Permal Alternative Income Strategy
2016 Annual Review

Permal Alternative Income Strategy (Premier Class USD, Accumulating) generated a gain of +5.3% in 2016 while the HFRU
Hedge Fund Composite USD Index gained +2.2%.
2016 Fund Performance vs. HFRU Composite USD Index1
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HFRU Composite USD Index

2.23%

1.40%

2.36%

Q1 2016 began with a continuation of last year’s market turmoil, as concerns of a US recession dominated headlines.
Additionally, fears surrounding decelerating worldwide growth – in China, in particular – and the impact on demand for
energy and other commodities drove prices lower across most global risk assets. The Fund held in well during the opening
six-week sell-off, even posting a positive return in January, as the Macro allocation generated strong performance
benefiting from long positioning in bonds and rates as the market turmoil caused safe haven flows into the asset class.
The Event Driven allocation also posted a positive first six weeks as many of the hard catalyst idiosyncratic deals in the
portfolio proved somewhat immune to the market’s direction. The US Credit allocation posted a small positive in January
as the manager was able to build out their short book early in the month with single-name CDS and CDX, both which
benefited as credit spreads widened. During the second half of the quarter, the tone reversed sharply amid additional
stimulus from the ECB as well as the Fed lowering its median projected expectation for the pace of further rate hikes. While
the reversal proved difficult for the Macro allocation as several of the trend-following models were whipsawed, the
Structured Credit allocation benefited from the improved environment for risk assets posting a strong month in March,
which carried into Q2 as RMBS securities advanced with credit spread narrowing from their peak in mid-February.
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Inception date: August 25, 2015. As of December 31, 2016. Premier Class USD Accumulating performance presented net of fees. Past performance is not a guide to future results. Source: Bloomberg.

YTD 2016 Performance Contribution by Strategy1
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In Q2 2016, the global economy showed signs of stabilization, providing a foundation for equity markets to register modest
gains despite heightened volatility around the UK Brexit vote in late June. The Fund posted three positive months, as the
Long/Short Credit and Structured Credit allocations benefited from the improved market conditions producing gains in
their long books, while the Macro and Event Driven allocations detracted marginally, giving back some of their Q1 gains.
The US-focused Credit manager generated positive performance in several long positions in credit instruments in the
energy and mining sectors that recovered along with oil prices. The Macro allocation, while slightly negative for the
quarter, posted a strong number in June, profiting from the market volatility around the Brexit vote and proving out the
thesis for its inclusion in the portfolio.
Early in Q3, risk assets extended the rally that began after the Brexit referendum vote, boosted by strong economic data,
better-than-expected corporate earnings results, and expectations that global central banks would continue to provide
monetary stimulus. Global corporate bonds performed admirably over the quarter as the Bloomberg US Corporate Bond
Index rose by 1.43%, while the BofA Merrill Lynch US High Yield Index generated 5.49%, benefiting from spreads tightening
beyond historical levels. With the spread tightening tailwind, the Fund posted three positive months once again fueled
by strong performance from the Long/Short Credit allocation, both in the US and Europe. Specifically, the European
Credit manager profited from several High Yield securities including a credit instrument in a French E&P company that
received an offer to buy a large stake from an Indonesian state oil company at a significant premium. Macro was the
lone negative strategy allocation for the quarter as long bond positioning based on multi-year trends suffered in the riskon environment.
In Q4 2016, markets were shaped by speculation and the result of the long-awaited outcome of the US Presidential
election. Markets responded dramatically to the Trump win, with a risk-on rally, increased dispersion and a sharp rotation
from growth to value and defensives to cyclicals. Credit markets held firm and spreads generally narrowed with riskier,
higher-yielding names outperforming. Government bond yields rose, however, especially in longer-dated issues, as
Central Banks in developed markets made their desire for steeper yield curves clear. The Structured Credit allocation
continued to contribute positively to the Fund’s performance building on an impressive year with positive returns in every
month but March. The portfolio benefited from continued favorable trading conditions in RMBS and from several themes
including a clean-up call CLO strategy, or sourcing 2.0 CLOs that are likely to be called at par. The Event Driven allocation
also capped off a strong year with a positive fourth quarter as several deals in the portfolio closed including the acquisition
of a prominent Social Networking company by a large blue chip Software & Services firm. Both of the Long/Short Credit
managers posted their third straight positive quarter, with the tailwind of credit spread tightening continuing to benefit
positions across its long book. In particular, the US-focused manager gained on positive developments in the restructuring
of a bankrupt coal credit. Lastly, after several months of suffering from the reversal in the long-term bullish trend in global
sovereign bonds and rates, the Macro manager provided robust gains in November and December on the heels of the
US election as long US dollar and long global equity index positioning drove returns.

