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The Fund recently established three new 
positions. Could you explain the reasoning 
behind the purchases?

Ashtead is the owner of Sunbelt Rentals, the 
second largest equipment rental business in 
the U.S., offering a range of forklifts, backhoes, 
aerial work platforms, scaffolding, etc. to their 
construction and industrial customers.

Renting equipment is often cheaper and easier 
than outright ownership – customers eliminate a 
large capital expense and convert a fixed cost into 
a variable cost. As a result, the rental portion of the 
market has been growing and today accounts for 
about 55% of the overall U.S. market, a share we 
expect to see increase further over time. 

The U.S. equipment rental industry remains quite 

fragmented with the top five competitors accounting 
for less than 30% of the market and thousands 
of small operators at the bottom. Larger players 
however, enjoy important benefits from economies 
of scale, and so can promise better availability, 
quality, and timeliness of delivery, factors that are 
important to customers. In addition the larger the 
rental company is overall, the better it can service 
regional and national customers and the more 
buying power it has over equipment manufacturers. 

Leveraging these advantages, Sunbelt has grown, 
through organic growth supplemented by small 
acquisitions, from just 2% market share in 2002 to 
8% share today. Sunbelt’s goal is to achieve 12% U.S. 
market share in the medium-term, and 20% share 
long-term, objectives we consider quite achievable. If 
Sunbelt is successful achieving its goals, the company 
could compound earnings per share at a mid-teens 
or higher rate per annum over the next decade.   

Camping World Holdings is the largest RV retailer 
in the U.S., operating more than 200 stores. We 
estimate Camping World has roughly 13% market 
share by revenue while the number two player has 
just under 2% share. As in the case of Sunbelt, scale 
gives Camping World important advantages, such 
as substantial volume discounts from suppliers and 
lower-cost financing. As a result, Camping World is 
able to offer its customers low prices and garner what 
we believe to be the highest margins in the industry.  

Due to its position in the industry, Camping World 
is often the only buyer for Mom and Pop RV dealers 
looking for an exit. Camping World is able to buy 
these businesses cheap and make them more 
profitable. We believe between opening and 
acquiring new stores, Camping World will be able 

(Continued on back)

October 2018 

The Hennessy Focus Fund Managers present the investment case for 
three recent additions, Ashtead Group, Camping World, and Metro 
Bank, to their highly concentrated portfolio and review the reasoning 
behind their long-term time horizon.

Portfolio Managers

DAVID RAINEY, CFA

Co-Portfolio Manager

BRIAN MACAULEY, CFA

Co-Portfolio Manager

IRA ROTHBERG, CFA

Co-Portfolio Manager

PORTFOLIO PERSPECTIVE

New Investments for Long Term Growth

Years  
on Fund20 Years of 

Experience32

Years  
on Fund15 Years of 

Experience18

Years  
on Fund14 Years of 

Experience16



Hennessy Focus Fund (HFCSX/HFCIX)

to double its store count in the next five years and 
continue to increase market share well after that. 

Today, Camping World is trading close to all-
time low valuation levels – 6.0x our estimate of 
2019 EBITDA – as a result of cyclical concerns 
and investor anxiety regarding a large recent 
acquisition. However, we believe that these fears 
are overblown, and the current price represents an 
attractive entry point into a high-quality business 
with the potential to compound value at an 
attractive rate for a long time to come. 

Metro Bank, a new entrant in the U.K. banking 
market, was founded by Vernon Hill, one of the 
most successful U.S. bankers of the last 40 years. 
Hill’s success in the U.S. was based on a business 
model that emphasized fanatical customer service 
and robust, low-cost deposit growth. Metro Bank is 
essentially this same model, exported to the U.K.  

The U.K. has one of the most concentrated and 
ossified banking industries in the western world 
and this concentration has stifled competition and 
fostered abusive business practices. Most U.K. 
banks are open only 35 hours a week, take seven 
days to open an account, and are difficult to contact 
on the phone. Metro Bank, by contrast, is offering 
U.K. customers first rate facilities in prime locations, 
branches that are open 76 hours a week, including 
Saturdays and Sundays, account opening in less 
than an hour and call centers in London answered 
by a live person. 

Unsurprisingly, the reception from the British public 
and business community has been spectacular, with 
deposit growth averaging £75 million ($96 million) per 
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branch per year, despite virtually no advertising and 
paying below market interest rates. Additionally, by 
attracting deposits at a below market rate, Metro can 
take a conservative approach to lending. As a result, 
credit losses have been minimal so far, and we expect 
them to stay low relative to other banks over time. 

We expect that over the next five years, Metro will be 
able to increase its deposit share from 0.5% to about 
2%, and achieve higher profitability as branches 
mature and overhead expenses are leveraged. We 
anticipate robust earnings growth over the period. 

A hallmark of the Fund is low turnover. Why 
do you favor long holding times?

We focus on companies that we believe have 
exceptional management, a competitive 
advantage, and large growth opportunity. We 
purchase positions with the expectation to hold 
them for five to 10 years, or more, which allows 
the long-term business results to drive the majority 
of returns. Our intensive, fundamental research 
provides the confidence to own companies that we 
believe can weather various economic cycles and 
produce  above average business and investment 
results over time.

Investors should consider the investment objectives, risks, charges and expenses carefully before investing. This and other important information can be 
found in the Fund’s statutory and summary prospectuses, which can be obtained by calling 800-890-7118 or visiting hennessyfunds.com. Please read 
the prospectus carefully before investing. 
Mutual fund investing involves risk; Principal loss is possible. A non-diversified fund, one that may concentrate its assets in fewer holdings than a diversified 
fund, is more exposed to individual stock volatility than a diversified fund. The Fund invests in small and medium capitalized companies, which involves 
additional risks such as limited liquidity and greater volatility. Investments in foreign securities may involve greater volatility and political, economic and 
currency risk and differences in accounting methods. Earnings growth and earnings per share growth are not a measure of the Fund’s future performance. 
EBITDA, earnings before interest, tax, depreciation and amortization, is a measure of a company’s operating performance. 
Top ten holdings and turnover for the Hennessy Focus Fund can be found here: hennessyfunds.com/funds/focus/investor#portfolio. Fund holdings and sector allocations are subject to 
change and should not be considered recommendations to buy or sell any security. Current and future holdings are subject to risk.
Earnings per share is a company’s profit divided by its number of common outstanding shares. Earnings growth is not a measure of the Fund’s future performance.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                                            QA35760-10/18 #10/18


