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Your insurance company may no longer send you paper copies of the fund’s shareholder reports by mail, unless you specifically request paper copies 
of the reports from the insurance company. Instead, the shareholder reports will be made available on a website, and you will be notified by mail 
each time a report is posted and provided with a website link to access the report. Instructions for requesting paper copies will be provided by your 
insurance company. 

If you already elected to receive shareholder reports electronically, you will not be affected by this change and you need not take any action. If your 
insurance company offers electronic delivery, you may elect to receive shareholder reports and other communications from them electronically by 
following the instructions provided by the insurance company.  

You may elect to receive all future reports in paper free of charge. You can inform the insurance company that you wish to continue receiving paper 
copies of shareholder reports by following the instructions provided by them. Your election will apply to all funds available under your contract with 
the insurance company. 

Shares of the fund are offered only to insurance company separate accounts that fund certain variable 
annuity and variable life insurance contracts and to qualified retirement and pension plans. This 
Prospectus should be read together with the prospectuses for those contracts and information for those 
plans. 
The Securities and Exchange Commission has not approved or disapproved these securities or determined 
whether this Prospectus is accurate or complete. Any statement to the contrary is a crime. 

INVESTMENT PRODUCTS: NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE 
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  Investment objective 
The fund seeks to maximize total return.  
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 Fees and expenses of the fund 
The accompanying table describes the fees and expenses that you may pay if you buy, hold and sell 
shares of the fund. The fee table and expense example do not reflect expenses incurred from 
investing through a separate account or qualified plan and do not reflect variable annuity or life 
insurance contract charges. If they did, the overall fees and expenses would be higher than those 
shown. Detailed information about the cost of investing in this fund through a separate account or 
qualified plan is presented in the contract prospectus through which the fund’s shares are offered 
to you or in the information provided by your plan.  

Shareholder fees 
(fees paid directly from your investment) 

   Class I  Class II 

Maximum sales charge (load) imposed on purchases N/A N/A 

Maximum deferred sales charge (load) N/A N/A 
    

 Annual fund operating expenses (%) 
(expenses that you pay each year as a percentage of the value of your investment) 

   Class I  Class II 

Management fees 0.70 0.70 

Distribution and/or service (12b-1) fees None 0.25 

Other expenses 0.14 0.15 

Acquired fund fees and expenses 0.01 0.01 

Total annual fund operating expenses 0.85 1.11 

Example  
This example is intended to help you compare the cost of investing in the fund with the cost of 
investing in other mutual funds. The example does not include expenses incurred from investing 
through a separate account or qualified plan and does not reflect variable annuity and variable life 
contract charges. If the example included these expenses, the figures shown would be higher. The 
example assumes: 

• You invest $10,000 in the fund for the time periods indicated  

• Your investment has a 5% return each year and the fund’s operating expenses remain the same 
(except that any applicable fee waiver or expense reimbursement is reflected only through its 
expiration date) 

• You reinvest all distributions and dividends without a sales charge  

 Although your actual costs may be higher or lower, based on these assumptions your costs would 
be:  

  Number of years you own your 
shares ($)             
                1 year 3 years 5 years 10 years
Class I (with or without redemption at end of period)     87 271 471 1,048 
Class II (with or without redemption at end of period)     113 353 612 1,353 
 
Portfolio turnover. The fund pays transaction costs, such as commissions, when it buys and sells 
securities (or “turns over” its portfolio). A higher portfolio turnover rate may indicate higher 
transaction costs. These costs, which are not reflected in annual fund operating expenses or in the 
example, affect the fund’s performance. During the most recent fiscal year, the fund’s portfolio 
turnover rate was 98% of the average value of its portfolio. 
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 Principal investment strategies  
The fund invests primarily in high yield fixed income securities issued by U.S. and foreign companies and foreign governments and their agencies and 
instrumentalities. Under normal market conditions, the fund invests at least 80% of its assets in high yield bonds. High yield bonds are rated below 
investment grade (that is, securities rated below the Baa/BBB categories), or, if unrated, determined to be of comparable credit quality by the 
subadviser and are commonly known as “high yield” or “junk” bonds.  

Under normal circumstances, the fund will be invested in at least three countries (one of which may be the United States).  

The fund may invest without limit in foreign securities denominated either in U.S. dollars or foreign currencies and may invest up to 35% of its assets 
in sovereign debt issued by emerging market governmental issuers.  

The fund’s investments may be of any maturity or duration.  

Instead of, and/or in addition to, investing directly in particular securities, the fund may use instruments such as derivatives, including options, 
swaps, interest rate swaps, credit default swaps (including buying and selling credit default swaps and options on credit default swaps), foreign 
currency futures, forwards and options, futures contracts and other synthetic instruments that are intended to provide economic exposure to the 
securities or the issuer or to be used as a hedging technique. The fund may use one or more types of these instruments without limit. For additional 
information regarding derivatives, see “More on the fund’s investment strategies, investments and risks—Derivatives” in the Prospectus. These 
instruments are taken into account when determining compliance with the fund’s 80% policy.  

The fund may also engage in a variety of transactions using derivatives in order to change the investment characteristics of its portfolio (such as 
shortening or lengthening duration) and for other purposes.  

 Principal risks 
Risk is inherent in all investing. The value of your investment in the fund, as well as the amount of return you receive on your investment, may 
fluctuate significantly. You may lose part or all of your investment in the fund or your investment may not perform as well as other similar 
investments. An investment in the fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or by any bank or government 
agency. The following is a summary description of certain risks of investing in the fund.  

Market and interest rate risk. The market prices of the fund’s securities may go up or down, sometimes rapidly or unpredictably, due to general 
market conditions, such as real or perceived adverse economic or political conditions, tariffs and trade disruptions, inflation, changes in interest 
rates, lack of liquidity in the bond markets or adverse investor sentiment. If the market prices of the fund’s securities fall, the value of your 
investment will decline. The value of your investment will generally go down when interest rates rise. A rise in rates tends to have a greater impact 
on the prices of longer term or duration securities. A general rise in interest rates may cause investors to move out of fixed income securities on a 
large scale, which could adversely affect the price and liquidity of fixed income securities and could also result in increased redemptions from the 
fund.  

The maturity of a security may be significantly longer than its duration. A security’s maturity and other features may be more relevant than its 
duration in determining the security’s sensitivity to other factors affecting the issuer or markets generally such as changes in credit quality or in the 
yield premium that the market may establish for certain types of securities. 

Market events risk. The market values of securities or other assets will fluctuate, sometimes sharply and unpredictably, due to changes in general 
market conditions, overall economic trends or events, governmental actions or intervention, actions taken by the U.S. Federal Reserve or foreign 
central banks, market disruptions caused by trade disputes or other factors, political developments, investor sentiment, the global and domestic 
effects of a pandemic, and other factors that may or may not be related to the issuer of the security or other asset. Economies and financial markets 
throughout the world are increasingly interconnected. Economic, financial or political events, trading and tariff arrangements, public health events, 
terrorism, natural disasters and other circumstances in one country or region could have profound impacts on global economies or markets. As a 
result, whether or not the fund invests in securities of issuers located in or with significant exposure to the countries directly affected, the value and 
liquidity of the fund’s investments may be negatively affected. 

The rapid and global spread of a highly contagious novel coronavirus respiratory disease, designated COVID-19, has resulted in extreme volatility in 
the financial markets and severe losses; reduced liquidity of many instruments; restrictions on international and, in some cases, local travel; 
significant disruptions to business operations (including business closures); strained healthcare systems; disruptions to supply chains, consumer 
demand and employee availability; and widespread uncertainty regarding the duration and long-term effects of this pandemic. Some sectors of the 
economy and individual issuers have experienced particularly large losses. In addition, the COVID-19 pandemic may result in a sustained domestic or 
even global economic downturn or recession, domestic and foreign political and social instability, damage to diplomatic and international trade 
relations and increased volatility and/or decreased liquidity in the securities markets.  Developing or emerging market countries may be more 
impacted by the COVID-19 pandemic as they may have less established health care systems and may be less able to control or mitigate the effects of 
the pandemic. The impact of the COVID-19 pandemic may last for an extended period of time. The ultimate economic fallout from the pandemic, and 
the long-term impact on economies, markets, industries and individual issuers, are not known. The U.S. government and the Federal Reserve, as well 
as certain foreign governments and central banks, are taking extraordinary actions to support local and global economies and the financial markets in 
response to the COVID-19 pandemic, including by pushing interest rates to very low levels. This and other government intervention into the economy 
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and financial markets to address the COVID-19 pandemic may not work as intended, particularly if the efforts are perceived by investors as being 
unlikely to achieve the desired results. Government actions to mitigate the economic impact of the pandemic have resulted in a large expansion of 
government deficits and debt, the long term consequences of which are not known. The COVID-19 pandemic could adversely affect the value and 
liquidity of the fund’s investments, impair the fund’s ability to satisfy redemption requests, and negatively impact the fund’s performance. In addition, 
the outbreak of COVID-19, and measures taken to mitigate its effects, could result in disruptions to the services provided to the fund by its service 
providers. 

LIBOR risk. The fund’s investments, payment obligations, and financing terms may be based on floating rates, such as the London Interbank Offered 
Rate, or “LIBOR,” which is the offered rate for short-term Eurodollar deposits between major international banks. In 2017, the head of the UK 
Financial Conduct Authority (“FCA”) announced a desire to phase out the use of LIBOR by the end of 2021. The FCA and LIBOR’s administrator, ICE 
Benchmark Administration (“IBA”), have announced that most LIBOR rates will no longer be published after the end of 2021 and a majority of U.S. 
dollar LIBOR rates will no longer by published after June 30, 2023.  It is possible that the FCA may compel the IBA to publish a subset of LIBOR 
settings after these dates on a “synthetic” basis, but any such publications would be considered non-representative of the underlying market. There 
remains uncertainty regarding the nature of any replacement rate and the impact of the transition from LIBOR on the fund’s transactions and the 
financial markets generally. As such, the potential effect of a transition away from LIBOR on the fund or the fund’s investments cannot yet be 
determined. 

