
Cornerstone 
Growth Fund  

(HFCGX/HICGX)

What is the Hennessy Cornerstone Growth 
Fund’s investment strategy? 

The Fund utilizes a formula-based approach to build 
a portfolio of attractively valued, growth stocks 
whose stock prices are exhibiting strong relative 
strength. In essence, the strategy seeks to combine 
elements of both value and momentum investing. 
From the universe of stocks in the S&P Capital IQ 
Database, the Fund selects the 50 stocks with the 
highest one-year price appreciation that also meet 
the following criteria:

 » Market capitalization exceeding $175 million

 » Price-to-sales ratio below 1.5 

 » Annual earnings higher than the previous year 

 » Positive stock price appreciation over the past 
three- and six-month periods  

Why does the Fund use these screening 
criteria?

The Fund uses a sales-based value criterion because 
sales are more difficult to manipulate than earnings. 
The price-to-sales ratio works well under almost all 
conditions, including when a company’s profitability 
may be temporarily depressed or when earnings 
may be artificially inflated.

Higher year-over-year earnings helps identify 
growth stocks, i.e. companies that are operating 
successfully in growth markets, gaining market 
share, or increasing their profitability.

Positive price appreciation over three- and 
six-month periods generally reflects market 
recognition of improving underlying fundamentals 
in the near term. 

Median Price-to-Sales Comparison  
as of 3/31/2021

Fund Russell 2000® 
Index

Median Price-to-Sales Ratio 0.8x 2.5x

Source: Bloomberg

Why does the formula select stocks with the 
highest one-year price appreciation?

From among the companies that meet the screening 
criteria, the Fund selects the 50 with the highest 
one-year price appreciation. We believe this 
ranking by relative share price strength can be a 
good predictor of future price appreciation, or 
outperformance.  
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In the following commentary, the Portfolio Managers of the Hennessy 
Cornerstone Growth Fund discuss the Fund’s formula-based investment 
strategy and how it drives the Fund’s sector and industry positioning.
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How does the Fund seek to provide a return 
to investors? 

We believe the Fund’s investments present the 
potential for capital appreciation as a result of 
earnings growth and potentially higher valuations. 

How often does the Fund rebalance  
its portfolio? 

The universe of stocks is re-screened and the 
portfolio is rebalanced annually, generally in the 
winter. Holdings are weighted equally by dollar 
amount with 2% of the Fund’s assets invested in each.  

How does the Fund’s portfolio differ from  
its benchmark?

Compared to its benchmark, the Russell 2000® Index, 
the Fund has a substantial overweight position in 
consumer stocks, with roughly 50% of the Fund 
invested in the Consumer Discretionary and 
Consumer Staples sectors. Automotive dealers, 
discount retail, and outdoor recreation-related 
consumer companies account for a large portion 
of the Fund’s holdings in the consumer area. While 
consumer spending contracted in 2020 due to 
pandemic-related dislocations, it is estimated to 
rise 6.1% in 2021, according to forecasts from 
Bloomberg. As the economy reopens there 
are strong signs of a resumption in consumer 
spending, which has been driving growth in 
earnings and stock price performance for many 
retail stocks. These are two important investment 
criteria in the stock selection process for the Fund.

The Fund is also overweight the Energy sector 
compared to its benchmark, with holdings related 
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to both renewable energy and the processing and 
recycling of used uranium. With an ever-increasing 
focus globally on clean energy production and 
consumption, the Fund’s overweight to the sector 
should benefit from these trends. The shift to 
renewable energy from more traditional sources 
of energy has driven growth in earnings and stock 
prices for many participants in the sector. 

Fund vs. Benchmark Weightings  
as of 3/31/2021

 

Consumer 
Discretionary

Energy

14.6

3.3 3.1 2.6
7.2

Consumer 
Staples

0
5

10
15
20
25
30
35
40
45%

Fund Russell 2000® Index

41.9

Source: Bloomberg



Hennessy Cornerstone Growth Fund (HFCGX/HICGX)

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 800-966-4354 or visiting hennessyfunds.com. Please read 
the prospectus carefully before investing. 
Mutual fund investing involves risk; Principal loss is possible. The Fund invests in small and medium capitalized companies, which may have limited liquidity 
and greater price volatility than large capitalization companies. Investments in foreign securities may involve political, economic and currency risks, greater 
volatility and differences in accounting methods.  The Fund’s formula-based strategy may cause the Fund to buy or sell securities at times when it may not be 
advantageous. 
The Russell 2000® is an unmanaged index commonly used to measure the performance of U.S. stocks. One cannot invest directly in an index. Frank Russell Company (“Russell”) is the source 
and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of Russell. Neither Russell nor its licensors accept any liability for any errors or 
omissions in the Russell Indexes or Russell ratings or underlying data, and no party may rely on any Russell Indexes or Russell ratings or underlying data contained in this communication. No 
further distribution of Russell data is permitted without Russell’s express written consent. Russell does not promote, sponsor, or endorse the content of this communication.  
Price-to-sales ratio is a tool for calculating a stock’s valuation relative to other companies. It is calculated by dividing a stock’s current price by its revenue per share. Earnings growth is not 
a measure of the Fund’s future performance.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                        HENS-20210413-0171


