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The portfolio slightly outperformed its benchmark, the Bloomberg 1-5 Year US
Government/Credit Bond Index, by 3 basis points (bps) on a gross basis.

The first quarter of 2026 was characterized by elevated geopolitical risk and
accelerating Al-driven disruption across the software sector and its incumbent
business models. The period was shaped by a series of international
developments, including the capture and indictment of Nicolas Maduro,
escalating diplomatic tensions between the US and European NATO allies over
Greenland, and a US-Israeli military operation against Iran. Amid these
conditions, equity markets declined, with the S&P 500 posting negative returns
for the quarter, while fixed-income credit spreads generally widened. Meanwhile,
the US Treasury (UST) yield curve bear-flattened as the front-end yields repriced
expectations for rate cuts, driven by sharp increases in oil and natural gas prices
that reignited inflation concerns.

Total nonfarm payrolls declined by 92,000 jobs in February, a sharp reversal from
January’s downwardly revised gain of 126,000, previously reported as 130,000.
The unemployment rate remained unchanged from December 2025 at 4.4%.
Inflation data were mixed with headline Consumer Price Index (CPI) easing to
24% vyear-over-year (YoY) from 2.7% in December, while core Personal
Consumption Expenditures (PCE), which is targeted by the Federal Reserve
(Fed) and excludes food and energy, rose to 3.1% YoY from 2.8% in December.

The Federal Open Market Committee (FOMC) left the target range for its policy
rate unchanged at 3.50% to 3.75% at its January and March meetings. The
median forecast in the Summary of Economic Projections (SEP) showed one rate
cut in each of 2026 and 2027, alongside higher inflation. Fed Chair Powell was
relatively hawkish in his assessment, noting that uncertainty stemming from the
Middle East conflict creates risks to both sides of the Fed’s dual mandate and
that the committee would need to see “progress on inflation” in order to cut rates
again this year.

The European Central Bank (ECB) kept policy rates on hold as expected, with its
deposit rate at 2%. ECB President Lagarde underscored a “calm, determined and
laser-focused” approach to the energy shock, and communications made explicit
reference to heightened uncertainty. The ECB sees upside risks to inflation and
downside risks to growth, and future policy decisions remain data-dependent.
Eurozone inflation of 2.5% YoY in March signaled a material jump from the 1.9%
February print and, along with a slew of hawkish ECB rhetoric and disappointing
survey data, market angst grew over stagflationary outcomes. In the UK, the
Bank of England (BoE) voted unanimously to maintain its Bank Rate at 3.75%,
while indicating that it “stands ready to act as necessary” to return inflation to
target, a hawkish tone versus a previous easing bias. Despite BoE Governor
Bailey subsequently cautioning against drawing

“any strong conclusions” about future rate hikes, market participants instead
focused on energy prices and a surge in inflation expectations. Downside
surprises in monthly GDP data and private-sector regular pay growth did little to
shift the prevailing narrative.

As of 31 Mar 26 Index*

Portfolio (gross) Portfolio (net)

1Q26 Performance -0.77% -0.78% -0.80%

*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.

Investment Outlook

Trend-like growth and disinflation remain in place: Our 2026 base case calls
for trend-like GDP growth, stable to improving labor markets and core inflation
falling in the second half of the year (H2). The war in Iran and private credit
concerns have shifted the range of potential outcomes. A prolonged conflict could
raise energy prices, hurting US growth and inflation, complicating the Federal
Reserve’'s mandate. We plan to add duration as rates rise and selectively add to
spread sectors if spreads widen from current tight levels.

Geopolitical tensions remain a defining feature of the outlook, with the Middle
East conflict introducing ongoing uncertainty and contributing to oil price volatility
as supply routes face occasional disruption. Even with these pressures, the
global economic backdrop is gradually improving as fiscal support, easier
financial conditions and moderating inflation help strengthen the 2026 outlook. In
the US, policy tailwinds and deregulation continue to support activity despite
signs of softer labor conditions. Europe and the UK face trade and labor-market
challenges, but easing inflation and selective fiscal measures offer stabilization.
China’s recovery remains policy-driven amid structural constraints, while Japan’s
persistent inflation supports further policy normalization. Credit markets remain
supported by strong fundamentals and healthy demand, with issuance elevated
by Al-related capex, M&A and refinancing needs. Structured products—including
MBS, CLOs and select CMBS—offer relative value, and EM economies continue
to benefit from high real yields and improving fundamentals. Despite
crosscurrents from geopolitics and commodities, investor sentiment remains
constructive.

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
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© Western Asset Management Company, LLC 2026. 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, and
Melbourne. Western Asset is a wholly owned subsidiary of Franklin Resources, Inc. but operates autonomously. Western Asset is comprised of five 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 Pty Ltd ABN 41 117 767 923 is the holder of the Australian Financial Services License 303160 regulated by the Australian Securities &
Investments Commission (ASIC); 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). Effective February 2, 2026, Franklin Templeton Investimentos (Brasil) Ltda. and Western Asset Management Company Limitada merged under the
corporate name of Franklin Templeton Brasil Ltda. 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
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