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2021 Performance Commentary  
Engineering & construction (E&C) continued its strong performance in 4Q, finishing the year as highest returning sub-sector in the 
portfolio in 2021. U.S. federal government support for green infrastructure through the Infrastructure Investment and Jobs Act (IIJA), 
which was passed in November provided a strong catalyst for the group. Additionally, continued focus on water quality and specifically 
per- and polyfluoroalkyl substances (PFAS) contamination also provided a boost for the sub-sector during the year with the EPA 
releasing a timeline to formally regulate the harmful chemicals. Several of our portfolio companies have proprietary technologies to 
treat PFAS, which is expected to be a rapidly growing opportunity over the coming years. Lastly, the resumption of infrastructure 
projects following Covid-driven disruptions resulted in strong earnings growth for several of the companies in the portfolio, helping 
drive strong equity returns. 

The Filtration, Treatment & Test sub-sector’s positive momentum persisted throughout the year and into 4Q, with several companies 
in the portfolio up significantly in 2021. Robust demand for treatment equipment and technologies in the municipal and industrial end 
markets drove strong growth for several companies resulting in positive earnings revisions throughout the year. Industrial activity, 
measured by the Purchasing Manager’s Index (PMI), remain firmly in expansion territory across most geographies. Importantly, 
new orders, low inventories and supportive credit environment point to a continued positive outlook. Additionally, we are seeing 
several trends driving the digital transformation in the industrial sectors, including the need to be more efficient with water use within 
operations due to scarcity and increased scrutiny of corporate water use by stakeholders driving sustainability initiatives. As we have 
mentioned in the past, the pandemic accelerated the adoption of technology across industrial companies, a trend that should benefit 
many portfolio companies over the longer-term. Lastly, municipal spending remained strong, up 8% on a compounded basis since 
2019, benefitting companies selling into the end market1.

Q4 2021 QUARTERLY COMMENTARY 

Fund overview

The Ecofin Sustainable Global Water Fund invests in companies across the globe and throughout the water value chain that we 
believe are in a position to benefit from the pursuit to solve the water supply/demand imbalance.

The fund continued to perform well in 4Q, returning 11.7% during the quarter. The strong fourth quarter performance brought full 
year 2021 returns to 37.2%. The fund lagged the S&P Global Water Index, which returned 41.8% for the year, but outperformed 
global equities (measured by MSCI ACWI), which returned 27.8% in 2021. 

(All total returns in EUR) Quarter to date % Year to date % 1 year % Since inception* %

Fund NAV 11.7 37.2 37.2 24.0

S&P Global Water Index 12.6 41.8 41.8 26.1

S&P Global Infrastructure Index 6.4 19.5 19.5 4.6

As of 31 December 2021

*6 August, 2019.
All performance data for periods longer than one year is annualised (% per annum). NAV performance in EUR for the Founder share class.

Ecofin Sustainable Global Water UCITS Fund

1Federal Reserve Economic Data
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Pump, Pipes and Valves companies generally had a strong fourth quarter and full year, though there was mixed performance from 
companies in the portfolio as supply chain disruptions took hold throughout 2021. Many of the companies with exposure to the 
residential and commercial end-markets performed well due to positive earnings revisions throughout the year as activity recovered. 
However, supply chain disruptions, predominately chip shortages, and raw material costs did cause some hiccups for a handful of 
portfolio companies. Those companies focused on smart metering infrastructure and/or unable to keep pace with inflation from a 
price/cost standpoint underperformed during the year. 

While strong in the fourth quarter, utilities generally lagged the broader water sector in 2021, as global water equity performance 
was largely driven by strong earnings revisions throughout the year. The more stable and predictable earnings growth of utilities 
were unable to keep up with other sub-sectors resulting in a slight drag on the portfolio. With that said, we did see a couple of our 
international utilities outperform, driving strong positive attribution for the portfolio. Those companies equities were driven by stock 
specific events. 

Lastly, Agriculture fundamentals continued to see momentum during 2021 with strong commodity prices and net farm income globally 
driving investment in irrigation equipment. Backlogs for irrigation equipment sales remain at all-time highs exiting the year. Despite the 
strong fundamentals, the sub-sector was a drag on performance during 4Q and full year. 

