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3 YEAR RISK CHARACTERISTICS

Maximum Drawdown (%) Medium -7.6
Volatility Medium 58
Correlation High 1.0
Beta High 1.2
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STANDARD & POOR'S OPINION (APRIL 2008)

This fund has been managed since mid-2006 by
Western Asset Management, Legg Mason's
specialist fixed income subsidiary based in
Pasadena. It is benchmarked against the Citigroup
High Yield Bond index.

It is managed by Mike Buchanan, head of Western's
high yield team, supported by another portfolio
manager and a team of analysts. The team is
unusually stable, with no departures in the past nine
years. Western's process is very team-driven and
the investment committee sets top-down macro
themes, which are then adapted to fit the various
mandates. This is less relevant for this fund, where
about 70% of the predicted tracking error and returns
comes from sector and security-specific positions
generated by the analysts and approved by
Buchanan. The portfolio is very similar to the Dublin-

domiciled Western US High Yield Fund managed by
the same team.

The fund underperformed its benchmark just after
Western took it over, due to the costs of reorganising
the portfolio. It then began to perform better.
However, it underperformed in the second half of
2007 and the first part of 2008. Most of this was due
to credit spreads widening when the fund was
overweight credit beta, particularly CCC names.
Some of the balance was due to credit impairment of
a few positions. It also suffered from sizeable
investor withdrawals, resulting in forced selling into
an illiquid market.

Despite this, the stable, experienced team and well-
constructed process enable the fund to achieve an
S&P A/V5 rating.
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Group: Legg Mason Investments is part of Legg
Mason, a global asset management firm with a
history stretching back to 1899 and listed on the
NYSE since 1983. After acquiring the asset
management division of Citigroup in December
2005, Legg Mason became the fifth-largest money
manager in the US.

Team: The global credit team of 19 is responsible
for high yield. It includes two portfolio managers, 14
analysts, two dedicated traders and a risk analyst.

Fund Manager: Michael Buchanan has 18 years'
portfolio management experience, most of which has

been focused on high yield credit. He joined Western
Asset Management in 2005.

Style: The fund objective is to outperform the
Citigroup High Yield Bond Index. The investment
style is driven by fundamental analysis of relative
value.

Performance: Over the five years to 29/02/2008,
the fund has returned 43.2%, compared with 38.9%
for the sector median and 55.6% for the index,
ranking 29/88.
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