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For the quarter ending 31 March 2022, the Matthews Asia Total Return Bond Fund returned -7.18% (I Acc) and
-7.32% (I Dist), while its benchmark, the 50% Markit iBoxx Asian Local Bond/ 50% J.P. Morgan Asia Credit Index
returned -4.45%.

Market Environment:
Market sentiment deteriorated significantly in the first quarter of the year with the average spread for high yield 124
basis points (1.24%) wider on the quarter, driven mostly by changes in China high yield real estate. On interest rate
and currency, the key themes for the first quarter were inflation and expectations of U.S. rate hikes. Inflation
expectations were further exacerbated by the unexpected conflict between Russia and Ukraine which further pushed
up energy prices. The latest inflation developments have caused the U.S. Federal Reserve to quicken its path of rate
hikes. Higher U.S. interest rates also provided strength to the U.S. dollar, which appreciated against most Asian
currencies in the first quarter. Expectations of higher U.S. interest rates and higher domestic inflation in most of
Asian countries has also meant higher local interest rates.
The deterioration in China high yield real estate sector is mainly driven by continued defaults of weaker players in the
sector and the lack of substantial improvement in contracted sales. While we have seen macro policies on real
estate to continue to ease, the recovery is hampered by sporadic COVID-19 outbreaks in key cities such as Shenzhen
and Shanghai. Sentiment deteriorated further until China’s Financial Stability and Development Committee made a
public announcement reassuring the market that further policies will be implemented to stabilize the sector. Market
sentiment has seen a partial recovery on the announcement while cautiously waiting for further specific policy
implementation.

Performance Contributors and Detractors:
The Fund’s Chinese corporate bonds, including Logan Group, KWG Group and Times China underperformed the
benchmark due to an overweight in China real estate and selection effect. All three are China real estate developers
impacted by the overall China real estate tight funding conditions. On the other hand, by currency, South Korea,
Philippines and Indonesia outperformed on the back of both selection and underweight relative to the benchmark.
Within the corporate bond portion of the portfolio, Baozun, iQiyi and HSBC Bank were among the top contributors.
Baozun is a Chinese e-commerce solution provider and iQiyi is a Chinese video platform. Baozun bonds are puttable
in May, and because the company has sufficient cash and liquidity to repurchase the bonds, they’ve accreted
towards par. iQIYI announced a US $285 million fundraising from a consortium of investors, demonstrating
shareholder support and access to liquidity. We added HSBC Bank’s bonds in the quarter and they were a small
contributor to performance.

Notable Portfolio Changes:
During the quarter, we exited positions that reached our price targets or had asymmetric risks to the downside. For
example, we exited China pharmaceutical positions such as Hansoh Pharmaceutical and Pharmaron Beijing as
regulatory risks no longer justify the risks associated with these positions. We also adjusted the portfolio’s currency
exposure be more overweight U.S. dollar and underweight Asia local currencies. We believe the recent uncertainties
around inflation and geopolitical risk will continue to support a strong U.S. dollar view. Lastly, we added five bond
positions outside of China: Australian accounting software company Xero Investments, Thai commercial bank
Bangkok Bank, Thai state-owned bank Krung Thai Bank, India-based HDFC Bank and UK multinational bank HSBC
Holdings.

Outlook:
The unexpected conflict between Russia and Ukraine, higher prices across energy, soft and hard commodities have
put further pressure on inflation. The U.S. Federal Reserve will likely err on the side of faster rate hikes and interest
rates in the U.S. will be under further pressure to rise in the medium term. We believe higher U.S. rates will put
pressure on Asian central banks to raise interest rates or face more currency depreciation pressures. We do not
believe the next few quarters to be favorable to Asian local rates or currencies and have taken steps to reduce the
portfolio’s local rates and currency exposures.
With China policy turning definitively more positive at a faster pace, we are seeing the turning point in China’s policy
cycle. With the country’s policy cycles leading economic cycles, we expect the current environment to provide good
opportunities to add risk. However, the full effectiveness of easing policies are being muted by China’s dynamic zeroCOVID policy, which has led to periodic lockdowns of major urban areas. Recent COVID outbreaks in key cities such
as Shenzhen and Shanghai have put China’s annual growth target of 5.5% at risk. To reach this growth target, we
expect more proactive fiscal and monetary policy to emerge in the second quarter in support of growth. That said,
we expect the weak market sentiment to continue and anticipate higher- than- usual short- term price volatility in
markets.
The biggest risks in our portfolio remain the China property companies. With China property bonds across subinvestment grade trading at distressed levels, the market is already pricing in high probabilities of restructuring.
While the offshore U.S. dollar- denominated market continues to be shut to most sub- investment grade property
developers, there are signs that Chinese banks might be stepping in to provide liquidity. For example, Country Garden
—a property development company based in Guangdong—was able to secure a facility of 40 billion renminbi (~US$
6 billion) from the Agricultural Bank of China as part of a strategic partnership. We are optimistic that more Chinese
banks will see the opportunity to step in to be lenders of last resort to bridge the financing gap for the sector.

