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For the first quarter of the year, the Fund returned -6.72%, while its benchmark, the S&P Bombay Stock Exchange 100
Index, returned -1.10% over the same period.

Market Environment:
India is enduring an acceleration of headwinds most notably related to rising global inflation and the U.S. Federal
Reserve’s monetary tightening in response to it. So far India’s central bank has maintained its accommodative policy
but we anticipate that will have to change. With China’s COVID lockdowns continuing to impact supply chains,
inflation for now seems to be on the front foot. More directly for a major energy importer like India, the surge in oil
prices resulting from Russia’s invasion of Ukraine, is a material negative. Higher energy prices feed into higher
inflation which in turn creates a drag on consumption and growth.
While the environment is challenging, India has two positives in its favor. One is the recovery in its banking sector,
which is now well capitalized to deal with any adverse credit issues. The other is the fast growth of high-value items
like engineering goods within India’s exports. This is helping India to diversify away from services and commodities
exports and counter current account-deficit pressures from the high oil-price environment.

Performance Contributors and Detractors:
The portfolio’s lack of exposure to utilities and underweight in energy and materials sectors were among the biggest
detractors to relative performance. We have historically not focused on these sectors given our growth-orientated
strategy and all three areas benefited from the upswing in commodity prices.
Our allocation and stock selection within health care also detracted from performance. More specifically, Neuland
Laboratories Limited, a small-cap active pharmaceutical ingredient (API) manufacturer, declined the most, leading to
a drag experienced in the sector. The company’s customers are generally small biotech firms. Neuland’s clients
destocked inventory last year, leading to slower- than- expected growth for the company. Further, high inflation in
certain chemicals has meant pressure on gross margins for Neuland. We expect both of these headwinds to be
transitory and still view Neuland as a fundamentally sound business.
On the other hand, the financials sector contributed the most to the portfolio’s relative performance and our stock
selection within financials partly offset the negative attribution from other sectors. Consumer discretionary was also
a significant contributor, helped by our stock selection. Among individual holdings, Shankara Building Products and
Lemon Tree Hotels were among the top performers, aided by recovering consumer demand. In financials, Bandhan
Bank delivered strong gains.

Notable Portfolio Changes:
During the quarter, we reduced our holdings in information technology. Companies in the IT sector were generally
insulated from supply chain challenges faced by other sectors. Revenue growth has been robust in the sector amid
mass adoption of digital services and valuations have substantially moved past long- term averages, particularly
among mid- caps. We believe accelerated monetary policy tightening is going to have a negative impact on
technology spend globally and this in turn makes risk-reward less enticing in IT. Positions we closed in the quarter
included Mindtree Ltd., an IT and consulting company, and IndiaMART InterMESH Ltd., an e-commerce platform.
After spending the past couple of years replenishing provisions to withstand credit quality issues emanating from
COVID- related disruption to businesses and retail borrowers, we think the underlying profitability of the financial

services sector is set to emerge. Given current valuations, we think risk- reward is highly favorable in the sector.
Consequently, we added to our holdings in Bandhan Bank and Axis Bank. We also initiated a new position in
Cholamandalam Investment and . Cholamandalam is part of Murugappa Group which has a reputation for strong
corporate governance. Earlier this year, the Group disclosed a strategy to diversify Cholamandalam’s lending
business into newer verticals and Cholamandalam also announced it was acquiring a payments player. Both of
these strategic initiatives position the firm well for sustained growth in coming years.

Outlook:
Higher oil prices will mean inflation is going to edge up in India and this could lead to a worse than anticipated
current account shortfall. Historically, such an environment has led to heightened rupee volatility. We don’t expect
that to happen this time as India has adequate foreign reserves to meet external payments and inflation is more of a
global issue compared to being more India specific in the past. However, the Reserve Bank of India is behind the
monetary policy-normalization policies of other major emerging markets, including Brazil and Mexico, and we expect
the central bank to begin to tighten. As a result, we think cost of capital in India is going to move higher in the
coming 12 months which doesn’t bode well for equity valuations.
Amid macro headwinds, we remain confident in the opportunities that exist among Indian corporates. We think
capital goods and the industrials sector will see a significant uptick in activity in the coming 12 months, driven by a
recovery in government infrastructure spending and private capital expenditure. We also see an improving outlook
for manufactured exports from India.

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

Matthews India Fund (USD)

10.35% 86.27% -35.65% -0.99%

12.18% 30/06/2011

S&P Bombay Stock Exchange 100 Index (USD)

16.28% 78.72% -31.53% 7.00%

11.64%

Matthews India Fund (GBP)

15.77% 67.12% -31.83% 6.49%

-0.49%

S&P Bombay Stock Exchange 100 Index (GBP)

22.14% 60.56% -28.25% 16.20% -0.74%

30/06/2011

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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