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OPERATOR: Ladies and gentlemen, thank you for standing by. Welcome to the Hennessy Funds Call on the 
State of U.S. Energy. At this time all participants are on a listen-only mode. As a reminder this conference 
call is being recorded. I would now like to turn the conference call over to your host for today, Rob Coursey. 
Rob, please go ahead.

MR. COURSEY: Thank you, Catherine, and hello. I’m Rob Coursey, the Sales Director for the Hennessy Funds 
and I’d like to welcome everyone who has joined us for today’s call on the state of U.S. energy. For those who 
may be unfamiliar, the Hennessy Funds are comprised of 16 mutual funds that are primarily equity-oriented 
and they stand small-, mid- and large-cap core investing, as well as sector specific funds. Our portfolio 
managers who focus specifically on energy and natural gas join us today to discuss recent events and how 
they’ve affected these sectors and to share their impact on areas that really may offer the best opportunities 
for investors. We have with us Ryan Kelley, the portfolio manager of the Hennessy Gas Utility Fund. This Fund 
follows an index-based methodology and focuses on the distribution side of natural gas.

Now it’s comprised of publicly traded members of the American Gas Association. Ryan, thank you for 
joining us.

MR. KELLEY: Thanks, Rob, and thanks to everyone else for joining us as well.

MR. COURSEY: Also with us is Ben Cook, portfolio manager of the Hennessy BP Energy Fund and the 
Hennessy BP Midstream Fund, both actively managed, concentrated portfolios. The BP Energy Fund 
includes companies from the entire energy value team, from the MP companies to energy end users, while 
the BP Midstream Fund focuses specifically on energy companies that transport, store and even process 
oil and natural gas. Ben, he works for BP Capital Fund Advisors, who is the sub-advisor to these Funds. He’s 
joining us from Dallas, Texas. So, Ben, thank you for being with us today.

MR. COOK: Yeah, thanks Rob. Appreciate you having me on the call.

MR. COURSEY: Sure. Today’s call, it’s going to last about a half an hour and it’ll be in a Q&A format. We 
want to thank everyone who submitted their questions to us in advance and we’ve included as many as 
possible in our call today. So let’s get right into this. And I’ll start with you, Ben, regarding the overall state 
of the energy sector and oil. Over the last few months we’ve seen incredible crude oil price volatility, you 
know, with pricing even going negative in April. What exactly happened to drive oil prices below zero? 
Where do you think oil prices are headed from here?

MR. COOK: Yeah. Thanks, Rob. That’s a good place to start. You know, we have to go back to February and 
March because the collapse in pricing really did start with the onset of the COVID-19 pandemic in China. 
Basically global demand fell off a cliff as economies around the world were placed in lockdown. To make 
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matters worse, OPEC quota alliance collapsed in early March, right around the same time. So not only did 
we have a massive demand loss; the market got hit with rising supplies from OPEC countries. And that of 
course sent storage inventories higher, which put pressure on prices. Oil went from the high $40s to $20 by 
the end of March, and then – of course OPEC in other countries met and agreed to cut production in April, 
but by that time it was too late to offset the massive demand losses we were seeing around the world. And 
oil continued to fall into late April.

As for the price move into negative territory, you know, our view is that panic selling by futures contract 
holders who just physically couldn’t take delivery of the oil, they pushed pricing lower ahead of the 
expiration date on April 20th. And they were basically willing to sell at any price, even at a negative price 
which basically meant they were paying to get out of their contract in order to avoid ending up being 
assigned actual physical crude oil. And that’s basically what took oil prices in the negative territory. You 
know, in terms of our outlook and where we think oil prices are going, over the last couple of weeks we’ve 
been encouraged by what we’ve seen in the slowing trend of rising inventories – you know, we’ve seen 
a modest improvement in demand as transportation starts to pick up. And of course crude oil supply, 
curtailment by OPEC and non-OPEC countries has limited supplies available to the market.

