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Tareno Global Water Solutions Fund September 2019 

Measured by the markets in general, September was a positive month. Central Banks in Europe and in 

the US cut rates as expected. This was supportive to investors risk appetite. The big surprise came in 

the form of a sudden spike in longer-term interest rates. The yield on 10 year US Treasuries spiked 

from a historic low of 1.4% into the area of 1.8%. In the wake of this move, a rotation took place out 

of value stocks, into more cyclical names. Utilities were particularly hit by profit taking. Looking at the 

lofty valuations in this sector (30 times earnings and above) one might assume a healthy correction. 

We do not expect the rally in cyclicals to have legs as the macro picture continues to be clouded and 

geopolitics will continue to support defensive names for the near future.  

Fundamentals in the water sector remain mixed and dependent on the direction of the general 

economy. Slowing manufacturing data (PMI) continue to weigh on water equipment suppliers serving 

the industrial channel. Danaher, one of our core holdings in the industrial vertical held its capital 

markets day in September, focusing on their water platform. They turned this platform from a USD 

350 million business in 2001 into a USD 2.4 billion powerhouse today. Danaher provided a positive 

outlook for the years ahead. We came away convinced that the headwinds in the industrial space is of 

cyclical nature and that over the long term it will remain the water sector’s most compelling growth 

driver. The municipal channel continues to be driven by investments into water infrastructure by 

municipalities. Many of them taking advantage of the record low interest rates to raise funds. 

Construction is showing signs of life, as indicators for the housing market continue to improve. This is 

a welcome development for companies with relevant exposure like Xylem, Advanced Drainage 

Systems, Watts and Badger Meter to name a few.  

As the rhetoric around trade started to soften during the month, our Asian holdings posted solid 

performances. Among the top five performers for the period were two names out of Japan: Lixil and 

Kurita. The latter repeatedly mentioned the risk that the trade tariffs would lead to worsening 

conditions in the semiconductor market – the biggest end market for Kurita’s ultra-pure-water 

systems.  

Some adjustments were made to the portfolio during the reporting period. We mainly trimmed 

positions in names were we felt that valuation got ahead of itself like Pool Corp, Roper and Ecolab. We 

used the proceeds to raise our exposure to names tied to construction like Advanced Drainage 

Systems, Alberts and Uponor. 

We are entering the final quarter of the year slightly cautious but with curiosity regarding the reporting 

season that will kick-off mid-October.  
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