WESTERN ASSET 73\ FRANKLIN
Q®TEMPLETON

Western Asset Global Bond Fund

SEP 2023 | Commentary

Investment objective
The Fund aims to outperform the Bloomberg Barclays Global Aggregate Bond Index (hedged into Australian dollars) (Benchmark) over rolling three to five-
year periods.

Performance (%) Fund details

1 mth 3 mths 1yr 3yrs pa 5yrs pa Inception date December 2016
Fund (net) -3.01 -3.15 0.08 -5.10 -0.57 Bloomberg Global Aggregate
Benchmark -1.84 2.14 0.53 4.55 -0.24 Benchmark Bond Index (hedged into

Australian dollars)
Morningstar peer Australia fund - OE - Bonds

Calendar year performance (%)

2022 2021 2020 2019 2018 group category Global
Fund (net) -14.27 -1.49 6.88 8.61 -0.69 APIR SSB8320AU
Benchmark -12.28 -1.54 5.09 7.19 1.65

Monthly review

What happened in the market?

During the third quarter of 2023, global government bond yields rose to multi-year highs. Continued U.S. economic resilience as well as higher policy rate expec-
tations from Federal Open Market Committee (FOMC) members revived a “higher-for-longer” narrative for global policy rates. A confluence of additional factors
put further upward pressure on yields: Fitch’s downgrade of long-term U.S. debt to AA+, a higher-than-expected U.S. Treasury issuance announcement, as well
as a surge in energy prices that stoked inflation concerns. Heightened uncertainty over long-run interest rates raised global term premiums and steepened global
government bond yield curves. A moderating outlook for both employment and inflation ultimately set the stage for the Federal Reserve (‘Fed”) to leave the fed
funds target rate unchanged at 5.25%-5.50% in September, following the 25-basis point (bp) hike in July—its second rate pause since the current tightening cycle
began in March 2022. However, in what was interpreted by markets as a sign of “*higher-for-longer” policy rates, the updated Summary of Economic Projections in
September showed Fed officials anticipate less easing over the next two years. Compared to June, the median FOMC member raised projections for the fed
funds target rate by 50 bps to 5.10% and 3.90% at the end of 2024 and 2025, respectively—reflecting a strong growth outlook and in spite of a projected modera-
tion in inflation. Projections for 2023 real gross domestic product (GDP) growth were raised to 2.1% from 1.0%, while forecasts for the unemployment rate were
revised lower through 2025. Core Personal Consumption Expenditures Price Index inflation was projected to end the year lower at 3.7% from 3.9% previously
and reach the Fed’s 2% target in 2026. In contrast to the U.S., the economic growth trajectory for Europe remains challenged. The European Central Bank (ECB)
hiked the Deposit Facility rates by 25 bps on two separate occasions, bringing it to 4.00%. The policy statement from the September meeting highlighted that the
current level of monetary policy will make a “significant contribution” to bringing inflation back to target. During the quarter, corporate credit and structured product
spreads were flat to modestly wider. U.S. dollar-denominated emerging market bond spreads tightened and emerging market local yields rose. The S&P 500 fell
5.0% while WTI oil surged 28% to just above $90/barrel. A relatively resilient U.S. economy pushed the U.S. dollar stronger versus EM and developed market
currencies.

What happened in the Fund?

The Fund was down 3.01% during the month of September. In comparison the benchmark was down 1.84% over the month of September. Within the Fund, an
overweight to overall Fund duration detracted from returns as yields rose. While an underweight to Japanese duration was additive. An overweight to the 5-year
part of the US yield curve and an underweight to 10-years added to returns as the yield curve steepened. An overweight to US agency mortgage backed securi-
ties detracted modestly from returns as spreads widened. While US high-yield corporate bonds underperformed. Emerging market country exposure had a nega-
tive impact on returns as currency positioning detracted from returns as the US dollar strengthened.

What is the outlook?

In line with our expectations, global growth is downshifting and the disinflation process is clearly underway, albeit unevenly. Lessening bottleneck pressures,
financial stability concerns contributing to tighter credit conditions in the US and Europe, and softer manufacturing and services demand worldwide are helping to
alleviate price pressures globally. These trends, combined with the major central banks continuing to advocate for restrictive monetary policy for an extended
period, should further temper growth and inflation. In such a scenario, we expect developed markets government bond yields to trend lower and that the US dollar
will weaken modestly. These factors should act as a tailwind for emerging markets where central banks are closer to the end of the tightening cycle relative to the
developed world, and valuations are attractive. Spread sectors such as high-yield, bank loans and select areas of the mortgage backed securities space also offer
attractive yield but we acknowledge that credit markets remain vulnerable to unanticipated shifts in macro-related sentiment, geopolitical developments and the
risk of central bank overtightening.