So, you know, from what we’re seeing the oversupply imbalance has diminished somewhat. And that’s 
supported the price move back into the mid-$30 per barrel range. And I would tell you that for the 
remainder of the year, you know, we do believe that OPEC will continue to work to remain committed 
to balance the market as the global economy reopens. And that should allow oil to reach – it’s already 
currently trading at $37, but we should stay in the high $30s for the remainder of this year and we should 
be in the $40s for 2021. And of course any meaningful progress with a COVID-19 vaccine could accelerate 
that recovery and push prices higher during that time.

MR. COURSEY: Ben, what has the weakness in oil pricing meant for energy companies in this environment? 
Also, what oil price will producers require really before increasing their drilling activity? And lastly maybe 
you can conclude with when you think we might see a return to growth.

MR. COOK: Yeah, sure. The price collapse we experienced was sudden, for sure. And as a result we’ve 
seen companies across the sector shift their focus from spending for growth and potentially returning cash 
to shareholders to more of a capital preservation mindset in order to maintain resiliency in the face of the 
turbulence we’re seeing. As an example the upstream sector in the U.S. has cut spending by about 50% on a 
year-over-year basis. And drilling activity levels are following that trend lower. In fact, the rig count has gone 
from roughly 800 at the beginning of the year to right now around 300. And aggregate oil production in the 
U.S. is down more than two million barrels a day since the beginning of the year. That’s a significant decline.

Admittedly it’s been a tough couple of months for the sector, but I would tell you we’re seeing pockets 
of resiliency and I’ll use the midstream sector as an example. The midstream companies in general have 
reduced capital spending. And in some areas, you know, they’ve redirected activity to focus on businesses 
that are actually doing okay, where returning are quite favorable. And that would include the storage 
business and export businesses, where export volumes remain fairly firm. I would say in general, where 
possible, some of our favorite midstream companies, they’re really making the best of a tough environment. 
In terms of the oil price required to see drilling activity pick up and growth restart, I would say as it relates to 
the upstream sector, you know, industry activity will be a pretty good guide, you know, once we see drilling 
rigs go back to work as prices move higher. That’ll give us the key.



We’re already seeing and hearing of companies in the U.S. bringing production online, back online. Parsley 
Energy for one just the other day announced that they’d be restarting production this month and we expect 
to hear more of the same thing from others as prices move higher. But in general the $30-$40-barrel range, 
you know, these companies can bring curtail production back online and in some limited fashion we’ll see a 
restart of drilling and completion in order to keep production flat. But it really isn’t until oil exceeds $45-plus 
that we see an attempt by these companies to grow volumes. In fact just yesterday the CEO of Pioneer Natural 
Resources said that the shale industry needs $45 or more in order to add rigs and start growing again.

MR. COURSEY: Thank you, Ben. Ryan, I want to shift gears and ask you a few questions regarding the state 
of natural gas. Start with how has this COVID-19 pandemic affected natural gas demand and the stock 
prices of natural gas companies?

MR. KELLEY: Sure, that’s a good question, Rob. I mean of course demand is down given that we’re seeing 
weakness on the industrial sector; we’re seeing lower expectation of LNG (liquefied natural gas) around the 
world. But for the whole year it’s down only modestly I would say surprisingly so. The EIA, the U.S. Energy 
Information Administration, predicts that there’s only going to be about a 3 or 4% drop in 2020 demand for 
natural gas for the entire year. And now, remember, we’re coming off of a decade or more, really 15 years’ 
worth of really strong growth in the use of natural gas in the United States. If you look back from 2007 until 
now, natural gas demand has gone up about 36%. This is during a time when overall energy usage is flat 
and coal usage is down about 50%. So I would say that despite the current slowdown, the current slowdown 
in demand from the pandemic that the fundamental story of the growing importance of natural gas in the 
United States has not really changed very much.

And it’s sort of reflected in the stock prices as well. Stock prices reacted as one would expect from utilities. 
These are utilities with nice dividend yields, generally seen as a defensive investment. In the first quarter of 
this year the S&P was down 20%, utilities were only down 13% during that time. And as of yesterday’s close 
they were almost exactly in line. Once again this has shown how utilities can keep pace at times with the 
broader market, with comparable returns but with much less volatility.

MR. COURSEY: That’s fine. Can you summarize the primary demand drivers for the natural gas space?

