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[ Comments and Opinions ]
For more than a decade, the Hennessy Technology Fund has been providing investors
with an opportunity to benefit from advancements in technology. We recently talked
with Skip Aylesworth, the Fund’s Portfolio Manager, to gain insight into the portfolio.
The following includes highlights from that discussion.

1. Would you please discuss how you determine if a company qualifies as a
“technology” holding for the Hennessy Technology Fund?
The Fund uses a broad based definition of technology which allows us to include such
industries as scientific instrumentation, telecommunications, biotechnology, defense
and commercial electronics, data storage, health care technology, social media,
online retailers, as well as the more traditional computer hardware and software.

Winsor “Skip” Aylesworth
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While 66% of the portfolio is in the information technology sector, the Fund has
a 12% weighting in the health care sector, and an 8% weighting in consumer
discretionary companies as of December 31, 2016. We believe this more diverse
set of tech-related holdings should give the Fund an edge over more narrowly
constructed technology investments.
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2. What is your investment process for the Fund?

FUND FACTS
Symbol
Investor

HTECX

Institutional

HTCIX

CUSIP
Investor

425 88P 858

Institutional

425 88P 841

Inception
Investor
Institutional

We believe that investors will be rewarded by owning technology companies that
exhibit a history of growing sales, growing gross profits and growing tangible book
value. Tangible book value is one way of valuing a company’s worth if it were to be
liquidated today.
By starting with a universe of over 850 companies we strive to build a portfolio of about
50 companies that exhibit these properties and, in addition, have minimal leverage and
reasonable valuations that correlate well with the market.
The net result is a portfolio that exhibits the following characteristics:
•

2/1/02

•

3/12/10

•

63

•

Number of Holdings

Market leading business model with competitive advantage
History of growing revenue, profit and tangible book value
Efficient and conservative balance sheets
Solid prospects for sustainable profitability

3. There have been several initial public offerings (IPOs) of large tech companies
over the past year. Would you please discuss the Fund’s investments in IPOs?
Does the Fund invest in technology stocks headquartered outside the U.S.?
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We have historically avoided stocks that lack a track record or are domiciled outside the
U.S. Regarding newly listed companies, we prefer to have 12 to 18 months of data before
considering the new public company for inclusion in the Fund. In addition, while we
recognize that many of our companies have significant and growing market share overseas,
we prefer to invest in companies domiciled in the U.S. to minimize geopolitical risks.
(Q&A continued on next page)
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4. What areas of technology are you currently finding most attractive?
Due to the aging demographics of the U.S. and the implementation of the Affordable Care Act, we see significant opportunity in
the technology companies that are associated with health care, including those businesses providing database management
and cloud computing services. In addition, the social media space exhibits good growth prospects. As a new technology, the
opportunities to increase revenues appear bright. Our investments in these industries have a growing earnings stream and an
overall valuation that we believe should continue to increase in the future.

FUND PERFORMANCE as of 12/31/16
Average Annualized Total Return
3 Month

1 Year

3 Year

5 Year

10 Year

Since Inception
(2/1/02)

Investor Class - HTECX

-4.54%

2.03%

2.40%

8.65%

3.95%

5.46%

Institutional Class - HTCIX1

-4.46%

2.39%

2.75%

8.99%

4.15%

5.59%

NASDAQ Composite Index

1.66%

8.87%

10.14%

17.13%

9.57%

8.32%

S&P 500 Index

3.82%

11.96%

8.87%

14.66%

6.95%

6.89%

Gross Expense Ratio: 3.14% (Investor Class) | 2.77% (Institutional Class)
1
Represents the performance of the Institutional Class shares after March 12, 2010 (inception of the share class) and Investor Class for periods prior to
that date.
Performance for periods prior to 10/26/12 is that of the FBR Technology Fund. The predecessor Technology Fund had the same investment objective
and same investment strategy as the Fund. 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.

Important Disclosures
Opinions expressed are those of Skip Aylesworth and are subject to change, are not guaranteed and should not be considered 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 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. Investments are focused in the technology industry; sector funds may be subject to a
higher degree of market risk. Investments in foreign securities may involve political, economic and currency risks, greater volatility and differences in accounting
methods. The Fund invests in small and medium sized companies, which may have more limited liquidity and greater volatility compared to larger companies.
NASDAQ Composite Index is a broad-based capitalization-weighted index of all the NASDAQ National Market and Small Cap stocks. S&P 500 Index is an unmanaged
index commonly used to measure the performance of U.S. stocks. One cannot invest directly in an index.
Earnings growth is not a measure of the Fund’s future performance.
The Hennessy Funds are distributed by Quasar Distributors, LLC.								
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