Rolling 12 Month Returns For the period ended 31/03/2022 - I (Acc)
Name

2022

2021

Matthews Asia Total Return Bond Fund (USD)

-8.14% 17.11% -6.73% -1.02% 9.03% 29/08/2014

50% Markit iBoxx Asian Local Bond Index, 50% J.P. -4.33% 8.79%
Morgan Asia Credit Index (USD)

2020

2.05%

2019

3.57%

2018

Inception
Date

4.48%

Sources: Brown Brothers Harriman (Luxembourg) S.C.A, Matthews Asia, FactSet Research Systems, Bloomberg

Performance figures discussed in the Fund Manager Commentary above reflect that of the Institutional
Accumulation Class Shares and has been calculated in USD. Performance details provided for the Fund are based
on a NAV-to-NAV basis, with any dividends reinvested, and are net of management fees and other expenses. Past
performance information is not indicative of future performance. Investors may not get back the full amount
invested.
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 opinions in
this commentary were as of the report date, subject to change and may not reflect the writer’s current views. They
are not guarantees of performance or investment results and should not be taken as investment advice. Investment
decisions reflect a variety of factors, and the managers reserve the right to change their views about individual
stocks, sectors, and the markets at any time. As a result, the views expressed should not be relied upon as a
forecast of the Fund’s future investment intent. It should not be assumed that any investment will be profitable or
will equal the performance of any securities or any sectors mentioned herein. The information does not constitute a
recommendation to buy or sell any securities mentioned.

Investors should not invest in the Fund solely based on the information in this material alone. Please refer to the
Prospectus for further details of the risk factors.
An investment in Matthews Asia Funds may be subject to risks, such as social and political instability, market
illiquidity, exchange- rate fluctuations, a high level of volatility and limited regulation. Additionally, investing in
emerging and frontier securities involves greater risks than investing in securities of developed markets, as issuers
in these countries generally disclose less financial and other information publicly or restrict access to certain
information from review by non-domestic authorities. Emerging and frontier markets tend to have less stringent and
less uniform accounting, auditing and financial reporting standards, limited regulatory or governmental oversight,
and limited investor protection or rights to take action against issuers, resulting in potential material risks to
investors. Pandemics and other public health emergencies can result in market volatility and disruption.
Matthews Asia is the brand for Matthews International Capital Management, LLC and its direct and indirect
subsidiaries.
This website is owned and operated by Matthews International Capital Management, LLC, Matthews Global
Investors (Hong Kong) Limited, Matthews Global Investors, LLC and Matthews Global Investors S.àr.l. Your use of
this website confirms that you have read and agree to the Terms and Conditions of Use of this website.
The information on this website is for informational purposes only and does not constitute an offer to sell or a
solicitation of an offer to buy any security that may be referenced on or through this website. Unless otherwise
specified, it is not intended to be directed to any person(s) in particular. Information from this website must not be
used in any jurisdiction where prohibited by law and must not be used in a way that would be contrary to local law or
legislation. No investment advice, tax advice, or legal advice is provided through this website, and you agree that this
website will not be used by you for these purposes. No representation is given that shares, products, or services
identified on, or accessible through, this website are suitable for any particular investor. An investment in the
Matthews Asia Funds is not available to investors in all jurisdictions; it is not available to U.S. Persons.
Investors should ascertain from their professional advisers the consequences of investing in the Fund under the
relevant laws of the jurisdictions to which they are subject, including the tax consequences and any exchange
control requirement. Investors should carefully consider the investment objectives, risks, charges and expenses of
the Fund before making an investment decision. The current prospectus , Key Investor Information Document or
other offering documents ("Offering Documents") contain this and other information. Applications for shares may
only be made on the Fund’s most recent Offering Documents which are available from Matthews International
Capital Management, LLC. Please read the Offering Documents carefully before investing.
In Singapore, this website is available to, and intended for Institutional Investors under Section 304 of the Securities
and Futures Act. It should not be circulated or distributed to the retail public in Singapore.
In the UK, this website is only made available to professional clients and eligible counterparties as defined by the
Financial Conduct Authority (“FCA”). Under no circumstances should this document be forwarded to anyone in the
UK who is not a professional client or eligible counterparty as defined by the FCA. Issued in the UK by Matthews
Global Investors (UK) Limited (“Matthews Asia (UK)”), which is authorised and regulated by the FCA, FRN 667893.
If you are a resident of any other country, please go to matthewsasia.com
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