MR. KELLEY: Sure. First and foremost on any given year from a yearly basis, yearly fluctuations, weather is 
the primary demand driver. If we have extremely cold winters and now if we have extremely hot summers, 
because so much electricity is being produced by natural gas, that’s when we use a whole lot more natural 
gas throughout a given year, then it causes fluctuations from year to year. The strong growth over the past 
decade that I just talked about has been driven by many different factors. New residential homes, new 
technologies, much greater uses in the industrial sector, exportation of LNG around the world – that’s in the 
last five years or so that we started doing that. But by far the largest driver of this increase over the last 10 or 
15 years has been electricity generation as natural gas has continued to take away market share from coal 
as a primary energy source for electricity generation.

So 15 years ago only about 20% electricity in the United States was produced by natural gas. Now we’re 
almost at 40% in 2019 so almost a doubling there. We would expect this type of trend to continue and 
actually it might even accelerate during the pandemic. As overall electricity demand might drop, we might 
see the coal power plants being shut first and natural gas plants being left online. 



MR. COURSEY: Great. Ryan, earlier you mentioned the COVID-19 impact. Maybe you can talk to the 
audience about the economic shutdown and how that’s affected the financial results of your portfolio?

MR. KELLEY: Sure. For the vast majority of our companies, the utilities, I would say that they’re doing 
relatively extremely well given the current environment. In the first quarter of earning seasons many 
companies reiterated their 2020 guidance. Some saw in the low single digit percent drop because of 
reduced demand, but not a huge amount. And then many companies also reiterated their three to five-
year forecasts. And a great thing about the utilities – to take a step back – is that they are able to give EPS 
(earnings per share) and capital expenditure targets going out three to five years. It makes it really nice from 
an investor’s point of view to sort of see how they’re doing along the way. As an example of how well they’re 
doing relative to a lot of the rest of the market, in the earlier part of the year since then, since the highs, the 
S&P EPS has dropped about 30%. 

Since that time, same period, the utility EPS estimate for 2020 has only dropped 2%. So much better 
projected earnings there than the rest of the market. So we’re in a period now in utilities where we’re seeing 
a much above average growth in EPS. We’ve been in that period for about five to seven years now. We’re 
at about one and a half to two times long-term average growth in EPS. It’s being driven by really a great 
amount of capital expenditures, increased demand and what we’d characterize as a really supportive, 
regulatory environment. So we don’t see any major change given the current pandemic over the long-term 
for this continued growth. 

MR. COURSEY: Great. Now I want to shift gears and ask some questions about companies in these relative 
spaces. So natural gas company questions, energy company questions and midstream companies as well. 
I want to get back to you, Ben. And you see that we’re in this very low oil pricing environment. With that, 
which energy subsectors or companies might have a relative advantage in that?

MR. COOK: Yeah, that’s a good question, Rob. Across the energy value chain I would say that we see 
attractiveness in a variety of sectors, but we’re particularly enthusiastic about the midstream sector. Within 
that space we think there’s good value in the large cap integrative midstream names such as enterprise 
products and energy transfer. These companies possess the active integration, which affords them the 
opportunity to handle hydrocarbons along multiple points along that value chain. And what that means is it 
basically provides them with more opportunity to charge fees and generate revenue. I should also mention 
these companies possess assets that handle the full spectrum of hydrocarbons – not just crude oil, but 
natural gas liquids and natural gas. And so these companies enjoy a degree of diversification as well. 

I would also say, just like Ryan mentioned, we view the natural gas market favorably given the longer-
term trend towards gas use on a global basis. Again, in the midstream sector companies that facilitate 
the processing and transport of natural gas to end users such as power gen facilities or local distribution 
companies and in addition LNG export facilitates, these companies stand to benefit as well. And in this 
group, we like Kinder Morgan, Williams Companies and Cheniere Energy. Those stand out to us.

MR. COURSEY: Ben, I mean with these low oil prices how would you say they are impacting the price of 
natural gas? And which types of natural gas related companies could be relative winners?



