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MARKET REVIEW

Equities outperformed bonds in the first quarter as markets focused more on the 
improving macroeconomic data – and the associated support for corporate 
earnings – than the implications for the higher short-term cost of capital. This 
drove the MSCI ACWI Index up 11 per cent in EUR terms, its third-strongest first-
quarter performance since 2000. Once again, the returns for the market were 
dominated by IT and Communication Services companies, many of which are 
benefitting from the broadening out of the AI investment theme. Energy stocks 
ended the quarter strong as oil prices gained further against the background of 
persistent geopolitical tensions and a resilient global economy. The delay in 
expectations for interest rate cuts had a mixed effect on the market, with 
Financials benefiting while Real Estate and Utilities both suffered. By region, 
Japanese stocks remain the biggest winner so far this year with gains of 14 per 
cent since January (net of a significant currency devaluation). A virtuous cycle of 
increasing wages, rising consumer spending and moderately higher inflation is 
likely to underpin future growth in the world’s third largest economy.

Risk Considerations

All forms of investment involve risk. The value of 
investments and the income derived from them is not 
guaranteed and it can fall as well as rise and you may 
not get back the original amount invested. Please 
refer to the prospectus for further information.

PERFORMANCE ANALYSIS

The strategy outperformed a strong global equity market in the first quarter of 
2024. Performance was driven by the Water Technology and Environmental 
Services segments, which broadly seemed to benefit from improving sentiment 
around the US economic outlook. Within this, the Municipal Infrastructure 
subsegment was the real standout, led in particular by Core & Main. These 
companies are prime beneficiaries of the US infrastructure programmes, which 
should begin to materialise as revenues this year. The Consulting sub-segment 
within Environmental Services also had a strong quarter as they have been on the 
front end of these fiscal programs and are already seeing the earnings benefit. 
Meanwhile, the Water Supply segment was a bit weaker as our Regulated US and 
Regulated UK names offset the strong performance of our Concession Emerging 
and Concession Europe names. The delay in expected interest rate cuts has 
weighed on utilities globally, while uncertainty regarding the future of Thames 
Water in the UK has raised some uncertainties on the outlook for the three listed 
UK water utilities.
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PORTFOLIO ACTIVITY - OVERWEIGHTINGS & 
UNDERWEIGHTINGS

We initiated a position in Kurita Water Industries, a Japanese industrial company 
with a strong leadership position in the attractive niche of ultrapure water (UPW), 
a critical input to semiconductor and pharmaceuticals production. We also 
initiated a position in Bentley Systems, a leading infrastructure software provider 
across multiple end markets. Its tools are at the forefront of designing, building, 
operating and maintaining smart and resilient water and wastewater systems 
globally. We also added to our positions in Ingersoll Rand, Core and Main, and 
Veralto early in the quarter, three high-quality compounders. Meanwhile, we sold 
out of Middlesex Water and California Water Service Group on relative valuation 
concerns and lack of process support. The proceeds were reinvested into 
American Water Works, a higher-conviction, long-term bet. We sold out of our 
position in Guangdong Investment, the drinking water concession holder for 
Hong Kong, Shenzhen and Dongguan. We had engaged the company over several 
years about its non-core holdings, most concerning of which was two small coal 
power plants in Guangdong province. After letters to the Board and multiple 
conversations with management about a divestment plan for these assets, we 
could not get comfort in any time-bound commitment to refocus on their core 
water business, prolonging the conglomerate discount.

