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February had been a tough month for equity investors as volatility shot up significantly and lead to 

fierce swings in the market. A 1’157 points plunge in the Dow Jones marked its biggest one-day drop 

on the 5th of February (intraday the Dow fell as much as 1’600 points). Only few stocks escaped the 

turmoil. Even as the situation calmed down during the month, the Tareno Waterfund posted a negative 

performance of -2.64% (MSCI World -2.09%).  

With the earnings season behind us, we stick to our positive outlook for the water space, as the big 

picture is unchanged. Many industrial companies mentioned input costs (steel, copper, wage costs) as 

the major challenge for the year. The majority of companies we are talking to confirmed, that they will 

be able to make up for the increase in costs through an increase in prices.  

Xylem, one of our top picks, was one of the few stocks that ended the month in positive territory. They 

reported solid numbers and convincing organic growth rates. The outlook for 2018 was upbeat with 

earnings likely to grow by up to 6% organically on last year. After the purchase of Pure Technology was 

closed, Xylem will combine all its software and analytics businesses in a separate business unit named 

“Advanced Infrastructure Solutions”.  

Overall, the industrial channel remains well positioned with the globally favorable macro backdrop. 

The municipal channel will be challenged this year as rising interest rates put dividend plays and bond 

proxies (as utilities are) under pressure. We have already reduced our exposure in US, as well as 

European water utilities significantly. Another “underweight” is the agricultural channel as this end 

market still struggles to adapt to a “new normal” of depressed soft commodity prices. The construction 

channel is likely going to be a key driver in the water universe. The positive momentum in residential 

construction is continuing on both sides of the Atlantic.  

We made a couple of adjustments to the portfolio during the reporting period. We reduced positions 

in Glow Energy and Itron and initiated positions in ICF International (environmental consulting), Per 

Aarsleff (construction), Emerson Electric (process automation) and Rotork (actuators, flow control).  
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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  

mailto:s.schuetz@tareno.ch

