
INVESTMENT IDEA: FOCUS 

Focused on Seeking Outperformance

Mutual funds that hold a relatively large number of 
positions are often thought to have less risk than 
funds that hold fewer positions. However, studies 
have shown that concentrated portfolios, generally 
those with fewer than 25 portfolio holdings, do 
not have a higher risk profile and can provide 
meaningful performance advantages over time.

A review of academic studies shows the following:

High Conviction Investment Ideas Have 
Outperformed 

The investment ideas in which active mutual fund 
managers had the greatest conviction consistently 
outperformed the rest of the positions in their 
portfolios and the market, between 1984 and 2007, 
by about 1 to 2.5 percent per quarter, depending on 
the benchmark.1

 Highly Concentrated Funds Have 
Outperformed

Mutual fund managers willing to make “big bets” 
by concentrating their portfolios’ assets have 
outperformed managers of more highly-diversified 
portfolios. In a study known as, ‘Big Bets,’ it was found 
that domestic stock portfolios with large weightings 
in a relatively small number of holdings delivered 
higher returns—both before and after expenses—than 
portfolios which held more uniformly weighted 
positions. These focused, “big bets” portfolios 
delivered approximately 30 basis points of additional 
performance each month, or roughly 4 percentage 
points of additional return each year.2 

Focused Funds Have Not Exhibited Higher Risk

Some investors may believe that concentrated 
mutual funds expose investors to greater risk than 
more highly-diversified options. While systematic 
risk cannot be eliminated, research has shown 
that holding 20 stocks can significantly reduce 
unsystematic  risk (see Chart 1).3 

For more information on these studies, please see our White Paper.

Increased attention is being paid to the inclusion of focused mutual funds 
in portfolio allocations. Studies have shown that concentrated portfolios can 
provide meaningful performance advantages over time. 

Why the Hennessy Focus Fund?

The Hennessy Focus Fund maintains a concentrated 
portfolio of 25 companies, conviction-weighted with 
approximately 60% to 80% of the assets in the top 
10 holdings.  

• Strong Long-Term Performance - The Fund 
has outperformed its benchmarks, the Russell 
3000® and Russell Midcap® Growth Indices, 
since inception.

• Deep Experience - The Fund’s three Portfolio 
Managers have been working together 
continuously on this Fund for 15 years.

Research has shown that holding just 20 stocks can reduce 
unsystematic risk by 90 percent to 95 percent.3

Chart 1: Risk and Diversification
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https://go.hennessyfunds.com/focus-whitepaper.pdf


Hennessy Focus Fund (HFCSX/HFCIX)

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. A non-diversified fund, one that may concentrate its assets in fewer holdings than a diversified 
fund, is more exposed to individual stock volatility than a diversified fund. Small and medium-sized companies may have more limited liquidity and greater 
price volatility than larger companies. Investments in foreign securities may involve political, economic, and currency risk, greater volatility, and differences in 
accounting method. Funds concentrated in one or more industry sectors may be subject to a higher degree of market risk.
The Russell 3000® Index is an unmanaged index commonly used to measure the performance of U.S. stocks. The Russell Midcap® Growth Index is an unmanaged index commonly used 
to measure the performance of U.S. medium-capitalization growth stocks. One cannot invest directly in an index. 
1Randolph B. Cohen, Christopher Polk, and Bernhard Silli, “Best Ideas”, MIT, LSE, Goldman Sachs, April 20, 2010. 2 Klass Baks, Jeffrey Busse, and Clifton Green, Fund Managers Who Take Big 
Bets: Skilled or Overconfident, American Finance Association 2007 Meetings Paper. “Best Ideas”, a study conducted by Bernard Cohen of Massachusetts Institute of Technology, Christopher 
Polk of the London School of Economics, and Bernard Silli of Goldman Sachs, found that between 1984 and 2007, mutual fund managers’ “best ideas”—the ideas in which they had the 
greatest conviction—outperformed the market by about 1 to 2.5 percent per quarter, depending upon the benchmark. The study found that “best ideas” generated: “…Statistically and 
economically significant risk-adjusted returns over time but they also systematically outperform the rest of the positions in managers’ portfolios… this result is consistent across many 
specifications: different benchmarks, different risk models, and different definitions of “best ideas”. 3 John Campbell, Martin Lettau, Burton Malkiel, and Yexiao Xu, Have Individual Stocks 
Become More Volatile, The Journal of Finance, Vol. LVI, No. 1, February 2001.
The Hennessy Funds are distributed by Quasar Distributors, LLC QA 37468-1/19  HENS-20210810-0273 #1/23

Performance as of 12/31/22

*Represents the performance of the Institutional Class shares after May 30, 2008 (inception of the share class) and Investor Class for periods prior to that date.
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.

Average Annualized Total Return

1 Year 5 Year 10 Year Since Inception  
(1/03/97)

Investor Class - HFCSX -24.99% 4.68% 9.44% 11.65%

Institutional Class - HFCIX* -24.71% 5.07% 9.83% 11.87%

Russell 3000® Index -19.21% 8.79% 12.13% 8.49%

Russell Midcap® Growth Index -26.72% 7.64% 11.41% 8.72%

Gross Expense Ratio:      1.49% (Investor Class)   1.12% (Institutional Class) 