MARKET OUTLOOK

The water market is a diversified opportunity set of products and services that 
enable access to the quality and the quantity of clean water necessary to sustain 
human activities globally. We estimate that the addressable market encompassing 
capital and operating expenditures in the Utility and Industrial end markets as 
well as Waste Management to be about USD 1.4 trillion and will grow above 
global GDP levels. The market is underpinned by megatrends that are driving 
structural demand for water, namely demographics, focus on health, 
sustainability, commercialisation and economic growth. For example, 
demographic changes and urbanisation will increase water demand by 80% in 
cities by 2050. 2.3 billion people have no access to basic sanitation with 4.5 billion 
people still needing safely managed sanitation, supporting the OECD’s estimate 
that USD 1 trillion will need to be spent annually by 2030, up from USD 600 
billion currently, to ensure universal access to basic water and sanitation. With 
the UN estimating that every USD 1 invested in water and sewage infrastructure 
provides long-term private GDP of USD 6.35 and USD 2.62 to other industries, 
these investments are very attractive to both public and private stakeholders. 
Global infrastructure stimulus, supply chain reshoring and the increasing need for 
environmental advisory services are trends that will also benefit the water sector.
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PORTFOLIO STRATEGY

Water Technology represents close to 60% of the strategy’s holdings. These 
companies develop tools and systems to improve the quality and efficiency with 
which we use water. Large holdings include water quality monitoring companies 
such as Thermo Fisher – which provides analytical and diagnostic equipment with 
water and environmental monitoring applications – as well as Xylem, which offers 
a full suite of water equipment and treatment services. Water Supply, 
representing close to 20% of the strategy’s holdings, includes the provision of 
water, wastewater treatment and sanitation services, essential to human 
development. Environmental Services represents close to 20% of the strategy’s 
holdings and includes waste management companies – collect, treat, and recycle 
municipal and hazardous waste, helping to prevent the spread of viruses and 
pollutants within the water system – and environmental engineering and 
consulting firms, which design, engineer and construct water and wastewater 
infrastructure and play a critical role in future-proofing the water network. The 
portfolio strategy remains committed to investing in companies that benefit most 
from their exposure to these long-term sustainable megatrends. The defensiveness 
of Environmental Services and Water Supply coupled with the higher growth 
Water Technology enables us to approach the opportunity set with a barbell 
strategy.
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General information

Legal form Sub-fund of a SICAV
Regulatory status UCITS
Domicile Luxembourg
Inception date 19.01.2000
Launch date 15.11.2006
Share class currency EUR
Compartment currency EUR
ISIN LU0104884860
Reference index MSCI AC World (EUR)
Min. investment horizon (year(s)) 5

INVESTMENT OVERVIEW

OBJECTIVE
To increase the value of your investment while seeking to achieve a positive environmental and/or social impact.
REFERENCE INDEX
MSCI AC World (EUR), an index that does not take into account environmental, social and governance (ESG) factors. Used
for risk monitoring, performance objective and performance measurement.
PORTFOLIO ASSETS
The Compartment mainly invests in equities of companies providing water supply or processing services, water technology
or environmental services. The Compartment may invest worldwide, including in emerging markets and Mainland China.
DERIVATIVES AND STRUCTURED PRODUCTS
The Compartment may use derivatives to reduce various risks (hedging)  and for efficient portfolio management,  and may
use structured products to gain exposure to portfolio assets.
COMPARTMENT CURRENCY
EUR
INVESTMENT PROCESS
In actively managing the Compartment, the Investment Manager uses a combination of market and fundamental company
analysis to select securities that it believes offer favourable growth prospects at a reasonable price. The Investment Manager
considers ESG factors a core element of its strategy by seeking to invest mainly in economic activities that contribute to an
environmental and social objective whilst avoiding activities that adversely affect society or the environment. Voting rights
are methodically exercised and there may be engagement with companies to positively influence ESG practices. For further
information, please refer to our exclusion framework in the Responsible Investment policy*, SFDR product category Article
9.  The  portfolio  composition  is  not  constrained  relative  to  the  benchmark,  so  the  similarity  of  the  Compartment's
performance to that of the benchmark may vary.

Fees

Ongoing charges (OCR) 1.99%
Performance fee (excluded from OCR) 0%  of the outperformance against the 

Index since the last performance fee 
payment

Entry and exit Costs¹ -
1.We do not charge an entry or exit fee, however the person selling you the product may charge you up to a maximum
of 5% for entry fee, up to 1% as an exit fee and up to 2% as a conversion fee. 

