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Performance Review
In the first quarter of 2025, the portfolio outperformed its benchmark, the 
Bloomberg 1-5 Year US Government/Credit Bond Index, by 10 basis points 
(bps) on a gross basis.

US Treasury (UST) yields fell and the yield curve bull-steepened during a 
risk-off period. The S&P 500 Index declined and credit spreads widened. 
The S&P 500 posted its worst quarterly performance since 2022, and the 
significant market decline was largely attributed to escalating trade ten-
sions and economic uncertainties.

Diverging signals in the market between “hard data”—quantifiable met-
rics—and “soft data,” which includes surveys and sentiments, persisted 
throughout the quarter. Hard data (retail sales, durable goods orders and 
the unemployment rate) suggests that the economy remained resilient. 
However, several surveys indicated that policy uncertainty was weighing 
heavily upon consumer and business sentiment, which could lead to slower 
activity in the coming months. Policy uncertainty remained elevated as 
the US announced that 25% tariffs on imports from Mexico and Canada 
(though a one-month reprieve for most goods was announced soon 
thereafter), an additional 10% tariff on Chinese imports, a 25% tariff on 
steel and aluminum imports and a 25% tariff on auto imports, would be-
come effective in early April, when reciprocal tariffs were also scheduled 
to be announced.

In the US, job growth showed an upward trend, with nonfarm payrolls 
increasing by 151,000 jobs in February, up from a downwardly revised 
125,000 jobs in January. The three-month payroll average of 200,000 jobs 
was above the fourth-quarter average of 182,000 jobs, which included 
weak numbers in October due to a severe storm and a labor strike. The 
unemployment rate remained steady at 4.1%. Inflation data was mixed; over 
the last three months, core Consumer Price Index (CPI) data year- over-year 
(YoY) declined from 3.30% to 3.10%, while the Core Personal Consump-
tion Expenditures (PCE) Price Index targeted by the Federal Reserve (Fed) 
remained steady at 2.80%, indicating persistent inflationary pressures.

The Federal Open Market Committee (FOMC) maintained the target range 
for the fed funds rate at 4.25% to 4.50% at both its January and March 
meetings. The post-meeting statement in March announced that the 
monthly pace of UST balance sheet reduction would decrease from $25 
billion to $5 billion beginning in April, while the cap on agency debt and 
agency mortgage-backed securities (MBS) would remain unchanged at 
$35 billion. During the press conference, Fed Chair Jerome Powell described 
the economy as “strong overall,” but noted that recent policy changes 
in trade, immigration, fiscal policy and regulatory policy complicate the 
reliability of near-term forecasts.

Investment Outlook
Soft Landing Remains on Track: This year’s growth and inflation trade-
off is highly dependent on Trump’s policies. Despite market uncertainty, 
the US economy should manage to retain positive growth in 2025. Core 
inflation measures already show moderating services inflation, while the 
impact from tariffs should be a one-year event only. Barring a recession, 
we expect UST yields to trade in a range of 4% to 5%.

Proposed tariffs and other policy changes from the new US administration 
have created uncertainty and volatility in financial markets. Global growth 
is expected to slow given the heightened uncertainty but should remain 
solidly in positive territory. US growth is downshifting due to a myriad of 
factors: uncertainty over tariffs, waning benefits from immigration and 
reduced government spending, among others. A significant fiscal boost 
from European defense and Germany infrastructure spending should 
support eurozone confidence and growth, providing some relief from 
tariff- related uncertainty. In China, deflationary pressures remain and 
confidence is weak amid property market concerns, but sentiment is 
improving with fiscal stimulus and policy easing. 

The disinflationary trend may be interrupted as tariffs and retaliatory actions 
are implemented, but we expect inflation to move lower again over the 
longer term. Monetary policy remains restrictive. We expect central banks 
will continue to cut rates further in 2025. The Fed remains well positioned. 
to provide support if the US economy falters. Public debt levels continue 
to rise and yield curves may steepen given concerns over fiscal policies 
globally. We see pockets of opportunity in developed market (DM) rates 
in Europe, the UK and Australia. While the overall uncertainty in the market 
environment necessitates caution, we do see some longer-term value op-
portunities in emerging market (EM) local currency debt. Spread sector 
fundamentals remain supportive, but valuations reflect those fundamentals 
and credit spreads persist at below historical averages. We continue to find 
opportunities within spread sectors and related securities while remaining 
tactical. DM duration provides useful diversification.

For more information on Western Asset, visit westernasset.com.

Attribution is calculated using prices sourced from independent pricing vendors or brokers in accordance with Western Asset’s approved pricing hierarchy. Therefore, performance presented here 
may differ from performance calculated by official sources for benchmarks and for funds that use a third-party administrator.

As of 31 Mar 25 Portfolio (gross) Portfolio (net) Index*

1Q25 Performance 2.13% 2.11% 2.02%

*Bloomberg 1-5 Year US Government/Credit Bond Index 
Past investment results are not indicative of future investment results. Gross-of-fees 
returns are presented before management fees, but after all trading expenses. Net-of-fees 
performance returns are an estimate of time-weighted rate of return. The effective fee, based 
on a fee schedule, is deducted from the monthly gross return.
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© Western Asset Management Company, LLC 2025. This publication is the property of Western Asset and is intended for the sole use of its clients, consultants, and other intended recipients. It should not be forwarded 
to any other person. Contents herein should be treated as confidential and proprietary information. This material may not be reproduced or used in any form or medium without express written permission.

Past results are not indicative of future investment results. This publication is for informational purposes only and reflects the current opinions of Western Asset. Information contained herein is believed 
to be accurate, but cannot be guaranteed. Opinions represented are not intended as an offer or solicitation with respect to the purchase or sale of any security and are subject to change without notice. 
Statements in this material should not be considered investment advice. Employees and/or clients of Western Asset may have a position in the securities mentioned. This publication has been prepared 
without taking into account your objectives, financial situation or needs. Before acting on this information, you should consider its appropriateness having regard to your objectives, financial situation 
or needs. It is your responsibility to be aware of and observe the applicable laws and regulations of your country of residence. 

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 Licence 303160. Western Asset Management Company Pte. Ltd. Co. Reg. No. 200007692R is a holder 
of a Capital Markets Services Licence for fund management and regulated by the Monetary Authority of Singapore. Western Asset Management Company Ltd is a registered Financial Instruments Business 
Operator and regulated by the Financial Services Agency of Japan. 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. 

© 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 or wholesale 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 Ltda. is 
regulated by Comissão de Valores Mobiliários; 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


