
INVESTMENT IDEA: NATURAL GAS

Increasing Demand Fuels Natural Gas Industry

Drivers of Increasing Natural Gas Consumption 
Natural gas enjoys the following: 

1. Abundant supply. Due to advances in drilling 
technology in recent years, vast reserves of 
natural gas have been found in the U.S., and 
there is now an estimated supply of over 100 
years worth of usage. 

2. Low and competitive pricing. U.S. natural 
gas prices have steadily declined over the past 
decade and are at historic lows.

3. Cleaner energy alternative. The combustion 
of natural gas emits far fewer harmful chemicals 
than the burning of coal or oil.

As a result, natural gas is experiencing growing 
demand from three main areas:
Power Generation
Natural gas provided 32% of the fuel for power 
generation in 2017. In fact, natural gas has now 
surpassed coal as the largest source of fuel used for 
U.S. power generation. 
Exports
Natural gas exports have been growing at 16% 
annually over the last five years, primarily driven by 
increasing demand for liquefied natural gas (LNG). The 
U.S. began exporting LNG in 2016 and it now accounts 
for 30% of total exports of natural gas. Industry 
commentators forecast tremendous growth in LNG 
exports in the years ahead. Terminal export capacity is 
set to increase 8-fold over the next decade, just in time 
to meet growing demand from China, eager to replace 
coal with cleaner-burning natural gas in its power 
stations. As a result of increase in pipeline capacity and 
strong growth in demand, pipeline exports of natural 
gas to Mexico have also been growing steadily.
Residential End Users
Over the last 10 years, 171,000 miles of main 
distribution pipeline has been added in the U.S., an 
increase of 15% and over 5 millions residential users 
have been added, an increase of almost 8%. Today 
new residential gas customers are being added at 
the rate of about one per minute.

Potential Advantage for Investors: 
Consumption is Key
With global consumption of natural gas rising and 
projected to increase by 40% over the next decade, 
we believe that natural gas distribution companies, 
those whose performance is more closely tied to 
the demand for and consumption of natural gas, 
rather than the price of the commodity, provide a 
compelling investment opportunity. 

Natural gas has become one of America’s most important domestic energy 
solutions. Over the past 10 years*, U.S. consumption of natural gas has risen 
28%, even though overall energy consumption declined slightly.

Projected demand for energy sources, worldwide

World Energy Consumption by Energy Source

Source: U.S. Energy Information Administration,  
International Energy Outlook 2017
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Why the Hennessy Gas Utility Fund?
Consistent Performance
The Hennessy Gas Utility Fund has achieved top 
quintile performance in the Morningstar Utilities 
Funds Category for the 10 year period ended June 
30, 2019.
Lower Correlation
Utility stocks are generally more defensive in 
nature. The Fund’s beta relative to the S&P 500® is 
approximately 0.61 and may provide stability during 
highly volatile market cycles. 
Quarterly Income and a 1099 at Tax Time
For investors seeking income and capital 
appreciation, 45 of the 49 companies in the 
portfolio have historically paid a dividend, and the 
Fund’s 30-Day SEC yield is 2.42%. The Fund has 
paid dividends quarterly, and shareholders enjoy 
the convenience of a 1099 for tax preparation.

*October 2008 - October 2018. 
Dividend payments are not guaranteed.
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Hennessy Gas Utility Fund (GASFX/HGASX)

