
This month, the Japanese stock market made 
significant gains amid a bullish sentiment in response 
to a changing political situation. Prime Minister Suga 
decided not to run for the ruling Liberal Democratic 
Party presidential election, alleviating the strong sense 
that the government was stagnating. Subsequently, 
the market rose on the back of continued buying 
by foreign investors and increased expectations for 
economic recovery due to a decline in new COVID-19 
cases. On September 14, the Nikkei Stock Average hit 
a new high of JPY 30,670, its highest figure in roughly 
31 years. However, in the second half of the month, 
share prices plummeted due to credit concerns 

for the Evergrande Group, a leading Chinese real 
estate developer. As a result, the month closed with 
truncated gains compared to those in the month’s 
first half. As a result, the TOPIX increased month-over-
month by 2.75%, and the Russell/Nomura Small CapTM 
Index, the Fund’s primary benchmark increased by 
1.48% over the same period. The Fund’s performance 
this month increased by 2.19% (HJSIX), outperforming 
its benchmark.

One of the most significant contributors to the Fund’s 
performance this month, as in the previous month, 
was employee benefits outsourcing contractor 
Benefit One Inc. Besides its solid performance, its 
share price gains were likely due to expectations for 
its further growth after the firm announced that it 
had acquired a competitor. Engineering consultancy 
Nippon Koei Co., Ltd. also saw its share price rise. 
Its earnings have been robust, and its announced 
medium-term business plan appears to have 
increased market expectations for the firm.

One of the worst performers this month was 
Poletowin Pitcrew Holdings, Inc. It made an upward 
revision to its earnings as the month began, but the 
change was minor, so investors likely sold its shares 
in disappointment. Semiconductor production 
equipment manufacturer Towa Corporation also 
saw its share price drop. Its decline was apparently a 
reaction to significant share price gains in the past and 
anxiety about the Chinese economy. 

Outlook for October 2021

Japan’s economy has indeed lagged behind other 
countries. However, the coming end to new infections 
and the progress in vaccinations means that the 
economy has plenty of room for recovery, especially 
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Market Commentary & Fund Performance

Hennessy Japan Small Cap Fund Performance as of 9/30/21

Average Annual Total Return
1 Year 5 Year 10 Year

Institutional Class - HJSIX 17.15% 12.54% 13.57%
Investor Class - HJPSX 16.62% 12.11% 13.32%
Russell/Nomura Small Cap™ Index 12.41% 7.44% 8.48%
Tokyo Stock Price Index (TOPIX) 20.61% 9.28% 8.63%
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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in personal consumption. Other positive factors that 
we are starting to see are recovery in logistics and 
construction, which had been stagnant due to the 
impact of COVID-19 and the end of the Olympics. 
While there are risks in the Chinese economy declining 
and commodity prices rising, we expect investments 
in relatively low-risk Japanese companies to expand. 
The lead-up to the House of Representatives election 
has engendered some uncertainty. However, we 
believe the market will return to its upward trend 
after the election and toward the year-end. In terms 
of our investment strategy, we will increase the 
Fund’s holdings in stocks that have the potential for 
significant long-term profit growth by continually 
contributing to the new, post-COVID society and 
economic normalization.

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-20211018-0318
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