MR. COOK: Yeah, sure. As I mentioned, the low oil price environment has forced producers across a number 
of shale place to halt drilling activity and ultimately shut in production rather than sell barrels at a loss. You 
know, importantly by shutting-in that oil production these producers are also shutting in associated natural 
gas as well. And those natural gas shut-in volumes have had an impact on overall U.S. natural gas production 
volumes. And by our estimate those associated gas shut-ins now are at about three BCF (billion cubic feet) a 
day, which is about 3% of total U.S. supply. Now, we have to acknowledge that just as the COVID-19 pandemic 
has reduced demand for crude, it’s had the same effect on natural gas demand as well. But by comparison 
natural gas demand loss hasn’t been as great as that of, on the relative basis to oil demand.

I think we’re seeing demand loss on the natural gas side maybe around 4%. And the natural gas market was 
already tight due to dried natural gas drilling activity pre-pandemic. So, we think the impact of even further 
decline in the activity should be supportive of pricing by the end of 2020. I’d say, actually, we’re pretty 
encouraged by what we’re seeing there. The outlook is quite good for pricing in the fourth quarter and into 
2021. Its interesting the decline in oil has actually been somewhat favorable in some regard for natural gas 
pricing. So, you know, in terms of the types of natural gas related companies that could be relative winners, 
given our outlook for an improving pricing environment later this year we see opportunity in a couple 
different areas. Beneficiaries of the price uplift would include operators in the dry gas producing shale 
basins in the U.S., and that would include the Marcellus Shale. A company that operates there that we like is 
Cabot Oil and Gas. 

And there are a handful of others in the, to name a few, Haynesville Shale in Northwest Louisiana and 
East Texas. But we also see benefits accrue in the U.S. midstream companies, you know, as natural gas 
production volumes should reflect pretty healthy demand trends. Again, as Ryan mentioned, natural gas 
is continuing to grow in its roles of fuel source for power generation. You know, we see volumes growing 
for export in the form of LNG as well. I mentioned the names before, but in that midstream space we like 
Williams, Kinder Morgan and Cheniere Energy.

MR. COURSEY: Thanks, Ben. Now, Ryan, I want to ask you some natural gas company questions. And really 
with this lower production that Ben mentioned of natural gas, how might the holdings in the Hennessy Gas 
Utility Fund be impacted?

MR. KELLEY: Sure. With low production, of course that could send prices higher. But we don’t see any 
real significant impact to the Fund that we run, the Hennessy Gas Utility Fund. These are all utilities. These 
are all local distribution companies. These are even some of the midstream companies that might see a 
benefit of increased throughout. But the industry as a whole has done a very good job over many years of 
meeting demand of natural gas around the country and I don’t see that changing anytime soon. One of the 
big reasons for that is that we do have such a large amount of storage, underground storage of natural gas 
throughout the country. The latest reading which came up today puts stored gas at about 2.7 trillion cubic 
feet around the country. That’s almost 40% more than last year and almost 18% more than the five-year 
average. The bottom line is that even if we have reduced production and we have a drawdown from the 
underground storage, we still have a whole lot more of it now than we have in the past.

So even if we see demand outpacing supply throughout the summer, maybe not quite as strong on 
injection season in the fall, it would take quite some time for us to really see a change in the end user’s 
demand for natural gas, which is really where a lot of our companies in the gas line make their money.



MR. COURSEY: Ryan, another important point to make with investors is how closely correlated the Gas 
Utility Fund is to the price of the commodity.

MR. KELLEY: Sure. It’s actually not very related to the price of the commodity at all. As long as we have 
relatively low pricing and when I talk relatively low, I mean 10-15 years ago it was up at $10 per million BTU: 
now it’s down in the $1-2-3 range. All in that range it makes natural gas very affordable and competitive 
where we are now. So even if we see upticks throughout this year, it still remains very competitive. But 
from the point of view of the Gas Utility Fund, the cost of the commodity is actually not even absorbed by 
the utilities. It’s a pass through to customers. And so that’s why I say that for the most part the price of the 
commodity does not affect the Fund and affect utilities earnings as much. We looked at the 31-year history 
of the Gas Fund – the total returns on an annual basis versus changes in the price of natural gas throughout 
that time – and we’ve seen absolutely no statistically significant correlation during that time.

