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Equities had a strong start into 2018 with many of the major indices hitting new highs. The Tareno 

Waterfund achieved a performance of +0.25%, underperforming the MSCI World (+1.48%). Within our 

demand-channel framework, Industrials and Construction posted solid performances on the back of 

strong fundamental data and sound earnings reports. The Agriculture segment was flat und Municipals 

were down, underperforming the other segments. Municipals, especially US utilities were hurt by 

rising interest rates as they have been bought as bond proxies while interest rates remained low. In 

addition, many investors have bought into the idea, that consolidation in the sector will drive earnings 

growth. Unfortunately, recent developments point to increasing interference by public utility 

commissions. We reduced exposure to American Waterworks and Aqua America during the month 

which was somehow painful as we would like to own them, but not at a valuation of close to 30 times 

earnings.  

We expect industry related water plays to follow their recent path of strong returns driven by the 

recovery of key markets such as oil& gas or mining. We added positions in Uponor, Aalberts, Brenntag 

and Ferguson as well as Asahi Kasai, a Japanese manufacturer of water-treatment membranes. 

Another group showing continued strength are suppliers of water testing systems and related items 

as software, consumables and services. These companies take their share out of tightening 

environmental standards and investments into the capacity of laboratories to comply accordingly. We 

added therefor to holdings in Thermo Fisher, Agilent and Perkin Elmer.  

The first couple of earnings reports published showed in many cases a positive reading into the impact 

of the corporate tax reform. Another fact mentioned in many reports are rising input costs (labor, 

commodities), that could hurt margins going forward. We believe, that the companies in our 

investment universe are able to take counteractive measures.  

At the very end, a headline caught our attention. Its marginalia, but worth mentioning. The water 

sectors first “crypto currency” is set for an offering in February. Genesis Research & Technology, a 

company that provides technology to clean and purify all levels of water (that is what their website 

says) intends to issue so-called Water Tokens that will entitle the holder to dividend rights. GR&T aims 

at using the block-chain-technology to store data from each of their operations to proof compliance 

with their client’s specifications.  

Of course, these Water Tokens are not within our scope, but it’s interesting to witness new 

technologies entering the often deemed “boring” water-space.  
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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 
Waterfund in November 2007. Stefan Schütz is Certified International 
Investment Analyst. Contact: s.schuetz@tareno.ch  
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