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In the first week of April, the Japanese stock market 
continued March’s downward trajectory, but it 
later rebounded after plummeting stock prices 
fueled discount buying. Market expectations about 
government policies worldwide and hope for a 
resolution of the pandemic also helped bolster this 
rebound. Emerging company equities significantly 
recovered in response to March’s performance, 
but the Tokyo Stock Exchange small-cap index 

performed at the same level as its large-cap index. 
As a result, the Tokyo Stock Price Index rose 5.33% 
month-over-month, while the benchmark for the 
Fund, the Russell/Nomura Small Cap™ Index, 
gained 6.63% over the same period. The Fund’s 
performance increased by 7.76%, outperforming  
its benchmark.

One of the best performers during this month 
was Benefit One Inc., an employee benefits, 
health check-up, and health guidance third-party 
administration service provider. Its share price 
climbed, likely as a rebound from its significant 
decline. Towa Corporation was another positive 
contributor to the Fund’s performance. The 
company manufactures production equipment for 
semiconductor post-processing steps, including 
sealing and cutting. Its share price rebounded 
due to the expected demand for 5G-oriented 
semiconductors. Nihon Flush Co., Ltd., a 
manufacturer of interior doors for condominiums, 
saw its share value grow due to the continuing 
trend of stronger regulations for furnished condos 
in China and the growth of the company’s customer 
base in the country. The market also expects the firm 
will see demand recover following the emerging 
recovery from the COVID-19 pandemic. 

Meanwhile, stocks that contributed negatively to the 
Fund’s performance included office furniture and 
store fixture manufacturer Okamura Corporation. 
The firm’s share price fell due to a few concerns, 
namely the negative impact of corporations’ short-
term cost cuts due to the worsening economy, the 
growing use of telecommuting as Japan’s state of 
emergency extends, and the slowing demand for 
offices and office furniture. Kawada Technologies, 
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Market Commentary & Fund Performance

Hennessy Japan Small Cap Fund Performance as of 4/30/20

Average Annual Total Return

1 Year 5 Year 10 Year

Institutional Class - HJSIX -7.46% 8.17% 10.40%

Investor Class - HJPSX -7.78% 7.80% 10.21%

Russell/Nomura Small Cap™ Index -6.67% 4.43% 6.55%

Tokyo Stock Price Index (TOPIX) -3.12% 2.87% 4.96%

Gross Expense Ratio: 1.12%  (Institutional Class) | 1.52%  (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-small-cap%23performance
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Inc. was another negative performer. This company 
is a civil engineering firm that works with steel 
girders, steel bridges, prestressed concrete, and 
systems construction. Its share price fell due to the 
announced work suspension meant to prevent the 
spread of the COVID-19 virus that mainly affected 
the firm’s general contractor clients. This spurred 
investor concerns that Kawada would suffer from the 
extended work suspension. 

Outlook for May 2020

In April, the stock market recovered from its rapid 
decline, but the situation still does not warrant 
optimism. Many companies are postponing their 
earnings reports and not publishing their forecasts 
for the current fiscal year. At the same time, we 
expect future economic indicator announcements 
to deliver unprecedented low figures. For the time 
being, we anticipate cycles of highs and lows as the 
stock market adapts to the effects of government 
countermeasures, with little chance for a steady 
recovery. While the stock market has been on the 
rise due to hope that the pandemic would soon end, 

we believe uncertainty will continue, as the statistics 
showing the impact of COVID-19 become available 
and as governments extend their strategies to keep 
the virus under control. 

