
Fund Performance Review

In July, the Fund (HJPIX) gained 8.16%, outperforming 
its benchmark, the Russell/Nomura Total Market Index, 
which rose by 6.45%.

The month’s positive performers among the Global 
Industry Classification Standard (GICS) sectors 
included shares of Industrials, Consumer Discretionary 
and Information Technology. No sectors detracted from 
the Fund’s performance during the month of July.

Among the best performers were our investments 
in Recruit Holdings, Japan’s unique print and online 
media giant specializing in classified ads as well 
as providing human resources services, Keyence 
Corporation, the supplier of factory automation 
related sensors, and Misumi Group Inc., the maker 
and distributor of metal mold components and 
precision machinery parts.

As for the laggards, Mitsubishi Corporation, the 
largest trading company in Japan, Tokio Marine 
Holdings, Inc., Japan’s largest general insurance 
group, and Ariake Japan, a producer of natural 
seasonings and flavorings from meat products, 
detracted from the Fund’s performance.

The Fund continues to remain invested in its long-
term holdings in growth names, but we have also 
been adding several new names to the portfolio 
lately, which we consider to contribute to more risk 
diversification and be of attractive valuation relative 
to their growth prospects. Tokio Marine, the stock 
we highlighted in last month’s letter as “growth stock 
in disguise,” was one such example. This month, we 
are going to introduce ORIX, which had been on our 
radar screen for many years.

Within the Fund’s long-term positions, we will keep 
them balanced between high-quality businesses 
with manufacturing excellence in industries like 
industrials (Keyence, Nidec, etc.), consumer 
products (Rohto, Kao, etc.) and medical devices 
(Terumo, etc.) as well as those with differentiated 
strengths in intangible assets like entertainment 
content (Sony Group), network effects (Recruit) and 
software (Hitachi), all of which have extremely long 
growth runways, in our view.

ORIX is Japan’s largest non-bank comprehensive 
financial services company. It was established in 1964 
as a leasing company, but subsequently diversified 
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Hennessy Japan Fund Performance as of 7/31/22

Average Annual Total Return
YTD 1 Year 5 Year 10 Year

Institutional Class - HJPIX -27.43% -25.45% 2.48% 8.96%

Investor Class - HJPNX -27.60% -25.76% 2.07% 8.58%

Russell/Nomura Total MarketTM Index -14.74% -13.92% 2.42% 6.91%

Tokyo Stock Price Index (TOPIX) -14.90% -14.16% 2.15% 6.72%

Gross Expense Ratio: 1.04%  (Institutional Class) | 1.43%  (Investor 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.

Standardized performance can be obtained by viewing the fact sheet or 
by clicking here.
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into a broad range of fields including aircraft 
leasing, property development, asset management, 
banking, life insurance, private equity, venture capital, 
renewable energy investment, airport concession, 
and so on. It also has a global footprint with roughly 
half of the earnings generated overseas.

Using the growth rate of book value per share (net 
asset value per share) as a proxy for the growth 
rate of intrinsic value, ORIX has grown at 7-10% 
per annum over the last 5 and 10 years. During its 
history since 1964, it has never reported a net loss.* 
In terms of shareholder return policy, management 
is committed to a 33% payout ratio, which equates 
to a dividend yield of 4% at the current share price. 
On top of this, management have repeatedly stated 
that, in the event there are not enough attractive 
business opportunities to use up available capital, 
they will return it to the shareholders in the form 
of share buybacks, and they have been acting on 
this. In the last three years, the share count has 
decreased at a rate of 2-3%, which helps to augment 
the earnings growth rate on a per share basis. At the 
current valuation of 8x forward P/E and 0.8x price 
to book (P/B) (return on equity 10%), we believe the 
management is conducting capital allocation in a 
very rational manner.

