
Fund Highlights
Legg Mason Western Asset Asian Opportunities Fund

Local Asian Bonds:  
Where East meets Western
Asian bonds are growing into a core asset class for global investors, as the region has 
become the world’s fourth largest bond market. Asian fixed income markets are continuing 
to grow rapidly as Asian borrowers switch away from short-term bank loans towards 
longer term debt financing, providing more investment opportunities than ever before. In 
addition to the significant diversification benefits offered by the asset class, which includes 
government and corporate debt in various currencies, global investors can tap into the 
region’s potential for longer term currency appreciation. Economic fundamentals remain 
favourable with growth in Asian economies likely to substantially exceed that of Europe, 
Japan or the US in the years ahead.
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•	 Growing into a core asset class

Asian bond markets have gone through a significant 
transformation in recent years, both in terms of 
their overall size and the breadth of bonds offered. 
Asian bonds accounted for around 9% of the global 
government domestic bond market as of 31 March 
2010, but their representation in global bond indices is 
much smaller. 

•	 Currency Appreciation

Asian local currency bonds allow investors to benefit 
from gains in Asian currencies. Many experts believe 
that Asian currencies are still undervalued and are likely 
to strengthen over the medium term. 

•	 Significant Diversification Benefits

Asian bond markets have a relatively low correlation 
with Asian equities and an even lower correlation 
with other major developed bond markets, creating 
opportunities for diversification of risk in the context of 
a wider global asset portfolio. 

•	 Attractive Returns with Contained Volatility

The asset class offers investors a combination of 
attractive bond returns and potential currency gains 
from investment grade and higher yielding bond 
markets and around ten different currencies, with 
a relatively low level of risk compared to the riskier 
sectors of developed bond markets.

The Local Asian Bond Market is Growing Rapidly

Source: BIS Quarterly - September 10 publication, data as of 31 March 2010. ADB Asian Bond Monitor – October 
2010 Publication, data as of 30 June 2010.  
* The period covered for India is 1 January 2004 to 31 March 2010.
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High Returns with Contained Volatility

Why invest in the Legg Mason Western Asset Asian Opportunities Fund?

•	 Wide Range of Fixed Income Investments

Invests across a diverse range of currencies and investment sectors, including Asian corporates, 
sovereigns, quasi sovereigns, infrastructure financing bonds and currencies.

•	 Exposure to More Inaccessible Markets

Provides exposure to markets that are difficult to access for individual investors, including India and China 
in their local currencies.

•	 Experienced Investment Team

Highly experienced investment team consisting of portfolio managers and research analysts based 
in Asia, with significant depth in each country and fluent in six regional languages. Western has been 
managing Asian bond portfolios since 1994.

•	 Fundamental Country and Credit Analysis

The research process incorporates both fundamental country, sector and security analysis as well as an 
assessment of major global economic themes and market drivers. Focus on those markets, sectors and 
securities that it believes are undervalued based on its long-term fundamental investment outlook.

Legg Mason Western Asset Asian Opportunities Fund: Performance Returns

Key Fund Facts

Investment Aim
To maximise total return through income and capital 
appreciation by investing at least 70% of its Total Asset Value 
in debt securities issued by Asian issuers and in derivatives on 
Asian interest rates and currencies

Benchmark 
HSBC Asian Local Bond Overall Index (ALBI)

Annual Management Fee 
1.10%

ISIN 
IE00B2Q1FF07 (Class A Distribution)

Base Currency 
US Dollars

Source: Legg Mason, Morningstar. Performance for periods greater than one year is cumulative. NAV to NAV with 
gross income reinvested without initial charges but reflecting annual management fees, based in USD for Class 
A shares. For sector figures: Copyright © 2010, Morningstar, Inc. All Rights Reserved. Past performance is not 
indicative of future results. Performance to 30 September 2010.

Source: JPMorgan, HSBC, Bloomberg. Annualised performance from Sept 04 to Sept 10. Note: GBI-EM 
composite and subindices are in USD unhedged. JP Morgan Asia Credit Index was incepted on 30 Sept 05.
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So how does Western Asset do it?

Western Asset’s investment strategy is underpinned by three key factors: a focus on long-term 
investment; a bias towards those sectors and securities that it believes are undervalued or out-of-favour 
in the market; and the maintenance of a diversified range of strategies to avoid dependence on a single 
market anomaly or inefficiency.