Looking at corporate activity, we believe gaps are 
emerging depending on strategies corporations 
are taking in terms of cost-cutting in response to 
the pandemic and other emergency measures, the 
handling of financial structures, and approaches to 
restructuring business models. These gaps should 
lead to disparities in performance over the next 
several years. Therefore, while the current situation 
looks to be severe in the short term, it should 
provide favorable opportunities for investing in 
outstanding companies. Therefore, we intend to 
maintain our management strategy of screening 
investments with an even greater focus on the 
individual attributes of each company. With due 
atten-tion to safety, we look to carefully select 
investments in corporations that can adequate-
ly respond to the emerging status quo and in 
companies that can grow their market share once 
the market has recovered.
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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. 
Fund holdings and sector weightings are subject to change and should not be considered a recommendation to buy or sell any security. 
For glossary and index definitions, click here.
The Hennessy Funds are distributed by Quasar Distributors, LLC. QA45601 5/20 #5/20

Fund Portfolio Holdings as of 3/31/20

Ticker % of Net Assets
Cosmos Pharmaceutical Corp. 3349 2.5%

SBS Holdings, Inc. 2384 2.3%

Daihen Corp. 6622 2.3%

Digital Garage, Inc. 4819 2.3%

Elecom Co., Ltd. 6750 2.3%

Kobe Bussan Co., Ltd. 3038 2.2%

Nihon Unisys, Ltd. 8056 2.2%

METAWATER Co., Ltd. 9551 2.2%

Tocalo Co., Ltd. 3433 2.2%

Ship Healthcare Holdings, Inc. 3360 2.1%

Nippon Koei Co., Ltd. 1954 2.1%

Mirait Holdings Corp. 1417 2.1%

KAWADA TECHNOLOGIES, Inc. 3443 2.1%

Senko Group Holdings Co., Ltd. 9069 2.1%

Japan Pile Corp. 5288 2.0%

Towa Corp. 6315 2.0%

Sato Holdings Corp. 6287 2.0%

Macnica Fuji Electronics Holdings 3132 2.0%

Sun Corporation 6736 2.0%

Okamura Corp. 7994 2.0%

Stella Chemifa Corp. 4109 2.0%

Pacific Industrial Co., Ltd. 7250 1.9%

LIFENET Insurance Co. 7157 1.9%

Nippon Signal Company Ltd. 6741 1.9%

Saizeriya Co., Ltd. 7581 1.9%

Star Mica Holdings Co. Ltd. 2975 1.9%

Takeei Corp. 2151 1.9%

Kito Corp. 6409 1.9%

Transcosmos, Inc. 9715 1.9%

Benefit One, Inc. 2412 1.9%

Hanwa Co., Ltd. 8078 1.8%

Kakaku.com, Inc. 2371 1.8%

Bell System24 Holdings, Inc. 6183 1.7%

Fund Portfolio Holdings as of 3/31/20

Ticker % of Net Assets
Nihon Flush Co., Ltd. 7820 1.7%

Matsuoka Corp. 3611 1.6%

Nishimoto Co., Ltd. 9260 1.6%

Iwatani Corp. 8088 1.6%

Seiren Co., Ltd. 3569 1.6%

Starzen Co., Ltd. 8043 1.6%

Fuji Corp. 6134 1.5%

EF-ON, Inc. 9514 1.5%

Nojima Corp. 7419 1.5%

Hito Communications Holdings, Inc. 4433 1.5%

Hoshizaki Corp. 6465 1.5%

Sanyo Chemical Industries, Ltd. 4471 1.5%

CyberAgent, Inc. 4751 1.4%

Mitsubishi Logisnext Co., Ltd. 7105 1.3%

Tokyo Ohka Kogyo Co., Ltd. 4186 1.2%

Tosei Corp. 8923 1.1%

Mimaki Engineering Co., Ltd. 6638 1.0%

AEON Financial Service Co., Ltd. 8570 0.9%

Kuriyama Holdings Corp. 3355 0.8%

Juki Corp. 6440 0.8%

Morita Holdings Corp. 6455 0.7%

Musashi Seimitsu Industry Co. Ltd. 7220 0.7%

CYBERDYNE, Inc. 7779 0.6%

Kushikatsu Tanaka Holdings Co. 3547 0.4%

https://www.hennessyfunds.com/glossary

