
INVESTMENT IDEA: EQUITY AND INCOME 

Seeking to Achieve a More Favorable Balance?

For investors seeking the benefits of a professionally 
managed blend of stocks and bonds, consider the 
following two advantages: 

1. Fewer Sharp Declines
Over the long-term, a hypothetical balanced portfolio 
comprised of 60% in the S&P 500® Index and 40% 
in the Bloomberg Barclays Capital Intermediate 
U.S. Government/Credit Index protected capital 
better than an all-equity portfolio. Over the course 
of four decades (1978-2018), the S&P 500® Index 
experienced a loss of between 10% - 20% once and a 
loss of more than 20% twice. The balanced portfolio 
experienced zero losses of between 10% and 20% 
over the period, and a loss of over 20% just once, in 
2008, when it posted a loss of 22%.

(Continued on next page)

For decades, investors have relied on traditional balanced funds to gain portfolio 
diversification and minimize volatility.  With a classic 60% allocation to equities 
and a 40% allocation to fixed income, balanced funds have historically provided 
long-term oriented investors with impressive relative capital appreciation, but 
with lower volatility as compared to an all-equity portfolio.
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Why the Hennessy Equity and Income Fund?

Historically, 64% of the S&P 500® Index’s Return with 43% Less Volatility
 » The Fund has provided investors with 64% of the S&P 500® Index’s return with 43% less volatility, as 

measured by standard deviation, for the 10-year period ended June 30, 2019.

 »  The Fund has received an Overall “Average” return rating and an Overall “Below Average” risk rating 
in the Morningstar Allocation—50% to 70% Equity Funds as of June 30, 2019. 
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Chart 2: Attractive Risk/Return

2. Favorable Risk/Return Relationship
As might be expected, the S&P 500® Index has 
provided more return than the Bloomberg Barclays 
Capital Intermediate U.S. Government/Credit 
Index over time. However, the additional return 
is accompanied by more risk. During the 1978-
2018 time frame, the S&P 500® Index returned 
11.39% with a risk factor of 15.20%, as measured by 
standard deviation, whereas the Bloomberg Barclays 
Capital Intermediate U.S. Government/Credit Index  
returned 6.84% with a standard deviation of only 
4.16%. A hypothetical balanced 60/40 allocation 
enjoyed 86% of the return of an all-equity portfolio 
with 39% less risk during the same time frame.



Hennessy Equity and Income Fund (HEIFX/HEIIX)

Risk Metrics (Investor Class) as of 6/30/19

Cat.: Allocation—50% to 70% Equity Funds Overall 3 Year 5 Year 10 Year

Morningstar Risk -Avg. -Avg. -Avg. Low

Morningstar Return Avg. -Avg. Avg. Avg.

Standard Deviation

Equity and Income Fund — 7.31 7.22 7.31

S&P 500® Index — 12.19 12.03 12.73

Risk Statistics (relative to S&P 500® Index)

Beta — 0.58 0.58 0.54

Alpha — -1.54 -1.35 1.14

Performance as of 6/30/19

1 Year 5 Year 10 Year Since Inception 
(6/3/97)

Investor Class - HEIFX1 6.54% 5.24% 9.43% 6.78%
Institutional Class - HEIIX 6.93% 5.62% 9.77% 7.00%
Blended Balanced Index2 9.47% 7.51% 10.21% 6.85%
S&P 500® Index 10.42% 10.71% 14.70% 7.82%
Morningstar %  
Rank in Category (Investor)3 38% 47% 36% —

# of funds in Allocation— 
50% to 70% Equity Funds 735 595 431 —

Gross Expense Ratio: 1.49% (Investor Class)  | 1.09% (Institutional Class)

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.
1Represents the performance of the Investor Class shares after September 24, 2001 
(inception of the share class) and Institutional Class for periods prior to that date. 
2The Blended Balanced Index consists of 60% common stocks represented by the 
S&P 500® Index and 40% bonds represented by the Barclays Capital Intermediate 
U.S. Government/Credit Index. 3Based on total returns. Performance for periods prior 
to 10/26/12 is that of the FBR Balanced Fund. The predecessor Balanced Fund had 
the same investment objective and same investment strategy as the Fund. 