Past performance is not a reliable indicator of future performance.
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Highlights
o The Fund invests in a diversified portfolio of global fixed income securities.

o A professionally managed active portfolio, with a focus on adding value through duration management, yield curve positioning, sector allocation, issue
selection, country and currency allocation.

e The Fund utilises fundamental bottom-up research to identify inefficiencies and market mispricing and subsequent investment opportunities.

e The Fund is predominantly hedged into Australian dollars.

About us Ratings

Franklin Templeton Qualitative

Franklin Resources, Inc., is a global investment management organisation, operating as Franklin h

Templeton, which is headquartered in California. Franklin Resources, Inc., provides, through its ’B“ '“'a C; .,,-ﬂr
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subsidiaries, deep investment expertise across all asset classes - including equity, fixed income,
and multi-asset options. Franklin Resources, Inc. is listed on the New York Stock Exchange and

has employees in over 34 countries. The Morningstar Analyst Rating™ for Western Asset Global Bond
Fund is ‘Silver' as at February 2023.

Western Asset

|

Founded in 1971, Western Asset is one of the world's leading fixed income managers. With a |-
primary focus on active fixed income investment management, the firm brings unique value to the Recommended
asset class with a time-tested, value-oriented investment approach. This approach is supported

by an international team of fixed income specialists with expertise in every market sector,

including an extensive credit research team experienced in evaluating companies across the

entire ratings spectrum. Western Asset's reach extends across all of the world's major bond Zenlth
markets with offices in Pasadena, New York, London, Ziirich, Tokyo, Singapore, Hong Kong,

Melbourne, and S&o Paulo.

For enquiries, please contact Investor Services Team on 1800 673 776, email auclientadmin@franklintempleton.com or visit franklintempleton.com.au.

Past performance is not a reliable indicator of future performance.

This publication is issued for information purposes only and does not constitute investment or financial product advice. It expresses no views as to the suitability of the services or other matters described
in this document as to the individual circumstances, objectives, financial situation, or needs of any recipient. You should assess whether the information is appropriate for you and consider obtaining
independent taxation, legal, financial or other professional advice before making an investment decision. Please read the relevant Product Disclosure Statements (PDSs) and any associated reference
documents before making an investment decision. In accordance with the Design and Distribution Obligations and Product Interventions Powers requirements, we maintain Target Market Determinations
(TMD) for each of our Funds. All documents can be found via www.franklintempleton.com.au or by calling 1800 673 776. Issued by Franklin Templeton Australia Limited (ABN 76 004 835 849, AFSL
240827). Franklin Templeton Australia Limited as Responsible Entity has appointed Western Asset Management Company Pty Ltd. as the fund manager of the Western Asset Global Bond Fund (ARSN
616 233 017). The Lonsec Rating (assigned as follows: Western Asset Global Bond Fund—September 2022) presented in this document are published by Lonsec Research Pty Ltd ABN 11 151 658 561
AFSL 421445. The Ratings are limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial products. Past
performance information is for illustrative purposes only and is not indicative of future performance. They are not a recommendation to purchase, sell or hold Legg Mason Asset Management Australia
Limited products, and you should seek independent financial advice before investing in these products. The Ratings are subject to change without notice and Lonsec assumes no obligation to update the
relevant documents following publication. Lonsec receives a fee from the Fund Manager for researching the products using comprehensive and objective criteria. For further information regarding Lonsec’s
Ratings methodology, please refer to the website at: http://www.beyond.lonsec.com.aufintelligence/lonsec-ratings. The Zenith Investment Partners (“Zenith”) Australian Financial Services License No.
226872 rating (Western Asset Global Bond Fund assigned March 2023) referred to in this document is limited to “General Advice” (s766B Corporations Act 2001) for Wholesale clients only. This advice
has been prepared without taking into account the objectives, financial situation or needs of any individual and is subject to change at any time without prior notice. It is not a specific recommendation to
purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of
their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment
available on the Zenith website. Past performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full
details regarding Zenith's methodology, ratings definitions and regulatory compliance are available on our Product Assessments and at http:/ www.zenithpartners.com.au/RegulatoryGuidelines.