Credit risk. If an issuer or guarantor of a security held by the fund or a counterparty to a financial contract with the fund defaults or its credit is 
downgraded, or is perceived to be less creditworthy, or if the value of the assets underlying a security declines, the value of your investment will 
typically decline. Changes in actual or perceived creditworthiness may occur quickly.  The fund could be delayed or hindered in its enforcement of 
rights against an issuer, guarantor or counterparty. Subordinated securities are more likely to suffer a credit loss than non-subordinated securities of 
the same issuer and will be disproportionately affected by a default, downgrade or perceived decline in creditworthiness.   

High yield (“junk”) bonds risk. High yield bonds are generally subject to greater credit risks than higher-grade bonds, including the risk of default 
on the payment of interest or principal. High yield bonds are considered speculative, typically have lower liquidity and are more difficult to value than 
higher grade bonds. High yield bonds tend to be volatile and more susceptible to adverse events, credit downgrades and negative sentiments and 
may be difficult to sell at a desired price, or at all, during periods of uncertainty or market turmoil. 

Derivatives risk. Using derivatives can increase fund losses and reduce opportunities for gains when market prices, interest rates, currencies, or the 
derivatives themselves behave in a way not anticipated by the fund. Using derivatives also can have a leveraging effect and increase fund volatility. 
Certain derivatives have the potential for unlimited loss, regardless of the size of the initial investment. Derivatives may not be available at the time 
or price desired, may be difficult to sell, unwind or value, and the counterparty may default on its obligations to the fund. Derivatives are generally 
subject to the risks applicable to the assets, rates, indices or other indicators underlying the derivative. The value of a derivative may fluctuate more 
than the underlying assets, rates, indices or other indicators to which it relates. Use of derivatives may have different tax consequences for the fund 
than an investment in the underlying security, and those differences may affect the amount, timing and character of income distributed to 
shareholders. The U.S. government and foreign governments are in the process of adopting and implementing regulations governing derivatives 
markets, including mandatory clearing of certain derivatives, margin and reporting requirements. The ultimate impact of the regulations remains 
unclear. Additional regulation of derivatives may make derivatives more costly, limit their availability or utility, otherwise adversely affect their 
performance or disrupt markets.  
Credit default swap contracts involve heightened risks and may result in losses to the fund. Credit default swaps may be illiquid and difficult to 
value. When the fund sells credit protection via a credit default swap, credit risk increases since the fund has exposure to both the issuer whose 
credit is the subject of the swap and the counterparty to the swap.  

Leverage risk. The value of your investment may be more volatile if the fund borrows or uses instruments, such as derivatives, that have a 
leveraging effect on the fund’s portfolio. Other risks described in the Prospectus also will be compounded because leverage generally magnifies the 
effect of a change in the value of an asset and creates a risk of loss of value on a larger pool of assets than the fund would otherwise have had. The 
fund may also have to sell assets at inopportune times to satisfy its obligations created by the use of leverage or derivatives. The use of leverage is 
considered to be a speculative investment practice and may result in the loss of a substantial amount, and possibly all, of the fund’s assets. In 
addition, the fund’s portfolio will be leveraged if it exercises its right to delay payment on a redemption, and losses will result if the value of the 
fund’s assets declines between the time a redemption request is deemed to be received by the fund and the time the fund liquidates assets to meet 
redemption requests. 

Illiquidity risk. Some assets held by the fund may be or become impossible or difficult to sell and some assets that the fund wants to invest in may 
be impossible or difficult to purchase, particularly during times of market turmoil or due to adverse changes in the conditions of a particular issuer. 
These illiquid assets may also be difficult to value. Markets may become illiquid when, for instance, there are few, if any, interested buyers or sellers 
or when dealers are unwilling or unable to make a market for certain securities. As a general matter, dealers recently have been less willing to make 
markets for fixed income securities. Recent federal banking regulations may also cause certain dealers to reduce their inventories of certain 
securities, which may further decrease the fund’s ability to buy or sell such securities.  During times of market turmoil, there have been, and may be, 
no buyers or sellers for securities in entire asset classes. If the fund is forced to sell an illiquid asset to meet redemption requests or other cash 
needs, the fund may be forced to sell at a substantial loss or may not be able to sell at all. The fund may not receive its proceeds from the sale of 
certain securities for an extended period (for example, several weeks or even longer).  
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Foreign investments and emerging markets risk. The fund’s investments in securities of foreign issuers or issuers with significant exposure to 
foreign markets involve additional risk as compared to investments in U.S. securities or issuers with predominantly domestic exposure, such as less 
liquid, less transparent, less regulated and more volatile markets. The value of the fund’s investments may decline because of factors affecting the 
particular issuer as well as foreign markets and issuers generally, such as unfavorable or unsuccessful government actions, reduction of government 
or central bank support, inadequate accounting standards, lack of information and political, economic, financial or social instability. To the extent the 
fund focuses its investments in a single country or only a few countries in a particular geographic region, economic, political, regulatory or other 
conditions affecting such country or region may have a greater impact on fund performance relative to a more geographically diversified fund.  

The value of investments in securities denominated in foreign currencies increases or decreases as the rates of exchange between those currencies 
and the U.S. dollar change. Currency conversion costs and currency fluctuations could erase investment gains or add to investment losses. Currency 
exchange rates can be volatile, and are affected by factors such as general economic conditions, the actions of the U.S. and foreign governments or 
central banks, the imposition of currency controls and speculation. The fund may be unable or may choose not to hedge its foreign currency exposure.  

Less developed markets are more likely to experience problems with the clearing and settling of trades and the holding of securities by local banks, 
agents and depositories. Settlement of trades in these markets can take longer than in other markets and the fund may not receive its proceeds from 
the sale of certain securities for an extended period (possibly several weeks or even longer). 

The risks of foreign investments are heightened when investing in issuers in emerging market countries. Emerging market countries tend to have 
economic, political and legal systems that are less developed and are less stable than those of more developed countries. Their economies tend to 
be less diversified than those of more developed countries. They typically have fewer medical and economic resources than more developed 
countries, and thus they may be less able to control or mitigate the effects of a pandemic. They are often particularly sensitive to market movements 
because their market prices tend to reflect speculative expectations. Low trading volumes may result in a lack of liquidity and in extreme price 
volatility.  

Sovereign debt risk. Sovereign government and supranational debt involve many of the risks of foreign and emerging markets investments as well 
as the risk of debt moratorium, repudiation or renegotiation, and the fund may be unable to enforce its rights against the issuers. Sovereign debt risk 
is increased for emerging market issuers. 

Valuation risk. The sales price the fund could receive for any particular portfolio investment may differ from the fund’s valuation of the investment, 
particularly for securities that trade in thin or volatile markets or that are valued using a fair value methodology. These differences may increase 
significantly and affect fund investments more broadly during periods of market volatility. Investors who purchase or redeem fund shares on days 
when the fund is holding fair-valued securities may receive fewer or more shares or lower or higher redemption proceeds than they would have 
received if the fund had not fair-valued securities or had used a different valuation methodology. The fund’s ability to value its investments may be 
impacted by technological issues and/or errors by pricing services or other third party service providers. The valuation of the fund’s investments 
involves subjective judgment. 

Prepayment or call risk. Many issuers have a right to prepay their fixed income securities. Issuers may be more likely to prepay their securities if 
interest rates fall. If this happens, the fund will not benefit from the rise in the market price of the securities that normally accompanies a decline in 
interest rates, and will be forced to reinvest prepayment proceeds at a time when yields on securities available in the market are lower than the yield 
on prepaid securities. The fund may also lose any premium it paid to purchase the securities. 

Extension risk. When interest rates rise, repayments of fixed income securities, particularly asset- and mortgage-backed securities, may occur more 
slowly than anticipated, extending the effective duration of these fixed income securities at below market interest rates and causing their market 
prices to decline more than they would have declined due to the rise in interest rates alone. This may cause the fund’s share price to be more 
volatile. 

Risk of investing in fewer issuers. To the extent the fund invests its assets in a small number of issuers, or in issuers in related businesses or that 
are subject to related operating risks, the fund will be more susceptible to negative events affecting those issuers. 

Portfolio management risk. The value of your investment may decrease if the subadvisers' judgment about the quality, relative yield, value or 
market trends affecting a particular security, industry, sector or region, or about interest rates, is incorrect or does not produce the desired results, or 
if there are imperfections, errors or limitations in the models, tools and data used by the subadvisers. In addition, the fund’s investment strategies or 
policies may change from time to time. Those changes may not lead to the results intended by the subadvisers and could have an adverse effect on 
the value or performance of the fund.  

Redemption risk. The fund may experience heavy redemptions that could cause the fund to liquidate its assets at inopportune times or unfavorable 
prices or increase or accelerate taxable gains or transaction costs and may negatively affect the fund’s NAV, performance, or ability to satisfy 
redemptions in a timely manner, which could cause the value of your investment to decline. 

Cybersecurity risk. Cybersecurity incidents, both intentional and unintentional, may allow an unauthorized party to gain access to fund assets, fund 
or customer data (including private shareholder information), or proprietary information, cause the fund, the manager, the subadvisers and/or their 
service providers (including, but not limited to, fund accountants, custodians, sub-custodians, transfer agents and financial intermediaries) to suffer 
data breaches, data corruption or loss of operational functionality or prevent fund investors from purchasing, redeeming or exchanging shares or 
receiving distributions. The fund, the manager, and the subadvisers have limited ability to prevent or mitigate cybersecurity incidents affecting third 
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party service providers, and such third party service providers may have limited indemnification obligations to the fund or the manager. Cybersecurity 
incidents may result in financial losses to the fund and its shareholders, and substantial costs may be incurred in order to prevent any future 
cybersecurity incidents. Issuers of securities in which the fund invests are also subject to cybersecurity risks, and the value of these securities could 
decline if the issuers experience cybersecurity incidents. 

