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Could you explain the drivers behind 
midstream companies’ recent optimism? 

Midstream companies are benefiting from the rapid 
growth in production of crude oil, natural gas, and 
natural gas liquids in the U.S. Over the first eleven 
months of 2018, production of crude oil and natural 
gas rose 17% and 11%, respectively. This production 
growth is leading to higher volume handled in 
gathering and processing facilities, pipelines, and 
storage assets. Volume growth generally provides 
midstream companies with the opportunity to 
generate more revenue and profits, and we believe 
it is the most important reason midstream company 

management teams have been sounding more 
positive about growth prospects over the last  
few quarters.  

How are the Fund’s holdings poised to 
benefit from rising energy demand outside 
of the U.S.?

Midstream companies in the Fund whose operations 
are directly linked to exports of crude oil and 
natural gas include Enterprise Products Partners, 
LP a significant exporter of crude oil, Cheniere 
Energy Partners, LP, a current exporter of liquefied 
natural gas (LNG), and Tellurian, Inc., an LNG project 
developer. We believe each of these companies 
has excellent growth prospects. Exports of crude 
oil, have been rising, and were up over 70% in the 
first eleven months of 2018, benefiting companies 
such as Enterprise Products Partners. LNG exports 
have risen over five fold since 2016 and we believe 
that LNG exports could rise by almost 80% next 
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Portfolio Managers Toby Loftin and Ben Cook discuss growth prospects and 
the outlook for distribution and dividend growth for midstream companies. 
They also outline how the Fund’s holdings are poised to benefit from rising 
global energy demand. 
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year as a result of new capacity coming on stream 
from Cheniere, among others. Meanwhile, global 
demand for LNG, especially from Europe and China, 
is expanding rapidly. Strong global demand is also 
leading to higher U.S. exports of refined petroleum 
products, benefiting the companies in the Fund that 
possess refining & logistics assets, including MPLX, 
LP and Shell Midstream Partners, LP. 

What is your outlook for distribution and 
dividend growth for midstream companies?

We are optimistic that distributions and dividends 
growth will be positive for midstream companies 
over the next few years, following our forecast of 
growth in revenues and earnings. For the companies 
in the Alerian MLP Infrastructure Index (AMZI), which 
includes midstream Master Limited Partnership 
(MLP) companies, average distributions are forecast 
to rise by 4.5% annually over the next two years. 
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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. To obtain a free prospectus, please call 800-966-4354 or visit hennessyfunds.com. Please read 
the prospectus carefully before investing. 
Mutual fund investing involves risk. Principal loss is possible. Small and medium-capitalization companies may have more limited liquidity and greater price volatility 
than large-capitalization companies. Funds that concentrate in a single sector may be subject to a higher degree of risk. Energy-related companies are subject to specific 
risks, including fluctuations in commodity prices and consumer demand, substantial government regulation, and depletion of reserves. Investments in lower-rated 
and non-rated securities presents a greater risk of loss to principal and interest than higher-rated securities. Use of derivatives can increase the volatility of the fund. 
Master Limited Partnerships (MLPs) and MLP investments have unique characteristics. The Fund does not receive the same tax benefits of a direct investment in an MLP.
The prices of MLP units may fluctuate abruptly and trading volume may be low, making it difficult for the Fund to sell its units at a favorable price. MLP general 
partners have the power to take actions that adversely affect the interests of unit holders. Most MLPs do not pay U.S. federal income tax at the partnership 
level, but an adverse change in tax laws could result in MLPs being treated as corporations for federal income tax purposes, which could reduce or eliminate 
distributions paid by MLPs to the Fund. The Fund is treated as a regular corporation, or “C” corporation, for U.S. federal income tax purposes, and therefore, is 
subject to U.S. federal income tax on its taxable income at the graduated rates applicable to corporations (currently a maximum rate of 21%) as well as state and 
local income taxes. The Fund will not benefit from current favorable federal income tax rates on long-term capital gains, and Fund income and losses will not be 
passed on to shareholders. The Fund accrues deferred income taxes for future tax liabilities associated with the portion of MLP distributions considered to be a 
tax-deferred return of capital and for any net operating gains as well as capital appreciation of its investments. This deferred tax liability is reflected in the daily 
NAV and as a result the Fund’s after-tax performance could differ significantly from the underlying assets even if the pre-tax performance is closely tracked.
A significant portion of the Fund’s distributions to shareholders will be characterized as a “return of capital” because of its MLP investments.
Top ten holdings for the Hennessy BP Midstream Fund can be found on the fact sheet or here: https://www.hennessyfunds.com/funds/midstream/investor#portfolio. Fund holdings are 
subject to change and should not be considered recommendations to buy or sell any security. 
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                                                                     QA38009 2/19 #2/19
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“Midstream companies are benefiting 
from the rapid growth in production 
of crude oil, natural gas, and natural 
gas liquids in the U.S.”

Price Index has tracked dividends 
per share historically.


