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Our base-case investment thesis is coming closer to fruition as the US economy remains resilient, 
with a moderate slowdown expected that should avoid a recession. This aligns with the ongoing 
trend of global disinflation, which continues to progress. Together, these developments set the stage 
for further central bank rate cuts later this year. The upcoming US presidential election adds more un-
certainty to the global outlook, with market impacts hinging on the outcome. Despite tight spreads 
in various credit sectors, robust fundamentals suggest potential stability. Given this environment, our 
emphasis is on maintaining exposure to sectors offering attractive relative value. Consequently, we 
currently favor higher-quality high-yield bonds, bank loans and local currency EM debt.

Global Economic Outlook

	� Global disinflation is ongoing, with developed market (DM) central banks easing monetary 
policy to normalize interest rates. We believe this shift provides a favorable environment for 
fixed-income investors.

	� Following a period of policy tightening, emerging market (EM) central banks have now begun 
easing, providing a constructive backdrop for local yields. We anticipate this trend will continue, 
benefiting EM local currency bonds as inflationary pressures abate.

	� In the eurozone, industrial production is expected to remain weak, and service inflation is likely to 
decline, leading to further European Central Bank rate cuts and potentially better performance for 
5- and 10-year German government bonds. In the UK, we expect the Bank of England to cut another 
25 bps in November, and likely cut further at consecutive meetings thereafter.

	� China’s recent comprehensive support package aims to stabilize growth, but deeper secular 
and cyclical headwinds like demographics and housing remain unaddressed, suggesting only a 
moderate impact on long-term growth.

	� In Australia, the loosening job market has seen wage growth turn and the improved labor balance 
should give the Reserve Bank of Australia some scope to ease policy by mid-2025.

	� Japan’s structural labor shortages and demographic challenges are likely to persist, driving continued 
wage growth and inflation, which should see the Bank of Japan continue to tighten policy.
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US Economic Outlook

	� US inflation is approaching the Federal Reserve’s (Fed) 2% target, with recent data showing a 
significant decline in goods inflation and a gradual easing in service sector inflation.

	� The unemployment rate is trending higher primarily due to an expansion in the labor force rather 
than an increase in layoffs, suggesting a soft-landing scenario is more likely than a recession.

	� The Fed has room to cut rates further as inflation continues its decline—and if the economy starts to 
stumble or if unforeseen events create more volatility and economic headwinds.

	� The US dollar has weakened modestly, which will have implications for trade balances and the 
competitiveness of US exports in global markets. This can potentially improve the US trade balance by 
increasing export volumes.

2024 US Presidential Election Outlook

	� Despite betting odds and market expectations, the outcome of the US presidential election remains 
very uncertain, making it difficult to build portfolios contingent on a specific result.

	� Both presidential candidates are likely to pursue agendas that lead to further fiscal expansion.

	� The major differences between the candidates lie in their approaches to regulation and tax policy, 
with Trump favoring deregulation and Harris favoring more regulation.

	� Both candidates have used tariffs, but Trump is expected to be more aggressive with them. The 
president has the authority to issue tariffs unilaterally if imports are deemed a threat to national 
security, which could impact markets regardless of the election outcome.

Investment Themes

	� Overall Risk Assets: Despite tight spreads, we are maintaining exposure to spread sectors for 
their income carry advantage, supported by strong fundamentals and a favorable central bank 
policy environment.

	� Credit Sectors: We are focusing on higher-quality investments within credit sectors to build 
resilient portfolios, given the strong fundamental backdrop and potential for unforeseen 
economic headwinds.

	� Investment-Grade Credit: Fundamentals remain supportive with positive revenue growth and 
low leverage, making investment-grade credit attractive despite tight spreads. We are selectively 
trimming exposure but maintaining a focus on quality.

	� High-Yield Credit: The high-yield market is benefiting from low default rates and strong 
fundamentals, particularly in higher-quality segments. We are migrating toward higher-quality high-
yield bonds to mitigate risks.

	� Structured Products: US agency mortgages are favored due to limited supply and attractive spreads 
relative to high-quality, short-dated corporate bonds. We are also increasing exposure to commercial 
real estate, particularly in sectors like retail and industrial, while being cautious with office properties.

	� EM Debt: EM local yields are expected to continue rallying as EM central banks ease policy. We 
see value in local EM debt in the larger EM economies and are also exploring opportunities in 
frontier markets.

	� Geopolitical and Economic Risks: Current events such as Middle East tensions and the US 
dockworkers strike are being closely monitored for potential inflationary impacts.



4Q24 Market & Strategy Update

3Western Asset Webcast Summary October 2, 2024

© Western Asset Management Company, LLC 2024. 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 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 subscrip-
tions 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 repre-
sentative 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 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 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.

Q&A Highlights

	� Oil prices are uncertain due to conflicting signals from the Saudis’ stance on not defending higher 
prices and the inflationary impact of Middle East tensions; we prefer investing in companies with lower 
production costs to mitigate risks.

	� The US dockworkers strike is inflationary, and its impact depends on how long it lasts; we are closely 
monitoring the situation to understand its potential economic effects.

	� We are maintaining sector exposure for the carry advantage, supported by a strong fundamental 
backdrop, which we believe will keep spreads relatively anchored despite their tight levels.

	� Overall, our investment concerns include the rapid growth and potential stress in private credit, and the 
bifurcated office real estate market, which requires selectivity and a focus on higher-quality properties to 
find opportunities amid potential high-profile stress pockets.  


