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Keeping it flowing: Navigating regulation, innova-

tion, and leadership change

January opened the year with a strong sense of direction for the global water sector. Policy deci-
sions, technological momentum, and company-specific developments all pointed to one underlying
theme: water infrastructure remains a strategic priority, even in a complex macroeconomic and ge-

opolitical environment.

From policy to portfolio

The developments observed in January rein-
force the core investment thesis of the Tareno
Global Water Solutions Fund. Regulatory frame-
works in both the US and Europe continue to
translate into multi-year visibility for infrastruc-
ture spending, particularly in municipal water
treatment, flood protection, and environmental
remediation. At the same time, structural
growth drivers, most notably the expansion of
data centres and artificial intelligence, are re-
shaping industrial water demand rather than re-
ducing it.

For the portfolio, this environment favours com-
panies with exposure to essential infrastructure,
advanced treatment technologies, and special-
ised engineering and consulting services. Im-
portantly, these demand drivers are largely in-
dependent of short-term economic fluctua-
tions, supporting resilient cash flows and long-
term value creation.

Portfolio activity during the month

During January, we remained disciplined in port-
folio management. As volatility increased and
selected holdings moved ahead of underlying
fundamentals, we selectively trimmed exposure
where valuations became less compelling.

In this context, we reduced positions in Watts
Water, Mueller Industries, Andritz and ACEA.
The four companies continue to benefit from
strong structural demand but share price per-
formance had temporarily outpaced near-term
fundamentals. Trimming these positions re-
flects our ongoing focus on risk management
and valuation discipline, while preserving expo-
sure to the long-term investment case. Else-
where in the portfolio, we maintained core posi-
tions and selectively added where market vola-
tility created attractive entry points.
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Earnings reported during the month painted a
differentiated picture across the water sector.
A. O. Smith highlighted margin pressure from
rising steel costs and softer demand in China,
partly offset by resilient commercial activity in
North America. In contrast, Tetra Tech deliv-
ered a particularly strong set of results, with ex-
panding margins, improving backlog quality and
raised full-year guidance, supported by acceler-
ating international activity and resilient state
and municipal demand.

January also marked an important leadership
transition at Tetra Tech. Dan Batrack, the long-
est-serving CEO among our long-standing port-
folio holdings, will step down after nearly two
decades at the helm. His tenure is marked by an
outstanding track record, characterised by con-
sistent earnings growth and substantial long-
term value creation for shareholders across
multiple market cycles. The appointment of
Roger Argus, a long-tenured internal successor,
is viewed as a sign of continuity in a people-
driven business, with Batrack remaining closely
involved as Executive Chairman.

Elsewhere, Sika and Geberit pointed to ongoing
margin pressure from cost inflation and a still-
muted construction environment, while Haw-
kins confirmed continued structural momentum
in water treatment driven by acquisitions and
pricing. Overall, the reporting season reinforced
our portfolio positioning towards regulated in-
frastructure, consulting and water treatment
activities, while more cyclical end markets re-
main selectively and actively managed.

Balancing opportunity and risk in a volatile
market

While the medium- to long-term outlook for the
water sector remains constructive, we remain
mindful of several risks. Differences in regulatory
timing between regions can affect project visibil-
ity, particularly for PFAS-related investments.
Earnings season historically brings elevated vol-
atility, even for companies with solid fundamen-
tals, and large infrastructure projects inherently
carry execution and timing risks.

We continue to manage these factors through
diversification across geographies and sub-sec-
tors, active position sizing, and a disciplined fo-
cus on balance sheet strength and cash flow vis-
ibility.

Fund performance and outlook

The Tareno Global Water Solutions Fund deliv-
ered a performance of +4.99% during the re-
porting period (W-EUR share class), with
strength across all regions. As volatility in-
creased in large-cap US equities, particularly
within technology, investor interest began to ro-
tate toward small- and mid-cap companies and
toward markets outside the US, notably Europe
and Japan, both of which performed well during
the month.

Infrastructure- and industrial-oriented holdings
were the strongest contributors. Pumps, piping,
and environmental consulting companies stood
out, with Mueller Industries, Ebara, Gorman-
Rupp, and Kurita Water among the top contrib-
utors in January.
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Looking ahead, February will see earnings sea-

son in full swing. Fundamentals across the port-

folio remain solid and valuations attractive, but

recent experience has shown that even small

surprises can lead to pronounced market reac- |
tions. Against this backdrop, we expect an op- \
portunity-rich environment for active portfolio

management and remain focused on long-term Stefan Schiitz
value creation rather than short-term noise.

Fund Manager, Tareno AG
Learn more: Website Tareno Water Fund

Stefan Schitz joined Tareno's invest-
ment team in 2007 shortly after the
launch of the Tareno Global Water So-
lutions Fund. He has been fund man-
ager since July 2021 and is also re-
sponsible for fundamental equity re-
search within the investment team.
The Certified International Investment
Analyst (CIIA) has been working in the
financial industry since 1997.
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Disclaimer

This information is not intended as an offer or solicitation with respect to the purchase or sale of shares of the Variopartner SICAV-Tareno Global Water
Solutions Fund. Please be aware that investment funds involve investment risks, including the possible loss of the principal amount invested. For a detailed
description of the risks in relation to each share in the investment fund, please see the prospectus. Investments of the Luxemburg Variopartner SICAV-Tareno
Global Water Solutions Fund should be made due to the fund's latest prospectus, the statutes, the latest annual report and, if applicable, the half-yearly report.
These documents are available free of charge from the domicile of the fund at 33, rue Gasperich, L-5826 Hesperange, Luxemburg, or from Vontobel Fonds
Services AG, Dianastrasse 9. CH-8022 Zlrich, Switzerland and Bank Vontobel AG, Zurich, Switzerland.
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