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2024 Global Outlook

Disinflation ongoing but uneven
Central banks will ease policy to normalize real interest rates

Economy has remained resilient, but is set to slow

Fixed-income outlook

= US growth will slow but should avoid recession

= Global growth has downshifted and China is now a source of deflation

= US core PCE already near Fed target

= Global inflation will continue to recede

= The US dollar will weaken moderately

= Emerging markets—particularly in Latin America—should outperform

= Central banks will need to pivot policy adroitly

= Spread sectors are still attractive but the outlook is clouded by macro risk
= Geopolitical uncertainty continues to add to volatility

The above reflects current opinions of Western Asset and are subject to change with market conditions. As of 30 Jun 24
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Core PCE Nears the Fed’s Target
(Core PCE, Core CPI Ex-Shelter Have Been at Target for a Full Year)

Core PCE
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Global Disinflation Is Broad-Based and Ongoing

Advanced Economies: Composite CPI
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Consumer Spending Continues to Downshift

Control Retail Sales
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Recent Growth Readings Have Been Soft

US Citi Surprise Index
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Labor Market May Have Fully Normalized

Wage Growth Job Openings, Quits, Hiring Rates All Near Pre-Pandemic
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While Nothing Good Can Be Said About the US Fiscal Deficit — Its Economic
Consequences Cut Two Ways

89, US: Components of Fiscal Deficit 400 Total Value of Credit in the US as a % of GDP
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"If something cannot go

on forever, it will stop" "Financial Instability
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= “Who knows what the next critical level is in fiscal deficit
or total credit/GDP?”

= Herb Stein (1986) and Minsky (1992) were right, but they
were also early
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Real Rates at Two-Decade Highs Are Compelling

2- and 5-year, 5-year forward CPI swaps near 2.5% are close to Fed inflation targets, though a bit below

levels seen prior to the GFC

In other words, Real Yields across the curve are near the highs seen in the last two decades
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US Federal Reserve
Still on track to cut

No “stag” or “flation”
— Chair Powell, May 1, 2024

Fed Funds and Core PCE
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Europe: Stagnant Growth with Inflation Closing in on Target

1

Growth: Stagnation to modest expansion

Inflation: Services/Core to begin downtrend

ECB: Inflation concern ebbing. Two more cuts expected this year
ECB: Policy historically tight given growth and inflation
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Growth Indicators
——Eurozone PMI Services = Eurozone PMI Manufacturing
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Inflation Indicators
Contributions to Eurozone Headline Inflation

. Services
10 ™= Goods
s Food
8 Energy
= Headline HICP =
: \.
4
2 HIH”
0 I | ” : : :
-2
Jan 20 Jan 21 Jan 22 Jan 23 Jan 24

Source: S&P Global, Hamburg Commercial Bank, Haver Analytics. As of 31 May 24

WESTERN ASSET



United Kingdom

“Finely Balanced”

UK Inflation Has Reached Target

restrictive over the forecast period. Possibly more so than
currently priced into market rate.”

— BoE Governor Bailey, May 9, 2024

Unemployment Rate Above Pre-Pandemic, And Rising
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Source: Office for National Statistics, BoE Decision Maker Panel. As of 30 Jun 24
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1 Forward-looking Wage Indicators Have Turned Lower
= Slack has returned to the labour market and hiring intentions 10 Private Sector Wage Growth (YoY)
R ————cC DMP Expected Price Growth
have declined. 2 DMP Expected Wage Growth \
= Wage growth is expected to turn lower, alleviating concerns =4 DMP Expected Employment Growth 2235
over domestic inflationary pressures. 8 9 i A A -
E ! ‘,"’\-"\,\-/\I\,\_\AIAA' -~ LY
= “With the progress we have made, to make sure that inflation o g ' ' ' ' RV
stays around the 2% target, and is neither too high nor too low, :4 L
it is likely that we will need to cut the Bank Rate over the 6 '
coming quarters and make monetary policy somewhat less -8

The above reflects current opinions of Western Asset and are subject to change with market conditions.
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China Secular Headwinds — Debt, Demographics and De-Globalization

Likely constrain the pace of future growth

Increased debt likely constrains fiscal lever, diminishing returns
of using fiscal lever ...

China Government Debt
m Central Govt m Local Govt = Local Govt Financing Vehicle
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De-globalization likely has implications for investment and trade ...
China Net FDI - RFolling 12 Month Avg
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LT demand growth likely constrained by demographic trends ...

