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Compared to the Russell Midcap® Index, the 
Fund continues to have a substantial overweight 
position in consumer-related stocks, both Consumer 
Discretionary and Consumer Staples, as well as 
Energy. As the economy continues to reopen 
from the pandemic, we believe that increases in 
consumption, coupled with relief in supply chain 
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What is the Fund’s investment strategy?

The Cornerstone Mid Cap 30 Fund utilizes a 
quantitative formula to select 30 domestic, mid-
cap stocks with market capitalizations between 
$1 and $10 billion that exhibit both value and 
momentum characteristics. The formula selects 
stocks with higher year-over-year earnings, positive 
stock price appreciation, and lower price-to-sales 
ratios. The universe of mid-cap stocks is screened 
using these criteria, and the portfolio is rebalanced 
annually, generally in the fall. Each stock is equally 
weighted at approximately 3.3% of the portfolio at 
the beginning of the rebalance, although stock price 
movements can cause relative weights to change 
over time.

Would you please discuss sector weightings 
and the themes supporting those sectors?

Following the most recent annual rebalance, the 
Fund’s holdings include stocks representing eight 
of the 11 GICS sectors; there are no holdings in the 
Health Care, Real Estate, or Utilities sectors. Like 
last year’s portfolio, the largest sector exposure is 
Consumer Discretionary with 10 out of 30 holdings. 
The Fund’s second-largest sector is Energy, with 
six holdings overall. The largest percentage drop 
in concentration, decreasing from two holdings to 
none, occurred in the Health Care sector. While the 
Fund overall remains a highly concentrated, focused 
portfolio of only 30 mid-cap equities, we view this 
year’s portfolio as one of the more diversified in 
many years given that it has three or more stocks in 
six of the 11 GICS sectors. 
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investment strategy and discuss the Fund’s most recent rebalance and 
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Portfolio Managers

L. JOSHUA WEIN, CAIA

Co-Portfolio Manager 

Years on Fund3 Years of 
Experience24

PORTFOLIO PERSPECTIVE

Portfolio Drivers: Mid-Caps,  
Energy Demand, and Consumer Spending 

Equity Sector Weightings as of 11/15/21
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bottlenecks, may drive higher growth in earnings 
and positive stock price performance for many of 
the Fund’s consumer-related holdings. Additionally, 
with persistent higher energy prices and continued 
consumer, industrial, and commercial demand, 
we believe many of the Fund’s investments in the 
Energy sector could benefit.

Is there a common investment theme in the 
current portfolio?

The Fund has maintained a higher concentration 
of Consumer Discretionary stocks than its primary 
benchmark, the Russell® Midcap Index, and this 
year is no different. Thematically, we believe many 
of the holdings would do very well in an increasing 
consumer spending environment, particularly 
spending related to auto sales/parts/service, 
specialty retail, and apparel. With the potential for 
continued economic recovery in 2022 and a return 
to in-person shopping, we would expect retailers 
to benefit. Additionally, any improvement in supply 
chain issues could benefit transportation, trucking, 
and distribution holdings in the Fund.

Another common investment theme within this 
year’s portfolio is related to energy. The Fund has 
holdings up and down the supply chain, including 
exploration and production companies, equipment 
manufacturers, pipeline companies, and refineries.  
The surge in energy prices and increase in demand 
due to the continued reopening of the economy have 
benefited many energy companies, a trend which 
we believe should continue into 2022 as growth 
in production should continue to lag increasing 
demand as worldwide supply constraints persist.  

What is the median market capitalization 
of the Fund’s holdings following the most 
recent rebalance?

The Fund selects its holdings from a universe of mid-
cap stocks with market capitalizations ranging from 
$1 billion to $10 billion. As of November 15, 2021, 
the median market cap of the Fund was $5.8 billion, 
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down from last year’s $7.1 billion at the end of the 
rebalance in 2020 and about half that of the median 
market cap of the Russell® Midcap Index. We 
believe mid-caps offer untapped potential and that 
investors may be surprised to learn that mid-cap 
stocks have outperformed both small- and large-cap 
stocks over the past twenty year period with less risk 
than small-cap stocks.

Would you please discuss the relative 
valuation of the Fund’s holdings compared 
with the benchmark?

Attractive valuation is an important criterion in the 
Fund’s stock selection process. The Fund uses price-
to-sales as its primary valuation metric because it 
is a simple metric, can be universally applied, and 
is difficult for companies to manipulate. The Fund 
selects stocks with a price-to-sales ratio below 1.5x. 
The weighted average price-to-sales ratio of the 
portfolio was just 0.7x as of November 15, 2021, 
compared to 2.1x for its benchmark index, the 
Russell® Midcap Index.

Attractive Valuations Compared to 
the Russell Midcap® Index
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Source: Bloomberg as of 11/15/21; Fund data is weighted average.

The Fund’s holdings are also trading at a significant 
discount in terms of price-to-earnings. The Fund’s 
weighted average price-to-earnings ratio was 
12.2x as of November 15, 2021, versus 20.9x for its 
benchmark index.



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. 
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. 
For glossary and index definitions, click here.
Earnings growth is not a measure of the Fund’s future performance. Diversification does not assure a profit nor protect against loss in a declining market.
Top ten holdings and turnover for the Hennessy Cornerstone Mid Cap Fund can be found here: https://www.hennessyfunds.com/funds/cornerstone-midcap/investor#portfolio or on the 
accompanying 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. HENS-20211116-0343
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