So what’s sort of driving these companies, what’s driving the returns over time is – basically, we’d like to 
make it simple. The more the meter spins, the more the companies make. It’s that simple. More recently 
the more the companies spend, the higher their earnings potential. So we’re in a period now where we’re 
having a lot of capital expenditures, a lot of companies are replacing old pipelines or modernizing their 
systems. Electric companies are modernizing their grids, adding smart meters – these are all major capital 
expenditure projects and essentially over time it increases their rate base and it allows them to overtime 
make greater returns. So we don’t see any major effect for the price of commodity on the holding of the 
Gas Utility Fund.

MR. COURSEY: Okay. I’d like to ask a couple of Fund positioning questions. And I’ll stick with you, Ryan. Maybe 
for the audience you could summarize the various buckets or types of companies in the Gas Utility Fund.

MR. KELLEY: Sure. What I always like to tell people first about the Fund is its a utility Fund heavily focused 
on natural gas, natural gas distribution, but with an energy kicker. So what I mean by that is that we do 
have about 20% of the fund at this time that is in these midstream companies, these large pipelines that 
move natural gas around the country. We also have about 5% exposure to the LNG exportation space. 
So that’s sort of that extra energy bucket that we talk about. The other two buckets, primarily multi and 
electric utilities – about 55% of the fund overall. And pure play natural gas utility is 20%. Now, those multi 
and electric, they do have a significant amount of exposure to the natural gas market. It’s part of the 
requirements for them being included in the fund. 

Over time there’s certainly been some variability in the performance of the different buckets. For the most 
part the utilities – both of those buckets have been sort of a tortoise and the hair, slow and steady, good, 
solid returns over time. The energy space and that energy bucket has been a drag for the last three years, 
but we wouldn’t expect that to continue forever.

MR. COURSEY: Thanks, Ryan. Now, I’d like to ask you a position question, Ben. Maybe you can discuss what 
criteria you look for among midstream companies and also touch on the portfolio’s exposure to oil versus 
natural gas?



MR. COOK: Sure. I should point out first that our reputable investment process incorporates a view that the 
U.S. energy sector will continue to benefit from technology. What we’ve seen over the last 10 years since 
the dawn of the shale boom is an ability of this industry to reduce its cost. And that in turn has provided 
a nice stimulation to demand from consumers, both from the U.S. and abroad. With regard to midstream 
companies and why this is relevant, you know, we pay particular attention to the assets of each of the 
companies we focus on and where their assets lie along the midstream value chain. We believe that assets 
that sit closer to the point of demand or consumption generally provide a more stable and predictable cash 
flow stream relative to those that sit closer to the well head given the commodity risk associated with those 
supply side assets. 

So, within that framework, we like companies that have asset footprints that connect the most attractive 
geologic basins to the strongest market centers. You know, where further we’re looking for companies with 
strong balance sheets, a strength that allows for growth in good times and resiliency in tough times, and 
we screen for management teams that have demonstrated an ability to operate through the cycle both up 
and down. Of course, obviously we’re looking for good growth opportunities and a reasonable valuation. 
Those are important issues for us as well. With regard to the split in the portfolio between oil and natural 
gas, I would tell you that we’re evenly diversified across the three categories. Roughly one third crude oil 
and refined products infrastructure, operating companies, one third natural gas liquids processing and 
transportation asset operating companies and one third natural gas pipeline companies. So an  
even diversification.

MR. COURSEY: Great. Now I want to shift the conversation toward dividends. And with that, I mean 
interest rates are expected to remain near zero, certainly putting pressure on yields. A number of S&P 
500 companies have announced dividend cuts, including Shell which, I think, surprised a lot of investors 
by cutting their dividend for the first time since World War II. What is the current dividend yield for the 
Hennessy Gas Utility Fund and what are your expectations for dividends moving forward?