These and other risks are discussed in more detail in the Prospectus or in the Statement of Additional Information.  
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 Performance  
The accompanying bar chart and table provide some indication of the risks of investing in the fund. The bar chart shows changes in the fund’s 
performance from year to year of Class I shares. The table shows the average annual total returns of each class of the fund and also compares the 
fund’s performance with the average annual total returns of an index or other benchmark. Performance for classes other than those shown may vary 
from the performance shown to the extent the expenses for those classes differ. The fund makes updated performance information, including its 
current net asset value, available at www.leggmason.com/variablefunds (select fund and share class), or by calling the fund at 1-877-721-1926.  

The fund’s past performance is not necessarily an indication of how the fund will perform in the future.  

Fees paid by the separate accounts or qualified plans through which shares of the fund are sold are not reflected in the accompanying bar chart and 
table. If they were, the returns would be lower than those shown. Please refer to the separate account prospectus or information provided by your 
qualified plan for a description of the expenses associated with the account or plan.  
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Calendar Years ended December 31 
 

 

Best Quarter (06/30/2020): 10.59    Worst Quarter (03/31/2020): (11.94) 
 
 
Average annual total returns (%) 
(for periods ended December 31, 2020)            
    1 year   5 years  10 years 
Class I  7.32  8.18  5.82 
Class II  7.12  7.92  5.56 
Bloomberg Barclays Global High Yield Index (Hedged) (reflects no deduction for fees, expenses or taxes)  5.73  7.88  6.95 
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 Management 
Investment manager: Legg Mason Partners Fund Advisor, LLC (“LMPFA”) 

Subadvisers: Western Asset Management Company, LLC (“Western Asset”), Western Asset Management Company Limited in London (“Western 
Asset London”), and Western Asset Management Company Pte. Ltd. in Singapore (“Western Asset Singapore”). References to the “subadviser” 
include each applicable subadviser. 

On July 31, 2020, Franklin Resources, Inc. (“Franklin Resources”) acquired Legg Mason, Inc. (“Legg Mason”) in an all-cash transaction. As a result of 
the transaction, LMPFA and the subadviser(s) became indirect, wholly-owned subsidiaries of Franklin Resources.  Under the Investment Company Act 
of 1940, as amended (the “1940 Act”), consummation of the transaction automatically terminated the management and subadvisory agreements that 
were in place for the fund prior to the transaction. The fund’s manager and subadviser(s) continue to provide uninterrupted services with respect to 
the fund pursuant to new management and subadvisory agreements that were approved by fund shareholders. 

Investment professionals: Primary responsibility for the day-to-day management of the fund lies with the following investment professionals. 
These investment professionals, all of whom are employed by Western Asset, work together with a broader investment management team. 

Investment professional Title Investment professional of the fund since 

S. Kenneth Leech Chief Investment Officer  2006 

Michael C. Buchanan Deputy Chief Investment Officer 2006 

Ian R. Edmonds Portfolio Manager 2012 

Walter E. Kilcullen Portfolio Manager 2012 

Christopher F. Kilpatrick Portfolio Manager 2017 
 

 Purchase and sale of fund shares 
Shares of the fund may only be purchased or redeemed through variable annuity contracts and variable life insurance policies offered by the separate 
accounts of participating life insurance companies or through eligible pension or other qualified plans. Shares of the fund may be purchased and 
redeemed each day the New York Stock Exchange is open, at the fund’s net asset value determined after receipt of a request in good order.  

The fund does not have any initial or subsequent investment minimums. However, your insurance company, pension plan or retirement plan may 
impose investment minimums.  

 Tax information 
Distributions made by the fund to an insurance company separate account, and exchanges and redemptions of fund shares made by a separate 
account, ordinarily do not cause the corresponding contract holder to recognize income or gain for federal income tax purposes. See the 
accompanying contract prospectus for information regarding the federal income tax treatment of the distributions to separate accounts and the 
holders of the contracts. 

 Payments to broker/dealers and other financial intermediaries  
The fund’s related companies pay Service Agents for the sale of fund shares, shareholder services and other purposes."Service Agents" include 
banks, brokers, dealers, insurance companies, investment advisers, financial consultants or advisers, mutual fund supermarkets and other financial 
intermediaries. These payments create a conflict of interest by influencing your Service Agent or its employees or associated persons to recommend 
the fund over another investment. Ask your financial adviser or salesperson or visit your Service Agent’s or salesperson’s website for more 
information.  
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 More on the fund's investment strategies, investments and risks  

Important information  
The fund seeks to maximize total return.  

The fund’s investment objective may be changed by the Board of Trustees (the “Board”) without shareholder approval and on notice to shareholders.  

There is no assurance that the fund will meet its investment objective.  

Under normal market conditions, the fund invests at least 80% of its assets in high yield bonds.  

The fund’s 80% investment policy may be changed by the Board without shareholder approval upon 60 days’ prior notice to shareholders.  

Under normal circumstances, the fund will be invested in at least three countries (one of which may be the United States). The fund may invest 
without limit in foreign securities denominated either in U.S. dollars or foreign currencies and may invest up to 35% of its assets in sovereign debt 
issued by emerging market governmental issuers.  

The fund’s investment strategies and policies may be changed from time to time without shareholder approval, unless specifically stated otherwise 
in this Prospectus or in the Statement of Additional Information (“SAI”). 

Maturity and duration  
The fund may invest in securities of any maturity. The maturity of a fixed income security is a measure of the time remaining until the final payment 
on the security is due. The fund's investments may be of any duration.  

Effective duration seeks to measure the expected sensitivity of market price to changes in interest rates, taking into account the anticipated effects 
of particular features of a security (for example, some bonds can be prepaid by the issuer). The assumptions that are made about a security’s 
features and options when calculating effective duration may prove to be incorrect. As a result, investors should be aware that effective duration is 
not an exact measurement and may not reliably predict a security’s price sensitivity to changes in yield or interest rates. 

Generally, the longer a fund’s effective duration, the more sensitive it will be to changes in interest rates. For example, if interest rates rise by 1%, a 
fund with a two-year effective duration would expect the value of its portfolio to decrease by 2% and a fund with a ten-year effective duration would 
expect the value of its portfolio to decrease by 10%, all other factors being equal. 

The maturity of a security may be significantly longer than its effective duration. A security’s maturity may be more relevant than its effective 
duration in determining the security’s sensitivity to other factors such as changes in credit quality or in the difference in yield between U.S. 
Treasuries and certain other types of securities. 

Credit quality  
Under normal circumstances, the fund invests at least 80% of its assets in high yield bonds rated below investment grade (that is, securities rated 
below the Baa/BBB categories, or, if unrated, determined to be of comparable credit quality by the subadviser).   Securities rated below investment 
grade are commonly referred to as “junk” bonds or “high yield securities.” High yield bonds are those rated below investment grade (that is, 
securities rated below the Baa/BBB categories) or, if unrated, determined to be of comparable credit quality by the subadviser. If a security is rated 
by multiple nationally recognized statistical rating organizations ("NRSROs") and receives different ratings, the fund will treat the security as being 
rated in the lowest rating category received from an NRSRO. Rating categories may include sub-categories or gradations indicating relative standing.  

Derivatives  
The fund may engage in a variety of transactions using derivatives, such as futures, options, interest rate swaps and other swaps (including buying 
and selling credit default swaps and options on credit default swaps), foreign currency futures, forwards, warrants and other synthetic instruments. 
Derivatives are financial instruments whose value depends upon, or is derived from, the value of something else, such as one or more underlying 
investments, indexes or currencies. Derivatives may be used by the fund for any of the following purposes:  

• As a hedging technique in an attempt to manage risk in the fund’s portfolio  
• As a substitute for buying or selling securities    
• As a means of changing investment characteristics of the fund’s portfolio  
• As a cash flow management technique  
• As a means of attempting to enhance returns  
• As a means of providing additional exposure to types of investments or market factors  

The fund from time to time may sell protection on debt securities by entering into credit default swaps. In these transactions, the fund is generally 
required to pay the par (or other agreed-upon) value of a referenced debt security to the counterparty in the event of a default on or downgrade of the 
debt security and/or a similar credit event. In return, the fund receives from the counterparty a periodic stream of payments over the term of the 
contract. If no default occurs, the fund keeps the stream of payments and has no payment obligations. As the seller, the fund would effectively add 
leverage to its portfolio because, in addition to its net assets, the fund would be subject to loss on the par (or other agreed-upon) value it had 
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undertaken to pay. Credit default swaps may also be structured based on an index or the debt of a basket of issuers, rather than a single issuer, and 
may be customized with respect to the default event that triggers purchase or other factors (for example, a particular number of defaults within a 
basket, or defaults by a particular combination of issuers within the basket, may trigger a payment obligation).  

The fund may buy credit default swaps to hedge against the risk of default of debt securities held in its portfolio or for other reasons. As the buyer of 
a credit default swap, the fund would make the stream of payments described in the preceding paragraph to the seller of the credit default swap and 
would expect to receive from the seller a payment in the event of a default on the underlying debt security or other specified event.  

Using derivatives, especially for non-hedging purposes, may involve greater risks to the fund than investing directly in securities, particularly as these 
instruments may be very complex and may not behave in the manner anticipated by the fund. Certain derivative transactions may have a leveraging 
effect on the fund.  

Use of derivatives or similar instruments may have different tax consequences for the fund than an investment in the underlying security, and those 
differences may affect the amount, timing and character of income distributed to shareholders.  

When the fund enters into derivative transactions, it may be required to segregate assets, or enter into offsetting positions, in accordance with 
applicable regulations. Such segregation will not limit the fund’s exposure to loss, however, and the fund will have investment risk with respect to 
both the derivative itself and the assets that have been segregated to cover the fund’s derivative exposure. If the segregated assets represent a large 
portion of the fund’s portfolio, this may impede portfolio management or the fund’s ability to meet redemption requests or other current obligations.  

Instead of, and/or in addition to, investing directly in particular securities, the fund may use derivatives and other synthetic instruments that are 
intended to provide economic exposure to securities, issuers or other measures of market or economic value. The fund may use one or more types of 
these instruments without limit.   

The fund’s subadvisers may choose not to make use of derivatives.  

