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What does the trillion-dollar Infrastructure Bill 
mean for natural gas utilities?  

Many elements within the U.S.’s $1 trillion Infrastructure 
Bill could benefit natural gas utilities either directly or 
indirectly. A few components include:

1. Pipeline Safety – $1 billion is earmarked for the 
“Natural Gas Distribution Infrastructure Safety 
Modernization Grant Program” to modernize 
natural gas distribution pipelines. Additional 
infrastructure improvement spending should 
drive utilities’ earnings growth as state regulators 
generally allow companies to make a return on 
these investments. 

2. Grid Modernization – The Bill proposes $11.6 
billion in funding for technology, including 
transmission lines to augment the grid’s reliability, 
resilience, and flexibility. In addition, $1 billion 
would be allocated in the next five years to 
modernize and improve the rural grid’s resilience.  

3. Electric Vehicles – The Bill promotes a shift 
toward electric vehicles (EVs) and targets $7.5 
billion for building EV charging stations and 
related infrastructure and $6 billion to promote 
and advance battery manufacturing. Increasing 
numbers of EVs should positively impact natural 
gas demand as the commodity is a primary source 
of electric power generation.

Would you please discuss current natural gas 
production and demand dynamics?

Natural gas has proven to be resilient with plenty of 
production and only a small decrease in domestic 
demand since the beginning of the pandemic.
Production of natural gas in the U.S. is on pace to set 
an annual all-time high, currently at 92.6 billion cubic 
feet per day (Bcf/d). In 2022, natural gas production  
is expected to reach a new record, climbing to  
94.7 Bcf/d.1  

This summer’s warmer-than-average temperatures 
have driven higher prices and increased usage of 
natural gas. In March 2021, natural gas was about 
$2.60 per million British thermal unit (MMBtu) and 
rose to about $4.15 per MMBtu by August 2021. Gas 
volumes for July were well above 2020 levels, up 
almost 2 to 3% over the prior year’s period. 

U.S residential/commercial and industrial demand 
is currently above 2020 levels. Globally, demand for 
natural gas is on pace to rise 3.2% in 2021 versus 2020 
levels, which is about 1% above 2019 levels. 

How is exportation driving natural gas demand?

Natural gas exports from the U.S. are currently 
soaring. Exports via U.S. pipelines to Mexico as well 
as global liquefied natural gas (LNG) exports have 
increased significantly and are at record levels.
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The rise in natural gas demand from Mexico has been 
primarily driven by additional pipeline capacity that 
enables more natural gas to flow through the system. In 
June, exports to Mexico via pipelines were 25% higher 
than a year ago. 

The U.S. is quickly catching up to the two largest LNG 
exporters in the world, Australia and Qatar. According 
to the EIA, U.S. exports of LNG in 2021 will be double 
that of pre-pandemic levels in 2019. The U.S. is 
currently exporting approximately 60% of Australia’s 
and Qatar’s volumes combined. The large spread 
in global LNG prices is causing a significant spike in 
demand. Currently, LNG in Europe and Asia is above 
$14-15/MMBtu, significantly higher than in the U.S. 
where natural gas is about $4.
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What is the current composition of the Hennessy 
Gas Utility Fund?

The Fund is primarily divided into three categories: 
electric and multi-utilities (60%). pure play natural gas 
utilities (16%), and Energy sector companies which 
includes LNG and major pipeline companies (16%). 
The Fund maintains significantly more concentration 
in natural gas distribution companies than other utility 
funds. As a result of acquisition activity of natural gas 
assets over the years, our holdings have moved more 

heavily into the diversified/multi-utilities sector. In 
January 2021, water utility company, Essential Utilities, 
was added to the Fund. They acquired a natural gas 
utility and became a member of the American Gas 
Association.   

Hennessy Gas Utility Fund Composition

Natural gas utilities
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Two thirds of portfolio companies generate a portion of 
their total electricity from renewables including hydro, 
solar, and wind. In addition, 11 out of the 48 Fund 
holdings have some exposure to nuclear energy.   

What is the dividend growth of the Fund?

Over the last three years, the overall dividend growth 
rate for the companies in the Fund averaged 4.4% per 
year, close to its historical rate. The one-year average 
dividend growth rate was a little lower at 3%, however, 
some companies were growing their dividends at 
8-10%. Importantly, dividend growth of portfolio
companies has been driven by growth in earnings.

As of 7/31/21, 44 of the Fund’s 48 holdings pay a 
dividend, with an average yield of 3.5%.2 
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Must be preceded or accompanied by a prospectus.
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. 
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).
Opinions expressed are those of the Portfolio Manager and are subject to change, are not guaranteed and should not be considered investment advice. 
For glossary and index definitions, click here. 
1U.S. Energy Information Administration. 2Arithmetic average dividend yield is calculated as the sum of all dividend yields divided by the count of that series of numbers.
Earnings growth is not representative of the Fund’s future performance.
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#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.                                                                                     HENS-20210826-0284

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