Performance contribution is gross of fees. Past performance is not a guide to future results. See Important Information page for risks and performance disclosures.
Asset Allocation subject to change.
Source: EnTrustPermal.
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This document may contain confidential and private proprietary and/or legally privileged information. Any further distribution, copying or other use of any contents of the information
contained herein is prohibited.
Important Information: Past performance is not a guide to future results. The views expressed and information provided are as of the date given and are subject to change,
update, revision, verification and amendment, materially or otherwise, without notice, as market or other conditions change. Since these conditions can change frequently, there can
be no assurance that the trends described herein will continue or that any forecasts are accurate. Neither EnTrustPermal, its affiliates, nor any of EnTrustPermal or its affiliates'
respective advisers, members, directors, officers, partners, agents, representatives or employees or any other person (collectively “EnTrustPermal Entities”) is under any obligation
to update or keep current the information contained in this document.
Unless otherwise stated, performance for the funds listed is for Class A USD shares and reflects the reinvestment of dividends. Such performance information is net of fund level
fees and expenses, but not any sales charges which, if applicable, will reduce returns. Year to date performance is not annualized. Returns for other share classes may vary. Standard
indexes do not represent benchmarks but are listed to show the general trends in the markets covered by those indexes. There is no guarantee that the funds’ investment portfolio
will be similar to any index in composition or risk. Hedge fund indexes are included to reflect trends of various strategies in which the EnTrustPermal funds (the “Funds”) may invest.
An investor cannot invest directly in an index. Index performance does not reflect fees and expenses.
All investments are subject to Risk, including the loss of the principal amount invested. Risks also include, among others, leverage, options, derivatives, distressed securities, futures,
and short sales, and investments in illiquid, emerging and developed market securities or specific sectors. Fund of fund risks include dependence on the performance of underlying
managers, EnTrustPermal’s ability to allocate assets, and expenses incurred at the Fund and underlying portfolio fund levels. Exchange rate fluctuations may affect
returns. Diversification does not guarantee profit/protect against loss. Allocations and holdings are subject to change. There is no assurance that a Fund’s objective will be
attained. Performance may be volatile and the NAV may fluctuate.
This material is not intended for retail investors, as defined under applicable rules and statutes nor is it an offer or a solicitation to subscribe for any Fund and does not constitute a
recommendation regarding any securities of EnTrustPermal, of any Fund or vehicle managed by EnTrustPermal, or of any other issuer of securities. Sales of shares are made on
the basis of the offering circular only and cannot be offered in any jurisdiction in which such offer is not authorized. The Funds are not for public sale in the US or to US persons and
their sale is restricted in certain other jurisdictions. Following the implementation of the Alternative Investment Fund Managers Directive (“AIFMD”), non-UCITS funds may not be
marketed to prospective investors that are either domiciled or have a registered office in any EEA member state, unless the Fund is domiciled (i) in an EEA member state, has been
approved under the AIFMD and has obtained the relevant marketing passport, or (ii) outside the EEA and has complied with any necessary national private placement regime
requirements arising in the relevant EEA member state. For information on where the Funds are registered/passported please visit https://www.entrustpermal.com/Home/AIFMD.
There are restrictions on transferring shares. Investment in the Funds may not be suitable for all investors; investors should carefully consider risks and other information in the offering
circular and consult their professional advisers regarding suitability, legal, tax and economic consequences of an investment.
Charts, tables and graphs contained in this document are not intended to be used to assist the reader in determining which securities to buy or sell or when to buy or sell securities.
While the Fund is audited on an annual basis, the performance numbers are unaudited and include dividends reinvested.
No representation or warranty, express or implied, is given by or on behalf of EnTrustPermal Entities as to the accuracy, fairness, correctness or completeness of the information or
opinions contained in this document and no liability whatsoever (in negligence or otherwise) is accepted by EnTrustPermal Entities for any loss howsoever arising, directly or indirectly,
from any use of this document or its contents, or otherwise arising in connection therewith. This document contains information from third party sources.
EnTrustPermal may have arrangements with certain investors pursuant to which those investors receive additional portfolio information.
To UK investors: If issued in the UK by EnTrustPermal Ltd., this material may only be transmitted to persons reasonably believed by EnTrustPermal Ltd. that it is permitted to
communicate financial promotions related to the Fund or otherwise promote the Fund under the Financial Services and Markets Act 2000 (“FSMA 2000”) (Promotions of Collective
Investment Schemes)(Exemptions) Order 2001. EnTrustPermal Ltd. is authorized and regulated by the Financial Conduct Authority (“FCA”), including as an Alternative Investment
Fund Manager (“AIFM”) under AIFMD, authorization number 189330. If communicated by any other EnTrustPermal entity into the UK, this material may only be transmitted to persons
reasonably believed by that entity that it is permitted to communicate financial promotions pursuant to the FSMA 2000 (Financial Promotion) Order 2005. The Fund is not regulated