ORIX’s sustainable growth rate therefore is in the mid-
single digit range. As a shareholder, you get dividend 
yields of 4% at present with further upside potential 
in dividend per share as the business grows, and 
lastly they can constantly buy back shares if need be, 
which helps to raise earnings per share. Many of our 
other growth-oriented long-term portfolio holdings 
have higher expected earnings compounded annual 
growth rates (CAGR) but negligible share buybacks 
and meager dividend yields.

Moreover, over the next three years, ORIX may see 
faster growth in earnings. The company’s mid-term 
outlook calls for 12% CAGR from net profit (NP) 
312.1bn yen ($2.3bn) to NP440bn yen ($3.3bn) by 
FY March 2025. This is primarily due to expected 
recovery in the pandemic-stricken business lines 
such as hotel operation, aircraft leasing, and airport 
concession businesses. These business lines reported 
a segment loss of 22bn yen ($163.7mn) in FY2021 
but the company expect that such businesses should 
recover to at least 60bn yen ($446.4bn) in three years 
assuming the normalization of businesses back to pre-
COVID levels. This seems to reasonably achievable to 
us. Thus, the overall profit is likely to be 40% higher 
than FY2021 accompanied by higher ROE, which may 
provide upside to the current valuation multiples. As a 
long-term investor, we intend to hold this company as 
long as its fundamentals remain promising.
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*�One�blemish�is�that�in�the�aftermath�of�the�2008�global�financial�crisis,�the�company�had�to�issue�new�equity,�which�resulted�in�20%�dilution,�in�order�to�allay�market’s�
concern�about�its�ability�to�tap�the�capital�markets�for�fund�raising.�We�take�it�that�management�learned�a�lesson�from�this.
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Fund Portfolio Holdings as of 6/30/22

Ticker % of Net Assets
Sony Group Corp. 6758 8.47%

Mitsubishi Corp. 8058 8.12%

Hitachi, Ltd. 6501 7.83%

Tokio Marine Holdings, Inc. 8766 5.62%

Keyence Corp. 6861 5.35%

Nidec Corp. 6594 4.47%

Rohto Pharmaceutical Co., Ltd. 4527 4.19%

Daikin Industries, Ltd. 6367 4.12%

Recruit Holdings Co., Ltd. 6098 4.05%

Terumo Corp. 4543 3.98%

Murata Manufacturing Co., Ltd. 6981 3.72%

Misumi Group, Inc. 9962 3.68%

Kubota Corp. 6326 3.50%

Shimano, Inc. 7309 3.00%

Mercari, Inc. 4385 2.90%

Kao Corp. 4452 2.34%

Nitori Holdings Co., Ltd. 9843 2.00%

Fast Retailing Co., Ltd. 9983 1.82%

Sompo Holdings, Inc. 8630 1.81%

Z Holdings Corp. 4689 1.82%

MS&AD Insurance Group Holdings 8725 1.68%

Unicharm Corp. 8113 1.67%

FUJIFILM Holdings Corp. 4901 1.65%

SoftBank Group Corp. 9984 1.58%

ASICS Corp. 7936 1.27%

Ariake Japan Co., Ltd. 2815 1.13%

ORIX Corp. 8591 1.00%

Anicom Holdings, Inc. 8715 0.80%

Asahi Intecc Co., Ltd. 7747 0.35%

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. 
Current and future holdings are subject to risk. Mutual fund investing involves risk; Principal loss is possible. The Fund invests in small and medium 
capitalized companies, which may have more limited liquidity and greater price volatility than large capitalization companies. The Fund invests in the stock of 
companies operating in Japan; single country funds may be subject to a higher degree of market risk. The Fund may experience higher fees due to investments 
in pooled investment vehicles (including ETFs).
Earnings growth is not representative of the Fund’s future performance. Diversification does not guarantee a profit or protect from loss in a declining market.
For glossary and index definitions, click here.
Fund holdings and sector weightings are subject to change and should not be considered a recommendation to buy or sell any security. The views expressed in this commentary are as 
of the date of the commentary and are subject to change at any time without notice.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                    HENS-20220817-0571

https://www.hennessyfunds.com/glossary

