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Water, or rather the scarcity of water, has rightly 
been the subject of increased attention in recent 
years: „liquid gold“ or „the oil of the 21st century“ 
are terms that are regularly mentioned in discussions 
about the commodity water. It is generally known 
that supply and demand for water are in a drastic 
imbalance. How does this come about? The amount 
of water we have available on earth has not changed 
since the existence of water on our planet. In fact, the 
same water that we use today once passed through 
the stomach of a dinosaur. On the other side of the 
equation are three major demand drivers: population 
growth, urbanization and climate change. 

All of these factors indicate that water shortages will 
become even more acute in the future. If demand 
exceeds supply in the long term, this will lead to rising 

WHY WATER - A MEGATREND AS AN INVESTMENT THEME 
prices. So is investing in water a foolproof business? 
No, on the contrary! In order to be successful in 
the investment theme of water, some background 
knowledge is necessary. Firstly, it is hardly possible 
to invest directly in water as a commodity. There is a 
lack of listed investment instruments such as those 
traded for oil, gold or agricultural commodities. In 
contrast to these commodities, the price of water 
is set at local level. In addition, the acquisition 
and commercialization of water rights is highly 
controversial. We also distance ourselves clearly 
from water rights and do not invest in bottled water. 
The most promising option is to invest in companies 
whose services are dedicated to the task of reducing 
water consumption and water pollution in order to 
secure this vital resource in the long term. 
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Based on the statistics of water consumption, 4 end 
markets can be defined, which are served by the 
companies along the water value chain: 

Industry: Water companies providing industrial 
clients with systems and components for the 
treatment of process water. Depending on the 
branch of industry, the water must be pre-treated to 
enable the production process. The pharmaceutical 
industry, for example, requires much „purer“ water 
than is needed to dye cotton. After use, the water 
must be purified again in a sewage treatment plant 
or, in the best case, within the production cycle. 

Agriculture: Agriculture is the biggest market for 
irrigation systems (sprinklers, drip irrigation) and 
solutions related to groundwater management. 

Construction: This sector is concerned with water 
management in residential and commercial proper-
ties, flood protection or rainwater management. 

Utilities: The tasks of the utilities include, for 
example, the distribution of tap water, the operation 
of sewage treatment plants, the maintenance of the 
pipeline infrastructure and the digitalization of the 
networks (intelligent water meters). 

END MARKETS 
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Based on these keywords, an investable universe 
of around 250 companies can now be put together. 
Almost two thirds of these mostly medium-sized 
companies are listed in the USA. The rest is spread 
over Europe and Asia. One peculiarity of the universe 
is its heterogeneity. The only larger group is made 
up of utilities, while the remaining companies are 
widely spread across various industries. The majority 
of companies are organized as conglomerates. In 
addition to the „water business“, a company portfolio 
often includes other business areas that are not 
related to water. The dependence of sales on the 
topic of water averages almost 50%. 

INVESTMENT UNIVERSE 

4

Before investing in one of the companies, an 
important question therefore arises: How do you 
deal with sales that are not related to water? Simply 
neglecting them is not an option. It is much more 
important to know these parts of the business and 
analyze the underlying drivers. A pump manufacturer 
who produces pumps for the wastewater industry 
will in most cases also sell pumps to the oil and gas 
industry. If the oil price falls, customers in this sector 
will postpone their investments. This will be reflected 
in the results of the pump manufacturer and may 
have a negative impact on the share price. 

In the short term, the course of the economy may 
lead to distortions in the results of companies within 
a water portfolio. The most important driver for 
water companies is investment in infrastructure - be 
it by private companies or by the public sector. As 
mentioned, utilities are a large part of the universe, 
which is less sensitive to economic cycles and offers 
a certain stability in weak market phases.

Here again, it is important to define the right time to 
overweight this segment in the portfolio.

In summary, it can be said that investments in the 
„megatrend“ water are certainly feasible, but one 
cannot blindly rely on the long-term drivers - however 
robust and imperishable they may be.

Making the right decisions can be delegated to 
specialized funds like the Tareno Global Water 
Solutions Fund.

INVESTING 
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Stefan Schütz leads the equity research team consis-
ting of 6 analysts, and is responsible for the European 
and US industry sector. He has over 20 years of ex-
perience in equity research and asset management. 
Stefan Schütz started his career in the finance indus-
try in 1997 at Bank CIC. He joined the Tareno Invest-
ment Team shortly after the inception of the Tareno 
Global Water Solutions Fund in November 2007. Ste-
fan Schütz is Certified International Investment Ana-
lyst (CIIA).

s.schuetz@tareno.ch
+41 61 282 28 00

Tareno Ltd
St. Jakobs-Strasse 18
CH-4052 Basel

info@tareno.ch
www.tareno.ch
www.tareno-globalwatersolutionsfund.ch
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DISCLAIMER
no guarantee of a positive return in the future. The statements, 
information and opinions expressed here are only current at 
the time of writing and may change at any time. Duplication or 
reproduction of this publication, even in part, is not permitted 
without the written consent of Tareno AG. The „Directives on 
the Independence of Financial Research“ of the Swiss Bankers 
Association do not apply.

Pictures: Unsplash

The statements and data in this publication were compiled by 
Tareno AG to the best of its knowledge, in part from external 
(publicly accessible) sources that Tareno AG considers reliable, 
solely for information purposes. This publication is not the re-
sult of a financial analysis. Tareno AG and its employees are 
not liable for incorrect or incomplete information or for los-
ses or lost profits resulting from the use of information and 
the consideration of opinions expressed. The statements and 
information do not constitute a solicitation or invitation, offer 
or recommendation to buy or sell any investment instruments 
or to engage in any other transactions. Nor do they constitute 
a specific investment proposal or other advice on legal, tax or 
other issues. A positive return on an investment in the past is 
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