Management team

Pictet Asset Management

Further information can be found in the prospectus.
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Pictet Asset Management

For further information, please visit our 
website
assetmanagement.pictet

Important Information for all investors excepted investors based in the United Kingdom

This marketing material is issued by the Fund Management Company, Pictet Asset Management 
(Europe) S.A., a company authorized and regulated by the Luxembourg regulator "Commission de 
Surveillance du Secteur Financier". It is neither directed to, nor intended for distribution or use by, 
any person or entity who is a citizen or resident of or located in any locality, state, country or 
jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation. The information and data presented in this document are not to be considered as an 
offer or solicitation to buy, sell or subscribe to any securities or financial instruments or services. It 
cannot be used as a basis for subscription and does not form part of a contract. The latest version of 
the fund‘s prospectus, Pre-Contractual Template (PCT) when applicable, Key Information Document 
(KID), annual and semi- annual reports must be read before investing. They are available free of 
charge in English on www.assetmanagement.pictet or in paper copy at Pictet Asset Management 
(Europe) S.A., 6B, rue du Fort Niedergruenewald, L-2226 Luxembourg, or at the office of the Fund 
local agent, distributor or centralizing agent if any. The KID is also available in the local language of 
each country where the compartment is registered. The prospectus, the PCT, and the annual and 
semi-annual reports may also be available in other languages, please refer to the website for other 
available languages. Only the latest version of these documents may be relied upon as the basis for 
investment decisions. The summary of investors rights (in English and in the different languages of 
our website) is available here and at www.assetmanagement.pictet under the heading "Resources", 
at the bottom of the page. The list of countries where the Fund is registered can be obtained at all 
times from Pictet Asset Management (Europe) S.A., which may decide to terminate the 
arrangements made for the marketing of the Fund or compartments of the Fund in any given 
country. In Switzerland, the representative agent is Pictet Asset Management S.A. and the paying 
agent is Banque Pictet & Cie S.A. Pictet Asset Management (Europe) S.A. has not taken any steps to 
ensure that the securities referred to in this document are suitable for any particular investor and 
this document is not to be relied upon in substitution for the exercise of independent judgment. Tax 
treatment depends on the individual circumstances of each investor and may be subject to change in 
the future. Before making any investment decision, investors are recommended to ascertain if this 
investment is suitable for them in light of their financial knowledge and experience, investment goals 
and financial situation, or to obtain specific advice from an industry professional. Top 10 holdings 
do not represent the full portfolio. There is no guarantee that these securities will be held in the 
future and you should not assume that investment in the securities listed was, or will be profitable. 
Any reference to a ranking, a rating or an award provides no guarantee for future performance 
results and is not constant over time. For hedged share classes, only the compartment's 
consolidation currency is hedged into the share class currency. Foreign exchange exposure, resulting 
from assets in the portfolio which are not denominated in the consolidation currency, can remain. 
NAVs relating to dates on which shares are not issued or redeemed (“non-trading NAVs") in your 
country may be published here. They can only be used for statistical performance measurements 
and calculations or commission calculations and cannot under any circumstances be used as a basis 
for subscription or redemption orders. Performance is shown based on the share class NAV per 
share (in the share class currency) with dividends reinvested (for distributing share classes), 
including actual ongoing charges, and excluding subscription/redemption fees and taxes borne by 
the investor. Inflation was not taken into account. As a subscription fee calculation example, if an 
investor invests EUR 1000 in a fund with a subscription fee of 5%, he will pay to his financial 
intermediary EUR 47.62 on his investment amount, resulting with a subscribed amount of EUR 
952.38 in fund shares. In addition, potential account keeping costs (by your custodian) may reduce 
the performance. Indices do not include fees or operating expenses and you cannot invest in 
them.The decision to invest in the promoted fund should take into account all the characteristics or 
objectives of the promoted fund as described in its prospectus, or in the information which is to be 
disclosed to investors.Pictet Asset Management retains full discretion over the implementation of 
exclusion criteria and reserves the right to deviate from third-party information on a case-by-case 
basis. For more information, please refer to the Pictet Asset Management Responsible Investment 
Policy.For passive strategies exclusions are implemented to the extent portfolio structure, weight 
deviations, volatility and performance are not materially affected.

