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• The Hennessy Cornerstone Value Fund has outperformed 
98% of its peers over the last year.

• The fund’s strategy is focused on investing in companies 
with high dividend payments.

• Two of its managers, Ryan Kelley and Neil Hennessy, shared 
3 of its holdings they like right now.

With stock market valuations high and the macroeconomic 
environment unfavorable as the Federal Reserve begins 
to hike interest rates to cool off 8.5% inflation, dividends 

play an increasingly important role for investors seeking a return 
on their money.

Stock valuations were so high in 2021 that equity strategists at 
Bank of America expect negative returns from the S&P 500 over 
the next decade, excluding dividend payments.

Neil Hennessy and Ryan Kelley, co-managers of the Hennessy 
Cornerstone Value fund (HFCVX) along with L. Joshua Wein, realize 
the importance of dividends at a time like now.

“Certainly right now I think dividends are very important 
because it shows those companies that have good strong cash flow,” 
Kelley said in an April 20 interview alongside Hennessy.

The fund’s strategy is a purely quantitative one, and seeks to 
uncover the highest-quality stocks with the most attractive divi-
dends. To be included in the fund — which has outperformed 98% 
of all large-cap value funds over the last year — the stocks must 
meet a number of criteria.

First, the firms must have an “above-average” market cap, 
because it means the firm is more established and therefore makes 
for a less-risky investment. The fund’s median market is $108 billion. 
By comparison, the S&P 500’s median market cap is $21 billion, 
and the median of the Russell 1000 — their benchmark index — is 
$13.6 billion.

Next, they look for stocks with an “above-average number of 
shares outstanding.” Firms with more shares tend to be bigger and 

more mature, and their shares are more liquid.
After stocks have met these two criteria, they further whittle 

down the bunch to those whose trailing-12-month sales are 50% 
higher than the average of the firms left. 

Fourth, of the firms remaining they take those that have 
above-average cash flow, because it increases the likelihood for 
robust dividend growth.

Finally, after applying these four screens, they include in their 
fund the stocks with the 50 largest dividend yields. 

Seeking high divdend yields can also help identify undervalued 
names, they said. The strategy has worked well for them over the 
last 12-month period, with the fund up 12.1% over that time. In the 
same time period, the S&P 500 is up 2.5% and the Russell 1000 is 
up 0.18%.

3 companies with dividends expected to grow
Kelley and Hennessy shared three stocks in their fund that they 

think have significant upside in their dividend growth.

2 dividend-focused fund managers who have outperformed 
98% of of their peers over the last year break down their 
method for picking stocks — and share 3 companies they’re 
betting on for substantial dividend growth ahead

April 26, 2022www.insider.com

PREMIUM

MARKETS

HENNESSEY FUNDS 



(#S0104697) Reprinted with permission from the April 26, 2022 issue of  Insider. © 2022 Insider Inc. For more information about reprints and licensing visit www.parsintl.com.

One reason for this is because they’ve all seen consistent divi-
dend growth in prior years. Another is because their dividends are 
all “covered 3-to-1.” This means the firms’ quarterly earnings per 
share are at least three times larger than their current dividend 
payment, meaning there is upside. 

“There’s plenty of room not only to continue to pay the dividends 
but to raise them going forward, too,” Hennessy said of firms with 
earnings at least three-times higher than their dividend payments.

One of the firms is Canadian Natural Resources (CNQ), 
an energy company. It’s one of the largest natural gas producers in 
Canada, and has benefited and will continue to benefit from rising 
oil and gas prices, Kelley and Hennessy said. 

The company has grown dividends by 19% per year over the past 
five years, they said, and has a price-to-earnings ratio of 7. The S&P 
500’s average forward price-to-earnings ratio is about 18.5.

Kelley said the fact that they’re “over-earning” right now with 

gas prices high makes them “highly liquid,” and touted their 3.5% 
dividend yield that hedges downside risk.

Next, they highlighted Dow Inc. (DOW), a chemicals and 
plastics producer. 

Kelley said worldwide demand is down for chemicals and plastics 
at the moment, but should return as the world continues to come out 
of the COVID-19 pandemic. The firm’s dividend is relatively high 
historically at 4.1%, they said.

Finally, they pointed to investment bank JPMorgan (JPM), 
which has a dividend yield of over 3%. That yield has grown by 
15% per year over the last five years, Kelley and Hennessy said. Its 
valuation is also low relative to the market with a 12-month forward 
price-to-earnings ratio of 10. 

In addition, a rising-interest-rate environment means profit mar-
gins can improve, and with the economy in recovery, loan growth 
should also improve, the fund managers said.



 
Important Disclosures 
 
Opinions expressed are those of the author or Hennessy Funds, and are subject to change, are not intended to be a 
forecast of future events, a guarantee of future results, nor investment advice.  
 
Investors should consider the investment objectives, risks, charges and expenses carefully before investing. This and other 
important information can be found in the Funds’ statutory and summary prospectuses.  Click here for the prospectus. 
Please read the prospectus carefully before investing.   
 
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 funds may be lower or higher than the 
performance quoted. Performance data current to the most recent quarter end may be obtained by clicking here or by 
calling 800.966.4354.  
 
Click here for performance and top ten holdings for the Hennessy Cornerstone Value Fund   
 
Fund holdings and sector allocations are subject to change at any time and should not be considered a recommendation 
to buy or sell any security.  Current and future holdings are subject to risk. Earnings growth is not a measure of the 
fund’s future performance. 

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. The 
Fund’s formula-based strategy may cause the Fund to buy or sell securities at times when it may not be 
advantageous. 

S&P 500 is an unmanaged index which is widely regarded as the standard for measuring large-cap U.S. stock market 
performance. One cannot invest in an index. 

Click here for our Glossary of Terms. 

 
The Hennessy Funds are distributed by Quasar Distributors, LLC.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

800.966.4354 hennessyfunds.com    

http://go.hennessyfunds.com/StatutoryProspectus
https://www.hennessyfunds.com/funds/price-performance
https://www.hennessyfunds.com/funds/cornerstone-value
https://www.hennessyfunds.com/glossary
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