Morningstar Rating as of 6/30/19

(Investor)
Among 679 Allocation—50% to 70% Equity Funds

The Overall Morningstar Rating is based on risk adjusted returns, derived from a 
weighted average of the 3, 5, and 10 year (if applicable) Morningstar metrics. HEIFX 
received 2 stars for the 3 year period, 3 stars for the 5 year period, and 4 stars for the 
10 year period ended 6/30/19 among 679, 595, and 431 Allocation—50% to 70% 
Equity Funds, respectively. Ratings for other share classes may differ.

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. To obtain a free prospectus, please call 800.966.4354 or visit hennessyfunds.com. Please read 
the prospectus carefully before investing. 
Mutual fund investing involves risk; Principal loss is possible. Investments in debt securities typically decrease in value when interest rates rise. The risk is 
greater for longer term debt securities. Investment by the Fund in lower-rated and non-rated securities presents a greater risk of loss to principal and interest than 
higher-rated securities. Mortgage- and asset-backed securities are subject to prepayment risk, which is the risk that the borrower will prepay some or all of the 
principal owed to the issuer. Investments in foreign securities may involve political, economic and currency risks, greater volatility and differences in accounting 
methods. The Fund may experience higher fees due to investments in pooled investment vehicles (including ETFs). 
S&P 500® Index is an unmanaged index commonly used to measure the performance of U.S. stocks. The Barclays Capital Intermediate U.S. Government/Credit Index is an unmanaged 
index commonly used to measure the performance of U.S. bonds. One cannot invest directly in an index. 
Morningstar Proprietary Ratings reflect risk-adjusted performance as of 6/30/19. The Morningstar Rating™ for funds, or “star rating”, is calculated for managed products (including mutual 
funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-traded funds and open-
ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a 
managed product’s monthly excess performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each product category 
receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The Overall Morningstar Rating™ for a 
managed product is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating™ metrics. The weights are: 
100% three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-year rating/20% 
three-year rating for 120 or more months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, the most recent three-year 
period actually has the greatest impact because it is included in all three rating periods. Past performance is no guarantee of future results. The Morningstar percentile ranking is 
based on the fund’s total-return percentile rank relative to all funds that have the same category for the same time period. The highest (or most favorable) percentile rank is 1%, and the 
lowest (or least favorable) percentile rank is 100%. The Morningstar Return rates a fund’s performance relative to other managed products in its Morningstar Category. It is an assessment 
of a product’s excess return over a risk-free rate (the return of the 90-day Treasury Bill) in comparison with the products in its Morningstar category. In each Morningstar category, the top 
10% of products earn a High Morningstar Return (High), the next 22.5% Above Average (+Avg), the middle 35% Average (Avg), the next 22.5% Below Average (-Ave), and the bottom 10% 
Low (Low). Morningstar Risk evaluates a fund’s downside volatility relative to that of other products in its Morningstar Category. It is an assessment of the variations in monthly returns, with 
an emphasis on downside variations, in comparison with the products in its Morningstar category. In each Morningstar category, the 10% of products with the lowest measured risk are 
described as Low Risk (Low), the next 22.5% Below Average (-Avg), the middle 35% Average (Avg), the next 22.5% Above Average (+Avg), and the top 10% High (High). Morningstar Return 
and Risk are measured for up to three time periods (three, five, and 10 years). These separate measures are then weighted and averaged to produce an overall measure for the product. 
Products with less than three years of performance history are not rated.  ©Morningstar, Inc. All Rights Reserved.  
Standard deviation is a statistical measure of the historical volatility of a mutual fund or portfolio. Beta measures the volatility of the fund, as compared to that of the overall market. The 
Market’s beta is set at 1.00; a beta higher than 1.00 is considered to be more volatile than the market, while a beta lower than 1.00 is considered to be less volatile. Alpha is an annualized 
return measure of how much better or worse a fund’s performance is relative to an index of funds in the same category, after allowing for differences in risk. 
The Hennessy Funds are distributed by Quasar Distributors, LLC.                              QA 31981-1/15 #7/19