https://am.pictet/en/globalwebsite/global-articles/company/pictet-asset-management-summary-of-investor-rights
https://am.pictet/en/globalwebsite/global-articles/company/pictet-asset-management-summary-of-investor-rights
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Important Information for investors based in the United Kingdom
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cannot be used as a basis for subscription and does not form part of a contract. The latest version of 
the fund‘s prospectus, Pre-Contractual Template (PCT) when applicable, Key Investor Information 
Document (KIID), annual and semi- annual reports must be read before investing. They are available 
free of charge in English on www.assetmanagement.pictet or in paper copy at Pictet Asset 
Management (Europe) S.A., 6B, rue du Fort Niedergruenewald, L-2226 Luxembourg, or at the office 
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annual and semi-annual reports may also be available in other languages, please refer to the website 
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languages of our website) is available here and at www.assetmanagement.pictet under the heading 
""Resources"", at the bottom of the page. The list of countries where the Fund is registered can be 
obtained at all times from Pictet Asset Management (Europe) S.A., which may decide to terminate 
the arrangements made for the marketing of the Fund or compartments of the Fund in any given 
country. In Switzerland, the representative agent is Pictet Asset Management S.A. and the paying 
agent is Banque Pictet & Cie S.A. Pictet Asset Management (Europe) S.A. has not taken any steps to 
ensure that the securities referred to in this document are suitable for any particular investor and 
this document is not to be relied upon in substitution for the exercise of independent judgment. Tax 
treatment depends on the individual circumstances of each investor and may be subject to change in 
the future. Before making any investment decision, investors are recommended to ascertain if this 
investment is suitable for them in light of their financial knowledge and experience, investment goals 
and financial situation, or to obtain specific advice from an industry professional. Top 10 holdings 
do not represent the full portfolio. There is no guarantee that these securities will be held in the 
future and you should not assume that investment in the securities listed was, or will be profitable. 
Any reference to a ranking, a rating or an award provides no guarantee for future performance 
results and is not constant over time. For hedged share classes, only the compartment's 
consolidation currency is hedged into the share class currency. Foreign exchange exposure, resulting 
from assets in the portfolio which are not denominated in the consolidation currency, can remain. 
NAVs relating to dates on which shares are not issued or redeemed (“non-trading NAVs"") in your 
country may be published here. They can only be used for statistical performance measurements 
and calculations or commission calculations and cannot under any circumstances be used as a basis 
for subscription or redemption orders. Performance is shown based on the share class NAV per 
share (in the share class currency) with dividends reinvested (for distributing share classes), 
including actual ongoing charges, and excluding subscription/redemption fees and taxes borne by 
the investor. Inflation was not taken into account. As a subscription fee calculation example, if an 
investor invests EUR 1000 in a fund with a subscription fee of 5%, he will pay to his financial 
intermediary EUR 47.62 on his investment amount, resulting with a subscribed amount of EUR 
952.38 in fund shares. In addition, potential account keeping costs (by your custodian) may reduce 
the performance. Indices do not include fees or operating expenses and you cannot invest in 
them.The decision to invest in the promoted fund should take into account all the characteristics or 
objectives of the promoted fund as described in its prospectus, or in the information which is to be 
disclosed to investors.Pictet Asset Management retains full discretion over the implementation of 
exclusion criteria and reserves the right to deviate from third-party information on a case-by-case 
basis. For more information, please refer to the Pictet Asset Management Responsible Investment 
Policy.For passive strategies exclusions are implemented to the extent portfolio structure, weight 
deviations, volatility and performance are not materially affected.

https://am.pictet/en/globalwebsite/global-articles/company/pictet-asset-management-summary-of-investor-rights
https://am.pictet/en/globalwebsite/global-articles/company/pictet-asset-management-summary-of-investor-rights

