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Tareno Global Water Solutions Fund July 2020 

The major indexes ended mostly higher for the month as investors reacted to a flood of quarterly 

earnings reports and some prominent economic data. Large tech continues to thrive, making the 

Nasdaq the biggest winner for the year. The S&P500 as well is now positive since the start of 2020. A 

stellar rebound, given that this index was down by almost 40% in March. Equities in Europe fell on 

concerns about the recovery of the economy due to a resurgence in Cov-19 infections. In addition, 

earnings in Europe came out less convincing than in the US where many reports managed to beat 

expectations. Stocks in Japan had a negative month as well. The recent strengths of the Yen is a 

headwind to exporters going forward.  

The Tareno Global Water Solutions Fund (R1 EUR Tranche) posted a performance of +1.57% (MSCI 

World TR EUR -0.48%).  

Earnings reports took center stage this month with many positive reports among our holdings (but 

with mixed market reactions to be fair). We noticed solid reports from AO Smith (their China business 

fell -23.8%, a less bad result than the -52.5% in the prior quarter and management noted improved 

consumer demand). We recently build the position in AOS, as we like their water-heater replacement 

business in the US, which makes up for 70% of sales.  

Tetra Tech, one of the first companies in our universe to reinstate guidance for 2020 published a solid 

report as well. Despite a revenue decline of 10%, gross margins rose 150Bp to 20.4%. Management 

stroke a bullish tone during the presentation, even as headwinds and uncertainty remain.  

Another report we liked came from Idex, whose second quarter results were a modest surprise. The 

company has a shorter-cycle portfolio than many of its industrial peers, which positions it to 

experience a recovery in sales earlier than late-cycle names like Xylem for example. Xylem was one of 

the companies with a weaker report in Q2. Exposure to the energy sector, wastewater equipment and 

metering seem to be persisting headwinds into 2021. This might be a drag on earnings despite some 

aggressive cost cutting by the company.  

Best performing stocks were suppliers of water testing equipment. This comes to little surprise, as 

most of these “testing” companies are involved in Cov-19 testing as well. PerkinElmer, Danaher, 

Waters and Idexx all posted double-digit returns during the reporting period.  

In Europe, we liked the results of Alfa Laval, whose earnings beat expectations handsomely due to solid 

execution (cost cutting) and Uponor, a pipe manufacturer from Finland, whose earnings beat the 

highest estimates (on solid execution as well) and pushed the stock up almost 20% for the month.  

The defensive names within our universe, especially utilities and late-cycle names that rely on big-

ticket capex performed flattish or slightly negative. The only drag on performance were our 

investments in Japan. The strength of the Yen hurts exporters and has obviously led to investors exiting 

positions. 

We have trimmed some positions during the reporting period and used part of the proceeds to initiate 

our first position in China since 2018. China Lesso Group is one of the oldest suppliers of plastic pipes 

and fittings in China. With input costs declining (mostly oil), the company has given a strong outlook 
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for the rest of the year. The company also stands to gain from the acceleration of water-savings 

projects announced by the Chinese government.  

Bearing in mind that anticipating the fed’s next move outweighs the fundamental analysis (or why 

would the most levered balance sheets show the best performance otherwise?) we enter the second 

half of 2020 equally optimistic and attentive.  

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). 


