
The Japanese stock market started the month on 
an upward trajectory due to the easing of border 
control measures in Japan and expectations of 
economic recovery following the lifting of the 
citywide quarantine in Shanghai, China. Mid-month, 
the stock market fell sharply as the Federal Reserve 
Board (FRB) raised interest rates by 0.75% for the 
first time in 28 years, and the Swiss National Bank 
decided to raise interest rates for the first time in 15 

years, raising concerns of an economic slowdown 
due to global monetary tightening. As the month 
ended, a pause in the rise of long-term interest rates 
in the U.S. mitigated the Japanese stock market’s 
decline, but it ultimately ended the month at a 
level lower than it began. As a result, the Tokyo 
Stock Price Index fell 7.25% month over month. The 
Fund’s (HJSIX) performance declined by 5.10%, 
outperforming its benchmark.

This month, the most significant contributor was 
Internet-based life insurance provider LIFENET 
Insurance Company. While it had slowed its rate of 
acquiring new customers, which increased during 
the COVID-19 pandemic, it had maintained its 
growth trajectory. Nevertheless, its share price had 
plummeted, making it feel undervalued and fueling 
its gains this month.

Meanwhile, the greatest negative impact came 
from biomass power station operator and industrial 
waste recycler TRE Holdings Corporation. It had 
no particularly unwelcome news, but its share 
price fall is likely a backlash to the sharp rise it has 
experienced in the first half of this year.

This month, we made three new investments in the 
machinery and service sectors. Those companies 
should benefit from post-COVID-19 economic 
normalization. On the other hand, we fully divested 
a stock due to concerns of fading special demand 
gained during the pandemic.

Outlook for July 2022

Resolution in the Ukraine situation looks bleak, 
energy prices remain high, interest rates are rising, 
and semiconductor and other component shortages 
remain, coalescing into a storm of bad news for 
the stock market. However, energy and commodity 
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The Portfolio Managers of Tokyo-based SPARX Asset Management Co., Ltd., 
sub-advisor to the Hennessy Japan Small Cap Fund, share their insights on 
the Japanese market and Fund performance.
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Hennessy Japan Small Cap Fund Performance as of 6/30/22

Average Annual Total Return
1 Year 5 Year 10 Year

Institutional Class - HJSIX -22.76% 2.08% 9.90%
Investor Class - HJPSX -23.06% 1.67% 9.62%
Russell/Nomura Small Cap™ Index -22.20% -1.14% 5.72%
Tokyo Stock Price Index (TOPIX) -19.46% 1.50% 5.91%
Gross Expense Ratio: 1.13%  (Institutional Class) | 1.53%  (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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prices have lost some upward price momentum, 
and the component shortages show signs of 
partial resolution. Therefore, the depreciating 
yen’s upsides, which have not yet appeared due 
to rising costs and production cutbacks, should 
increase over time. Moreover, since the Japanese 
economy has been slower to recover than those 
abroad, it should have considerable room for 
recovery. Corporate earnings should also recover 
significantly this year and beyond. Because of these 
predictions, we believe the stock market will take 
an upswing, meaning pessimism about the current 
situation should be unnecessary. Our investment 
strategy remains to invest in stocks with high growth 

potential and low overvaluation among those that 
have fallen sharply. We also intend to increase our 
investments in companies that can remain highly 
inflation-responsive and keep up with medium-term 
social changes while significantly benefiting from 
the Japanese economic recovery.

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. Small and medium-sized companies may have more limited liquidity and greater price volatility 
than larger companies. The Fund invests 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.
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-20220720-0548
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