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Would you please describe the Hennessy 
Stance ESG Large Cap ETF?

The Hennessy Stance ESG Large Cap ETF is an 
actively managed portfolio of approximately 35 
to 65 U.S. companies. The Fund was created for 
investors who want to align their capital with their 
values while still having the potential opportunity to 
outperform the overall S&P 500 Index with less risk.

What is the ETF’s portfolio construction 
process?

We start with companies in the S&P 500 Index and 
remove approximately 30 stocks that have exposure to 
weapons, tobacco, and fossil fuels. 

Then we overlay our proprietary ESG (Environmental, 
Social, and Governance) analysis, which entails 
ranking, scoring, and weighting the remaining 
companies against their industry group peers. We 
consider up to 24 ESG factors in our analysis such as 
waste profile, water and energy utilization, carbon 
emissions, labor statistics, compensation, and diversity 
of board and senior management. The ESG data 
on the companies is crowdsourced from about 20 
different third-party sources that are often issue 
specific. Based on the results, the bottom 50% of 
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The Portfolio Managers of the Hennessy Stance ESG Large Cap 
ETF discuss the portfolio construction process, how the Fund’s ESG 
characteristics compare to the overall market, and the ETF’s composition 
as of the end of 2022.
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PORTFOLIO PERSPECTIVE

A Values-Aligned Portfolio That Seeks 
Outperformance and Lower Risk

Key Benefits— Hennessy Stance ESG 
Large Cap ETF (STNC)

 » Values Alignment: We select companies we believe  
have values aligned with our investors.

 » Outperformance: We seek to outperform the overall market.

 » Lower Risk: Risk Management is a distinct component  
of the portfolio construction process.

Information about the Hennessy Stance ESG Large Cap ETF (the “Fund”), a semi-transparent actively managed exchange-traded fund ("ETF") with a Portfolio 
Reference Basket structure:
The Fund is different from traditional ETFs. Traditional ETFs tell the public what assets they hold each day. The Fund will not. This may create additional risks for 
your investment. For example:
• You may have to pay more money to trade the Fund’s shares. The Fund will provide less information to traders, who tend to charge more for trades when 

they have less information.
• The price you pay to buy Fund shares on an exchange may not match the value of the fund’s portfolio. The same is true when you sell shares. These price 

differences may be greater for the Fund compared to other ETFs because it provides less information to traders.
• These additional risks may be even greater in bad or uncertain market conditions.
• The Fund will publish on its website each day a “Portfolio Reference Basket” designed to help trading in shares of the Fund. While the Portfolio Reference 

Basket includes all the names of the Fund’s holdings, it is not the Fund’s actual portfolio.
The differences between the Fund and other ETFs may also have advantages. By keeping certain information about the Fund portfolio secret, the Fund may 
face less risk that other traders can predict or copy its investment strategy. This may improve the Fund’s performance. If other traders are able to copy or 
predict the Fund’s investment strategy, however, this may hurt the Fund’s performance.
For additional information regarding the unique attributes and risks of the Fund, see the Prospectus and SAI.



companies are discarded and we continue to analyze 
the top 50% or approximately 200 stocks.

At the same time, we are performing another analysis 
based on 20 years of historical financial and market 
data. This process attempts to predict the top 100 
companies that may outperform on a risk-adjusted 
and total return standpoint. This fundamental model 
does not look at particular segments of the market; 
it is only considering the statistically likelihood of 
outperformance.

The intersection of these two analyses produces our 
list of ETF holdings that undergo portfolio optimization 
to minimize tail risk and maximize diversification. We 
repeat this comprehensive process on a quarterly 
basis, adding or deleting companies or reweighting 
stocks based on their relative rank.

Importantly, we are looking for a dispassionate and 
structured way to invest in ESG companies that is 
consistently applied over time.

What is an example of a typical ESG holding 
that might receive a lower ranking in the 
portfolio?

Ecolab, a global leader in water, hygiene, and 
energy technologies and services, is a popular ESG-
oriented company that passed our stringent ESG and 
fundamental screens.