Western Asset then carefully examines the following areas in which it thinks it can add value while 
controlling risk. These are:

• country selection 

• currency exposure

• duration and yield curve positioning

The manager aims to add value by rotating between and diversifying its investments across the different 
countries in the region (country selection). Decisions on currency exposure, meanwhile, are made by 
looking at the value of a currency against its own long-term fundamentals and other currencies. Duration 
exposure and yield curve positioning are managed through analysis of expected developments in interest 
rates and the monitoring of shifts in the relationship between short-, intermediate- and long-dated bonds. 
The manager can take exposure through various bond market sub-sectors, credit quality tiers, issuers 
and security types and aims to identify those bonds that are deemed undervalued and are likely to 
benefit from the macroeconomic and fundamental outlook (sector/issuer/security selection). 

Western has a dedicated risk management team that oversees risk management and incorporates it into 
the investment process. The manager uses a variety of reports to quantify portfolio risk across a variety 
of factors and scenarios.

• sector allocation

• issuer/security selection

Expected Sources of Alpha

Legg Mason Western Asset Asian Opportunities Fund:  
Country of Issue Breakdown

Source for all three charts:  Western Asset Management, 30 September 2010.
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Legg Mason Western Asset Asian Opportunities Fund:  
Currency Exposure

Taiwan 9.49%

Cash & Forex 3.06%

Malaysia 11.19%

Singapore 
12.09%

Thailand 
8.97%

Indonesia 
13.16%

China 10.23%

US 0.13%

India 1.88%

Sri Lanka 0.13%
Vietnam 0.27%

Qatar 0.42%
Philippines 3.39%

S. Korea 10.76%

Hong Kong 14.83%S. Korean Won 
18.16%

Hong Kong Dollar
1.23%US Dollar 

3.70%Philippines Peso 
4.86%

Thailand Baht
8.70%

Taiwan Dollar
8.90%

Indian Rupee
9.08%

Malaysian Ringgit
9.14%

Chinese Yuan
10.16%

Indonesian 
Rupiah 10.50%

Singapore
Dollar 16.36%

The Japanese Yen amount  (-0.97%) is a technical negative as the fund invests in 
derivatives.
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This is a sub-fund (Fund) of Legg Mason Global Funds plc, an umbrella fund with segregated liability between sub-funds, established as an open-
ended investment company with variable capital and incorporated with limited liability under the laws of Ireland with registered number 278601. 
It qualifies, and is authorised in Ireland by the Central Bank of Irelnd as an undertaking for collective investment in transferable securities and is a 
section 264 Scheme as recognised by the FSA.

This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up and 
investors may not get back the amounts originally invested. The value of investments and the income from them can be affected by changes in 
interest rates, in exchange rates, general market conditions, political, social and economic developments and other variable factors. Unlike a bank or 
building society account, your money is at risk. This Fund may invest in ‘non-investment grade’ bonds, which carry a higher degree of default risk than 
‘investment grade’ bonds. This Fund may invest in emerging markets that may be less liquid and may have less reliable custody arrangements than 
mature markets and may involve a higher degree of risk. This Fund may invest in certain types of financial derivative instruments (FDIs) for efficient 
portfolio management or investment purposes. These instruments may involve a higher degree of risk. Please refer to the Simplified Prospectus and 
Prospectus documentation, which describe the full objective and risk factors associated with this Fund.

This Fund is offered solely to non-US investors under the terms and conditions of the Fund’s current prospectus – please refer to the Simplified 
Prospectus and Prospectus documentation, which describe the full objective and risk factors associated with this Fund. Before investing you should 
carefully read the Prospectus. Copies of prospectuses, simplified prospectus, semi-annual and annual reports, if published, may be obtained at: PNC 
Global Investment Servicing (Europe) Limited, Riverside Two, Sir John Rogerson’s Quay, Grand Canal Dock, Dublin 2, Ireland.

This document is for use by Professional Clients and Eligible Counterparties. It is not aimed at, or for use by, Retail Clients. This information has 
been prepared from sources believed reliable but is not guaranteed by Legg Mason Investments (Europe) Limited and is not a complete summary 
or statement of all available data. Opinions expressed are subject to change without notice and do not take into account the particular investment 
objectives, financial situation or needs of individual investors.

Issued and approved by Legg Mason Investments (Europe) Limited, registered office 75 King William Street, London, EC4N 7BE. Registered in 
England and Wales, Company No. 1732037. Authorised and regulated by the Financial Services Authority. Client Services +44 (0)20 7070 7444.
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