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Equities recorded positive returns in general during the month of April. Continued strengths in 

macroeconomic data, cooling trade fears and some positive surprises in earnings reports for the first 

quarter led to an increase appetite for risk among investors. Rising tensions in the Middle East led to 

a strong rally in the oil price and the stock prices of companies along the energy vertical. As Oil&Gas 

is a very important end market for water applications (for example pipes, pumps and controls), the 

positive momentum in the energy sector might finally lead to a pick-up of investments into related 

infrastructure. The Tareno Waterfund achieved a return of 0.63% during the reporting period (MSCI 

World +3.03%).  

The reporting season showed many companies that had a solid start into 2018. The macro 

environment is still favourable and the latest data out of the US indicate, that industrial channel 

continues to build momentum.  Industrial production rose again in March and capacity utilization is 

above 78% for the first time since 2015. Historically, industrial capex accelerates as capacity 

utilization nears 80%. Another pocket of strength is the construction vertical, where we see clear 

signs, that the homebuilding and the renovation market remain healthy. Municipal/utilities and 

agriculture are underweighted against industrial and construction. Utilities are still under pressure 

from multiple factors. Regulators try to push for lower ROE’s and rising interest rates pull investor’s 

attention away from so called “bond proxies”. Agriculture is still the least preferred sector, even as 

corn prices suggest, that the worst might be behind. Recent results from Valmont and Lindsay were 

positive, but we prefer to wait for the trend to become visibly before getting more constructive on 

those names.  

Corporate transactions continue to be a topic of interest. The French water company Saur, now 

owned by a consortium of investors, confirmed its commitment to a strategic sale by the end of 

2018. While this might not have a direct impact on our portfolio, it still shows, that the “water 

theme” is very much alive.  

We made several minor adjustments to the portfolio during the reporting period. One position we 

exited is Watts Water. The 1st quarter results were strong, with the top-line expanding organically by 

4% and a Forex tailwind of another 5% (40% of Watts’ revenues are Euro based). Nevertheless, the 

stock has priced-in the positives and currently trades at a PE of 20.5 within the upper end of its 10-

year trading range of 14 – 22. As fundamentals are sound, we wait for a better entry point.  

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 
Waterfund in November 2007. Stefan Schütz is Certified International 
Investment Analyst. Contact: s.schuetz@tareno.ch  
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