However, our optimization analysis determined that 
Ecolab may potentially add too much risk to the 
portfolio and, therefore, the stock was assigned a 
negligible weighting.
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What was the portfolio’s composition in the 
fourth quarter of 2022?

Following the quarterly rebalance, the ETF held 
38 companies as of 12/31/22. In terms of sector 
weightings, the ETF’s holdings included stocks in 
9 out of the 11 sectors. There were no holdings in 
Energy nor Real Estate. Our largest weighting, and 
largest overweight compared to the S&P 500, was 
in Health Care. The largest underweight versus the 
S&P 500 was in Financials.

STNC Sector Weightings as of 12/31/22

Consumer Discretionary

Utilities

Industrials

Financials

Consumer Staples
Communication Services

Health Care
Information Technology

27%
20%
13%
11%
9%
7%
5%
4%

Materials 3%

We set maximum weightings when it comes to 
individual holdings and sectors. The largest an 
individual holding can be is 3.55% of the portfolio at 
initial purchase. The largest a sector weighting can 
be is double the sector weighting in the S&P 500.
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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 800-890-7118 or visiting hennessyfunds.com. Please read the prospectus carefully before investing. 
Past performance does not guarantee future results. 
The differences between this ETF and other ETFs may also have advantages. By keeping certain information about the ETF portfolio secret, this ETF may face less risk that other traders 
can predict or copy its investment strategy. This may improve the ETF’s performance. If other traders are able to copy or predict the ETF’s investment strategy, however, this may hurt 
the ETF’s performance. The Fund is subject to certain other risks, including but not limited to, equity securities risk, large-capitalization risk, market risk, active strategy risk, and market 
trading risk. Investing involves risk, including possible loss of principal. For these and other reasons, there is no guarantee the Fund will achieve its stated objective. ETFs are subject to 
additional risks that do not apply to conventional mutual funds, including the risks that the market price of an ETF’s shares may trade at a premium or discount to its net asset value, an 
active secondary trading market may not develop or be maintained, or trading may be halted by the exchange in which they trade, which may impact a Fund’s ability to sell its shares. 
Shares are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Investors may purchase or sell individual shares on an exchange on which they 
are listed. Market returns are based upon the midpoint of the bid/ask spread at 4:00 p.m. ET, and do not represent the returns you would receive if you traded shares at other times. 
Please see the prospectus for more details. ETFs are subject to additional risks that do not apply to conventional mutual funds, including the risks that the market price of an ETF’s shares 
may trade at a premium or discount to its net asset value, an active secondary trading market may not develop or be maintained, or trading may be halted by the exchange in which they 
trade, which may impact a Fund’s ability to sell its shares. Shares of any ETF are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage 
commissions will reduce returns. ESG investing risk is the risk stemming from the Environmental, Social, and Governance factors that the Fund applies in selecting securities. The Fund 
intends to invest in companies with measurable high ESG ratings relative to their sector peers, and screen out particular companies that do not meet its ESG criteria. This may affect the 
Fund’s exposure to certain companies or industries and cause the Fund to forego certain investment opportunities. The Fund’s returns may be lower than other funds that do not seek to 
invest in companies based on ESG ratings. The Fund seeks to pursue its investment objective by using proprietary models that incorporate quantitative analysis. There is no guarantee that 
the Portfolio Managers’ use of these models will result in effective investment decisions for the Fund. From time to time, the Fund may concentrate its investments in one or more industry 
sectors. The Fund is currently substantially invested in the Consumer Discretionary and Health Care sectors and its performance is therefore tied closely to, and affected by, developments 
in these industries. 
For glossary and index definitions, click here.
Top ten holdings and turnover for the ETF can be found on the fact sheet. Fund holdings and sector allocations are subject to change and should not be considered recommendations to buy 
or sell any security.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                                HENSET-20230105-0013

https://www.hennessyfunds.com/glossary
https://go.hennessyfunds.com/STNC-FactSheet.pdf

