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OVERVIEW
The Wasatch Greater China Fund—Investor Class fell -22.03% during
the second quarter but slightly outperformed the benchmark MSCI
China Index, which ended the period down -22.50%.
Chinese equities suffered steep losses in the quarter due to concerns
including Covid-19 restrictions, a struggling property market and data
points suggesting the economy remained mired in a slowdown. We
address some of these issues in our Outlook.
While Chinese equities were down broadly, the Fund did not fall as
far as its benchmark. Our overweight position in the consumer-staples
sector contributed to the Fund’s performance relative to the Index, and
our holdings in the consumer-discretionary sector outperformed their
benchmark counterparts.
Our overweight position in the information-technology (IT) sector,
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which was the worst-performing sector in the Index, detracted from
relative results. Within the sector, the Fund had exposure to several
companies tied to the semiconductor supply chain, and those stocks
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data quoted. For the most recent month-end performance data, visit wasatchglobal.com. Investment returns and principal value
will fluctuate and shares, when redeemed, may be worth more or less than their original cost. The Advisor may absorb certain
expenses, without which total returns would have been lower. Wasatch Funds will deduct a 2% redemption fee on Fund shares
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traded down broadly due to investor concern about

medicines and provides value-added services to

dampened demand during a global economic

other pharmaceutical companies. The stock was

slowdown.

down after President Biden announced an
executive order for the U.S. to bolster its domestic

DETAILS OF THE QUARTER
Ongoing concerns about an excess supply of

bio-manufacturing. While this could be a headwind
for Wuxi, which generates significant revenue from

semiconductor chips impacted many Asian

pharmaceutical companies outside of China, we

technology stocks. Among these were Silergy Corp.

continue to like the company’s role as an important

and Sino Wealth Electronic Ltd.—two of the Fund’s

player in the complex process of researching,

greatest detractors from performance in the

developing and manufacturing biologic treatments.

quarter. While semiconductor demand could soften

(Current and future holdings are subject to risk.)

as the global economy slows, we’ve maintained our
positions while other investors might try to time
the semiconductor cycle. Instead, we see long-term

OUTLOOK
Between Covid restrictions, a struggling

reasons for owning both companies through the

property market, a slowing economy and

cycle.

underwhelming efforts by the government to

Silergy manufactures high-performance mixedsignal and analog integrated-circuit chips used in a
wide array of electronic devices. Over the long
term, we continue to believe the company’s
business model—which is based on analog design

stimulate it, there are a lot of negative issues
surrounding Chinese equities. And admittedly, the
outcome of each of these issues is impossible to
predict.
An optimistic scenario is that China loosens

engineering—is difficult to replicate and is likely to

Covid restrictions after the national party

provide Silergy with significant headroom for

conference in October. The government recently

growth.

eliminated a hotel quarantine policy for visitors

Specific to Sino Wealth, we like its focus on
manufacturing micro controller units (MCUs).
MCUs are essential to the functionality of the end
products they go into, which makes demand for
MCUs quite sticky once they become part of a
company’s design plan. Further, with a fully

entering Hong Kong, and many believe it is a test
case before easing restrictions more broadly. Once
restrictions ease, we believe the government may
launch more stimulus efforts to encourage
economic growth.
Regarding the property market, it’s likely that

domestic supply chain in China, Sino Wealth can

more private developers may fail. But we’d expect

manufacture MCUs at a lower cost than many

state-owned enterprises to step in and complete

global competitors.

construction of any homes that consumers have

In addition to company-specific reasons for
owning Silergy and Sino Wealth, we believe both
companies will benefit as China seeks to build out a
domestic semiconductor supply chain, which the
government has outlined as a key priority.
Wuxi Biologics Cayman, Inc. was one of the

already paid for, as the government is cognizant of
the unrest that could occur otherwise. While this
would stem some of the economic fallout from the
property industry, other impacts from a slowdown
in the housing market are unpredictable.
Fortunately, while real-estate volumes have
collapsed, housing prices have only experienced

Fund’s largest detractors outside the IT sector. A

modest declines thus far, which suggests the

pharmaceutical firm, Wuxi helps create biological

market is at least stable.
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For our part, we’re not making investment

market. Its economy contributes significantly to

decisions based on a macroeconomic call of what

global economic growth and innovation. Chinese

may, or may not, happen in China. We have

equities are also relatively uncorrelated to

company-specific, long-term reasons for holding

developed- and emerging-market equities,

the stocks in the Fund, and those views go beyond

providing potential diversification benefits for

Covid lockdowns or an economic slump. The latest

investors. Finally, China’s equity market remains

round of earnings reports from our companies

inefficient, giving active investors like Wasatch

suggests that our investment theses are still

considerable opportunity to add value for

playing out as we would expect, even if Chinese

shareholders. In the coming quarters, we’ll remain

equities are currently experiencing a downturn.

committed to our quest to find the best long-term

Going forward, we believe China’s equity
markets could remain volatile until investors see
signs that some of the macroeconomic pressures
within the country are beginning to ease. Once
that happens, we wouldn’t be surprised to see
Chinese stocks rebound relatively sharply.
Despite the volatility, we believe there’s still a
strong case for investing in China over the long

growth opportunities this large, inefficient market
has to offer.
Thank you for the opportunity to manage your
assets.
Sincerely,
Dan Chace, Allison He, Pedro Huerta, Kai Pan and
Kevin Unger

term. China is the world’s second-largest equity
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AVERAGE ANNUAL TOTAL RETURNS
FOR PERIODS ENDED SEPTEMBER 30, 2022

