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Investment objective

The Fund seeks to maximize total return through capital appreciation and income by investing in a combination of investment grade, high yielding debt secu-
rities and financial derivative instruments.

Performance (%) Fund details
1 mth 3 mths 1yr 3yrpa 5yrpa Inception date August 2016
Fund (net) -3.16 6.48 -23.54 -5.60 2.06 ISIN AUG0SSB00702
APIR SSB0070AU
Calendar year performance (%)
2021 2020 2019 2018 2017
Fund (net) -0.91 5.45 15.94 -5.42 14.51

Monthly review

What happened in the market?

The economic outlook remained extremely uncertain following Russia’s invasion of Ukraine. While supply-side disruptions kept energy, commodity and food
prices elevated, the growth implications were clearly negative. Further downside risks to growth came from China’s commitment to its zero-Covid policy,
which saw severe mobility restrictions imposed in a number of regions, including Shanghai. The combination of higher inflation and the prospect of slower
growth posed a significant challenge to policymakers. In the U.S., markets continued to price more interest rate hikes this year, as the minutes from the Fed-
eral Reserve’s (Fed) March meeting detailed a willingness to tighten aggressively to ensure price stability. Global government bond yields traded in a wide
range during May as inflation continued to bedevil central bank policymakers. Despite record inflation levels across much of the developed world, deteriorat-
ing economic activity indicators and fears of central banks overtightening shifted the focus toward weaker global growth. Recent hawkish central bank rhetoric
helped calm inflation expectations, with breakeven rates across the U.S., Europe and the U.K. declining from recent highs; however, markets continued to
weigh the trade-off between central bank policy tightening to curb inflation and its impact on global growth. June was an exceptionally volatile month in fixed
income markets. Accelerating Consumer Price Index inflation prints across the globe reaffirmed markets’ expectations for forceful monetary policy action by
global central banks. While inflation remains the dominant theme, an increasing number of economic indicators disappointed during the month across the
U.S., UK. and Europe, adding to growing fears over the risk of recession.

What happened in the Fund?

The Fund was down 3.16% in June and down 6.48% during the June quarter. The Fund’s duration and yield-curve positioning was the most significant de-
tractor on a net basis mainly as a result of overall long U.S. duration exposure. Exposure to investment-grade and high yield credit was also a negative con-
tributor to performance, mainly due to energy and financials. Overall foreign exchange positioning detracted on a net basis while, developed markets foreign
exchange was negative for returns, with long Australian dollar and Japanese yen exposures detracting the most. Emerging markets foreign exchange added
to performance as the positive effect of long Russian ruble and short Chinese offshore yuan exposures offset the negative impact of long Brazilian real,
Polish zloty and Indian rupee exposures. Mortgage and asset-backed securities were negative for returns, with collateralized loan obligations detracting the
most. Emerging market debt was a net detractor mainly as result of Israeli and Brazilian debt exposures; exposure to Russia partially offset the negative
impact.

Positioning over the quarter reflected the main theme that inflation and growth would moderate into year end and that the U.S. economy would avoid a reces-
sion. The Fund'’s duration was positioned as a butterfly along the curve, being long in both front- and long-end rates, while short in medium-term maturities.
With growth and inflation expectations both moderating late in the quarter, we were positioned for a flatter curve belly to bonds. Risk asset exposure in invest-
ment-grade and high-yield credit generally increased as spread widening reflected generous implied default rates vs. our growth outlook. A small amount of
emerging market exposure was added by receiving in mid-maturity Mexican swaps and a small long position in Poland. Russian swaps were further reduced,
some at levels better than the initiation price, and Russian sovereign exposure passively increased as bond pricing increased over the quarter.

What is the outlook?

The key to an improved tone and more stability in fixed income markets is a moderation in inflation. Our base case is that the supply chains will slowly begin
to normalise. This trend, combined with the Fed and other major central banks around the world tightening monetary policy along with negative real incomes
slowing consumption, should see inflation moderate. In the U.S., there are signs that the housing market is beginning to slow as higher mortgage rates begin
to bite. We anticipate inflationary pressures will peak in Q322 and decline into 2023. While global central banks are expected to raise interest rates further in
the short term, we believe more aggressive action is already anticipated by the markets. The fundamental headwinds to global growth and inflation remain.
These include the reduction of global fiscal stimulus, the withdrawal of monetary policy accommodation and the persistence of secular-related headwinds
such as global debt burdens, aging demographics and technology displacement. As growth and inflation moderate and the risks surrounding central bank
policy become more balanced, so too should the market environment for fixed income investors.

Past performance is not a reliable indicator of future performance.
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Highlights

e A total-return focused, unconstrained fixed income fund that invests in a combination of investment grade, high yielding debt securities and financial deriv-
ative instruments

e Provides concentrated and opportunistic exposures to investment manger’s key themes

e Designed to potentially have low correlations to equity and traditional fixed income over the long term

About us Ratings
Franklin Templeton Qualitative

Franklin Resources, Inc., is a global investment management organisation, operating as Franklin
Templeton, which is headquartered in California. Franklin Resources, Inc., provides, through its
subsidiaries, deep investment expertise across all asset classes - including equity, fixed income,
and multi-asset solutions. Franklin Resources, Inc. is listed on the New York Stock Exchange and
has employees in over 34 countries.

Western Asset

Western Asset Management is one of the world’s leading fixed-income managers. With a focus on
long-term fundamental value investing that employs a top-down and bottom-up approach, the firm
has nine offices around the globe and deep experience across the range of fixed-income sectors.
Founded in 1971, Western Asset has been recognized for an approach emphasizing team
management and intensive proprietary research, supported by robust risk management.
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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. To make an initial investment in the Western Asset Macro Opportunities Bond
Fund in accordance with the TMD, a retail investor must have received appropriate financial advice. Please call our Client Services team at 1800 673 776 to obtain the Application Form. 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 Macro Opportunities Bond Fund (ARSN 608 220 711). The Lonsec Rating (assigned as follows: Western Asset Macro Opportunities Bond Fund - August 2021)
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 Franklin Templeton 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.au/intelligence/lonsec-ratings. The
Zenith Investment Partners (“Zenith”) Australian Financial Services License No. 226872 rating (Western Asset Macro Opportunities Bond Fund assigned February 2022) 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. The Professional Planner | Zenith Fund Awards are determined using proprietary methodologies. Fund Awards
were issued October 2017 and are solely statements of opinion and do not represent recommendations to purchase, hold or sell any securities or make any other investment decisions. Fund Awards are
current for 12 months from the date awarded and are subject to change at any time. Fund Awards for previous years are referenced for historical purposes only. Morningstar Awards 2020 ©.
Morningstar, Inc. All Rights Reserved. Awarded to Legg Mason Western Asset for Fund Manager of the Year Fixed Interest category in Australia. Neither Morningstar, its affiliates, nor the content
providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution. Any general advice or ‘class service’ have been
prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your objectives, financial
situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if applicable, the
relevant Product Disclosure Statement before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as your sole source of
information. Past performance does not necessarily indicate a financial product's future performance. To obtain advice tailored to your situation, contact a professional financial adviser. The Morningstar
Rating is an assessment of a fund’s past performance — based on both return and risk — which shows how similar investments compare with their competitors. A high rating alone is insufficient basis for an
investment decision.