Fixed income securities  
Fixed income securities represent obligations of corporations, governments and other entities to repay money borrowed, usually at the maturity of 
the security. These securities may pay fixed, variable or floating rates of interest. However, some fixed income securities, such as zero coupon bonds, 
do not pay current interest but are issued at a discount from their face values. Other debt instruments, such as certain mortgage-backed and other 
asset-backed securities, make periodic payments of interest and/or principal. Some debt instruments are partially or fully secured by collateral 
supporting the payment of interest and principal. “Fixed income securities” are commonly referred to as “fixed income instruments,” “fixed income 
obligations,” “notes,” “loans,” “debt,” “debt obligations,” “debt instruments,” “debt securities,” “corporate debt,” “bonds” and “corporate bonds.” 
Fixed income securities also include certain hybrid securities, such as preferred stock. When these terms are used in this Prospectus, they are not 
intended to be limiting.  

Variable and floating rate securities  
Variable rate securities reset at specified intervals, while floating rate securities reset whenever there is a change in a specified index rate. In most 
cases, these reset provisions reduce the impact of changes in market interest rates on the value of the security. However, the value of these 
securities may decline if their interest rates do not rise as much, or as quickly, as other interest rates. Conversely, these securities will not generally 
increase in value if interest rates decline. The fund may also invest in inverse floating rate debt instruments (“inverse floaters”). Interest payments on 
inverse floaters vary inversely with changes in interest rates. Inverse floaters pay higher interest (and therefore generally increase in value) when 
interest rates decline, and vice versa. An inverse floater may exhibit greater price volatility than a fixed rate obligation of similar credit quality.   

Stripped securities  
Certain fixed income securities, called stripped securities, represent the right to receive either payments of principal (“POs”) or payments of interest 
(“IOs”) on underlying pools of mortgages or on government securities. The value of these types of instruments may change more drastically during 
periods of changing interest rates than debt securities that pay both principal and interest. Interest-only and principal-only mortgage-backed 
securities are especially sensitive to interest rate changes, which can affect not only their prices but can also change the prepayment assumptions 
about those investments and income flows the fund receives from them.  

Corporate debt  
Corporate debt securities are fixed income securities usually issued by businesses to finance their operations. Various types of business entities may 
issue these securities, including corporations, trusts, limited partnerships, limited liability companies and other types of non-governmental legal 
entities. Notes, bonds, debentures and commercial paper are the most common types of corporate debt securities, with the primary difference being 
their maturities and secured or unsecured status. Commercial paper has the shortest term and is usually unsecured. The broad category of corporate 
debt securities includes debt issued by U.S. or non-U.S. companies of all kinds, including those with small, mid and large capitalizations. Corporate 
debt may carry variable or floating rates of interest.  
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Loans  
The primary risk in an investment in loans is that borrowers may be unable to meet their interest and/or principal payment obligations. Loans in 
which the fund invests may be made to finance highly leveraged borrowers which may make such loans especially vulnerable to adverse changes in 
economic or market conditions. Loans in which the fund may invest may be either collateralized or uncollateralized and senior or subordinate. 
Investments in uncollateralized and/or subordinate loans entail a greater risk of nonpayment than do investments in loans that hold a more senior 
position in the borrower’s capital structure and/or are secured with collateral. In addition, loans are generally subject to illiquidity risk. The fund may 
acquire an interest in loans by purchasing participations in and/or assignments of portions of loans from third parties or by investing in pools of 
loans, such as collateralized debt obligations as further described under “Mortgage-backed and asset-backed securities.” Transactions in loans may 
settle on a delayed basis. As a result, the proceeds from the sale of a loan may not be available to make additional investments or to meet the fund’s 
redemption obligations. Bank loans may not be considered securities and therefore, the fund may not have the protections afforded by U.S. federal 
securities laws with respect to such investments. 

Distressed debt securities 
The fund may invest in distressed debt securities. Distressed debt securities are debt securities that are subject to bankruptcy proceedings or are in 
default or are at imminent risk of being in default. Distressed debt securities are speculative and involve substantial risk. Generally, the fund will 
invest in distressed debt securities when the portfolio managers believe they offer significant potential for higher returns or can be exchanged for 
other securities (e.g., equity securities) that offer this potential. However, there can be no assurance that the issuer will make an exchange offer or 
adopt a plan of reorganization. The fund will generally not receive interest payments on the distressed debt securities and may incur costs to protect 
its investment. In addition, principal may not be repaid. Distressed debt securities and any securities received in an exchange may be difficult to sell 
and may be subject to restriction on resale. 

U.S. government obligations 
U.S. government obligations include U.S. Treasury obligations and other obligations of, or guaranteed by, the U.S. government, its agencies or 
government-sponsored entities. Although the U.S. government guarantees principal and interest payments on securities issued by the U.S. 
government and some of its agencies, such as securities issued by the U.S. Government National Mortgage Association (“Ginnie Mae”), this 
guarantee does not apply to losses resulting from declines in the market value of these securities. U.S. government obligations include zero coupon 
securities that make payments of interest and principal only upon maturity and which therefore tend to be subject to greater volatility than interest 
bearing securities with comparable maturities.  

Some of the U.S. government securities that the fund may hold are not guaranteed or backed by the full faith and credit of the U.S. government, such 
as those issued by Fannie Mae (formally known as the Federal National Mortgage Association) and Freddie Mac (formally known as the Federal 
Home Loan Mortgage Corporation). The maximum potential liability of the issuers of some U.S. government obligations may greatly exceed their 
current resources, including any legal right to support from the U.S. government. 

Foreign and emerging markets securities  
The fund may invest without limit in both U.S. dollar and non-U.S. dollar denominated securities of foreign issuers. The value of the fund’s foreign 
securities may decline because of unfavorable government actions, political instability or the more limited availability of accurate information about 
foreign issuers, as well as factors affecting the particular issuers. The fund may invest in foreign securities issued by issuers located in emerging 
market countries. The fund considers a country to be an emerging market country, if, at the time of investment, it is represented in the J.P. Morgan 
Emerging Market Bond Index Global or the J.P. Morgan Corporate Emerging Market Bond Index Broad or categorized by the World Bank in its annual 
categorization as middle- or low-income.  To the extent the fund invests in these securities, the risks associated with investment in foreign issuers 
will generally be more pronounced. 

Sovereign debt  
The fund may invest in sovereign debt, including up to 35% of its assets in emerging market sovereign debt; however, the fund will not invest more 
than 10% of its total assets in governmental issuers located in any one country (other than issuers located in the United States). Sovereign debt 
securities may include:  

• Fixed income securities issued or guaranteed by governments, governmental agencies or instrumentalities and their political subdivisions  
• Fixed income securities issued by government-owned, controlled or sponsored entities  
• Interests issued for the purpose of restructuring the investment characteristics of instruments issued by any of the above issuers  
• Brady Bonds, which are debt securities issued under the framework of the Brady Plan as a means for debtor nations to restructure their 

outstanding external indebtedness  
• Participations in loans between governments and financial institutions  
• Fixed income securities issued by supranational entities such as the World Bank. A supranational entity is a bank, commission or company 

established or financially supported by the national governments of one or more countries to promote reconstruction or development  

Sovereign government and supranational debt involve many of the risks of foreign and emerging markets investments as well as the risk of debt 
moratorium, repudiation or renegotiation and the fund may be unable to enforce its rights against the issuers.  
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Structured instruments  
The fund may invest in various types of structured instruments, including securities that have demand, tender or put features, or interest rate reset 
features. These may include instruments issued by structured investment or special purpose vehicles or conduits, and may be asset-backed or 
mortgage-backed securities. Structured instruments may take the form of participation interests or receipts in underlying securities or other assets, 
and in some cases are backed by a financial institution serving as a liquidity provider. The interest rate or principal amount payable at maturity on a 
structured instrument may vary based on changes in one or more specified reference factors, such as currencies, interest rates, commodities, indices 
or other financial indicators. Changes in the underlying reference factors may result in disproportionate changes in amounts payable under a 
structured instrument. Some of these instruments may have an interest rate swap feature which substitutes a floating or variable interest rate for the 
fixed interest rate on an underlying asset or index. Structured instruments are a type of derivative instrument and the payment and credit qualities of 
these instruments derive from the assets embedded in the structure. For structured securities that have embedded leverage features, small changes 
in interest or prepayment rates may cause large and sudden price movements. Structured instruments are often subject to heightened illiquidity risk.  

Mortgage-backed and asset-backed securities  
Mortgage-backed securities may be issued by private issuers, by U.S. government-sponsored entities such as Fannie Mae or Freddie Mac or by 
agencies of the U.S. government, such as Ginnie Mae. Mortgage-backed securities represent direct or indirect participations in, or are collateralized 
by and payable from, mortgage loans secured by real property.  

Unlike mortgage-backed securities issued or guaranteed by agencies of the U.S. government or government-sponsored entities, mortgage-backed 
securities issued by private issuers do not have a government or government-sponsored entity guarantee (but may have other credit enhancement), 
and may, and frequently do, have less favorable collateral, credit risk or other underwriting characteristics.  

Residential mortgage-backed securities (“RMBS”) are comprised of a pool of mortgage loans created by banks and other financial institutions. 
Commercial mortgage-backed securities (“CMBS”) are a type of mortgage-backed security backed by commercial mortgages rather than residential 
real estate.  

Asset-backed securities represent participations in, or are secured by and payable from, assets such as installment sales or loan contracts, leases, 
credit card receivables and other categories of receivables.  

Collateralized mortgage obligations (“CMOs”) are debt obligations collateralized by mortgage loans or mortgage pass-through securities. CMOs are a 
type of mortgage-backed security. Typically, CMOs are collateralized by Ginnie Mae, Fannie Mae or Freddie Mac Certificates, but may also be 
collateralized by whole loans or private pass-throughs (referred to as “Mortgage Assets”). Payments of principal and of interest on the Mortgage 
Assets, and any reinvestment income thereon, provide the issuer with income to pay debt service on the CMOs. In a CMO, a series of bonds or 
certificates is issued in multiple classes. Each class of CMOs, often referred to as a “tranche,” is issued at a specified fixed or floating coupon rate 
and has a stated maturity or final distribution date. Principal prepayments on the Mortgage Assets may cause the CMOs to be retired substantially 
earlier than their stated maturities or final distribution dates. Interest is paid or accrues on all classes of the CMOs on a monthly, quarterly or semi-
annual basis. The principal of and interest on the Mortgage Assets may be allocated among the several classes of a series of a CMO in innumerable 
ways. As market conditions change, and particularly during periods of rapid or unanticipated changes in market interest rates, the attractiveness of 
the CMO classes and the ability of the structure to provide the anticipated investment characteristics may be significantly reduced. Such changes can 
result in volatility in the market value, and in some instances reduced liquidity, of the CMO class.  