Quarter*

1 Year

3 Years

5 Years

Since
Inception**

Greater China Fund—Investor

-22.03%

-39.17%

N/A

N/A

-24.46%

Greater China Fund—Institutional

-21.99%

-39.31%

N/A

N/A

-24.60%

MSCI China Index†

-22.50%

-35.40%

N/A

N/A

-27.61%

*Returns less than one year are not annualized.
**The Wasatch Greater China Fund’s inception date
was November 30, 2020.
Data show past performance, which is not indicative
of future performance. Current performance may be
lower or higher than the data quoted. To obtain the
most recent month-end performance data available,
please visit wasatchglobal.com. The Advisor may
absorb certain Fund expenses, without which total
returns would have been lower. Investment returns
and principal value will fluctuate and shares, when
redeemed, may be worth more or less than their
original cost. Total Expense Ratio: Investor Class—
Gross: 3.76%, Net: 1.51% / Institutional Class—
Gross: 3.09%, Net: 1.26%
Total Annual Fund Operating Expenses include
operating expenses, including the management fee,
before any expense reimbursements by the Advisor.
The Advisor has contractually agreed to limit
certain expenses to 1.50% for the Investor Class
and 1.25% for the Institutional Class through at
least 1/31/2023. See the prospectus for additional
information regarding Fund expenses.
Wasatch Funds will deduct a 2.00% redemption fee
on Fund shares held 60 days or less. Performance
data does not reflect the deduction of fees or taxes,
which if reflected, would reduce the performance
quoted. For more complete information including
charges, risks and expenses, read the prospectus
carefully.
Investing in small cap funds will be more volatile
and loss of principal could be greater than
investing in large cap or more diversified funds.
Investing in foreign securities, especially in
emerging markets, entails special risks, such as
unstable currencies, highly volatile securities
markets and political and social instability, which
are described in more detail in the prospectus.

China region that could affect the value of your
investment in the Fund, including government
control over currencies, economic conditions,
industries and specific issuers, as well as continued
strained international relations, uncertainty
regarding taxes, and limits on credible corporate
governance and accounting standards. Because of
its exposure to greater China, including mainland
China and China’s special administrative regions,
such as Hong Kong, the Fund is subject to greater
risk of loss as a result of volatile securities markets,
adverse exchange rates and social, political, military,
regulatory, economic or environmental
developments, or natural disasters that may occur
in the China region. The imposition of tariffs or
other trade barriers by the U.S. or foreign
governments on exports from China may also have
an adverse impact on Chinese issuers. The Fund may
invest in the securities of Chinese issuers through
the China Stock Connect program. Trading through
the Stock Connect Programs is currently subject to
a daily quota, which limits the maximum net
purchases by all purchasers using the Stock Connect
Programs each day. While the daily quotas are
relatively large, there is the possibility that the
quotas could be reduced or exceeded, meaning buy
orders for China A-shares would be rejected,
affecting the Fund’s ability to efficiently execute on
its investment strategy.
An investor should consider investment objectives,
risks, charges and expenses carefully before
investing. To obtain a prospectus, containing this
and other information, visit wasatchglobal.com or
call 800.551.1700. Please read the prospectus
carefully before investing.
Being non-diversified, the Fund can invest a larger
portion of its assets in the stocks of a limited
number of companies than a diversified fund. Nondiversification increases the risk of loss to the Fund
if the values of these securities decline.

The Fund is subject to risks associated with
investments in China and countries in the greater
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†The MSCI China Index captures large- and mid-cap representation
across China A shares, H shares, B shares, Red chips, P chips and
foreign listings (e.g. ADRs). The index covers about 85% of this
China equity universe. Currently, the index includes large-cap A
shares and mid-cap A shares represented at 20% of their free float
adjusted market capitalization. Indexes are unmanaged. Investors
cannot invest directly in this or any index.
Source: MSCI. The MSCI information may only be used for your
internal use, may not be reproduced or redisseminated in any form
and may not be used as a basis for or a component of any financial
instruments or products or indexes. None of the MSCI information
is intended to constitute investment advice or a recommendation
to make (or refrain from making) any kind of investment decision
and may not be relied on as such. Historical data and analysis
should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The MSCI information
is provided on an “as is” basis and the user of this information
assumes the entire risk of any use made of this information. MSCI,
each of its affiliates and each other person involved in or related to

compiling, computing or creating any MSCI information
(collectively, the “MSCI Parties”) expressly disclaims all warranties
(including, without limitation, any warranties or originality,
accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect
to this information. Without limiting any of the foregoing, in no
event shall any MSCI Party have any liability for any direct, indirect,
special, incidental, punitive, consequential (including, without
limitation, lost profits) or any other damages. (www.msci.com)
CFA® is a trademark owned by the CFA Institute.
The Wasatch Greater China Fund’s investment objective is longterm growth of capital.
Correlation, in the financial world, is a statistical measure of how
asset classes, securities, markets, or countries move in relation to
each other.
Diversification does not eliminate the risk of experiencing
investment losses.

GREATER CHINA FUND — TOP 10 HOLDINGS
AS OF JUNE 30, 2022

Percent of
Net Assets

Security Name

Chailease Holding Co. Ltd.

7.2%

Sino Wealth Electronic Ltd., Class A

5.2%

Silergy Corp.

5.0%

Proya Cosmetics Co. Ltd., Class A

4.9%

Wuxi Biologics Cayman, Inc.

4.4%

AIA Group Ltd.

4.3%

Chongqing Fuling Zhacai Group Co. Ltd., Class A

4.2%

SG Micro Corp., Class A

4.2%

Hangzhou Tigermed Consulting Co. Ltd., Class A

4.1%

Shenzhen Mindray Bio-Medical Electronics Co. Ltd., Class A

4.1%
Total

47.6%

Portfolio holdings are subject to change at any time. References to specific securities should not be construed as
recommendations by the Fund or its Advisor. Current and future holdings are subject to risk.
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