China Population
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Lower market expectations for future growth rates ...
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14

12

10

g =~

6 =—=China

4 —WTO Assension Avg /*
"Quality" Avg

2 —Future Avg

0

2000 2003 2006 2009 2012 2015 2018 2021 2024 2027
Source: IMF WEO April 2024, Western Asset

WESTERN ASSET



China: Despite Ongoing Cyclical & Secular Headwinds — 2024 Growth Target Achievable

Flashpoints

= Potential 60% tariffs under Trump 2.0 scenario
= Global pushback on Chinese industrial policies
= Third Plenum

— Unlikely to see secular/structural shifts

— Additional incremental policy support for housing sector can be expected

Due to regulatory policy and property market struggles confidence
remains challenged...
130 Chinese Consumer Confidence
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However monetary policy and recent regulatory support for the
housing sector have been supportive at the margin...
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And as a result, the Chinese are facing deflation not inflation...

China YoY CPI
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Source: Bloomberg. As of 31 May 24

And Chinese buffers are more than adequate to stave off worse-
case scenarios...

China FX Reserves
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Japan
Higher wages along with higher inflation forecasts strongly suggest Japanese yields need to rise
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Labor Market
Structural labor shortage
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Japanese trade union confederation (Rengo in Japanese) released the
preliminary data of the wage negotiation (Shun-to) results on March 15,
2024, i.e., +5.28% YIY, the highest level in 30 years.

7

6 Results of Wage Negotiations
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Source: Rengo, Western Asset. As of 15 Mar 24
Wages are expected to rise to around 3.0-3.5% Y/Y over this
summer due to the strong results of the spring labor negotiation.

59 As aresult, real wages are expected to turn positive.
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EM Central Banks Have Been Ahead of the Curve

EM policymakers tightened policy aggressively, starting in
early 2021 well in front of the Fed.

With both EM and DM inflation having peaked, EM central
banks have already started to cut rates despite the Fed
indicating no cuts in the US until late 2024.

EM central banks’ response to the recent inflation scenario
has provided stability for EM FX and the opportunity for
investors to benefit from attractive local yields.

16

EM vs US Overnight Rates
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'EM = Brazil, Mexico, Coombia, Hungary, Chile, South Africa, Indi, Indonesia
and Poland
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US Election...Difficult to Predict and Potential Market Impact

17

Bettting Odds: 2024 Balance of Power (Polymarket)
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Election surprises have been the norm this
year...France, India, South Africa, Mexico

Don’t Forget 2016
2016 Election Forecast Probabilities
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Trump and the Stock Market

"But the reason our stock market is so successful is because
of me. I've always been great with money, I've always been
great with jobs, that's what | do. And I've done it well, I've done
it really well, much better than people understand and they
understand I've done well.”
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Spread Sector Excess Returns

Year-to-Date Ending 30 Jun 24
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Past performance is not a reliable indicator of future results.
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Valuation: US Credit at +88 OAS, “Richly Valued”

19
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"Average based on monthly datafrom 30 Jun 89— 31 Jul 00, and daily end of business days from 15 Aug 00 to current
%Excludes data from 01 Dec 07 - 30 Jun 09, 01 Feb 20— 31 Aug

Historical Average': +138 bps
Historical Average Excluding

Financial Crisis and Pandemic?
+124 bps
Credit OAS: +88 bps
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The Two Tiers of the US Banking System

We prefer large US banks over regionals

Regulatory Balance Sheet Deposit
Scrutiny Strength Mix

Large US Banks

Narrow, Medium
Risk

Regional US Banks Moderate Moderate

Interest Rate
Risk

Medium

Expectations:

= Large banks will get stronger while weaker regionals will consolidate
= Regulation (and issuance) will increase for regional banks
= Regional bank ratings will come under pressure

Source: Western Asset. The above reflects current opinions of Western Asset and are subject to change with market conditions.
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Energy Companies