under the FSMA 2000, and is not available to retail investors. No protection is provided by the UK regulatory system and the benefits available under the UK Financial Services
Compensation Scheme do not apply. To French investors: This material may be issued in France by EnTrustPermal SAS or EnTrustPermal Ltd. EnTrustPermal SAS is a French
simplified joint-stock company, governed by French law, registered with the Paris Registry of Commerce and Companies, SIRET 532 384 195 00022. EnTrustPermal SAS is authorized
and regulated by the Autorité des marches financiers (the “AMF”) including as an AIFM under the AIFMD, authorization number GP-11000023. As discussed above, EnTrustPermal
Ltd. is authorized and regulated by the FCA. The investment products that may be described in this material have not been submitted to and have not been approved by the AMF or
any other regulatory authority in France. They are not authorized for sale in France. The information provided is not available for general distribution in France and is provided on the
explicit request of the potential investor. Any person who is in possession of this information is hereby notified that no action has or will be taken that allows the offer and marketing
of the shares/units in France. Accordingly, the shares/units may not be marketed, offered, sold or delivered in France and neither this information nor any offering material relating to
the shares/units may be distributed or made available in France. Persons who are resident in France and who purchase/subscribe to shares/units of the investment product will not
have the benefit of any protection from the French regulators or regulations. To Singapore investors: EnTrustPermal Singapore is a division of Legg Mason Asset Management
Singapore Pte. Limited (Registration Number (UEN): 200007942R). The offer or invitation of shares of each of Fund (the “Shares”), which is the subject of this document, does not
relate to a collective investment scheme which is authorized under Section 286 of the Securities and Futures Act, Chapter 289 of Singapore (the "SFA") or recognized under Section
287 of the SFA. The Funds are not authorized or recognized by the Monetary Authority of Singapore (the "MAS") and the Shares are not allowed to be offered to the retail public. This
document and any other document or material issued in connection with the offer or sale is not a prospectus as defined in the SFA. Accordingly, statutory liability under the SFA in
relation to the content of prospectuses would not apply. This document has not been registered as a prospectus with the MAS. Accordingly, this document and any other document
or material in connection with the offer or sale, or invitation for subscription or purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made
the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 304 of the SFA,
(ii) to a relevant person pursuant to Section 305(1), or any person pursuant to Section 305(2), and in accordance with the conditions specified in Section 305, of the SFA, or (iii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. To Hong Kong investors: Permal (Hong Kong) Limited is licensed by
the SFC for dealing in, and advising on, securities. To Dubai investors: This material has been distributed by EnTrustPermal Ltd.’s DIFC Branch which is regulated by the DFSA.
This information is only intended for Professional Clients as defined in the DFSA Rulebook; if you do not meet this definition you must not act upon this information. To US investors:
EnTrustPermal Securities LLC is a broker-dealer and member of FINRA and SIPC that through its registered representatives may introduce for compensation prospective investors
to investment vehicles or accounts managed by its investment advisory affiliates. EnTrustPermal Securities LLC does not maintain customer accounts or securities, nor does it clear
or execute any trades. To Australian investors: EnTrustPermal Ltd. has been granted an exemption from the requirement to hold an Australian Financial Services License under
the Australian Corporations Act 2001 in respect of the financial services provided to wholesale clients in Australia ("Exemption"). The Exemption was granted on condition that we
alert you to this and to the fact that EnTrustPermal Ltd. is regulated by the UK Financial Conduct Authority under applicable English laws which differs from Australian Laws and that
any offer or other documentation provided in the course of providing the financial services will be prepared in accordance with English regulatory requirements (and not Australian
laws). This material is not a prospectus or product disclosure statement under the Corporations Act 2001 (Cth) of Australia. Shares in the Fund may not be offered, issued, sold or
distributed in Australia other than by way of or pursuant to an offer or invitation that does not need disclosure to investors either under Part 7.9 or Part 6D.2 of the Corporations Act,
whether by reason of the investor being a wholesale client (as defined in section 761G of the Corporations Act and applicable regulations) or otherwise. Nothing in this material
constitutes an offer of Shares or financial product advice to a 'retail client' (as defined in section 761G of the Corporations Act and applicable regulations). To New Zealand investors:
This document is not a registered prospectus or an investment statement for the purposes of the Securities Act 1978 and does not contain all the information typically included in a
registered prospectus or investment statement. Shares in the Fund may only be offered to the public in New Zealand in accordance with the Securities Act 1978 and the Securities
Regulations 2009.
Copyright© EnTrustPermal 2017. All rights reserved. This material is proprietary and may not to be reproduced, transferred or distributed in any form without prior written permission
from EnTrustPermal. It is delivered on an “as is” basis without warranty or liability. All individual charts, graphs and other elements contained within the information are also copyrighted
works, which may be owned by a party other than EnTrustPermal. By accepting the information, you agree to abide by all applicable copyright and other laws, as well as any additional
copyright notices or restrictions contained in the information.
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