Collateralized debt obligations (“CDOs”) are a type of asset-backed security. CDOs include collateralized bond obligations (“CBOs”), collateralized 
loan obligations (“CLOs”) and other similarly structured securities. A CBO is a trust or other special purpose entity which is typically backed by a 
diversified pool of fixed income securities (which may include high risk, below investment grade securities). A CLO is a trust or other special purpose 
entity that is typically collateralized by a pool of loans, which may also include, among others, domestic and non-U.S. senior secured loans, senior 
unsecured loans, and subordinated corporate loans, including loans that may be rated below investment grade or equivalent unrated loans. Like 
CMOs, CDOs generally issue separate series or “tranches” which vary with respect to risk and yield. These tranches can experience substantial 
losses due to actual defaults, increased sensitivity to defaults due to collateral default and disappearance of subordinate tranches, market 
anticipation of defaults, as well as investor aversion to CDO securities as a class. Interest on certain tranches of a CDO may be paid in kind (paid in 
the form of obligations of the same type rather than cash), which involves continued exposure to default risk with respect to such payments. 

Preferred stock and convertible securities  
The fund may invest in preferred stock and convertible securities. Preferred stock represents equity ownership of an issuer that generally entitles the 
holder to receive, in preference to the holders of common stock, dividends and a fixed share of the proceeds resulting from a liquidation of the 
company. Preferred stocks may pay dividends at fixed or variable rates. Convertible fixed income securities convert into shares of common stock of 
their issuer. Preferred stock and convertible fixed income securities share investment characteristics of both fixed income and equity securities. 
However, the value of these securities tends to vary more with fluctuations in the underlying common stock and less with fluctuations in interest 
rates and tends to exhibit greater volatility.  
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Equity securities  
Although the fund invests principally in fixed income securities and related investments, the fund may from time to time invest in or receive equity 
securities and equity-like securities, which may include warrants, rights, exchange traded and over-the-counter common stocks, preferred stock, 
depositary receipts, trust certificates, limited partnership interests and shares of other investment companies, including exchange-traded funds, and 
real estate investment trusts. The fund may invest in or receive equity securities for which there exists no private or public market.  

Equity securities represent an ownership interest in the issuing company. Holders of equity securities are not creditors of the company, and in the 
event of the liquidation of the company, would be entitled to their pro rata share of the company’s assets, if any, after creditors, including the holders 
of fixed income securities, and holders of any senior equity securities are paid. Equity securities typically fluctuate in price more than fixed income 
securities.  

Warrants and rights permit, but do not obligate, their holders to subscribe for other securities. Warrants and rights are subject to the same market 
risks as stocks, but may be more volatile in price. An investment in warrants or rights may be considered speculative. In addition, the value of a 
warrant or right does not necessarily change with the value of the underlying securities and a warrant or right ceases to have value if it is not 
exercised prior to its expiration date.  

Zero coupon, pay-in-kind and deferred interest securities  
Zero coupon, pay-in-kind and deferred interest securities may be used by issuers to manage cash flow and maintain liquidity. Zero coupon securities 
pay no interest during the life of the obligation but are issued at prices below their stated maturity value. Because zero coupon securities pay no 
interest until maturity, their prices may fluctuate more than other types of securities with the same maturity in the secondary market. However, zero 
coupon bonds are useful as a tool for managing duration. 

Pay-in-kind securities have a stated coupon, but the interest is generally paid in the form of obligations of the same type as the underlying pay-in-
kind securities (e.g., bonds) rather than in cash. These securities are more sensitive to the credit quality of the underlying issuer and their secondary 
market prices may fluctuate more than other types of securities with the same maturity.  

Deferred interest securities are obligations that generally provide for a period of delay before the regular payment of interest begins and are issued 
at a significant discount from face value.  

Certain zero coupon, pay-in-kind and deferred interest securities are subject to tax rules applicable to debt obligations acquired with “original issue 
discount.” The fund would generally have to accrue income on these securities for federal income tax purposes before it receives corresponding cash 
payments. Because the fund intends to make sufficient annual distributions of its taxable income, including accrued non-cash income, in order to 
maintain its federal income tax status and avoid fund-level income and excise taxes, the fund might be required to liquidate portfolio securities at a 
disadvantageous time, or borrow cash, to make these distributions. The fund also accrues income on these securities prior to receipt for accounting 
purposes. To the extent it is deemed collectible, accrued income is taken into account when calculating the value of these securities and the fund’s 
net asset value per share, in accordance with the fund’s valuation policies.  

When-issued securities, delayed delivery, to be announced and forward commitment transactions  
Securities purchased in when-issued, delayed delivery, to be announced or forward commitment transactions will not be delivered or paid for 
immediately. The fund will set aside assets to pay for these securities at the time of the agreement. Such transactions involve a risk of loss, for 
example, if the value of the securities declines prior to the settlement date or if the assets set aside to pay for these securities decline in value prior 
to the settlement date. Therefore, these transactions may have a leveraging effect on the fund, making the value of an investment in the fund more 
volatile and increasing the fund’s overall investment exposure. Typically, no income accrues on securities the fund has committed to purchase prior 
to the time delivery of the securities is made, although the fund may earn income on securities it has set aside to cover these positions. Recently 
finalized rules of the Financial Industry Regulatory Authority (“FINRA”) impose mandatory margin requirements for certain types of when-issued, to 
be announced or forward commitment transactions, with limited exceptions. Such transactions historically have not been required to be 
collateralized, and mandatory collateralization could increase the cost of such transactions and impose added operational complexity. 

Forward roll transactions  
In a forward roll transaction (also referred to as a mortgage dollar roll), the fund sells a mortgage-backed security while simultaneously agreeing to 
purchase a similar security from the same party (the counterparty) on a specified future date at a lower fixed price. During the roll period, the fund 
forgoes principal and interest paid on the securities. The fund is compensated by the difference between the current sales price and the forward 
price for the future purchase as well as by the interest earned on the cash proceeds of the initial sale. The fund may enter into a forward roll 
transaction with the intention of entering into an offsetting transaction whereby, rather than accepting delivery of the security on the specified date, 
the fund sells the security and agrees to repurchase a similar security at a later time.  

Investments in forward roll transactions involve a risk of loss if the value of the securities that the fund is obligated to purchase declines below the 
purchase price prior to the repurchase date. Forward roll transactions may have a leveraging effect on the fund (see “When-issued securities, 
delayed delivery, to be announced and forward commitment transactions”).  
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Short-term investments  
The fund may invest, directly or indirectly, in cash, money market instruments and short-term securities, including repurchase agreements, U.S. 
government securities, bank obligations and commercial paper.  Bank obligations include bank notes, certificates of deposit, time deposits, banker’s 
acceptances and other similar obligations.  A repurchase agreement is a transaction in which the fund purchases a security from a seller, subject to 
the obligation of the seller to repurchase that security from the fund at a higher price. The repurchase agreement thereby determines the yield during 
the fund’s holding period, while the seller’s obligation to repurchase is secured by the value of the underlying security held by the fund.  The fund 
may also invest in money market funds, which may or may not be registered under the 1940 Act and/or affiliated with the fund’s manager or the 
subadvisers.  The return on investment in these money market funds may be reduced by such money market funds’ operating expenses in addition to 
the fund’s own fees and expenses.  As such, there is a layering of fees and expenses.  

Borrowings and reverse repurchase agreements  
The fund may enter into borrowing transactions. Borrowing may make the value of an investment in the fund more volatile and increase the fund’s 
overall investment exposure. The fund may be required to liquidate portfolio securities at a time when it would be disadvantageous to do so in order 
to make payments with respect to any borrowings. Interest on any borrowings will be a fund expense and will reduce the value of the fund’s shares.  

The fund may enter into reverse repurchase agreements, which have characteristics like borrowings. In a reverse repurchase agreement, the fund 
sells securities to a counterparty, in return for cash, and the fund agrees to repurchase the securities at a later date and for a higher price, 
representing the cost to the fund for the cash received.  

Restricted and illiquid securities  
Restricted securities are securities subject to legal or contractual restrictions on their resale. An “illiquid security” is any security which the fund 
reasonably expects cannot be sold or disposed of in current market conditions in seven calendar days or less without the sale or disposition 
significantly changing the market value of the security. Such conditions might prevent the sale of such securities at a time when the sale would 
otherwise be desirable. The fund will not acquire “illiquid securities” if such acquisition would cause the aggregate value of illiquid securities to 
exceed 15% of the fund’s net assets. The fund may determine that some restricted securities can be more readily sold, for example to qualified 
institutional buyers pursuant to SEC Rule 144A, and therefore may treat certain such securities as “liquid” for purposes of limitations on the amount 
of illiquid securities it may own. Investing in these restricted securities could have the effect of increasing the fund’s illiquidity if qualified buyers 
become, for a time, uninterested in buying these securities. These securities may be difficult to value, and the fund may have difficulty disposing of 
such securities promptly. The fund does not consider non-U.S. securities to be restricted if they can be freely sold in the principal markets in which 
they are traded, even if they are not registered for sale in the United States.  

Credit downgrades and other credit events  
Credit rating or credit quality of a security is determined at the time of purchase. If, after purchase, the credit rating on a security is downgraded or 
the credit quality deteriorates, or if the duration of a security is extended, the subadvisers will decide whether the security should be held or sold. 
Upon the occurrence of certain triggering events or defaults on a security held by the fund, or if an obligor of such a security has difficulty meeting its 
obligations, the fund may obtain a new or restructured security or underlying assets. In that case, the fund may become the holder of securities or 
other assets that it could not purchase or might not otherwise hold (for example, because they are of lower quality or are subordinated to other 
obligations of the issuer) at a time when those assets may be difficult to sell or can be sold only at a loss. In addition, the fund may incur expenses in 
an effort to protect the fund’s interest in securities experiencing these events. 