In summary, global water equities performed very well in 4Q and full year 2021, outperforming broader global equities (MSCI ACWI) 
for the third year in a row. Stronger than expected earnings growth and improving fundamentals in a number of water end-markets 
drove the sector’s performance.

 

As of 31 December 2021

Portfolio exposure (% of NAV)

By geographyBy sector

Key quarterly performance drivers

•  Utilities were the top contributor to performance in 4Q, driven by strong performance from U.S. and European water utilities

•   Equipment and Services companies in the Filtration, Treatment & Test and E&C sub-sectors drove strong performance in 4Q 2021

 –  Exposure to industrial, residential and municipal end markets generally drove solid performance

 –  Strong federal government support for green infrastructure also provided a tailwind during the year

Top five contributors Sector

Veolia Environnement Water utility

Advanced Drainage Systems Inc. Pipes, pumps & valves

Essential Utilities Inc. Water utility

American Water Works Water utility

Evoqua Water Technologies Corp. Filtration, treatment & test

Bottom five contributors Sector

Diversey Holdings Ltd Filtration, treatment and test

Xylem Inc. Pipes, pumps & valves

Mueller Water Products, Inc. Pipes, pumps & valves

Kunita Water Industries Ltd Filtration, treatment and test

Suez Environnement SA Water utility
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Infrastructure Spotlight: Infrastructure Investment and Jobs Act

In November 2021, President Biden signed into law the Infrastructure Investment and Jobs Act (IIJA), which is the largest ever 
federal investment program in U.S. water and wastewater infrastructure. In total, the bill lays out ~$110 billion of water, wastewater, 
storm water and infrastructure resiliency spending over the next five years. Approximately, $60 billion is earmarked for direct 
water infrastructure investment. This includes $12 billion each for drinking water and clean water state revolving funds, $15 
billion for lead pipe replacement, $10 billion for PFAS/emerging contaminants testing and remediation and $5 billion for western 
water infrastructure. Additionally, there is $50 billion appropriated for resiliency spending that is largely focused on water such as 
addressing flooding, droughts, coastal erosion and cybersecurity. 

As readers and listeners of our commentary on the water sector know, one of our core investment themes in our portfolios over 
the last several years has been capital spending in the sector to upgrade legacy water infrastructure in developed markets. We 
believe recent natural disasters in the U.S. such as winter storm Uri and Hurricane Ida highlight the need to accelerate spending 
in the sector to ensure resiliency against climate events that are increasing in frequency and severity. The money directed from 
the infrastructure bill will provide support for that capital spend. Additionally, we have frequently highlighted the importance 
of technology adoption by water infrastructure owners and operators. The bill also allocates spend toward advanced water 
technologies, which we believe will allow system operators to optimize and prioritize system investments to drive cost efficiencies 
that propel sustainable and resilient water and wastewater systems.

We are pleased to see the Federal government step up to provide badly needed funds to improve water infrastructure in the U.S. In 
many parts of the country assets have been under-maintained and in dire need of capital improvements. While the infrastructure bill 
is a good start, it is estimated ~$1 trillion in capital investment is needed over the next two decades in the U.S. alone to keep water 
and wastewater systems in a state of good repair. With that said, we believe spending in the U.S. will accelerate over the coming 
years benefitting water infrastructure, equipment and technology companies in the portfolio.

Market outlook 
We continue to hold a favorable outlook for water sector fundamentals heading into 2022. Demand in the municipal and industrial 
end-markets is expected to remain strong and commercial activity is likely to improve throughout the year. Additionally, we expect 
to see modest growth from the residential end-market despite extremely tough year-over-year comps. We will continue to monitor 
Covid-driven supply chain, logistics and labor disruptions, which negatively impacted several companies in 2021. In our view, supply 
chain and logistics issues will be largely resolved by mid-2022, which will reduce inflationary pressures, helping support margins in 
the second half of the year. 

Risks to our constructive outlook mentioned above include, lingering Covid impacts or a new Covid wave that prolongs inflationary 
supply chain disruptions and global central banks’ monetary policy. Related to Covid, continued supply chain disruptions would 
likely impact those companies that were impacted in 2021 by overall chip shortages and raw material prices weighing on margins. 
As mentioned above, our current view is supply chain pressures ease over the coming months. Regarding global central banks, we 
continue to monitor the overall level of inflation, specifically in the U.S. and resulting monetary policy decisions. Tightening financial 
conditions that slow overall economic growth more than expected as a result of tighter monetary policy would have a negative 
impact on risk assets, including global water equities. Employment, inflation and productivity data bears watching in the coming 
months as it will largely dictate the pace of tapering and quantities tightening by the Fed. 

