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Equities faced a roller-coaster market in March as they recovered early in the month from heavy selling 

in February, only to give back ground during the last couple of trading days. The Tareno Waterfund 

achieved a performance of -1.29 % compared to the MSCI World which achieved a performance of  

-3.05 %. 

Politics were back in the spotlight with elections in Italy and Russia, a snowballing diplomatic crisis 

between Russia and the West and not to forget a looming trade war between the US and China. Talks 

we held with several of our companies at a water conference in London confirmed, that they do not 

expect a direct impact on their business from the import tariffs that are due to come into force. 

Nevertheless, all agreed, that a trade war with China would be met with a great amount of 

uncertainty. 

Even with the earnings season behind most of the companies in our universe, the news flow did not 

dry up. To start with the bad one, the water utility regulator in California (CPUC) has reached a decision 

in setting allowed ROE for water utilities at an average of 9.05% (the lowest ROE in the US). Initially, 

the CPUC made a proposal of 8.3%, but even with this worst case avoided, the outcome is unfavorable. 

This, together with rising interest rates, poses a major headwind to utilities with concessions in 

California. We have already reduced our exposure significantly and feel way better with American 

Water Works (some CA-exposure, but regionally diversified) and Aqua America (no CA-exposure at all). 

On the other hand, the industrial channel continues to accelerate. Especially within industrial 

wastewater treatment, there is robust demand for systems and solutions to keep process water in the 

loop. From discussions with Xylem, a major supplier into the water treatment market, we have learned 

that demand from industrial clients is outpacing the demand of municipal wastewater treatment 

clients.  

M&A was another topic in March, as Connecticut Water and San Jose Water announced plans to merge 

their operations into a USD 1.8MM company with USD 500M in revenues. It would make them the 

third largest listed utility in the US behind American Water Works and Aqua America. We would still 

stay away from the company as they both operate under hostile regulatory regimes (California, 

Connecticut).  

Lanxess, the German chemicals group has put their liquid purification technologies business up for 

sale. It has around EUR 200M in revenues, mostly from ion exchange resin and reverse osmosis 

membranes. Potential bidders could include Pentair, Xylem or Danaher. 
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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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