
This month, the Japanese stock market began to climb 
due to rising expectations for resumed economic 
activity stemming from increasing vaccinations. 
However, toward the end of the month, senior 
Federal Reserve officials mentioned the possibility 
of starting interest rate hikes in 2022, negatively 
impacting the market by heightening its sense of 
caution. This development alongside concerns of 
another COVID-19 wave had a negative impact on 
the market. As a result, the Tokyo Stock Price Index fell 
0.27% month-over-month. In comparison, the Russell/
Nomura Small Cap Index rose 1.87% over the same 
period and the Fund returned 0.57% (HJSIX).

Among positive contributors to the Fund’s 
performance this month were Takeei Corporation 
which is a biomass power plant operator and 
industrial waste recycler, Musashi Seimitsu Industry 
Co., Ltd. which produces automotive parts mainly 
for Honda, and Benefit One Inc., which is a provider 
of outsourcing of employee benefits and other 
services. Takeei’s stock price was boosted by its 
announcement of this fiscal year’s earnings projection 
with double-digit profit growth and the market’s 
recent attention on renewable energy. We believe 
that Musashi Seimitsu Industry saw its stock price 
rise due to its announcement of increased orders for 
parts for electric vehicles (EVs) and expectations for 
high profitability of EV-related modular parts. Benefit 
One raised expectations for growth based on its 
announcement of expanded vaccination support and 
new services in health-related services for employees.

As for laggards, Siix Corporation, an electronics part 
assembler that promises growth in the automotive 
industry, announced solid earnings, but investors sold 
its stock in an apparent reaction to its gains last year. 
Daihen Corporation, a manufacturer of transformers 
and semiconductor power supplies, appears to have 
drawn a bearish sentiment due to this fiscal year’s 
slowdown in earnings growth potential caused by 
rising copper prices.

Outlook for July 2021

The current outlook for Japanese corporate 
performance indicates reduced profits due to the 
uncertainty caused by the resurgence of COVID-19 
and the higher costs associated with rising crude 
oil, precious metal, and agricultural commodity 
prices. However, as we head into second half of this 
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Market Commentary & Fund Performance

Hennessy Japan Small Cap Fund Performance as of 6/30/21

Average Annual Total Return

1 Year 5 Year 10 Year

Institutional Class - HJSIX 21.87% 13.18% 12.70%

Investor Class - HJPSX 21.42% 12.73% 12.46%

Russell/Nomura Small Cap™ Index 19.29% 8.41% 8.28%

Tokyo Stock Price Index (TOPIX) 23.78% 10.06% 7.56%

Gross Expense Ratio: 1.13%  (Institutional Class) | 1.55%  (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.
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year, we expect many of these concerns to improve. 
Additionally, the market has apparently factored in its 
fears of rising interest rates. Thanks to these factors, 
we believe the Japanese stock market could very well 
return to an upward trajectory soon.

As for our investment strategy, we intend to consider 
selling stocks that had performed well on the back of 
continued stay-at-home demand, as the performance 
gap between companies is growing. At the same time, 
we would like to continue making new investments 
and expanding the portfolio’s holdings in stocks that 
could see significant profit growth during the coming 
shift toward a carbon-neutral society and normalized 
economic activity.

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. 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. Top ten holdings and turnover for the Hennessy Japan Small Cap Fund can be found on the fact sheet or here: https://www.hennessyfunds.
com/funds/japan-small-cap. Fund holdings and sector allocations are subject to change and should not be considered recommendations to buy or sell any security. Current and future 
holdings are subject to risk.
The Hennessy Funds are distributed by Quasar Distributors, LLC.                                             HENS-20210714-0253
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