
1. Attractive Price-to-Earnings Multiple
The price-to-earnings multiple, or P/E ratio, is the most 
common measure used to value equities. Japanese large-
cap equities, as represented by the Tokyo Price Index 
(TOPIX), are currently trading on a P/E multiple of 11.6x 
2022 forward earnings, 29% lower than the U.S.

3. Japan Small-Caps  
at a Discount
Small-cap Japanese 
companies are also trading 
at a discount to international 
peers. Small-cap stocks 
in Japan are trading on 
just 11.2x 2022 forward 
earnings, and as a point of 
reference, a 44% discount 
to U.S. small caps trading 
at 19.9x. 

Japanese equities are currently trading at compelling valuation levels compared to 
other developed equity markets around the world and relative to their own historical 
averages. We believe the Japanese market deserves a closer look.

INVESTMENT IDEA: JAPAN

Compelling Valuations in Japan

4. Japan’s Attractive P/E Relative to History

Japan’s current 2022 forward P/E multiple is lower than 
its 10-year average of 14.3x.

Summary
We believe Japan’s growth story is just starting to unfold. 
Following the advent of Abenomics, many Japanese 
companies are experiencing higher profitability due to 
corporate restructuring, better governance, and a more 
competitive currency. With Japanese equities currently 
offering attractive valuations compared to G7 developed 
country equity markets and relative to history, we believe 
Japan deserves a closer look as a component of an 
investor’s portfolio.
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2. Low Price-to-Book
On a price-to-book basis (P/B), Japanese equities are also 
offering investors great value compared with other global 
developed equity markets. TOPIX is trading at just 1.1x 
book value, about a third lower than the average among 
the top developed equity markets and more than two-
thirds lower than the U.S.

1TOPIX Small-Cap. 2Russell 2000® Index.
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Japan: 29% Lower than the U.S.

Japan: Lowest P/B Among G7 Countries
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Hennessy Japan Fund (HJPNX/HJPIX)
Hennessy Japan Small Cap Fund (HJPSX/HJSIX)

Average Annualized Total Return

Hennessy Japan Fund 3 Mo. 1 Year 3 Year 5 Year 10 Year Since Inception (10/31/03)

Investor Class - HJPNX 10.97% -30.65% -5.51% -1.43% 7.62% 6.88%
Institutional Class - HJPIX 11.04% -30.40% -5.14% -1.04% 7.99% 7.15%
Russell/Nomura Total MarketTM Index 12.77% -15.43% -0.76% 0.09% 6.11% 4.29%
Tokyo Stock Price Index (TOPIX) 13.28% -14.87% -0.82% 0.01% 5.99% 4.18%
Morningstar % Rank in Category* - HJPNX 100% 96% 65% 29% —

Morningstar Rating (Investor) / Overall (out of 32 funds) — —

# of funds in Japan Stock Category 36 32 29 21 —
Gross Expense Ratio:      1.43% (Investor Class)     1.04% (Institutional Class)

*Based on total returns. 1Represents the performance of the Institutional Class shares after June 15, 2015 (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

Hennessy Japan Small Cap Fund 3 Mo. 1 Year 3 Year 5 Year 10 Year Since Inception (8/31/07)

Investor Class - HJPSX 8.46% -16.34% -3.28% -1.03% 9.55% 7.52%
Institutional Class - HJSIX1 8.54% -15.99% -2.90% -0.63% 9.86% 7.71%
Russell/Nomura Small CapTM Index 11.30% -11.78% -3.45% -2.70% 6.23% 4.11%
Tokyo Stock Price Index (TOPIX) 13.28% -14.87% -0.82% 0.01% 5.99% 2.40%
Morningstar % Rank in Category* - HJPSX 67% 78% 60% 15% —
Morningstar Rating (Investor) / Overall (out of 32 funds) — —
# of funds in Japan Stock Category 36 32 29 21 —
Gross Expense Ratio:      1.53% (Investor Class)     1.13% (Institutional Class)

Performance as of 12/31/22

1. Active, “Feet on the Street” Management
Both Funds are sub-advised by Tokyo-based SPARX Asset Management. One of the largest and most experienced 
independent Asia-based asset management specialists, SPARX conducts over 2,000 meetings with companies in Japan and 
throughout Asia each year.

2. Consistently Strong Performance
The Japan Fund (HJPNX) achieved top 29% performance and the Japan Small Cap Fund (HJSIX) achieved top 15% performance 
for the 10 year period in the Morningstar Japan Stock Funds category ended December 31, 2022.

3. Impressive Excess Return
Over the past 10 years, the Funds provided risk-adjusted excess return relative to the Japanese markets, with the Japan 
Fund (HJPIX) delivering an alpha of 2.14 relative to the Russell/Nomura Total MarketTM Index and the Japan Small Cap 
Fund (HJPIX) delivering an alpha of 3.70 relative to the Russell/Nomura Small CapTM Index.