2022 About Deleveraging, 2023/2024 Capital Discipline, Upgrades and Mergers

2022 Debt 2022 Change in Index  Upgraded in 2023/
($mm) Debt ($mm) Positive Outlook
IG Energy Index Change in Debt Outstanding 2022 -42,408
[P PLC 25,539 -5,000 Upgraded |
Chevron Corp 14,687 -4,700
Exxon Mobil Corp 29,500 -4,000
|[Energy Transfer Partners LP 32,611 2,643 Upgraded |
Valero Energy Corp 7,598 -2,602
TotalEnergies SE 11,850 -2,000
Conoco Inc 12,860 -1,768
Sabine Pass Liquefaction LLC 10,350 -1,468 Upgraded
Enterprise Products Operating LLC 25,975 -1,250 Upgraded 2x
Halliburton Company 7,600 -1,200
|Plains All American Pipeline LP 7,033 -1,100 Upgraded |
Phillips 66 11,741 -1,032
Canadian Natural Resources 7,250 -1,000
Shell PLC 30,750 -1,000
[ONEOK 11,885 -925 Upgraded |
Kinder Morgan Inc 24,168 =725
TC Energy Corp 14,625 -625
Williams Cos Inc 21,058 900
Enbridge Inc 15,150 900
MPLX LP 19,057 1,011
IG Bond Index Change in Debt Outstanding 2022 321,300

Source: J.P. Morgan, Bloomberg Finance L.P, Western Asset. As of 30 Nov 23

e in Index Debt Outstanding 2022
2022 Debt 2022 Change in Index

BB Energy Issuers and Chan

Upgraded in 2023/

Debt ($mm Positive Outlook

$mm

BB Energy Change in Debt Outstanding 2022 -13,537
Eccidental Petroleum 19,937 -8,126 Upgraded
pache 5,037 -1,310 Upgraded
Petrofac Ltd 600 -600 Positive Outlook
Antero Resources 1,120 -979 Positive Outlook
Southwestern Energy 4,161 -573 Positive Outlook
|Western Midstream Operating 6,256 -502 Upgraded |
TechnipFMC plc 203 -430
MEG Energy Corp. 1,971 -225 Upgraded
DCP Midstream Operating 4,275 -350 Upgraded
Murphy Qil Corp 2,044 -442 Upgraded

Source: J.P. Morgan, Western Asset. As of 30 Nov 23

Mergers in 2023-2024

Acquiring Company Target Size ($bn) Date Announced
Phillips 66 DCP 38 Jan 2023
Targa Resources Grand Prix 1.1 Jan 2023
Energy Transfer Lotus Midstream 1.5 Mar 2023
Ovintiv Multiple Targets 4.3 Apr 2023
Chevron PDC Energy 7.9 May 2023
Conoco Total-Surmont 3.0 May 2023
ONEOK Magellan 18.9 May 2023
Patterson-UTI NexTier 21 Jun 2023
Exxon Mobil Pioneer Natural Resources 68.0 October 2023
Chevron Hess 60.0 October 2023
Occidental Petroleum  CrownRock 12.0  December 2023
Chesapeake Energy ~ Southwestern Energy 11.5 January 2024
APA Corp Callon Petroleum Company 4.5 January 2024
Diamondback Energy  Endeavor Energy Resources 259 February 2024
EQT Corporation Equitrans Midstream 12.9 March 2024
Energy Transfer WTG Midstream 3.3 May 2024
ConocoPhillips Marathon Oil 225 May 2024
Total 263.2

Source: Bloomberg. As of 31 May 24

The information provided is not a recommendation to purchase, sell, or hold any particular security and should not be construed as an endorsement of or affiliation with Franklin Templeton

or Western Asset.
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Moderate Growth Is the Sweet Spot for High Yield

In high growth periods or economic Median High-Yield Index Excess Returns by GDP Bucket
recoveries (>4% real GDP) is typically good
for high yield, but it can sometimes be m HY m BB =B ccc
better for equity 3

2

Moderate growth (0-4%) can be the sweet
spot, where high yield excess returns are 0

strong, but you may see less shareholder % ¥
friendly M&A at the expense of lenders &
-2
-3
Low growth and recessions are typically
bad for high yield as defaults pick-up, 4
especially with lower quality credits 5

<0% 0% to 4% >4%

Source: Bloomberg, U.S. Bureau of Economic Analysis. As of 31 Dec 23
Past results are not indicative of future investment results..
Note: High-yield return data dates back to 31 Dec 92, GDP data dates back to 31 Dec 92
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High-Yield Default Rate Off Record Lows

20 Actual vs. Implied Default Rates
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Source: Bloomberg, Western Asset. As of 31 May 24
Assumes 40% recovery rate
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Fundamental Dispersion in High-Yield Supports an Active Approach

Fundamentals remain supportive on average, but not for the most levered CCCs
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..However, CCC Companies Leverage Rose
and Asset Coverage Declined
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Bank Loan Valuations Remain Compelling for Higher Quality Loans

