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US Growth Expected to Bounce Back After a Tough 2020

Real GDP Trajectory
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Source: Bureau of Economic Analysis. As of 31 Dec 20
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Consumer Fundamentals Have Improved Since the COVID-19 Shock

USD (billions/yr)
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Corporate Earnings Much Better Than Initial Expectations
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Investment-Grade Credit Reaching New Milestones

Cycle of Local Tig

Index OAS (bps) 56 82 97 85 93 88
Index Yield (%) 7.11% 5.64% 2.97% 3.54% 2.711% 1.93%
Average Credit Quality A+/A AA- AJA- A-/BBB+ A-/BBB+ A-/BBB+

% BBB 28% 35% 43% 48% 50% 50%
Index Duration 6.2 6.3 7.0 7.6 8.0 8.5
Index Average Dollar Price (USD) 101.21 102.48 108.69 103.56 110.53 112.87
Median |G Gross Leverage 1.36x 1.60x 1.93x 2.30x 2.40x 2.40x*
T12M Excess Return Vol 0.40% 0.60% 2.20% 1.40% 3.20% 3.4%**

*Estimated YE2021 leverage returns to pre-COVID level
“*Shows T6M Volatility for current
Source: Morgan Stanley Research, Bloomberg, FTSE Fixed Income.

1 Bloomberg Barclays US Credit Index Yields
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Investment-Grade Credit: Historical Perspective

Percent
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Bloomberg Barclays US Credit Index OAS (bps)

IG Spreads Have Traded Below 100 bps for
Extended Periods in the Past
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Investmen

t-Grade Credit Has Dominated Retail Credit Flows

160 Cumulative Retail Flows by Asset Class

USD (billions)
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High-Yield Credit: “Carry Your Way to Greatness”
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High-Yield Credit: Improving Default Trends and Return Prospects
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High-Yield Credit: Spread as a Percentage of Overall Yield

3000% Bloomberg Barclays US High-Yield Index Option-Adjusted Spread as a Percent of 5-Year Treasury Yield
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Bank Loans: Strong Technicals Expected to Boost Demand

Rolling 3-Month Loan Flows as a Percent of Asset Class
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CLO Tranche New-Issue Spreads

US CLO 2.0/3.0 New-Issue Spreads
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Structured Credit: CMBS Has Lagged the Broad Recovery

Sector YTD YoY Since Peak
CMBS AAA 0.7% 4.9% 4.3%
CMBS BBB- 5.4%
IG Corp -2.4% 4.0% 3.5%
HY Corp 1.3% 7.2% 7.2%
US Treasuries -2.5% 3.0% 2.3%
US Long Maturity Ts 0.4% -1.4%
S&P 500 4.2%
Equity REITs 4.6%
Industrial 4.6%
Office 0.3%
Strips 19.3% -8.0% -9.9%
Malls  82%  167%  -19.8%
Apartments 10.5% -12.8% -14.3%
Manufactured Housing -0.4% -10.3% -12.4%
Single Family Rental 2.6% 1.2% 2.2%
Healthcare 3.7% -11.6% -13.5%
Storage 3.1% _
Triple Net 2.6% -8.9% -11.5%
Lodging 16.6% -5.8% -8.3%
Student Housing 1.3% -5.4% -7.1%
Data Center 7.2% 4.2%
Infrastructure 1.0% -3.3% -4.0%

Source: Thomson Reuters, SNL Financial, Morgan Stanley Research. As of 19 Feb 21
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Emerging Markets Offer Attractive Outright and Relative Spread Opportunities
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Relative Value: BBB CMBS Spreads Remain Wide Relative to HY

Comparative Spreads
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Relative Value: High-Yield vs. Bank Loans
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Relative Value: CLO Tranches, IG and Agency Mortgages

Discount Margin (bps)
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Questions & Answers
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Thank you.
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Risk Disclosure

© Western Asset Management Company, LLC 2021. This publication is the property of Western Asset and is intended for the sole use of its clients, consultants, and other intended
recipients. It should not be forwarded to any other person. Contents herein should be treated as confidential and proprietary information. This material may not be reproduced or used in
any form or medium without express written permission.

Past results are not indicative of future investment results. This publication is for informational purposes only and reflects the current opinions of Western Asset. Information contained
herein is believed to be accurate, but cannot be guaranteed. Opinions represented are not intended as an offer or solicitation with respect to the purchase or sale of any security and are
subject to change without notice. Statements in this material should not be considered investment advice. Employees and/or clients of Western Asset may have a position in the securities
mentioned. This publication has been prepared without taking into account your objectives, financial situation or needs. Before acting on this information, you should consider its
appropriateness having regard to your objectives, financial situation or needs. It is your responsibility to be aware of and observe the applicable laws and regulations of your country of
residence.

Western Asset Management Company Distribuidora de Titulos e Valores Mobiliarios Limitada is authorised and regulated by Comisséo de Valores Mobiliarios and Banco Central do Brasil.
Western Asset Management Company Pty Ltd ABN 41 117 767 923 is the holder of the Australian Financial Services Licence 303160. Western Asset Management Company Pte. Ltd. Co.
Reg. No. 200007692R is a holder of a Capital Markets Services Licence for fund management and regulated by the Monetary Authority of Singapore. Western Asset Management
Company Ltd is a registered Financial Instruments Business Operator and regulated by the Financial Services Agency of Japan. Western Asset Management Company Limited is
authorised and regulated by the Financial Conduct Authority (“FCA”) (FRN 145930). This communication is intended for distribution to Professional Clients only if deemed to be a financial
promotion in the UK as defined by the FCA. This communication may also be intended for certain EEA countries where Western Asset has been granted permission to do so. For the
current list of the approved EEA countries please contact Western Asset at +44 (0)20 7422 3000.
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