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

The Fund utilizes a quantitative approach to build 
a portfolio of potentially undervalued, profitable, 
large-cap companies. From the universe of stocks 
in the S&P Capital IQ Database (excluding utilities), 
the Fund selects 50 stocks with the highest dividend 
yield which also meet the following criteria:

 » Market capitalization that exceeds the average 
of the Database

 » 12-month sales that are 50% greater than the 
average of the Database

 » Cash flows that exceed the average of  
the Database

 » Number of shares outstanding that exceeds the 
average of the Database

Why does the Fund use these screening 
criteria?

Each of the first three criteria helps the Fund find 
companies that are large, profitable, and able to pay 
a healthy dividend. 

Large market capitalization companies tend to be 
well-established leaders in their industries with 
long, successful track records and solid profitability.

A large revenue base is often associated with 
companies that have a high share of their market or 
that have diversified successfully.

Above average cash flow identifies companies 
with strongly profitable business models, possibly 
generating excess cash flow which may be returned 
to shareholders in the form of a dividend. 

Why does the Fund rank by and select stocks 
with an average dividend yield?

From among the companies that have passed the 
screening criteria, the Fund then selects the 50 with 
the highest average dividend yield. As high average 
dividend yield can be a good indicator of a low 
stock valuation, this ranking criteria helps uncover 
potentially undervalued companies.

1. Average Dividend Yield and  
Market Cap Comparison  as of 3/31/2019

Fund Holdings Russell 1000® 
Value Index

Average Dividend 
Yield of Stocks 4.1% 2.3%

Median Market Cap $101.2 bn $9.1 bn
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In the following commentary, the Portfolio Managers of the Hennessy 
Cornerstone Value Fund discuss the Fund’s quantitative 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 combination of profitability and 
value offers investors an opportunity to earn a return 
in two ways. In our view, the Fund’s investments 
offer the potential for capital appreciation if 
and when market sentiment changes and their 
valuations rise. Investors in the Fund are also “paid 
to wait,” potentially rewarded with a steady income 
stream from the dividends. 

How does the current portfolio differ from its 
benchmark?

There are three primary industry groups where 
the Fund currently maintains an overweight 
position versus its benchmark, the Russell 1000® 
Value: Energy, Food, Beverage & Tobacco, and 
Automobiles & Components. 

Performance of each of these industry groups has 
lagged the general market.  

 » In the case of Energy, where the Fund has a 
weighting of 21% vs. the Index weighting of 
10%, weak oil prices have pushed stock  
prices lower.

 » In the case of Automobiles & Components, 
where the Fund has a weighting of 4% vs. the 
Index weighting of 1%, concern that auto sales 
may be nearing their peak, and worries over 
leveraged balance sheets and loss of market 
share have caused stock prices to lag the market.

 » In the case of Food, Beverage & Tobacco, where 
the Fund has a weighting of 16% vs. the Index 
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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, 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. 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. 
Cash flow measures the cash generating capability of a company by adding non-cash charges (e.g. depreciation) and interest expense to pretax income. Dividend yield is calculated by 
annualizing a company’s last quarterly dividend paid and dividing it by the current share price. Average Dividend Yield is the arithmetic average of all the dividend yields of the stocks in the 
Fund or Index. Dividend yield is not Fund performance. Russell 1000® Value Index is an unmanaged index commonly used to measure the performance of U.S. value-oriented, large-cap 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 
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weighting of 4%, dollar strength, higher interest 
rates, and a shift in consumer preferences away 
from packaged food favorites towards new, 
healthier alternatives have depressed stock prices.

However, despite these headwinds, the Fund’s 
investments in these industry groups have maintained 
robust levels of profitability, and most have continued 
to report growth in earnings. Strong profits have 
allowed these companies to continue to pay healthy 
dividends which, combined with depressed stock 
prices, have produced high dividend yields.

2. Fund vs. Benchmark Weightings 
as of 3/31/2019
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