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Does Asia provide an attractive source of yield and dividend growth?
Yes, Asia not only offers a diversified source of income for investors but has been the region
with the fastest dividend growth over the past 10 years. Asia also continues to have the
potential to be one of the fastest growing regions of the world over the coming decade. We
take a total return approach to managing the Matthews Asia Dividend Fund, focusing on
investing in a combination of stable dividend payers and dividend growers. This combination attempts to provide investors with the opportunity to benefit from an attractive
dividend yield as well as exposure to companies that are growing their dividends at a faster
rate than typically seen in developed markets.
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How do you mitigate volatility?
The behavior of a dividend portfolio tends to be less volatile than the market: the security
of receiving a dividend yield enables us to pursue a reasonable level of total return
without chasing faster-growing, but more volatile investments. That is a double-edged
sword, however: if the market goes up, we do not necessarily follow at the same pace. But
in down times, we may have an element of protection.

How is the Matthews Asia Dividend portfolio structured?
The value of an investment in the Fund can go
down as well as up and
possible loss of principal is
a risk of investing. Investments in international and
emerging market securities
may involve risks such as
social and political instability, market illiquidity,
exchange-rate fluctuations, a high level of
volatility and limited regulation. The Fund invests
in holdings denominated
in foreign currencies, and
is exposed to the risk that
the value of the foreign
currency will increase or
decrease. The Fund invests
primarily in equity securities, which may result in
increased volatility. There
is no guarantee that the
Fund or the companies
in its portfolio will pay or
continue to pay dividends.
These and other risks
associated with investing
in the Fund can be found
in the Prospectus.

We take an all-cap approach, meaning we can invest in anything from small to mega
caps. What is nice about Asia is that you see companies right down the market cap paying
dividends. In small and mid-caps, you tend to find more entrepreneurial companies,
family-owned commercial businesses, while large companies in Asia are often less commercially run and connected to governments.
The market capitalisation of companies we invest in depends on the liquidity of underlying
stocks in a particular market. For some markets, a liquid stock would have to be $1 billion,
for others, only a few hundred million. But one thing this Fund will not do is morph into a
blue-chip yield portfolio.

What differentiates the Matthews Asia Dividend Fund from other Asia income funds?
We focus on the sustainability of the dividend stream. Drawing upon a long-term total
return approach, we use dividends as an indicator of core earnings growth and strength of
the company. In contrast, some Asian equity income portfolios tend pursue higher yield
without fully understanding how sustainable those yields may be.
The companies we seek to invest in range from small and mid-caps that may be yielding 2%
to solid businesses that may yield 4–5% but potentially growing their dividends at a 15%
rate. This balanced approach seeks to create a portfolio that can benefit from an attractive
dividend yield without giving up on growth.
We have a lot of flexibility: if the market is hot, the natural thing for us is to take a step back
and look in the other direction. If everyone is looking for yield, we would look for growth; if
they start paying more for growth, we would move the portfolio back towards yield.
We have a dedicated team of investment professionals that have 2,500 company meetings
every year, looking at all businesses through the Asian dividends framework. We also meet
with companies’ competitors and suppliers to gauge their outlook.
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Where are you finding attractive dividends?
Dividend opportunities abound not only in countries
where structural reform efforts and an increasing
emphasis on shareholder returns support better corporate
governance practices, such as China and South Korea,
but also in those that are less in the limelight such as
Vietnam, Indonesia, Thailand and Bangladesh. We also
see more opportunities in consumer-related businesses, as
opposed to companies which are more export or cyclical
in their nature.
As bottom-up stock pickers focused on solid dividend
payers, we continue to pay attention to firms with the
following attractive characteristics: sustainable business
models; a strong capacity for generating free cash flow;
and management teams that make smart capital allocations between funding business growth and returning
excess cash to shareholders. As always, we are mindful
about how much we pay for the shares of businesses. Asia
equities today provide intriguing total return opportunities
for investors, anchored by attractive dividend yields and
improving dividend growth prospects.

What are some of the most prevalent investment
themes in Asia?
Looking at the past 30 years, inequality across the world
has been decreasing (although it could be increasing
within certain individual countries). This development
has resulted in the rise of the middle class, so an opportunity for us is to find companies that will facilitate
that middle-class life. This is an ongoing trend, likely to
continue for the next 30 years. According to the Organization for Economic Co-operation and Development’s
estimations, by 2060, Asia will account for two-thirds of
middle-class spending in the world.
Companies that should gain from that spending include
businesses in industries as varied as retail, consumer
staples and goods, consumer discretionaries, autos, media,
leisure, entertainment, tourism, insurance and wealth
management. Consumer and auto loan businesses of
banks as well as healthcare are also expected to benefit—
whether it is a high-street establishment or a more sophisticated business, such as a healthcare equipment manufacturer, a private hospital or a drugs company.

Important Information
For Institutional/Professional Investors Only
Matthews International Capital Management, LLC (“Matthews Asia”) is the Investment Manager to Matthews Asia Funds.

†

Investment team members in this report include employees of Matthews Asia and its subsidiaries.
The Fund is a sub-fund of Matthews Asia Funds SICAV, an umbrella fund, with segregated liability between sub-funds, established as an open-ended investment
company with variable capital and incorporated with limited liability under the laws of Luxembourg.
Investment involves risk. Past performance is no guarantee of future results. The value of an investment in the Fund can go down as well as up. This document is not
a Prospectus/Offering Document and does not constitute an offer to the public. No public offering or advertising of investment services or securities is intended to
have taken effect through the provision of these materials. This is not intended for distribution or use in any jurisdiction in which such distribution, publication, issue
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to risks, such as social and political instability, market illiquidity, exchange-rate fluctuations, a high level of volatility and limited regulation. The current prospectus,
Key Investor Information Document or other offering documents (“Offering Documents”) contain this and other information and can be obtained by visiting global.
matthewsasia.com. Please read the Offering Documents carefully before investing as they explain the risks associated with investing in international and emerging
markets. It is the responsibility of any persons wishing to subscribe for shares to inform themselves of and to observe all applicable laws and regulations of any relevant
jurisdictions. Prospective investors should inform themselves as to the legal requirements and tax consequences within the countries of their citizenship, residence,
domicile and place of business with respect to the acquisition, holding or disposal of shares, and any foreign exchange restrictions that may be relevant thereto.
An investment in the Matthews Asia Funds is not available in all jurisdictions. The Fund’s shares may not be sold to citizens or residents of the United States or in any
other state, country or jurisdiction where it would be unlawful to offer, solicit an offer for, or sell the shares. No securities commission or regulatory authority has in
any way passed upon the merits of an investment in the Fund or the accuracy or adequacy of this information or the material contained herein or otherwise.
Matthews Asia is a U.S.-based investment adviser registered with the U.S. Securities and Exchange Commission who has not represented and will not represent that it
is otherwise registered with any other regulator or regulatory body.
The information contained herein has been derived from sources believed to be reliable and accurate at the time of compilation, but no representation or warranty
(express or implied) is made as to the accuracy or completeness of any of this information. Matthews Asia and its affiliates do not accept any liability for losses either
direct or consequential caused by the use of this information. Information contained herein is sourced from Matthews Asia unless otherwise stated. The views and
information discussed herein are as of the date of publication, are subject to change and may not reflect current views. The views expressed represent an assessment
of market conditions at a specific point in time, are opinions only and should not be relied upon as investment advice regarding a particular investment or markets in
general. Such information does not constitute a recommendation to buy or sell specific securities or investment vehicles.
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