Defensive investing  
The fund may depart from its principal investment strategies in response to adverse market, economic or political conditions by taking temporary 
defensive positions, including by investing in any type of money market instruments and short-term debt securities or holding cash without regard to 
any percentage limitations. Although the subadvisers have the ability to take defensive positions, they may choose not to do so for a variety of 
reasons, even during volatile market conditions.  

Other investments  
The fund may also use other strategies and invest in other investments that are described, along with their risks, in the Statement of Additional 
Information (“SAI”). However, the fund might not use all of the strategies and techniques or invest in all of the types of investments described in this 
Prospectus or in the SAI. New types of mortgage-backed and asset-backed securities, derivative instruments, hedging instruments and other 
securities or instruments are developed and marketed from time to time. Consistent with its investment limitations, the fund may invest in new types 
of securities and instruments.  

Percentage and other limitations  
For purposes of the fund’s limitations expressed as a percentage of assets or net assets, the term “assets” or “net assets,” as applicable, means net 
assets plus the amount of any borrowings for investment purposes. The fund’s compliance with its investment limitations and requirements 
described in this Prospectus is usually determined at the time of investment. If such a percentage limitation is complied with at the time of an 
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investment, any subsequent change in percentage resulting from a change in asset values or characteristics, a sale of securities or a change in credit 
quality will not constitute a violation of that limitation.  

Selection process 
Individual security selection is driven by the subadviser’s economic view, industry outlook and credit analysis. The subadviser then selects those 
individual securities that appear to be most undervalued and offer the highest potential returns relative to the amount of credit, interest rate, 
illiquidity and other risks presented by these securities. The subadviser expects to allocate the fund’s investments across a broad range of issuers 
and industries, which can help to reduce risk. 

In evaluating the issuer’s creditworthiness, the subadviser employs fundamental analysis and considers the following factors: 

• The strength of the issuer’s financial resources 
• The issuer’s sensitivity to economic conditions and trends 
• The issuer’s operating history 
• The experience and track record of the issuer’s management or political leadership. 

More on risks of investing in the fund 
Following is more information on the principal risks summarized above and additional risks of investing in the fund. 

Market and interest rate risk. The market prices of the fund’s securities may go up or down, sometimes rapidly or unpredictably. If the market 
prices of the fund’s securities fall, the value of your investment in the fund will decline. The market price of a security may fall due to general market 
conditions, such as real or perceived adverse economic or political conditions, tariffs and trade disruptions, inflation, changes in interest or currency 
rates, lack of liquidity in the bond markets or adverse investor sentiment. Changes in market conditions will not typically have the same impact on all 
types of securities. The market price of a security may also fall due to specific conditions that affect a particular sector of the securities market or a 
particular issuer. Your fund shares at any point in time may be worth less than what you invested, even after taking into account the reinvestment of 
fund dividends and distributions. 

The market prices of securities may fluctuate significantly when interest rates change. When interest rates rise, the value of fixed income securities, 
and therefore the value of your investment in the fund, generally goes down. Generally, the longer the maturity or duration of a fixed income security, 
the greater the impact of a rise in interest rates on the security’s market price. However, calculations of duration and maturity may be based on 
estimates and may not reliably predict a security’s price sensitivity to changes in interest rates. Moreover, securities can change in value in response 
to other factors, such as credit risk. In addition, different interest rate measures (such as short- and long-term interest rates and U.S. and non-U.S. 
interest rates), or interest rates on different types of securities or securities of different issuers, may not necessarily change in the same amount or in 
the same direction. When interest rates go down, the fund’s yield will decline. Also, when interest rates decline, investments made by the fund may 
pay a lower interest rate, which would reduce the income received by the fund. 

Market events risk. The market values of securities or other assets will fluctuate, sometimes sharply and unpredictably, due to changes in general 
market conditions, overall economic trends or events, governmental actions or intervention, actions taken by the U.S. Federal Reserve or foreign 
central banks, market disruptions caused by trade disputes or other factors, political developments, investor sentiment, the global and domestic 
effects of a pandemic, and other factors that may or may not be related to the issuer of the security or other asset. Economies and financial markets 
throughout the world are increasingly interconnected. Economic, financial or political events, trading and tariff arrangements, public health events, 
terrorism, natural disasters and other circumstances in one country or region could have profound impacts on global economies or markets. As a 
result, whether or not the fund invests in securities of issuers located in or with significant exposure to the countries directly affected, the value and 
liquidity of the fund’s investments may be negatively affected. 

The rapid and global spread of a highly contagious novel coronavirus respiratory disease, designated COVID-19, has resulted in extreme volatility in 
the financial markets and severe losses; reduced liquidity of many instruments; restrictions on international and, in some cases, local travel; 
significant disruptions to business operations (including business closures); strained healthcare systems; disruptions to supply chains, consumer 
demand and employee availability; and widespread uncertainty regarding the duration and long-term effects of this pandemic. Some sectors of the 
economy and individual issuers have experienced particularly large losses. In addition, the COVID-19 pandemic may result in a sustained domestic or 
even global economic downturn or recession, domestic and foreign political and social instability, damage to diplomatic and international trade 
relations and increased volatility and/or decreased liquidity in the securities markets.  Developing or emerging market countries may be more 
impacted by the COVID-19 pandemic as they may have less established health care systems and may be less able to control or mitigate the effects of 
the pandemic. The impact of the COVID-19 pandemic may last for an extended period of time. The ultimate economic fallout from the pandemic, and 
the long-term impact on economies, markets, industries and individual issuers, are not known. The U.S. government and the Federal Reserve, as well 
as certain foreign governments and central banks, are taking extraordinary actions to support local and global economies and the financial markets in 
response to the COVID-19 pandemic, including by pushing interest rates to very low levels. This and other government intervention into the economy 
and financial markets to address the COVID-19 pandemic may not work as intended, particularly if the efforts are perceived by investors as being 
unlikely to achieve the desired results. Government actions to mitigate the economic impact of the pandemic have resulted in a large expansion of 
government deficits and debt, the long term consequences of which are not known. The COVID-19 pandemic could adversely affect the value and 
liquidity of the fund’s investments, impair the fund’s ability to satisfy redemption requests, and negatively impact the fund’s performance. In addition, 
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the outbreak of COVID-19, and measures taken to mitigate its effects, could result in disruptions to the services provided to the fund by its service 
providers. 

LIBOR risk. The fund’s investments, payment obligations, and financing terms may be based on floating rates, such as the London Interbank Offered 
Rate, or “LIBOR,” which is the offered rate for short-term Eurodollar deposits between major international banks. In 2017, the head of the UK 
Financial Conduct Authority (“FCA”) announced a desire to phase out the use of LIBOR by the end of 2021. The FCA and LIBOR’s administrator, ICE 
Benchmark Administration (“IBA”), have announced that most LIBOR rates will no longer be published after the end of 2021 and a majority of U.S. 
dollar LIBOR rates will no longer by published after June 30, 2023.  It is possible that the FCA may compel the IBA to publish a subset of LIBOR 
settings after these dates on a “synthetic” basis, but any such publications would be considered non-representative of the underlying market. There 
remains uncertainty regarding the nature of any replacement rate and the impact of the transition from LIBOR on the fund’s transactions and the 
financial markets generally. As such, the potential effect of a transition away from LIBOR on the fund or the fund’s investments cannot yet be 
determined. 

Credit risk. The value of your investment in the fund could decline if the issuer of a security held by the fund or another obligor for that security (such 
as a party offering credit enhancement) fails to pay, otherwise defaults, is perceived to be less creditworthy, becomes insolvent or files for 
bankruptcy. The value of your investment in the fund could also decline if the credit rating of a security held by the fund is downgraded or the credit 
quality or value of any assets underlying the security declines. Changes in actual or perceived creditworthiness may occur quickly. If the fund enters 
into financial contracts (such as certain derivatives, repurchase agreements, reverse repurchase agreements, and when-issued, delayed delivery and 
forward commitment transactions), the fund will be subject to the credit risk presented by the counterparty. In addition, the fund may incur expenses 
in an effort to protect the fund’s interests or to enforce its rights against an issuer, guarantor or counterparty or may be hindered or delayed in 
exercising those rights. Credit risk is broadly gauged by the credit ratings of the securities in which the fund invests. However, ratings are only the 
opinions of the companies issuing them and are not guarantees as to quality. Securities rated in the lowest category of investment grade (Baa/BBB) 
may possess certain speculative characteristics. Credit risk is typically greatest for the fund’s high yield debt securities, which are rated below the 
Baa/BBB categories or unrated securities of comparable quality (“junk” bonds). 

The fund may invest in securities which are subordinated to more senior securities of the issuer, or which represent interests in pools of such 
subordinated securities. The fund is more likely to suffer a credit loss on subordinated securities than on non-subordinated securities of the same 
issuer. If there is a default, bankruptcy or liquidation of the issuer, most subordinated securities are paid only if sufficient assets remain after 
payment of the issuer’s non-subordinated securities. In addition, any recovery of interest or principal may take more time. As a result, even a 
perceived decline in creditworthiness of the issuer is likely to have a greater adverse impact on subordinated securities. 