Senior secured bank loans in the higher quality segment of the market exhibit attractive relative value and stable
fundamentals with ample credit metrics. We continue to target BB credit profiles and select single-B credit profiles
with moderate capital structures and strong fundamental profiles.
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Borrowers with High Leverage (<1.5x Coverage) Remains Low

m US Lev Loan Issuers with Interest Coverage 1.5x - 2.99x (%)

Coverage by Rating 50% m US Lev Loan Issuers with Interest Coverage <1.5x (%)
Coverage (EBITDA/Net °
Interest Expense) 40%

By Rating 1Q24 4Q23 1Q23

BB

QQ QQ% YN YN%
change change change change 30%
425x 4.40x 4.89x -0.14x -3.30% -0.64x -13.00%

20%
B1/B2 2.23x  2.26x 2.70x -0.03x -1.30% -0.48x -17.60% ’
B3 1.88x 1.80x 241x 0.09x 5.00% -0.52x -21.70% 10%
CcCC 1.84x 1.69x 1.56x 0.16x 9.20% 0.28x 18.20% o
Sources: J.P. Morgan; Capital IQ; Bixby Research and Analytics Inc. As of 31 Mar 24 0%

Note: Issuer ratings are computed based on Moody's tranche ratings. BB includes loans rated Baf,
Ba2, or Ba3 and CCC includes loans rated Caa?1, Caa2, or Caa3.
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Source: Leveraged Commentary & Data (LCD). As of 31 Mar 24
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CLO Capital Structure Yields Remain Attractive

Cross Sector Yields
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EM vs. DM Credit Relative Value

Investment-grade EM bond valuations screen as comparatively tight versus US investment-grade due to
differences in ratings composition and technicals.

EM high-yield bonds, particularly those issued by Frontier sovereigns, have performed well year-to-date 2024
and continue to offer value given high carry and limited interest rate duration.

500

450

400

350

300

250

Basis Points

200

150

100

50

EM Spread Premium over US Credit

Bloomberg EM HY less USHY (left)

Bloomberg EM IG less US
Credit OAS (right)

140

120

100

80

sjuIod siseq

60

40

20

0 . .
Dec20  Apr21  Aug 21

27

Source: Bloomberg. As of 30 Jun 24
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Mexico Local — Attributes of an Attractive Carry Trade

5
4
3
*S, 2
S 1
0
-1
)
28

Tight Fiscal: AMLO ran reasonably tight fiscal accounts even
through Covid and Claudia has signaled a similar approach...
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Source: IMF WEQ April 2024

Attractive Yields: Mexico nominal yields are historically high...

Mexico Local Yield Less Local Markets Index Yield
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Source: Bloomberg, J.P. Morgan. As of 08 Jul 24

Beneficiary of Geopolitical Trends: Mexico likely to benefit further

from nearshoring trends...

24%
22%
20%
18%
16%
14%
12%
10%

Share of US Imports

China

Mexico

/

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: International Trade Administration June 2024

Inflation Near Target: Disinflationary process well under way...
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Agency MBS Are Attractive With Low Prepayment Risk and No Credit Risk

= With current mortgage rates at 7% and the average borrower locked into a sub 4% rate, prepayment risk is low
= Agency MBS offer yield pick over A+ Corporates in higher coupons

5,000
4,500
4,000
3,900
= 3,000
2,500

USD billions)

2,000
1,500
1,000

500

UMBS 30-yr Outstandin

29

mw Current Rate (7.11) =% Total Balance

Mortgage Rate (%)
Source: CPRCDR, Mortgage Bankers Association, Western Asset. As of 30 Jun 24
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Mortgage Credit Offers Attractive Relative Value

= While real estate prices are expected to cool from the record increases, market spreads are elevated with increased risk premiums
= During the housing boom of Covid, lending stayed conservative and single-family markets remain well supported by long-term fundamentals
= Commercial real estate sector has largely been able to pass on the cost of higher interest rates in rents at hotels, apartments and industrial

properties, while the office sector faces continued headwinds from Covid

Representative BAML Bloomberg Bloomberg Bloomberg
RMBS CRT RMBS Legacy Non-Agency US usS
Spreads Below IG* BelowIG CMBS BBB IG Corporate High Yield
31 Jan 20 178 123 306 102 390
28 Jun 24 218 202 813 94 309
Difference Since 40 78 506 8 Y
31 Jan 20
31 Dec 18 246 127 367 153 526
28 Jun 24 218 202 813 94 309
Difference Since 8 75 446 59 217
31 Dec 18

Source: Bloomberg, Bank of America, Western Asset. As of 28 Jun 24

Opinions expressed are subject to change without notice and do not take into account the particular investment objectives, financial situations or needs of investors.