Three Reasons to Consider Hennessy Funds for Japanese Exposure



Hennessy Japan Fund (HJPNX/HJPIX)
Hennessy Japan Small Cap Fund (HJPSX/HJSIX)

Please click here for a current prospectus. 
Mutual fund investing involves risk; Principal loss is possible. Small and medium-sized companies may have more limited liquidity and greater price volatility 
than larger companies. The Funds invest in the stock of companies operating in Japan. Single country funds and those that are concentrated in one or more 
industry sectors may be subject to a higher degree of market risk. Funds that invest in other investment companies including ETFs may experience higher fees.

Price-to-earnings and price-to-book for each country is in U.S. dollar terms and measured by the following indices: United States (S&P 500® Index), Japan (Tokyo Stock Price Index), France 
(CAC 40 Index), Canada (S&P/TSX Composite Index), United Kingdom (FTSE 100 Index), Italy (FTSE MIB Index), Germany (Deutsche Boerse AG German Stock Index). The Tokyo Stock Price 
Index is a market capitalization-weighted index of all companies listed on the First Section of the Tokyo Stock Exchange. Tokyo Stock Price Index (TOPIX) Small Index is a market capitalization-
weighted index designed to measure the performance of the of the stocks listed on the First Section of the Tokyo Stock Exchange, excluding the TOPIX 500 stocks and non-eligible stocks. 
S&P 500® Index is an unmanaged index and is commonly used as a measure of the performance of the U.S. stock market as a whole. The CAC 40 is a benchmark French stock market 
index and is a capitalization-weighted measure of the 40 most significant stocks among the 100 largest market caps on the Euronext Paris. The S&P/TSX Composite Index is the benchmark 
Canadian index, representing roughly 70% of the total market capitalization on the Toronto Stock Exchange. The FTSE 100 Index is a share index of the 100 companies listed on the London 
Stock Exchange with the highest market capitalization. The FTSE MIB Index is the benchmark stock market index for the Italian national stock exchange. The Russell/Nomura Total MarketTM 
Index and Tokyo Stock Price Index (TOPIX) are unmanaged indices commonly used to measure the performance of Japanese stocks. The Russell/Nomura Small CapTM Index represents the 
universe of small capitalization companies in the Japanese equity markets. The Deutsche Boerse AG German Stock Index is a blue chip stock market index consisting of the 30 major German 
companies trading on the Frankfurt Stock Exchange. Russell 2000® Index is an unmanaged index commonly used to measure the performance of U.S. small-capitalization stocks. One cannot 
invest directly in an index. Index performance is not indicative of the Funds’ performance. PE ratio is the market price per share divided by earnings per share. Price-to-book ratio is a ratio 
used to compare a stock’s market value to its book value. It is calculated by dividing the current closing price of the stock by the latest quarter’s book value per share. Book value is the value at 
which an asset is carried on a balance sheet. Cash flow measures the cash generating capability of a company by adding non-cash charges (e.g. depreciation) and interest expense to pretax 
income. Alpha is an annualized return measure of how much better or worse a fund’s performance is relative to an index of funds in the same category, after allowing for differences in risk.  
Forward P/E, or price to earnings, is a valuation measure calculated by dividing a company’s market price per share by its expected earnings per share over the following 12 months.  

Frank Russell Company (“Russell”) is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of Russell. Neither Russell 
nor its licensors accept any liability for any errors or omissions in the Russell Indexes or Russell ratings or underlying data, and no party may rely on any Russell Indexes or Russell ratings 
or underlying data contained in this communication. No further distribution of Russell data is permitted without Russell’s express written consent. Russell does not promote, sponsor, or 
endorse the content of this communication.

The Overall Morningstar Rating is based on risk adjusted returns, derived from a weighted average of the 3, 5, and 10 year (if applicable). Morningstar Proprietary Ratings reflect risk-
adjusted performance as of 12/31/22. The Morningstar Rating™ for funds, or “star rating”, is calculated for managed products (including mutual funds, variable annuity and variable life 
subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered 
a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product’s monthly excess 
performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each product category receive 5 stars, the next 22.5% 
receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The Overall Morningstar Rating™ for a managed product is derived from 
a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating™ metrics. The weights are: 100% three-year rating for 
36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-year rating/20% three-year rating for 120 
or more months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, the most recent three-year period actually has the 
greatest impact because it is included in all three rating periods. Morningstar Percentile Ranking compares a fund’s Morningstar risk and return scores with all the funds in the same 
Category, where 1% = Best and 100% = Worst. Each Morningstar category average represents a universe of funds with similar objectives. ©2022 Morningstar. All Rights Reserved. 
The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete 
or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of 
future results. 

The Hennessy Funds are distributed by Quasar Distributors, LLC.                            QA39933-6/19 #1/23

https://go.hennessyfunds.com/StatutoryProspectus.pdf