High yield (“junk”) bonds risk. High yield bonds, often called “junk” bonds, have a higher risk of issuer default or may be in default and are 
considered speculative. Changes in economic conditions or developments regarding the individual issuer are more likely to cause price volatility and 
weaken the capacity of such securities to make principal and interest payments than is the case for higher grade debt securities. The value of lower-
quality debt securities often fluctuates in response to company, political, or economic developments and can decline significantly over short as well 
as long periods of time or during periods of general or regional economic difficulty. High yield bonds may also have lower liquidity as compared to 
higher-rated securities, which means the fund may have difficulty selling them at times, and it may have to apply a greater degree of judgment in 
establishing a price for purposes of valuing fund shares. High yield bonds generally are issued by less creditworthy issuers. Issuers of high yield 
bonds may have a larger amount of outstanding debt relative to their assets than issuers of investment grade bonds. In the event of an issuer’s 
bankruptcy, claims of other creditors may have priority over the claims of high yield bond holders, leaving few or no assets available to repay high 
yield bond holders. The fund may incur expenses to the extent necessary to seek recovery upon default or to negotiate new terms with a defaulting 
issuer. High yield bonds frequently have redemption features that permit an issuer to repurchase the security from the fund before it matures. If the 
issuer redeems high yield bonds, the fund may have to invest the proceeds in bonds with lower yields and may lose income. 

Derivatives risk. Derivatives involve special risks and costs and may result in losses to the fund, even when used for hedging purposes. Using 
derivatives can increase losses and reduce opportunities for gains when market prices, interest rates, currencies, or the derivatives themselves 
behave in a way not anticipated by the fund, especially in abnormal market conditions. Using derivatives also can have a leveraging effect which may 
increase investment losses and increase the fund’s volatility, which is the degree to which the fund’s share price may fluctuate within a short time 
period. Certain derivatives have the potential for unlimited loss, regardless of the size of the initial investment. The other parties to certain 
derivatives transactions present the same types of credit risk as issuers of fixed income securities.  

The fund’s counterparty to a derivative transaction may not honor its obligations in respect to the transaction. In certain cases, the fund may be 
hindered or delayed in exercising remedies against or closing out derivative instruments with a counterparty, which may result in additional losses. 

Derivatives also tend to involve greater illiquidity risk and they may be difficult to value. The fund may be unable to terminate or sell its derivative 
positions. In fact, many over-the-counter derivatives will not have liquidity except through the counterparty to the instrument. Derivatives are 
generally subject to the risks applicable to the assets, rates, indices or other indicators underlying the derivative. The value of a derivative may 
fluctuate more than the underlying assets, rates, indices or other indicators to which it relates. Use of derivatives or similar instruments may have 
different tax consequences for the fund than an investment in the underlying security, and those differences may affect the amount, timing and 
character of income distributed to shareholders. The fund’s use of derivatives may also increase the amount of taxes payable by shareholders. The 
U.S. government and foreign governments are in the process of adopting and implementing regulations governing derivatives markets, including 
mandatory clearing of certain derivatives, margin, and reporting requirements. The ultimate impact of the regulations remains unclear. Additional 
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regulation of derivatives may make derivatives more costly, limit their availability or utility, otherwise adversely affect their performance or disrupt 
markets. The fund may be exposed to additional risks as a result of the additional regulations. The extent and impact of the additional regulations are 
not yet fully known and may not be for some time.  

Investments by the fund in structured securities, a type of derivative, raise certain tax, legal, regulatory and accounting issues that may not be 
presented by direct investments in securities. These issues could be resolved in a manner that could hurt the performance of the fund. 

Swap agreements tend to shift the fund’s investment exposure from one type of investment to another. For example, the fund may enter into interest 
rate swaps, which involve the exchange of interest payments by the fund with another party, such as an exchange of floating rate payments for fixed 
interest rate payments with respect to a notional amount of principal. If an interest rate swap intended to be used as a hedge negates a favorable 
interest rate movement, the investment performance of the fund would be less than what it would have been if the fund had not entered into the 
interest rate swap. 

Credit default swap contracts involve heightened risks and may result in losses to the fund. Credit default swaps may be illiquid and difficult to 
value. If the fund buys a credit default swap, it will be subject to the risk that the credit default swap may expire worthless, as the credit default 
swap would only generate income in the event of a default on the underlying debt security or other specified event. As a buyer, the fund would also 
be subject to credit risk relating to the seller’s payment of its obligations in the event of a default (or similar event). If the fund sells a credit default 
swap, it will be exposed to the credit risk of the issuer of the obligation to which the credit default swap relates. As a seller, the fund would also be 
subject to leverage risk, because it would be liable for the full notional amount of the swap in the event of a default (or similar event). The fund 
would also be subject to the risk of loss on any securities segregated to cover the fund’s expenses under the swap.  

The absence of a central exchange or market for over-the-counter swap transactions may lead, in some instances, to difficulties in trading and 
valuation, especially in the event of market disruptions. Recent legislation requires certain swaps to be executed through a centralized exchange or 
regulated facility and be cleared through a regulated clearinghouse. Although this clearing mechanism is generally expected to reduce counterparty 
credit risk, it may disrupt or limit the swap market and may not result in swaps being easier to trade or value. As swaps become more standardized, 
the fund may not be able to enter into swaps that meet its investment needs. The fund also may not be able to find a clearinghouse willing to accept 
a swap for clearing. In a cleared swap, a central clearing organization will be the counterparty to the transaction. The fund will assume the risk that 
the clearinghouse may be unable to perform its obligations.  

The fund will be required to maintain its positions with a clearing organization through one or more clearing brokers. The clearing organization will 
require the fund to post margin and the broker may require the fund to post additional margin to secure the fund’s obligations. The amount of margin 
required may change from time to time. In addition, cleared transactions may be more expensive to maintain than over-the-counter transactions and 
may require the fund to deposit larger amounts of margin. The fund may not be able to recover margin amounts if the broker has financial difficulties. 
Also, the broker may require the fund to terminate a derivatives position under certain circumstances. This may cause the fund to lose money.  

Futures are standardized, exchange-traded contracts that obligate a purchaser to take delivery, and a seller to make delivery, of a specific amount of 
an asset at a specified future date at a specified price. The primary risks associated with the use of futures contracts are: (a) the imperfect 
correlation between the change in market value of the instruments held by the fund and the price of the futures contract; (b) the possible lack of a 
liquid secondary market for a futures contract and the resulting inability to close a futures contract when desired; (c) losses caused by unanticipated 
market movements, which are potentially unlimited; (d) the subadviser’s inability to predict correctly the direction of securities prices, interest rates, 
currency exchange rates and other economic factors; and (e) the possibility that the counterparty will default in the performance of its obligations.  

An option is an agreement that, for a premium payment or fee, gives the option holder (the purchaser) the right but not the obligation to buy (a “call 
option”) or sell (a “put option”) the underlying asset (or settle for cash in an amount based on an underlying asset, rate, or index) at a specified price 
(the “exercise price”) during a period of time or on a specified date. The fund may write a call or put option where it (i) owns or is short the 
underlying security in the case of a call or put option, respectively (sometimes referred to as a “covered option”), or (ii) does not own or is not short 
such security (sometimes referred to as a “naked option”). When the fund purchases an option, it may lose the total premium paid for it if the price of 
the underlying security or other assets decreased, remained the same or failed to increase to a level at or beyond the exercise price (in the case of a 
call option) or increased, remained the same or failed to decrease to a level at or below the exercise price (in the case of a put option). If a put or call 
option purchased by the fund were permitted to expire without being sold or exercised, its premium would represent a loss to the fund. To the extent 
that the fund writes or sells an option, in particular a naked option, if the decline or increase in the underlying asset is significantly below or above 
the exercise price of the written option, the fund could experience a substantial loss.  

Risks associated with the use of derivatives are magnified to the extent that an increased portion of the fund’s assets is committed to derivatives in 
general or is invested in just one or a few types of derivatives. 

Leverage risk. The use of traditional borrowing (including to meet redemption requests), reverse repurchase agreements and derivatives creates 
leverage (i.e., a fund’s investment exposures exceed its net asset value). Leverage increases a fund’s losses when the value of its investments 
(including derivatives) declines. Because many derivatives have a leverage component (i.e., a notional value in excess of the assets needed to 
establish or maintain the derivative position), adverse changes in the value or level of the underlying asset, rate, or index may result in a loss 
substantially greater than the amount invested in the derivative itself. In the case of swaps, the risk of loss generally is related to a notional principal 
amount, even if the parties have not made any initial investment. Some derivatives, similar to short sales, have the potential for unlimited loss, 
regardless of the size of the initial investment. Similarly, the fund’s portfolio will be leveraged and can incur losses if the value of the fund’s assets 



18  Western Asset Variable Global High Yield Bond Portfolio 
 

declines between the time a redemption request is received or deemed to be received by the fund (which in some cases may be the business day 
prior to actual receipt of the transaction activity by the fund) and the time at which the fund liquidates assets to meet redemption requests. Such a 
decline in the value of a fund's assets is more likely in the case of funds managed from non-U.S. offices for which the time period between the NAV 
determination and corresponding liquidation of assets could be longer due to time zone differences and market schedules. In the case of redemptions 
representing a significant portion of the fund’s portfolio, the leverage effects described above can be significant and could expose a fund and non-
redeeming shareholders to material losses.  

The fund may manage some of its derivative positions by offsetting derivative positions against one another or against other assets. To the extent 
offsetting positions do not behave in relation to one another as expected, the fund may perform as if it were leveraged. 

Some funds are permitted to purchase securities on margin or to sell securities short, either of which creates leverage. To the extent the market 
prices of securities pledged to counterparties to secure the fund’s margin account or short sale decline, the fund may be required to deposit 
additional funds with the counterparty to avoid having the pledged securities liquidated to compensate for the decline. 

Illiquidity risk. Illiquidity risk exists when particular investments are impossible or difficult to sell and some assets that the fund wants to invest in 
may be impossible or difficult to purchase. Although most of the fund’s investments must be liquid at the time of investment, investments may be or 
become illiquid after purchase by the fund, particularly during periods of market turmoil or due to adverse changes in the conditions of a particular 
issuer. Markets may become illiquid when, for instance, there are few, if any, interested buyers or sellers or when dealers are unwilling or unable to 
make a market for certain securities. As a general matter, dealers recently have been less willing to make markets for fixed income securities. 
Recent federal banking regulations may also cause certain dealers to reduce their inventories of certain securities, which may further decrease the 
ability to buy or sell such securities. When the fund holds illiquid investments, the portfolio may be harder to value, especially in changing markets, 
and if the fund is forced to sell these investments to meet redemption requests or for other cash needs, the fund may be forced to sell at a loss or 
may not be able to sell at all. The fund may experience heavy redemptions that could cause the fund to liquidate its assets at inopportune times or at 
a loss or depressed value, which could cause the value of your investment to decline. In addition, when there is illiquidity in the market for certain 
investments, the fund, due to limitations on illiquid investments, may be unable to achieve its desired level of exposure to a certain sector, industry 
or issuer. The liquidity of certain assets, particularly of privately-issued and non-investment grade mortgage-backed securities and asset-backed 
securities, may be difficult to ascertain and may change over time.  Transactions in less liquid or illiquid securities may entail transaction costs that 
are higher than those for transactions in liquid securities. Further, such securities, once sold, may not settle for an extended period (for example, 
several weeks or even longer). The fund will not receive its sales proceeds until that time, which may constrain the fund’s ability to meet its 
obligations (including obligations to redeeming shareholders). 