MR. KELLEY: Currently, as of the end of the month, 5/31/20, the Fund is yielding about 3%. This is 
historically slightly higher than the long-term average, but not by much. This Fund is about dividends as 
well, being primarily utilities. There are 48 companies in the Fund right now, and 44 of them do pay a 
dividend. Many of these have paid dividends for decades or even over a century. Some of these companies 
are very old. The average dividend yield on those 44 companies is 3.9%. That’s a nice, strong dividend 
yield comparatively. And they’ve grown those dividends about 4.8% per year for the last three years. Now, 
this year already we’ve seen almost all of them come out with their dividend policies for this year. Its in the 
spring really when they do a lot of their increases. And this year we’re seeing a higher growth rate than the 
last three years, and that’s at 5.9%, almost a 6% growth rate.

What do we expect going forward? This is a nice trajectory of dividend growth over quite some time. We 
would expect that this could continue. We’ve already talked about how earnings per share growth is robust 
at this point in time and that helps to drive the dividend growth. Also, as an industry, they’re not paying 
out exorbitant amounts of their earnings in dividends. As an industry right now they’re paying out about 
63% payout ratio, and that’s versus the long-term 15-year average of 58%. So a little above normal but not 
a whole lot. I would say that we would continue to see long-term average growth rate in dividends, about 
what they’re doing for the last few years.



MR. COURSEY: Now, Ben, I want to shift this topic in your direction and maybe ask you what trends in 
capital allocation are you seeing from midstream companies, and where do you see midstream payouts 
going from here?

MR. COOK: You know, that’s a great question, Rob. I would say it’s an important question. And the reason 
why it’s important is that we have seen capital allocation strategies evolve over the last couple of years, 
largely to the benefit of the shareholder or unit holder. We’ve already talked about the pivot we’ve seen to 
retaining cash in the current environment for defense, but there are broader structural changes that have 
occurred in the sector and I think maybe those are more important. For instance, midstream companies 
now are more self-reliant. What we’ve seen over the last several years is a trend. When it comes to capital 
rising, these companies are depending less and less on external means of sourcing funding say via the 
capital markets. And that’s good news for investors because that means less equity issuance and less 
potential for dilution. With regard to projects, midstream companies now are more focused on maximizing 
returns on invested capital while minimizing the use of leverage, where previously teams would freely use 
leverage to pursue growth in an effort to accelerate cash flow growth.

As we’ve discussed in prior venues, the midstream space is now largely free of the incentive distribution 
right. And so, what that basically means, is we’ve good alignment now between midstream company 
management teams and investors. And then finally I would say there’s a growing recognition by 
management teams that share buybacks are an important means of returning capital to shareholders above 
and beyond simply raising distributions. Buybacks are more easily scaled up and now than payouts. So you 
asked about payouts. On the topic of payouts, we do believe that when we look back on 2020 it will be an 
outlier for a lot of reasons, but in terms of payouts we’ve seen quite a few distributions cuts already here to 
date. Based on those cuts, 2020 aggregate cash payouts will be lower than 2019. 

But going forward, with 2020 behind us, we see large cap C-Corp and LP midstream companies growing 
distributions per share, or unit, at a 2% compound annual growth rate basis over the next three to five 
year period with little variability in that rate from company to company. By enlarge we do see midstream 
company payouts rising over the next several years.

MR. COURSEY: Great. Now, I want to get to the final questions which really there’s more of a comment, 
sharing your final thoughts on what you gentlemen would like to share with our audience. I’ll shift it back to 
you, Ryan.

MR. KELLEY: Sure. Well, obviously there’s a lot of disruption out there, a lot going on in the market, but I’d 
say that utilities have been a very nice space to be in and they’re in relatively very good shape right now, 
certainly compared to many other sectors of the economy and given the overall pandemic and economic 
slowdown. What I think is most compelling in looking at this space is that the stocks now are trading at a 
pretty good discount to long-term averages. Over the last 10 years utilities traded anywhere between 5 
and 10% premium to the market. Right now they’re trading at about a 7% discount to the market, so a good 
entry point in many ways if you would go over the history. And that’s using 2021 estimates. 2020 estimates 
would be much greater because of course we’ve talked about how much the S&P EPS has dropped. So, we 
continue to believe strongly in the long-term benefits of investing in utilities and this Fund, which focuses 
on the natural gas distribution side. 



