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2024 Global Fixed-Income Returns
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Global Outlook

As of 07 Jan 25. The above reflects current opinions of Western Asset, which are subject to change with market conditions. 

Global growth is moderating

Inflation is gradually moving toward central bank targets

Services inflation remains sticky 

Policy rates will trend lower

US growth will continue to outpace other developed markets, supported by solid real income growth 

US policy initiatives may lead to bouts of volatility and opportunities 

Fixed-income implications 
 Real interest rates remain restrictive, which will give most global central banks room to cut rates further
 Yield curves may steepen given fiscal concerns
 Spread sector fundamentals are generally attractive
 Most spread sectors are trading rich vs. historical valuations. Little opportunity for incremental spread tightening 
 Select opportunities in structured credit and emerging markets
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Global Disinflation Is Broad-Based and Ongoing 
Services inflation remains sticky but continues to trend lower
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Global Inflation¹
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Source: Citigroup, Haver Analytics. As of 30 Nov 24
¹Headline and core cover 15 economies; goods and services cover 12 economies

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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US Inflation
The path to 2% core inflation has been slow and arduous

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Initial Claims for 
Unemployment 
Insurance, State 
Programs, Weekly 
Average (left)

Civilian 
Unemployment 

Rate: 16 yr+ (right)
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Unemployment Rate & Initial Claims 
for Unemployment Insurance

Source: Bureau of Labor Statistics, Department of Labor, Haver Analytics. 
As of 30 Nov 24
Seasonally adjusted. Shaded areas indicate periods of recession.
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Job Openings, Quits, Hiring Rates All Near or Below 
Pre-Pandemic Levels as Percent Total Employment

Job Openings Rate (left)
Hiring Rate (left)
Quits Rate (right)

US Labor Market  
Labor market continues to rebalance across a broad swathe of measures

 Job Openings, Quits Rate and Hiring Rate have all declined to at or below pre-COVID levels

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Global Economic Projections
Continued US resilience 

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Source: Bloomberg. As of 31 Oct 24 

US Consumption
Growth outlook underpinned by strong personal income growth

 Real incomes have started to improve after early 2024 deceleration
 Wage compensation has picked up, but productivity has improved 

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Volatility Will Create Opportunities in 2025
Spread sector volatility remains subdued while interest rate volatility remains elevated
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The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Even before Trump 2.0, US trade policy has become 
increasingly protectionist
 Unlike fiscal policy, the Executive Branch can single-handedly 

drive trade policy
 Trump plans a blunt, broad-based approach versus Biden’s 

sector-specific tariffs

Proposed 10% Trump tariffs risk a broader disruption to 
trade and markets
 Exchange rates, prices paid by consumers and exporter margins 

would likely absorb the brunt of across-the-board tariff increases
 Larger tariffs applied to China could divert some production to 

other countries, risking scrutiny on re-imports
 Expect reciprocal responses to US tariff increases and increased 

geopolitical tension

US Trade Policy and Implications 
Protectionism on the Rise

The above reflects current opinions of Western Asset and are subject to change with market conditions.
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Federal Tax Revenues & Net Interest, Social Security, 
Medicare, Defense, Health & Veterans Outlays

Federal Tax 
Revenues

Outlays for Net Interest, 
Social Security, Defense, 

Medicare, Health, & Veterans 

Source: Strategas, US Treasury. As of 30 Nov 24
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Fiscal Concerns Continue to Weigh on the Market

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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There is no assurance that any projection, estimate or forecast will be realized.

US Interest Rates
The path for short rates is more reliable than the path for longer rates

 Less than two Fed rate cuts are currently priced in for 2025  
 Resilient US growth, 100 bps of Fed rate cuts and prospective new US administration policy have removed 

the inversion of the yield curve 

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Europe 
Lackluster growth with inflation near target

 Growth: Modest expansion at best
 Inflation: Lower services inflation key to ECB pace going forward
 ECB: Policy rate expected to be at 1.75% by the end 2025 

The above reflects current opinions of Western Asset, which are subject to change with market conditions

GDPHICP*Policy
1.402.101.501999 to Current
0.952.203.00Current

Source: ECB, Haver Analytics. As of 31 Dec 24
*Harmonized Index of Consumer Prices
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Key Labour Market Metrics Looser Than Pre-pandemic Levels
Unemployment Rate (left)

Vacancies to Unemployment
 Ratio (right)

Source: Office for National Statistics, Bloomberg. As of 30 Nov 24

United Kingdom
“A gradual approach to removing policy restraint remains appropriate” – Bank of England, December 2024

 BoE monitoring budget impact
 Growth has been below forecasts
 Businesses expect to reduce hiring and wages, and raise prices modestly
 BoE likely to cut by more than the market is discounting in 2025

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Japan 
Higher wages along with higher inflation forecasts strongly suggest Japanese yields need to rise

 The Japanese economy is expected to recover, driven by 
private consumption and business investments
 Inflation has been above the BoJ’s target of 2% for almost 

three years due to rising wages stemming from structural 
labor shortages
 The Bank of Japan continues to hike policy rates at a 

moderate pace
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Source: Bloomberg. As of 30 Nov 24

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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China 
Endogenous structural challenges & exogenous headwinds

 Stimulus measures may be insufficient to bolster business confidence
 Heightened global pushback on Chinese industrial policies/exports

Due to structural challenges, as well as policy and property sector 
malaise, confidence remains weak …

However, monetary policy has been supportive at the margin … And Chinese buffers are more than adequate to stave off worst-
case scenarios. 

And as a result, China is facing deflation not inflation.

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Credit Valuations
Trading well through historical averages anchored by strong fundamentals

The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Emerging Markets 
EM inflation has normalized, and real yields remain high. Political and trade concerns are in focus. 
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The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Commercial MBS 
Commercial real estate asset prices are rebounding while spreads remain historically wide
 Property prices have begun to rebound while CMBS spreads remain wide as compared to historical 

corporate credit relationships
 2024 new-issue volumes were consistent with pre-Covid averages despite lower leverage. This trend is 

expected to continue in 2025
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The above reflects current opinions of Western Asset, which are subject to change with market conditions
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AAA CLOs
Net negative supply in 2024 and attractive spread
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The above reflects current opinions of Western Asset, which are subject to change with market conditions
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Global Outlook

As of 07 Jan 25. The above reflects current opinions of Western Asset, which are subject to change with market conditions

Global growth is moderating

Inflation is gradually moving toward central bank targets

Services inflation remains sticky 

Policy rates will trend lower

US growth will continue to outpace other developed markets, supported by solid real income growth 

US policy initiatives may lead to bouts of volatility and opportunities 

Fixed-income implications 
 Real interest rates remain restrictive, which will give most global central banks room to cut rates further
 Yield curves may steepen given fiscal concerns
 Spread sector fundamentals are generally attractive
 Most spread sectors are trading rich vs. historical valuations. Little opportunity for incremental spread tightening 
 Select opportunities in structured credit and emerging markets
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Questions & Answers
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Thank you. 
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Risk Disclosure

© Western Asset Management Company, LLC 2025. 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, São Paulo, Hong Kong, and Zürich. 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 Títulos e Valores Mobiliários Limitada is authorized and regulated by Comissão de Valores
Mobiliários 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


