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OUTLOOK 2018:
A Bull Market with Plenty of Room to Run
Over the past year, global equity markets have made strong
advances, fueled by continued, broad-based economic
growth, and in spite of a somewhat unsettling geopolitical
backdrop. Over the last 12 months the U.S. economy has
continued to grow at a steady rate of almost 2.5% on an
annualized basis, as measured by GDP. Companies have
added over 170,000 jobs per month on average over the
past year, and the current unemployment rate of 4.1% is
the lowest in 17 years. Consumer confidence is high and
still rising, and corporate profits are at all-time highs. As
2017 comes to a close, with the major indices reaching new
highs, I find myself envisioning the Dow Jones Industrial
Average building momentum toward 30,000.
Meanwhile, the prospective price to earnings multiples for
the Dow Jones Industrial Average and S&P 500 Index are just
above long-term averages at 19.5x and 19.9x, respectively.
I believe these levels of stock valuation, while higher than
a year ago, are still very reasonable. At the peak of the
technology/dot-com bubble, U.S. equities sold at much
higher multiples across the board than they do today, and
bond yields were also much higher. In June of 1999, the Dow
Jones Industrial Average sold at 28x earnings and the 10year bond yield was close to 6%. Today, the Dow is selling at
under 20x earnings and is offering a 2.2% dividend yield, on
par with the yield of the 10-year government bond at 2.4%.
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Equity markets in the U.S. have been rising for almost
nine years, and financial media reports have speculated
that this bull run will come to an end, but why? I see no
substantial reasons or indicators that a major correction is
on the horizon. I remain confident that this bull market has
room to run. Overall, investment fundamentals are strong.
Corporate earnings are growing at a healthy rate, and
companies are generating excess cash flow. Cash continues
to build on corporate balance sheets, with $5.2 trillion
in cash and short term investments among the S&P 500
Index companies*. Tax reform and continued efforts toward
regulatory relief could be icing on the cake for equities.
There have been, and will likely continue to be, downturns
throughout this extended bull market. Since 2010, there
have been 18 downturns in the market, 14 of which were
between 5% and 10% and four of which were corrections
of between 10% and 20%. Yet the market has bounced
back following each pullback and then has moved higher.
A correction is not the end of the bull market. What might
signal that we are at the end of this bull market? Euphoria.
And I still see no signs of euphoria in this market. I am
confident in the strength of the market today and believe
the economy will continue its slow, but steady growth into
the coming year.

*As of October 31, 2017
Past performance does not guarantee future results.
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.
Opinions expressed are those of Neil Hennessy and are subject to change, are not guaranteed, and should not be considered investment advice. The
Dow Jones Industrial Average and S&P 500 Index are unmanaged indices commonly used to measure the performance of U.S. stocks. One cannot invest
directly in an index.
Price to earnings is calculated by dividing a company’s market price per share by its earnings per share. Dividend yield is calculated as the annual
dividends paid by a company divided by the price of a share of its stock. Cash flow provides an indication of a company’s financial strength and
represents earnings before depreciation, amortization, and non cash charges.
The Hennessy Funds are distributed by Quasar Distributors, LLC.						
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