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In a market where it’s hard to 
find mutual funds in positive 
territory, $291.5 million Hen-
nessy Cornerstone Value Fund 
(HICVX) has earned a place among 
current fund aristocracy with a 
3.06% gain this year going into 
Thursday.

That’s in contrast to the 17.03% 
setback by the broad market in 
the form of the S&P 500. Even 
the fund’s large-cap value rivals 
tracked by Morningstar Direct 
averaged a 7.66% loss.

A key reason for Hennessy 
Cornerstone Value’s outperfor-
mance? Fund managers Ryan 
Kelley, Neil Hennessy and 
Joshua Wein and their team use 
a strategy that aims “to take the 
emotion out of investing,” Kel-
ley said.

Avoiding emotion means 
the managers go strictly by the 
numbers. They use quantita-
tive analysis to search for stocks 
they want to buy.

That’s in contrast to managers 
of many mutual funds who fac-
tor gut feelings from powwows 
with company leaders into their 
stock picks.

Kelley and company use their 
computers to look for big caps 
that have an above-average 
number of shares outstanding 
and above-average cash flow. 

Their comparison is to the uni-
verse of more than 2,000 stocks 
they consider eligible as buys.

They’re also looking for com-
panies whose trailing 12-month 
sales are at least 50% greater 
than their pool’s average.

From contenders that meet 
those criteria, they finally buy 
just the 50 stocks with the high-
est dividend yields. “Dividends 
are important,” Kelley said. 
“Stock prices may go up and 
down. But going back to our in-
ception in 2008, dividends can 
comprise from one quarter to 
one half of fund total return.”

And unlike mutual funds that 
buy and sell seemingly nonstop, 
this fund is the picture of rela-
tive calm. To help remove emo-
tion from their portfolio con-
struction, managers of this fund 
make buys and sells just once a 
year. Their most recent rebal-
ance was in March.

The fund added 11 names, in-
cluding Devon Energy (DVN), an 
oil and gas explorer and produc-
er, which recently happens to be 
a member of the IBD 50. It also 
added food producer General 
Mills (GIS) and medicine maker 
Amgen (AMGN).

The fund also got rid of 11 
names. Those discards included 
energy stocks Petrobras (PBR) and 
Shell (SHEL), health care stock 
Johnson & Johnson (JNJ), gro-
cery chain Kroger (KR) and fast-
food chain McDonald’s (MCD).

The IBD 50 is IBD’s flagship 
screen of leading growth stocks 
that show strong relative price 
strength and top-notch funda-
mentals.

The fund does not buy stocks 
based solely on macro factors. 
It plays individual stocks based 
on fundamentals, Kelley says. 
That’s how it got to be among 
this year’s aristocracy of leading 
mutual funds. But macro factors 
can influence a stock’s funda-
mental prospects. The war in 
Ukraine, for example, has made 
availability of energy uncertain, 
pushing up prices.

Energy Overweight
The fund’s energy overweight 

precedes the war. But the fund 
began its stake in Devon in 

March. “Devon Energy is based 
in Oklahoma, in the Permian 
Basin,” Kelley said. “They’re a 
large company. They’re reaping 
the benefits of higher commod-
ity prices. They have a strong 
dividend yield of almost 8%. 
They’ve got a history of growing 
their dividend.” Devon’s three-
year dividend growth rate is 
above 100%.

Pfizer (PFE) and Merck (MRK) 

are drugmakers that check off all 
of Hennessy Cornerstone Value 
Fund’s buy boxes. “They’re large 
caps,” Kelley said. “They’re 
well-known. They have nice, 
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Dividend Yields Are Priority
Value-style fund aims to 
pick stocks without letting 
emotions cloud its vision
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high dividends. They’re trading 
at pretty low valuations. Pfizer 
is trading at about seven times 
this year’s earnings. Merck is at 
about 13 times. Both are good 
discounts in comparison to 
the S&P 500, which is about 17 
times.”

Pfizer’s dividend yield is 3.2%. 
Merck’s is 3.1%.

Similarly, drink and snack 
maker PepsiCo (PEP) is a big 
outfit with a 2.7% dividend 
yield. “This is a Steady Eddie 

stock that keeps chugging along 
through different parts of the 
economic cycle,” Kelley said. 
“Its dividend has been growing 
about 7% annually for the past 
five years. It exceeds organic 
growth targets in a tough envi-
ronment. Its margins expanded 
slightly last quarter. That’s 
pretty good amid inflation and 
supply chain disruptions.”

In contrast, the fund has zero 
exposure to consumer discre-
tionary stocks. And the fund 

is underweight in industrials 
versus its Russell 1000 Value 
benchmark. If the economy 
slows due to rising interest rates 
and inflation, consumers will 
likely trim purchases of discre-
tionary goods and services. In-
dustrials stand to be hurt by ris-
ing costs for materials they use.

And unlike many tech-crazy 
growth-oriented mutual funds, 
this fund’s weighting in the 
technology sector was a rela-
tively modest 14% as of March 

31. Still, that was an overweight 
vs. the conservative Russell 
1000 Value Index.

In the past three years, Hen-
nessy Cornerstone Value Fund 
averaged an annual total return 
of 11.35% vs. 12.82% for the S&P 
500 and 10.08% for its rivals 
among large-cap value mutual 
funds.

If you do not have access to 
Institutional shares, you can 
consider Investor-class shares 
(HFCVX).



 
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.  
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