*Representative RMBS CRT Below IG: On-the-run speed adjust spread for below investment-grade rated CRT cohort

Past performance is not a reliable indicator of future results.
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CMBS Market Recovery Is Underway

= CMBS spreads have outperformed to start the year but the credit curve remains steep to historical norms
= Underwriting standards have tightened, exhibiting among the lowest LTVs and highest debt yields in market history
= YTD 2024 CMBS issuance exceeds YTD 2023 by > 200% and is on pace with the trailing 15-year average

800 CMBS Single-A Spreads CMBS Underwriting Standards Have Tightened Over-Time
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Questions & Answers
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Thank you.

WESTERN ASSET



Risk Disclosure

© Western Asset Management Company, LLC 2024. The information contained in these materials (“the materials”) is intended for the exclusive use of the designated recipient (“the recipient”). This information is proprietary and
confidential and may contain commercially sensitive information, and may not be copied, reproduced or republished, in whole or in part, without the prior written consent of Western Asset Management Company (“Western Asset’) .

Past performance does not predict future returns. These-materials should not be deemed to be a prediction or projection of future performance.
These materials are intended for investment professionals including professional clients, eligible counterparties, and qualified investors only.

These materials have been produced for illustrative and informational purposes only. These materials contain Western Asset's opinions and beliefs as of the date designated on the materials; these views are subject to change and
may not reflect real-time market developments and investment views.

Third party data may be used throughout the materials, and this data is believed to be accurate to the best of Western Asset’s knowledge at the time of publication, but cannot be guaranteed. These materials may also contain strategy
or product awards or rankings from independent third parties or industry publications which are based on unbiased quantitative and/or qualitative information determined independently by each third party or publication. In some cases,
Western Asset may subscribe to these third party's standard industry services or publications. These standard subscriptions and services are available to all asset managers and do not influence rankings or awards in any way.

Investment strategies or products discussed herein may involve a high degree of risk, including the loss of some or all capital. Investments in any products or strategies described in these materials may be volatile, and investors
should have the financial ability and willingness to accept such risks.

Unless otherwise noted, investment performance contained in these materials is reflective of a strategy composite. All other strategy data and information included in these materials reflects a representative portfolio which is an
account in the composite that Western Asset believes most closely reflects the current portfolio management style of the strategy. Performance is not a consideration in the selection of the representative portfolio. The characteristics
of the representative portfolio shown may differ from other accounts in the composite. Information regarding the representative portfolio and the other accounts in the composite are available upon request.

Statements in these materials should not be considered investment advice. References, either general or specific, to securities and/or issuers in the materials are for illustrative purposes only and are not intended to be, and should
not be interpreted as, recommendation to purchase or sell such securities. Employees and/or clients of Western Asset may have a position in the securities or issuers mentioned.

These materials are not intended to provide, and should not be relied on for, accounting, legal, tax, investment or other advice. The recipient should consult its own counsel, accountant, investment, tax, and any other advisers for this
advice, including economic risks and merits, related to making an investment with Western Asset. The recipient is responsible for observing the applicable laws and regulations of their country of residence.

Founded in 1971, Western Asset Management Company is a global fixed-income investment manager with offices in Pasadena, New York, London, Singapore, Tokyo, Melbourne, So Paulo, Hong Kong, and Ziirich. Western Asset is
a wholly owned subsidiary of Franklin Resources, Inc. but operates autonomously. Western Asset is comprised of six legal entities across the globe, each with distinct regional registrations: Western Asset Management Company,
LLC, a registered Investment Adviser with the Securities and Exchange Commission; Western Asset Management Company Distribuidora de Titulos e Valores Mobiliarios Limitada is authorized and regulated by Comisséo de Valores
Mobilidrios and Brazilian Central Bank; Western Asset Management Company Pty Ltd ABN 41 117 767 923 is the holder of the Australian Financial Services License 303160; Western Asset Management Company Pte. Ltd. Co. Reg.
No. 200007692R is a holder of a Capital Markets Services License for fund management and regulated by the Monetary Authority of Singapore; Western Asset Management Company Ltd, a registered Financial Instruments Business
Operator and regulated by the Financial Services Agency of Japan; and 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.

For more information on Western Asset visit our website at www.westernasset.com
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