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For the first quarter of the year, the Fund returned -14.18%, while its benchmark, the MSCI Japan Index, returned
-6.45% over the same period.

Market Environment:
The first quarter saw two significant trends in Japanese equity markets. Japanese stocks performed better than
their international peers, excluding U.S. markets, despite the yen weakening to the lowest level since 2015. Ongoing
improvements in Japan corporates’ margin capabilities and reasonable valuation levels contributed to this
performance. At the same time, Japanese markets experienced a historic quarter for value style investing that was
induced by the sharp repricing of bond yields. The month of January saw the largest spread between growth
performance and value performance in 30 years.

Performance Contributors and Detractors:
Overall, the first three months of the year were not dissimilar to the first three months of 2021 as our focus on highquality growth struggled amid a surge in U.S. 10-year bond yields. From a sector perspective, allocations in the key
areas of information technology, health care and industrials were the largest detractors to the relative performance
of the portfolio. Industrials was notably impacted due to its inclusion of commodity price- sensitive trading
companies and cyclical- transport enterprises — businesses that have been challenged by surging fuel prices and
supply-chain disruption. On the other hand, our overweight and stock selection in consumer staples was the largest
contributor to relative performance.
From a market cap point of view, our overweight in small cap stocks—those under $3 billion—was also a detractor to
performance. Our underweight and stock selection in mega cap and overweight and stock selection in mid cap
stocks were also large detractors.
Turning to individual securities, technology conglomerate Sony Group Corp. was the largest detractor to Fund
performance. Soon after the stock approached near all-time high prices on the second trading day of 2022 it faced
profit- taking selling pressure even after reporting strong third- quarter results. Like Sony, Recruit Holdings Co., a
leading HR and media marketing- solution provider, was one of the portfolio’s top contributors last year. But in the
first quarter of 2022, Recruit was the second- largest detractor. Its HR Tech segment, comprising indeed.com and
Glassdoor, has reported record high margins with over 40% in topline growth and so it will face tough year-over-year
sales comparisons in the next fiscal year.
On the positive side, Seven & i Holdings Co., the operator of 7-Eleven stores in Japan and the U.S., was the largest
contributor to performance. We believe the company’s U.S. operation (7-Eleven Inc. and Speedway, the gas-station/
convenience-store chain) will continue to benefit from high fuel prices, as well as from the group’s ability to achieve
synergies and pass-through costs. Longer term, there’s also potential for improved corporate governance. Trading
giant Mitsubishi Corp. was another top contributor. The company continues to benefit from high commodity prices
and a weaker yen. Additionally, we think Mitsubishi will improve its focus on total shareholder return along with its
investments for renewable energy.

Notable Portfolio Changes:
One significant adjustment within our portfolio is the increase in defensive sectors such as consumer staples. While
we still see economic growth recovery as the world reopens from the pandemic, ongoing uncertainty over the war in
Ukraine, coupled with inflation risks and a rising interest- rate environment, warrant a more balanced approach

towards growth in our view.
In the first quarter, we initiated a position in NTT Data Corp., an IT service company that is benefiting from domestic
government demand for digital transformation projects and restructuring efforts bearing fruit in its overseas
business. We took advantage of recent market weakness which sent the shares down to lower valuation levels.
We also initiated a position in IHI Corp. We believe the heavy machinery company will benefit from an aircraft-parts
recovery as economic activity reopens. We also think the company’s liquified natural gas (LNG) boilers and nuclear
facility after-service businesses will gain from high energy prices.
In order to make positions for new names we exited Advantest Corp., Eisai Co., Ibiden Co., JMDC Inc., Kakaku.com
Inc., Mitsui High-tec Inc., Net Protections Holdings Inc., Nintendo Co., OBIC Business Consultants Co., Sansan Inc.
and Sysmex Corp.

Outlook:
2022, just like 2021, is off to a tough start for high-quality growth strategies. The velocity of the widening of growthvalue spreads has made it challenging to adapt our strategy quickly. But while extremely loose monetary policy from
all major central banks has come to an end and the Federal Reserve has officially started to tighten, we believe that
the long-value/short-growth trade has now fully unwound back to pre-pandemic levels. And during the first quarter,
growth companies continued to improve their margins and strengthen their cashflow generation abilities.
So, while we are taking a more balanced approach towards multiple stages of growth and valuation levels, we
believe the earnings capability of Japanese companies has improved meaningfully over the past economic cycle,
helped by productivity improvements, better corporate governance, innovation and a higher focus on capital
efficiency.
For many years, Japanese equities have not been considered a place to invest but rather a place to trade in and out
of. However, the dynamic has meaningfully changed since 2010 as Japanese corporates have been generating
improving levels of profits in each bottom of the cycle. 2020 showed another resiliency of Japanese corporate
profits. We believe Japanese equity market fundamentals have turned from pure value to cyclical growth. While
many global investors are skeptical of this change, we believe that is where the investment opportunity lies.

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

2022

Matthews Japan Fund (USD)

-11.08% 51.61% -6.89% -14.13% 30.05% 30/04/2015

MSCI Japan Index (USD)

-6.14%

40.18% -6.31% -7.50%

20.04%

Matthews Japan Fund (GBP)

-6.68%

35.92% -1.31% -7.76%

15.25% 30/04/2015

MSCI Japan Index (GBP)

-1.64%

25.98% -1.54% -0.42%

7.00%

Matthews Japan Fund (USD Hedged)

-2.34%

55.00% -7.90% -8.73%

N.A.

MSCI Japan Index 100% Hedged to USD (USD 3.11%
Hedged)

44.05% -6.58% -1.76%

N.A.

Matthews Japan Fund (EUR Hedged)

52.77% -9.63% -11.48% N.A.

-3.62%

MSCI Japan Index 100% Hedged to EUR (EUR 2.24%
Hedged)

2021

2020

2019

42.42% -9.35% -4.75%

2018

Inception
Date

03/04/2017

03/04/2017

N.A.

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.
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