It’s possibly even a more conservative way to gain exposure to energy in the clients’ portfolio. Natural gas 
remains abundant, affordable and accessible. There’s good financial results from the companies. We’re in a 
constructive regulatory environment right now. Utilities in general have a lower beta and lower volatility to 
the market. And all of these companies – not all, but most of them pay a nice dividend yield and that helps to 
support prices as well. So, I’d say overall those are many reasons why we continue to believe in the space. And 
with that I’d like to thank everyone for joining us on the call and turn it back over to Ben for his final thoughts.

MR. COURSEY: Ben?

MR. COOK: Yeah, yeah. Thanks. So, entering 2020 the midstream sector, both C-Corps and MLPs (master 
limited partnerships) were poised for pretty decent performance. And the last couple of years have been 
very good for these companies. A combination of stable commodity pricing and rising production growth 
have allowed these companies to pay down debt and increase cash payouts to investors. And what we’ve 
seen thus far in 2020 has been pretty amazing. Basically a double black swan event, but I have to say 
these companies were about as well positioned at any time since 2014 to deal with a situation like this. 
We’ve seen two of the companies in our portfolio reduce payouts in response to the volatile operating 
environment, but I would point out that we believe the remainder of our companies are well-positioned 
to weather the current storm and actually come out of it quite well. I wouldn’t underscore the point that 
valuation in this sector continues to screen very attractively given the current discount to its historic norm.

As I look at the MLP group and the midstream C-Corp group, they’re both trading at more than 20% 
discount to the five-year average historical valuation multiple. And that’s on an enterprise value to forward 
EBITDA (earnings before interest, taxes, depreciation, amortization) basis. So the combination of valuation, 
improving fundamentals, and the prospect for rising cash payouts make now a particularly opportune time 
to consider an investment in the group, particularly given the recovery that appears to be unfolding now. 

MR. COURSEY: Great. Well, gentlemen thank you for sharing your thoughts with us today. And on behalf of 
the Hennessy Fund, I want to thank all the listeners who’ve joined us. We look forward to working with you. 
For more information, please visit us at hennessyfunds.com or you can call our advisor line at 800-890-7118. 
Again, that phone number is 800-890-7118. Thanks again and have a great evening.

OPERATOR: Thank you, ladies and gentlemen. This does conclude today’s conference. Thank you for your 
participation. You may now disconnect. 



Opinions expressed are subject to change, are not intended to be a forecast of future events, a guarantee of future 
results, nor investment advice.

Please click here for a prospectus.
Click here for standardized performance. Performance data quoted represents past performance; past 
performance does not guarantee future results. The investment return and principal value of an investment 
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The 30-day SEC Yield for the Hennessy Gas Utility Fund (GASFX) was 2.80% as of 3/31/20.
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assets in fewer holdings than a diversified fund, is more exposed to individual stock volatility than a diversified fund. 
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.

Master Limited Partnerships (MLPs) and MLP investments have unique characteristics. The Funds do not receive the 
same tax benefits as a direct investment in an MLP. The prices of MLP units may fluctuate abruptly and trading volume 
may be low, making it difficult for a 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. If the BP Energy Fund’s 
MLP investments exceed 25% of its assets, it may not qualify for treatment as a regulated investment company (“RIC”) 
under the Internal Revenue Code (“Code”), and the Fund would be taxed as an ordinary corporation, which could 
substantially reduce its net assets and its distributions to shareholders. The BP Midstream 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 BP Midstream Fund will not benefit from current favorable federal income tax 
rates on longterm capital gains, and Fund income and losses will not be passed on to shareholders. The BP Midstream 
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.

For glossary and index definitions, click here.

The Hennessy Funds are distributed by Quasar Distributors, LLC . Quasar Distributors, LLC is not affiliated with BP 
Capital Fund Advisors.   

https://go.hennessyfunds.com/StatutoryProspectus.pdf
https://www.hennessyfunds.com/funds/price-performance
https://www.hennessyfunds.com/funds/gas#portfolio
https://www.hennessyfunds.com/funds/midstream#portfolio
https://www.hennessyfunds.com/glossary

