
Fund Performance Review

In May 2020, the Fund rose 11.39% (HJPIX) while the 
Tokyo Stock Price Index climbed 6.03%. The Russell/
Nomura Total Market™ Index, the benchmark for the 
Fund, advanced 6.30% over the same period. 

Among the best performers were our investments 
in Shimano Inc, a global leader in bicycle parts 
manufacturing, Terumo Corporation, Japan’s largest 
medical device manufacturer, and Anicom Holdings, 
Inc., a supplier of factory automation related sensors.

As for the laggards, Sony Corporation, a diversified 
consumer and professional electronics, gaming, 
entertainment, and financial services conglomerate, 
negatively affected the Fund’s performance.

Even though our investment style calls for long-term 
ownership of high-quality companies, we do not 
blindly subscribe to the buy-and-hold camp. Every 
time a new piece of information about a particular 
portfolio name or its industry emerges, we evaluate 
the potential consequences, and if the impact on the 
long-term health of the business is deemed negligible, 
we take no action on the position. When the outlook 
of the business becomes suddenly challenging due 
to rapid changes in external environment (such as this 
year’s coronavirus pandemic), our tendency is to hold 
steady insofar as we are convinced that the company 
has the wherewithal to survive the headwind subject 
to various stress-testing and scenario analysis. In other 
words, the inactivity in the portfolio is the result of 
very active mental analysis and judgement about the 
future course of the businesses in the portfolio on an 
ongoing basis.

Based on our research experience, most information 
that comes across can be dismissed as “noise.” 
For example, a temporary blip in same-store sales 
numbers for a retailer due to unfavorable weather is a 
noise. Given the exponential increase in information in 
the internet era, the key for investment professionals 
like us is to distinguish between “noise” and “signal.” 
We consider the “signal” as an event that could 
alter the fate of the business to a point that its 
intrinsic value, defined as the present value of future 
aggregate cash flows, would be significantly impaired. 
Developments such as structural shifts of consumer 
behavior or advances in technology also come to 
mind as examples.
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Market Commentary & Fund Performance

Hennessy Japan Fund Performance as of 5/31/20

Average Annual Total Return

1 Year 5 Year 10 Year

Institutional Class - HJPIX 11.38% 10.50% 13.14%

Investor Class - HJPNX 10.95% 10.08% 12.78%

Russell/Nomura Total MarketTM Index 7.97% 4.00% 6.65%

Tokyo Stock Price Index (TOPIX) 6.99% 3.81% 6.44%

Gross Expense Ratio: 1.04%  (Institutional Class) | 1.44%  (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.

https://www.hennessyfunds.com/funds/japan%23performance


Hennessy Japan Fund (HJPNX/HJPIX)

Sometimes a “signal” can prove to be false. As 
the coronavirus pandemic wreaked havoc on the 
global economy, it was obvious at first instance that 
demand for consumer discretionary items as well as 
economically sensitive industrial goods would be 
decimated. Rather than emotionally rushing to exit 
our positions in such names, we took time to review 
all of the Fund’s holdings as the panic selling set in to 
reassess if there was any reason we could no longer 
hold a particular holding. As the dust from the March 
market chaos settled, we began to notice that a few 
of the portfolio holdings could thrive as a result of the 
pandemic profoundly changing the way people go 
about their lives.

A good example is Shimano, the global parts maker 
for high-end sports bicycles. Sports bicycles are no 
small ticket item for consumers so it was clear back in 
March that demand would take a huge hit. However, 
investors have recently started taking note of the 
possibility of an acceleration in industry sales driven 
by consumers looking to take up cycling as a way 
of exercising in the post-COVID19 social distancing 
world. Demand from commuters looking for safer 
alternatives to crowded morning buses and trains is 
seen rising as well. As a matter of fact, we have read 
recent European governments’ announcements about 
the construction of new bike paths to encourage 
social distancing in many big cities. Driven by rising 
expectations for higher sales globally, Shimano’s share 
price surged to an all-time high this month. 

Other likely post-pandemic portfolio beneficiaries 
include:

» Keyence: its factory automation sensors will be
increasingly used to help reduce the need for
humans at manufacturing sites

» Daikin: its ductless type AC system is expected
to take market share from the duct type in the US
as the former can better prevent the spread of
virus indoors

» UniCharm: the diaper and sanitary napkin maker
also makes high-quality face masks as the mask-
wearing culture is becoming the new norm

All of these companies have been holdings of the 
Fund since before the health crisis. Despite the difficult 
conditions in the broader markets, share prices of these 
companies have registered positive returns this year, 
contributing to the Fund’s outperformance relative to 
the benchmark so far. 
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Hennessy Japan Fund (HJPNX/HJPIX)

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.
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.
For glossary and index de initions, click here.
The Hennessy Funds are distributed by Quasar Distributors, LLC. QA45886 6/20 #6/20

Fund Portfolio Holdings as of 3/31/20

Ticker % of Net Assets
Unicharm Corp. 8113 6.5%

Terumo Corp. 4543 6.2%

Kao Corp. 4452 6.2%

Keyence Corp. 6861 5.9%

Rohto Pharmaceutical Co., Ltd. 4527 5.8%

Daikin Industries, Ltd. 6367 5.8%

Shimano, Inc. 7309 5.6%

Sony Corp. 6758 5.5%

Recruit Holdings Co., Ltd. 6098 5.0%

Misumi Group, Inc. 9962 5.0%

Kubota Corp. 6326 4.8%

SoftBank Group Corp. 9984 4.7%

Nidec Corp. 6594 4.7%

Mitsubishi Corp. 8058 4.4%

Takeda Pharmaceutical Co., Ltd. 4502 4.4%

Nitori Holdings Co., Ltd. 9843 4.2%

Fast Retailing Co., Ltd. 9983 4.0%

Anicom Holdings, Inc. 8715 2.8%

Ariake Japan Co., Ltd. 2815 2.3%

Relo Group, Inc. 8876 1.7%

ASICS Corp. 7936 1.5%

Fuji Seal International, Inc. 7864 0.6%

Ryohin Keikaku Co., Ltd. 7453 0.6%

Mitsubishi UFJ Financial Group 8306 0.4%

https://www.hennessyfunds.com/glossary

