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Global Macro Outlook

Growth - Slowing
e Global outlook clouded by tariffs and geopolitical uncertainty
e US growth downshifting, recession odds lower

Labor Markets
e Downside risks to labor markets

Inflation - Stable
e Global disinflation trend near central banks’ targets
e Tariffs could impact US goods price inflation later this year

Monetary Policy - Cautious
e The Fed continues to take a “wait and see” approach
e Policy rates to be cut further, exceptin Japan

As of 26 Jun 25. The above reflects current opinions of Western Asset, which are subject to change with market conditions.
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Global Economic Projections
Global Growth Converging

GDP Contribution to US Real GDP (% change)*
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Source: BEA, Haver, Western Asset. *Seasonally Adjusted Annual Rate

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

Private Sector Job Growth Has Been Strong with Limited Gains in Health Care, Leisure and Hospitality Sectors

Change in Total Nonfarm Employment
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Source: BLS, Bloomberg, Western Asset. As of 31 May 25
The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
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Global Inflation

Global Disinflation Trend Near Central Banks’ Targets
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.

Source: Citigroup, Haver Analytics. As of 31 May 25
'Headline and core cover 15 economies; goods and services cover 12 economies. Readings for February are estimates using available data that comprises > 70% of the aggregate
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US Inflation

Core CPI Nears Fed's Target Zone

Core CPI Measures (6m, SAAR)
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
Source: BLS, Haver, Western Asset. As of 31 May 25
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Yield Curves
US Term Premium Still Low by Historical Standards. All Major Curves Steeper YTD.

US Term Premium Year-to-Date 30yr-5yr Spreads
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the compensation that investors require for bearing the risk that interest rates may
change over the life of the bond. Since the term premium is not directly observable, it
must be estimated, most often from financial and macroeconomic variables.

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

Near Term Positioning
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
Source: Bloomberg, JP Morgan, Morningstar LSTA, As of 24 Jun 25
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Growth and the Impact on Corporate Bonds

e Positive growth supportive of IG corporate bonds
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e Defaults Have Been Higher When GDP is <2%

Percent

US HY Default Rate vs GDP Growth
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
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European Banks

Balance Sheets Continue to Be a Source of Strength

e A decade of balance sheet repair provides a solid foundation for our constructive fundamental sector view

Non-Performing Loan Ratio (%)
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
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US Bank Loans

Positioned for Further Spread Compression

B/BB Spread Ratio
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The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.
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US Mortgage & Consumer Credit

Offer Attractive Relative Value

e Mortgage and Consumer Credit has lagged the broader recovery in Corporate Credit and are wide from historical
perspective

Bloomberg Bloomberg
JP Morgan BAMLRMBS Non-Agency USIG Bloomberg
Non-Agency LegacyBelow CMBSBBB BAML ABS AA- Corporate US High Yield
Spreads MBS Index IG Index Index BBB Index Index Index
2015-2019 Average 241 123 354 134 127 438
30 May 25 269 197 684 186 88 315
Difference 28 73 330 52 -39 -123

Source: JP Morgan, Bloomberg, Bank of America, Western Asset. As of 30 May 25
Opinions expressed are subject to change without notice and do not take into account the particular investment objectives, financial situations or needs of investors.
The above reflects current opinions of Western Asset, which are subject to change with market conditions. There is no assurance that any projection, estimate or forecast will be realized.

Western Asset
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Key Takeaways

Global Macro
e Global outlook clouded by tariffs and geopolitical uncertainty
e Global disinflation trend near central banks’ targets
e Policy rates to be cut further, exceptin Japan

e Concerns over fiscal sustainability

Fixed Income Implications
e Most government yield curves to steepen further
e Pockets of opportunities in developed market rates
e Spread sector fundamentals remain healthy
e Valuations trading tight vs historical averages
e Upin quality biasin corporate bonds
e Tactical opportunitiesin single B rated bank loans

e Favor Commercial MBS

As of 26 Jun 25. The above reflects current opinions of Western Asset, which are subject to change with market conditions.

Western Asset
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Questions & Answers
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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 orin 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 accountsin 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 requlations 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,
Sao Paulo, Hong Kong, and Zlrich. 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 Mobilidrios Limitada is authorized and requlated by Comissao 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 reqgulated 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 requlated 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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