:  

We added UK utility Pennon as well as two names out of Japan: Miura and Kurita Water. We exited 
positons in Pentair and ICF International as both names were lagging the recovery.  

In addition, we have trimmed our position in Pool Corp (out of our top positions as of 04/30) and exited 
positions in Mueller Water and Gorman-Rupp. We decided to trim or even exit these positions as we 
saw better opportunities in companies with a higher ESG-Score in our model. Therefore, we managed 
to strengthen the overall ESG-Profile of the fund.  
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Stay healthy! 

 
 
 

Stefan Schüz 
 
 

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). 