In conclusion, strong end-market demand is expected to drive increasing investment in water infrastructure and technologies to 
resulting in earnings growth for our portfolio companies in the low-double digits over the next two years, with visibility into above 
market growth for several years after 2022. Our portfolio is focused on water companies with growing or accelerating earnings 
growth at an attractive price. This is consistent with our expectation that earnings growth will drive equity returns in the near-term. 
Specifically, we continue to focus the portfolio in those companies that are well positioned to manage through the inflationary 
environment in the near-term with strong underlying demand trends for their products and/or services. We believe those companies 
will continue to exhibit resilient earnings growth in 2022.
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Disclaimers

The Ecofin Sustainable Global Water Fund performance includes the effect of ongoing costs (including the management fee) which 
are capped at 1.6% per annum for institutional investors and 1.35% for Founder investors, whereas the S&P Global Water Net Total 
Return Index (Euro) (which provides liquid and tradeable exposure to 50 companies from around the world that are involved in water 
related businesses) and the S&P Global Infrastructure Net Total Return Index (Euro) (which is designed to track 75 companies from 
around the world chosen to represent the listed infrastructure industry while maintaining liquidity and tradability) do not apply a 
corresponding deduction for ongoing costs of a fund. (The performance of an index is generally presented on a total return basis, i.e., 
assuming reinvestment of dividends net of withholding taxes using the tax rates applicable to non-resident institutional investors.) 

Neither the S&P Global Water Net Total Return Index (Euro) or the S&P Global Infrastructure Net Total Return Index (Euro) are 
specifically referred to in the Prospectus of the fund, and shall not be considered as a benchmark in the sense of the Benchmarks 
Regulation, and TortoiseEcofin does not give any representation or warranty with its fitness for a particular purpose in comparative 
performance. The MSCI ACWI Index captures large and mid cap representation across 23 Developed Markets and 26 Emerging 
Markets countries. The index covers approximately 85% of the global investable equity opportunity set.

IMPORTANT NOTICE

Investments in the Ecofin Sustainable Global Water UCITS Fund (“Fund”) should only be made following receipt of a copy 
of the full Prospectus, which includes Supplement and relevant KIID which may be obtained by contacting the Fund’s 
Management Company, Lemanik Asset Management S.A or the Fund’s local agent in the countries in which the Fund is 
passported/authorised or on the Ecofin website. 

Ecofin US is the adviser to the Fund. The Fund may not be offered, sold, or delivered directly or indirectly in the United States or to or 
for the account or benefit of any U.S. persons defined in the Securities Act of 1933 as amended. The Company has not been and will 
not be registered under the 1940 Act since Shares may only be sold to U.S. Persons who are “qualified purchasers”, as defined under 
Section 2(a)(51) of the 1940 Act and the rules promulgated thereunder. Accordingly, each subscriber for Shares that is a U.S. Tax-
Exempt Investor will be required to certify that it is an “accredited investor” and a “qualified purchaser,” in each case as defined under 
the U.S. federal securities laws.

This document does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe or purchase, 
any shares in the Fund nor shall it or the fact of its distribution form the basis of, or be relied on in connection with, any contract 
thereof.

The information and opinions contained in this document are for background purposes only and do not purport to be full or 
complete. No reliance may be placed for any purpose on the information or opinions contained in this document or their accuracy 
or completeness. No representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of 
the information or opinions contained in this document by Ecofin US, and no liability is accepted by Ecofin US for the accuracy or 
completeness of any such information or opinions. Neither Ecofin US nor any of its affiliates, directors, officers or employees will be 
liable or have any responsibility of any kind for any loss or damage that any person may incur resulting from the use of this information.

This material is being circulated by Ecofin Advisors Limited (“Ecofin UK”), which is regulated by the FCA and registered with the SEC, 
on a confidential basis. The information contained herein is confidential to such person and is not to be disclosed to any other person, 
nor copied or reproduced, in any form, in whole or in part, without the prior consent of Ecofin UK. Ecofin UK is a part of TortoiseEcofin.


