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Matthews Asia Funds (the “Funds”) are committed to investor protection. As part of that commit-
ment, the Funds have adopted swing pricing for sub-funds under the Matthews Asia Funds umbrella 
(the “Sub-Funds”) in order to provide reasonable protection to existing investors from dilution 
arising from transaction costs incurred in the purchase and sale of securities resulting when 
shareholders trade into or out of a Sub-Fund.

The Rationale for Swing Pricing

A fund’s trading activity—the buying and selling of 
securities—involves costs. These costs include the bid-offer 
spread (buying securities at a higher offer-price and selling 
at the lower bid-price); explicit transaction costs such as 
brokerage fees, commissions and taxes; and the market 
impact of the transaction. If not mitigated, these costs 
can negatively impact existing shareholders by causing a 
reduction in the value of the NAV. This negative impact is 
known as “dilution.” 

The purpose of swing pricing is to protect the interests of 
existing shareholder against dilution by transferring the 
impact to those shareholders transacting in the fund. This 
is accomplished by adjusting or “swinging” the price at 
which a fund is priced, its NAV, upward in the case of net 
inflows and downward in the case of net redemptions. In 
this way some or all of the transaction costs for that day are 
attributed to the investors who have caused the impact by 
transacting on that day, thus lessening or eliminating the 
impact of dilution of existing shareholders.1 

Full and Partial Swing Pricing

There are two distinct forms of swing pricing. The first is 
the “full” swing method. Under the full swing method, a 
fund’s NAV will adjust up or down every NAV calculation 
day (except when the net flows are zero). If the fund enjoys 
net inflows on a particular day, the NAV will swing upward, 
whereas if the fund suffers net outflows, the NAV will swing 
downward—irrespective of the amount of net inflows or net 
outflows, respectively. 

The second form of swing pricing is the “partial” swing 
method. Under this method, the NAV will not be adjusted 
unless net inflows or outflows exceed a predetermined 
threshold—the “swing threshold.” Since the threshold 
applies to aggregate flows into or out of a fund on a given 
dealing day, a transacting shareholder will not know in 
advance whether the price will be swung that day or, if 
swung, the direction of the swing. According to a survey by 
the Association of the Luxembourg Fund Industry or ALFI,1 
the overwhelming majority of respondents who applied 
swing pricing used the partial swing method. The primary 
reason given was the desire to prevent the NAV volatility 

created by the full swing method. Another commonly 
stated reason was to target only flows of such a size that the 
dilution would be material. 

Swing Factors

Whereas the swing threshold is the predetermined point at 
which swing pricing will be applied, the swing factor is the 
predetermined amount by which the NAV will be adjusted. 
The swing factor is generally set based on the estimated 
impact of some or all of the following components: bid-offer 
spread; explicit transaction costs; and market impact. A fund 
can have a single swing threshold or multiple thresholds. 
A single threshold will be paired with a single swing factor, 
while a fund with multiple thresholds will apply a different 
swing factors as each threshold is crossed. The following 
examples of single and multiple thresholds illustrate how 
these approaches work. The swing factors in the illustration 
are examples only and not necessarily indicative of the 
swing factors that might be applied by any particular funds.

1  Alfi Swing Pricing Update 2015, p. 9.
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The Funds’ Governance over Swing Pricing

The Board of Directors of the Funds (the “Board”) sets the 
swing thresholds and swing factors for each of the Sub-Funds. 
While the Board will receive input from the Fund’s invest-
ment manager, Matthews International Capital Management, 
LLC (“Matthews”), the Board retains ultimate authority and 
responsibility over the process. The Board generally reviews 
the swing pricing process and the ongoing appropriateness 
of the swing thresholds and swing factors at each quarterly 
meeting of the Board. However, the Board may review the 
process, including the swing thresholds and swing factors, 
more or less frequently, as appropriate and may change the 
process or adjust the swing thresholds and swing factors at 
any time without notice to investors.

The Funds’ Implementation of Swing Pricing

The Funds, like the overwhelming majority of respondents to 
the 2015 ALFI survey, have adopted partial swing pricing. 
The primary rationale for selecting the partial swing method 
is that small inflows or outflows may require little or no 
trading activity and the dilution impact is expected to be 
minimal, not reaching the level that would justify incurring 
the NAV volatility that would be created by the full swing 
method. However, the greater the volume of inflows or 
outflows, the greater the likely dilution effect and the need 
for protection. Accordingly, rather than setting a single swing 
threshold with a single swing factor for each Sub-Fund, the 
Funds have chosen to deploy a more refined approach, with 
multiple thresholds and multiple factors. The thresholds and 
factors may vary Sub-Fund to Sub-Fund. 

The Board may choose to forego or suspend application of 
swing pricing when the Board determines it to be in the best 
interest of investors of a Sub-Fund, such as when a Sub-Fund 
is small and the application of swing pricing could be an 
impediment to the Sub-Fund reaching appropriate scale.

The following table is provided to illustrate multiple 
thresh-old partial swing pricing. The numbers used for 
swing thresholds and swing factors are examples for 
illustrative purposes only and may not necessarily be 
indicative of the swing thresholds and swing factors 
implemented for any particular Sub-Fund. 

Examples of Multiple Thresholds

Fund Name
Lower 

Threshold
Upper

Threshold
Swing Factor 

in bps

Fixed Income 
Fund

3% 5% 15

5% 10% 20

10+% — 25

Equity Fund

3% 5% 25

5% 10% 30

10+% — 35

Disclosure

In addition to the required disclosure included in the pro-
spectus, in the interest of providing further transparency, the 
Funds will provide investors, upon request, the range of the 
thresholds and swing factors that may be implemented across 
the Sub-Fund lineup or categories of Sub-Funds (e.g., fixed 
income, equity), but will not, however, match specific swing 
factors to specific thresholds.  

Upon request, the Funds will also provide investors the 
impact of swing pricing on a day in which that investor has 
transacted, with an appropriate lag before such information 
is provided. Investors should be aware that the Board may 
change the swing thresholds and swing factors at any time 
without notice to investors, so the information provided may 
not be indicative of the impact that swing pricing may have 
on future transactions in the shares of the Sub-Fund. 
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