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What has been driving the robust growth of the 
U.S. natural gas market? 
U.S. natural gas production and consumption reached 
record levels in 2018, and 2019 is on pace to surpass 
those records. The strong growth in demand for natural 
gas has been originating from two primary sources:

1. The U.S. electric power generation industry 
continues to switch from coal to natural gas to fire  
its plants; and 

2. Exportation, including pipeline volumes to Mexico 
and liquefied natural gas to overseas destinations.

How is natural gas becoming an increasingly 
important input with respect to power generation?
Natural gas is becoming a larger fuel source for U.S. power 
generation due to its low and competitive pricing and 
environmental advantages vs. coal. In fact, in 2018, natural 
gas was the leading source of electric power generation, 
surpassing coal, nuclear, and renewables.
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The EIA expects the share of U.S. total electricity 
generation from natural gas-fired power plants will rise 
to 37% in 2019.

As aging coal plants are retired, they are increasingly 
replaced by or converted to natural gas fired plants. In 
2018, more than 60% of electric generating capacity 
installed was fueled by natural gas. Over the next 
several years, we expect natural gas to continue to be 
the fuel of choice for electricity power producers.

Would you please discuss the growth of 
liquefied natural gas (LNG) exports?
The U.S. is currently among the largest exporters 
of natural gas in the world and expected to be the 
largest global exporter of LNG by 2023. Currently the 
U.S. has liquefaction capacity of about 7 billion cubic 
feet per day.  By the end of 2021, capacity may grow 
approximately 50% to 10 billion cubic feet per day 
and new build projects could increase the capacity 
higher by 2023 and 2024.
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In the following commentary, the Portfolio Managers of the Hennessy 
Gas Utility Fund discuss record levels of production and consumption of 
natural gas, the increase in demand for natural gas for both exportation 
and power generation, and the Hennessy Gas Utility Fund.     
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How might the growth in renewable energy 
sources including solar, wind, and hydropower 
energy affect the natural gas industry?
Energy supplied from renewable sources in the U.S., 
albeit small from a relative perspective, continues 
to grow. Many of the companies in the Fund offer a 
diverse portfolio of energy solutions, providing not 
only natural gas but also renewable energy sources 
including solar, wind, and hydropower. We believe that 
renewable energy sources will become an increasingly 
larger proportion of the energy supply landscape in the 
U.S. and that the Fund will participate in this expansion 
through its holdings of diversified utilities.

Why should investors allocate a portion of their 
portfolio to the Hennessy Gas Utility Fund?
Natural gas is abundant, affordable, and has 
environmental advantages over other fossil fuels. In 
many ways, it has become the fuel of choice for power 
generation, industrial usage, and for many homes and 
businesses. The Fund invests in the distribution side 
of the natural gas industry, providing exposure to the 
growing demand for natural gas. Many of the Fund’s 
holdings have strong and improving fundamentals 
that are supportive of long-term growth prospects. 
There are also a number of positive tailwinds for 
these companies, including a supportive regulatory 
environment and a growing customer base, which 
should continue for many years to come.

What are the Hennessy Gas Utility Fund’s 
different portfolio buckets? 
The Fund’s portfolio is generally divided into three 
distinct buckets consisting of the following:

1. Diversified multi- and electric utility companies

2. Regulated natural gas distribution companies

3. Midstream pipeline and LNG exporting companies

As of 6/30/19, the buckets were approximately 55%, 
20%, and 25%, respectively, although weightings are 
subject to change.

Historically the Fund has offered an attractive 
dividend stream. Can you discuss the current 
level of dividends for the Fund’s holdings?
As of 6/30/19, 45 of the 49 portfolio holdings paid a 
dividend, and the Fund’s 30-day SEC yield was 2.81% 
(HGASX). Since the Fund’s inception over 30 years 
ago, approximately 25% of the  total return has come 
from income distributions, while 75% has come from 
capital appreciation. 

How might lower interest rates impact the Fund? 
Utilities are generally capital-intensive businesses that 
can benefit from a lower cost of capital as interest rates 
remain low. During periods of economic uncertainty, 
or in low rate environments, investors have historically 
favored the Utilities sector.

The performance of the Hennessy Gas Utility Fund has, 
however, shown no statistically significant correlation—
either positive or negative—to the movement of interest 
rates.  We believe investors should focus on the many 
factors that drive the Fund’s performance, including 
the industry’s strong fundamentals and the growing 
importance of natural gas both domestically and 
worldwide.
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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. For standardized performance, click here for the fact sheet.
Must be preceded or accompanied by 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).
Diversification does not guarantee a profit or protect from loss in a declining market.
Opinions expressed are those of the Portfolio Manager and are subject to change, are not guaranteed and should not be considered investment advice. 
Earnings per share is a company’s profit divided by its number of common outstanding shares. Earnings growth is not representative of the Fund’s future performance.
Correlation is a statistical measure that indicates the extent to which two or more variables fluctuate together. 
Top ten holdings for the Hennessy Gas Utility Fund can be found on the accompanying fact sheet and here: https://www.hennessyfunds.com/funds/gas/investor#portfolio. Fund holdings 
and sector allocations are subject to change and should not be considered recommendations to buy or sell any security. Current and future holdings are subject to risk.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                                                   QA41112-8/19 #8/19

https://go.hennessyfunds.com/GasUtilityFundFactSheet.pdf