Please click here for a prospectus.
Mutual fund investing involves risk; Principal loss is possible. Investments in foreign securities may involve political, economic and currency risks, greater 
volatility and differences in accounting methods. Investments are focused in the natural gas distribution and transmission industry; sector funds may be subject 
to a higher degree of market risk.  The Fund may experience higher fees due to investments in pooled investment vehicles (including ETFs).
S&P 500® Index is an unmanaged index commonly used to measure the performance of U.S. stocks. One cannot invest directly in an index.
Morningstar Proprietary Ratings reflect risk-adjusted performance as of 6/30/2019. The Morningstar Rating™ for funds, or “star rating,” is calculated for managed products (including 
mutual funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-traded funds 
and open-ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for 
variation in a managed product’s monthly excess performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each 
product category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The Overall Morningstar 
Rating™ for a managed product is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating™ metrics. 
The weights are: 100% three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% 
five-year rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, the most 
recent three-year period actually has the greatest impact because it is included in all three rating periods. Past performance does not guarantee future results. Morningstar Percentile 
Ranking compares a fund’s Morningstar risk and return scores with all the funds in the same Category, where 1% = Best and 100% = Worst.The Morningstar Return rates a fund’s 
performance relative to other managed products in its Morningstar Category. It is an assessment of a product’s excess return over a risk-free rate (the return of the 90-day Treasury Bill) in 
comparison with the products in its Morningstar category. In each Morningstar category, the top 10% of products earn a High Morningstar Return (High), the next 22.5% Above Average 
(+Avg), the middle 35% Average (Avg), the next 22.5% Below Average (-Ave), and the bottom 10% Low (Low). Morningstar Risk evaluates a fund’s downside volatility relative to that 
of other products in its Morningstar Category. It is an assessment of the variations in monthly returns, with an emphasis on downside variations, in comparison with the products in its 
Morningstar category. In each Morningstar category, the 10% of products with the lowest measured risk are described as Low Risk (Low), the next 22.5% Below Average (-Avg), the middle 
35% Average (Avg), the next 22.5% Above Average (+Avg), and the top 10% High (High). Morningstar Return and Risk are measured for up to three time periods (three, five, and 10 
years). These separate measures are then weighted and averaged to produce an overall measure for the product. Products with less than three years of performance history are not rated.  
©Morningstar, Inc. All Rights Reserved.  
30-Day SEC Yield is a standardized yield computed by dividing the net investment income per share earned during the past 30-day period by the share price at the end of the period, 
expressed as an annual percentage rate. Standard deviation is a statistical measure of the historical volatility of a mutual fund or portfolio. Beta measures the volatility of the fund, 
as compared to that of the overall market. The Market’s beta is set at 1.00; a beta higher than 1.00 is considered to be more volatile than the market, while a beta lower than 1.00 is 
considered to be less volatile. Alpha is an annualized return measure of how much better or worse a fund’s performance is relative to an index of funds in the same category, after allowing 
for differences in risk. 
The Hennessy Funds are distributed by Quasar Distributors, LLC.         QA37220-1/19 #7/19

Average Annualized Total Return
1 Year 3 Year 5 Year 10 Year 15 Year

Investor Class - GASFX 12.89% 5.91% 4.60% 13.07% 10.80%
Institutional Class - HGASX1 13.29% 6.20% 4.77% 13.16% 10.86%
S&P 500® Index 10.42% 14.19% 10.71% 14.70% 8.75%
Morningstar Category Rank* 78% 87% 95% 7% 16%
# of funds in Utilities Category 58 55 52 45 35

30-Day SEC Yield:  2.42%   
Gross Expense Ratio: 1.01% (Investor) | 0.65% (Institutional)
1Represents the performance of the Institutional Class Shares after March 1, 2017 
(inception of the share class) and Investor Class prior to that date. *Based on 
total returns for the Investor Class. Performance for periods prior to 10/26/12 is 
that of the FBR Gas Utility Fund. The predecessor Gas Utility Fund had the same 
investment objective and same investment strategy as the Fund. Performance 
data quoted represents past performance; past performance does not 
guarantee future results. The investment return and principal value 
of an investment will fluctuate so that an investor’s shares, when 
redeemed, may be worth more or less than their original cost. Current 
performance of the fund may be lower or higher than the performance 
quoted. Performance data current to the most recent month end may 
be obtained by visiting hennessyfunds.com.

Performance as of 6/30/19

Category: Utilities 3 Yr 5 Yr 10 Yr
Morningstar Risk -Avg -Avg +Avg
Morningstar Return -Avg Low High
Standard Deviation
Gas Utility Fund 9.70 11.14 11.56

S&P 500® Index 12.19 12.03 12.73

Risk Statistics (relative to S&P 500® Index)

Beta 0.44 0.50 0.60

Alpha -0.79 -0.83 4.11

Risk/Return Metrics as of 6/30/19

(Investor)
Among 55 Utilities Funds

The Overall Morningstar Rating is based on risk adjusted returns, derived from a 
weighted average of the 3, 5, and 10 year (if applicable) Morningstar metrics. The Fund 
received 2 stars for the three year period, 1 star for the five year period, and 4 stars for 
the 10 year period ended 6/30/19 among 55, 52 and 45 Utilities Funds, respectively.

Morningstar Rating as of 6/30/19

Source: Morningstar


