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LWM FUND SPOTLIGHT 
MATTHEWS CHINA SMALL COMPANIES FUND 

 

INVESTMENT OBJECTIVE  

The Fund’s investment objective is to achieve long-term capital appreciation. Under normal 
market conditions, the Fund seeks to achieve its investment objective by investing, directly or 
indirectly, primarily (i.e., at least 65% of its total net assets) in equities of small companies 
Located in or with Substantial Ties to China (as defined hereafter). On an ancillary basis, the Fund 
may invest in other permitted assets on a worldwide basis. 

 

INCEPTION DATE 29th February 2012  

FUND FACTSHEET https://www.trustnet.com/factsheets/O/0yfi/
matthews-china-small-companies/  

 

MANAGEMENT  

Manager Name Start Date 

Andrew Mattock   31st August 2020 

Winnie Chwang 31st August 2020  

 
RATIO DATA (3-years)  
 

Alpha Beta Max 
Drawdown 

Max Gain Max Loss Negative 
Periods 

Positive 
Periods 

Tracking 
Error 

0.25 0.96 -43.35 17.82 -19.72 83 72 10.39 

 
OTHER DATA 
 

Benchmark MSCI China Small Cap Index 

Fund Size US 274.2 million 

Fees 1.25% (I Share Class)  

 

BULL POINTS (PRO) BEAR POINTS (CONS)  

• Specialists in Asia and China.  

• Small cap opens different 
opportunities. 

• Investing in structural growth 
sectors. 

• Focus on domestic growth.  
 

• Recent performance has been poor. 

• China is out of favour and unloved. 
 

 
 
 
 
 
 

https://www.trustnet.com/factsheets/O/0yfi/matthews-china-small-companies/
https://www.trustnet.com/factsheets/O/0yfi/matthews-china-small-companies/
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FUND PERFORMANCE   
 

 
 
Please note that past performance is not a reliable indicator of future returns, and the value 
of your investments can fall as well as rise. The total return reflects performance without sales 
charges or the effects of taxation but is adjusted to reflect all on-going fund expenses and 
assumes reinvestment of dividends and capital gains. If adjusted for sales charges and the 
effects of taxation, the performance quoted would be reduced. 
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Volatility  
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LWM FUND ANALYSIS 
 

Below are some headlines about China, which places in context the challenges facing those 
investing here. There was a great deal of optimism as China came out of COVID restrictions 
at the start 0f the year, but that optimism has quickly faded as they struggle to restart the 
economy.  
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Despite the headlines, it is important to place this in context. Unlike many Western 
economies, which are now facing a downturn, China only came out of COVID restrictions 
this year. Most economies came out at least 12-months prior to China. So China was already 
playing catch-up with the world.  
 
The more important part is where people see China in the future.  The chart shows China’s 
share of Global GDP from 1980 and then forecasts to 2028. The second illustrates the size of 
China’s economy.  
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In the short term the headlines do not paint a pretty picture. This is overlayed with concerns 
over government interference, fear that China will invade Taiwan, and sanctions.  
 
The reality, as the chart shows below ,is that if China invades Taiwan it will not only destroy 
China but also the world economy, and it is highly unlikely that China would wish to do this.  
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This then leads to this strategy. For investors looking for long term opportunities and 
believing that this could come from China, this may be a strategy to consider. Matthews are 
specialists in Asia and China strategies. This fund was established in 2012 and the new team 
took over the fund in 2020.  
 
Small businesses are fundamental to China’s economy.  
 

 
The opportunity set is vast and this fund looks to invest in the top 1% of the Chinese Small 
Companies Index. This is a highly active fund and so very different to the index.  
 

 
This is a highly disciplined strategy and the chart below outlines the process.  
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They will trim holdings to take profits, to manage risk, or if there are changes to the growth 
outlook. Selling out will happen where valuations become too high, if the investment thesis 
changes and / or there are concerns with corporate governance.  
 
By the very nature of what they are looking at, evolving trends give rise to innovation in 
small companies.  
 

 
The fund looks to balance the different sectors and weight the risk accordingly.  
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The current split is shown below:  
 

 
 
The strategy is focused on domestic demand and as China recovers from COVID and looks to 
become more self-sufficient, this should benefit the strategy.  
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It is worth adding that the types of businesses they like are those with low levels of debt and 
currently 68% of the portfolio companies have net cash.  
 
Examples of holdings are shown below:  
 

 
 
In summary, China remains unloved and clearly from the headlines it is painted as a region 
to avoid. On the flipside, China is the second largest global economy and unlike many other 
economies reaches out across the globe. It is unlikely that China will invade Taiwan in the 
near term as that would destroy their economy and is something that would go against 
everything they have said. Equally if they did and the world-imposed sanctions, this would 
destroy the global economy. 
 
If investors can look beyond the headlines then China could offer an interesting return 
profile.  
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In terms of the fund, Matthews are specialists in this area and although the fund has 
struggled recently this is focused on the top 1% of companies. It is linked to structural 
changes within the economy and since launch has significantly outperformed the index.  
 

 
This reflects the focus on quality and the very best companies which is also demonstrated 
through the high active share class which makes this different to the index. The challenge is 
the recent performance, and when sentiment to China changes, whether the fund can 
benefit.  
 

 
The source of information in this note has been provided by Matthews and is correct as of 
August 2023. These are notes from meeting the fund manager or representative and should 
not be seen as a recommendation to purchase any fund mentioned. Any reference to shares 
is not a recommendation to buy or sell. Should you wish to make a decision based on these 
notes we cannot take responsibility for this, and you should carry out your own research 
before making a decision. We would also recommend that you receive advice before 
following up on any decision. 
 

 

LWM Consultants Ltd is authorised and regulated by the Financial Conduct Authority. FCA 
Number 728107. Registered in England & Wales under Company Number 07408315. 

Registered Office: The Garden Suite, 23 Westfield Park, Redland, Bristol, BS6 6LT 
 

 