Foreign investments and emerging markets risk. The fund’s investments in securities of foreign issuers or issuers with significant exposure to 
foreign markets involve additional risk as compared to investments in U.S. securities or issuers with predominantly domestic exposure, such as less 
liquid, less regulated, less transparent and more volatile markets. The markets for some foreign securities are relatively new, and the rules and 
policies relating to these markets are not fully developed and may change. The value of the fund’s investments may decline because of factors 
affecting the particular issuer as well as foreign markets and issuers generally, such as unfavorable or unsuccessful government actions, tariffs and 
tax disputes, reduction of government or central bank support, inadequate accounting standards, lack of information and political, economic, financial 
or social instability. The Public Company Accounting Oversight Board, which regulates auditors of U.S. public companies, is unable to inspect audit 
work papers in certain foreign countries.  Investors in foreign countries often have limited rights and few practical remedies to pursue shareholder 
claims, including class actions or fraud claims, and the ability of the Securities and Exchange Commission, the U.S. Department of Justice and other 
authorities to bring and enforce actions against foreign issuers or foreign persons is limited.  Foreign investments may also be adversely affected by 
U.S. government or international interventions, restrictions or economic sanctions, which could negatively affect the value of an investment or result 
in the fund selling an investment at a disadvantageous time. To the extent the fund focuses its investments in a single country or only a few 
countries in a particular geographic region, economic, political, regulatory or other conditions affecting such country or region may have a greater 
impact on fund performance relative to a more geographically diversified fund. 

The value of the fund’s foreign investments may also be affected by foreign tax laws, special U.S. tax considerations and restrictions on receiving the 
investment proceeds from a foreign country. Dividends or interest on, or proceeds from the sale or disposition of, foreign securities may be subject to 
non-U.S. withholding or other taxes.  

It may be difficult for the fund to pursue claims against a foreign issuer or other parties in the courts of a foreign country. Some securities issued by 
non-U.S. governments or their subdivisions, agencies and instrumentalities may not be backed by the full faith and credit of such governments. Even 
where a security is backed by the full faith and credit of a government, it may be difficult for the fund to pursue its rights against the government. In 
the past, some non-U.S. governments have defaulted on principal and interest payments.  

If the fund buys securities denominated in a foreign currency, receives income in foreign currencies, or holds foreign currencies from time to time, the 
value of the fund’s assets, as measured in U.S. dollars, can be affected unfavorably by changes in exchange rates relative to the U.S. dollar or other 
foreign currencies. Currency exchange rates can be volatile, and are affected by factors such as general economic conditions, the actions of the U.S. 
and foreign governments or central banks, the imposition of currency controls and speculation. The fund may be unable or may choose not to hedge 
its foreign currency exposure.  
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In certain foreign markets, settlement and clearance of trades may experience delays in payment for or delivery of securities not typically associated 
with settlement and clearance of U.S. investments. Settlement of trades in these markets can take longer than in other markets and the fund may not 
receive its proceeds from the sale of certain securities for an extended period (possibly several weeks or even longer) due to, among other factors, 
low trading volumes and volatile prices. The custody or holding of securities, cash and other assets by local banks, agents and depositories in 
securities markets outside the United States may entail additional risks. Governments or trade groups may compel local agents to hold securities in 
designated depositories that may not be subject to independent evaluation. Local agents are held only to the standards of care of their local markets, 
and thus may be subject to limited or no government oversight. In extreme cases, the fund’s securities may be misappropriated or the fund may be 
unable to sell its securities. In general, the less developed a country’s securities market is, the greater the likelihood of custody problems. 

The risks of foreign investments are heightened when investing in issuers in emerging market countries. Emerging market countries tend to have 
economic, political and legal systems that are less developed and are less stable than those of more developed countries. Their economies tend to 
be less diversified than those of more developed countries. They typically have fewer medical and economic resources than more developed 
countries, and thus they may be less able to control or mitigate the effects of a pandemic. They are often particularly sensitive to market movements 
because their market prices tend to reflect speculative expectations. Low trading volumes may result in a lack of liquidity and in extreme price 
volatility. Investors should be able to tolerate sudden, sometimes substantial, fluctuations in the value of investments in emerging markets. Emerging 
market countries may have policies that restrict investment by foreigners or that prevent foreign investors from withdrawing their money at will. 

Sovereign debt risk. Sovereign government and supranational debt involve many of the risks of foreign and emerging markets investments as well 
as the risk of debt moratorium, repudiation or renegotiation, and the fund may be unable to enforce its rights against the issuers. Sovereign debt risk 
is increased for emerging market issuers. 

Risk of increase in expenses. Your actual costs of investing in the fund may be higher than the expenses shown in "Annual fund operating 
expenses" for a variety of reasons. For example, expenses may be higher if the fund’s average net assets decrease, as a result of redemptions or 
otherwise, or if a fee limitation is changed or terminated. Net assets are more likely to decrease and fund expense ratios are more likely to increase 
when markets are volatile. 

Prepayment or call risk. Many fixed income securities give the issuer the option to repay or call the security prior to its maturity date. Issuers often 
exercise this right when interest rates fall. Accordingly, if the fund holds a fixed income security subject to prepayment or call risk, it will not benefit 
fully from the increase in value that other fixed income securities generally experience when interest rates fall. Upon prepayment of the security, the 
fund would also be forced to reinvest the proceeds at then current yields, which would be lower than the yield of the security that was paid off. In 
addition, if the fund purchases a fixed income security at a premium (at a price that exceeds its stated par or principal value), the fund may lose the 
amount of the premium paid in the event of prepayment. 

Extension risk. When interest rates rise, repayments of fixed income securities, particularly asset- and mortgage-backed securities, may occur more 
slowly than anticipated, extending the effective duration of these fixed income securities at below market interest rates and causing their market 
prices to decline more than they would have declined due to the rise in interest rates alone. This may cause the fund’s share price to be more 
volatile. 

Risk of investing in fewer issuers. To the extent the fund invests its assets in a small number of issuers, or in issuers in related businesses or that 
are subject to related operating risks, the fund will be more susceptible to negative events affecting those issuers. 

Investment in loans risk. Investments in loans are generally subject to the same risks as investments in other types of debt obligations, including, 
among others, credit risk, interest rate risk, prepayment risk, and extension risk. In addition, in many cases loans are subject to the risks associated 
with below-investment grade securities. This means loans are often subject to significant credit risks, including a greater possibility that the 
borrower will be adversely affected by changes in market or economic conditions and may default or enter bankruptcy. This risk of default will 
increase in the event of an economic downturn or a substantial increase in interest rates (which will increase the cost of the borrower’s debt 
service). Transactions in loans may settle on a delayed basis. As a result, the proceeds from the sale of a loan may not be available to make 
additional investments or to meet the fund’s redemption obligations. Because junior loans are unsecured and subordinated and thus lower in priority 
of payment to senior loans, they are subject to the additional risk that the cash flow of the borrower and property securing the loan or debt, if any, 
may be insufficient to meet scheduled payments after giving effect to the senior secured obligations of the borrower. This risk is generally higher for 
subordinated unsecured loans or debt, which are not backed by a security interest in any specific collateral. Junior loans generally have greater price 
volatility than senior loans and may have lower liquidity as compared to senior loans. In addition, investments in loans may be difficult to value and 
may be illiquid. The secondary market for loans may be subject to irregular trading activity, wide bid/ask spreads, and extended trade settlement 
periods, which may increase the expenses of the fund or cause the fund to be unable to realize the full value of its investment in the loan, resulting in 
a material decline in the fund’s net asset value. Opportunities to invest in loans or certain types of loans, such as senior loans, may be limited. The 
limited availability of loans may be due to a number of reasons, including that direct lenders may allocate only a small number of loans to new 
investors, including the fund. There also may be fewer loans made or available, particularly during economic downturns. There is also a possibility 
that originators will not be able to sell participations in junior loans, which would create greater credit risk exposure for the holders of such 
loans. Bank loans may not be considered securities and therefore, the fund may not have the protections afforded by U.S. federal securities laws 
with respect to such investments.   
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Covenant lite loans risk. Covenant lite loans contain fewer maintenance covenants, or no maintenance covenants at all, than traditional loans and 
may not include terms that allow the lender to monitor the financial performance of the borrower and declare a default if certain criteria are 
breached. This may expose the fund to greater credit risk associated with the borrower and reduce the fund’s ability to restructure a problematic loan 
and mitigate potential loss. As a result, the fund’s exposure to losses on such investments may be increased, especially during a downturn in the 
credit cycle. 

Valuation risk. Many factors may influence the price at which the fund could sell any particular portfolio investment. The sales price may well 
differ—higher or lower—from the fund’s last valuation, and such differences could be significant, particularly for illiquid securities and securities 
that trade in relatively thin markets and/or markets that experience extreme volatility. If market conditions make it difficult to value some 
investments, the fund may value these investments using more subjective methods, such as fair value methodologies. These differences may 
increase significantly and affect fund investments more broadly during periods of market volatility.  Investors who purchase or redeem fund shares on 
days when the fund is holding fair-valued securities may receive fewer or more shares, or lower or higher redemption proceeds, than they would 
have received if the fund had not fair-valued securities or had used a different valuation methodology. The value of non-U.S. securities, certain fixed 
income securities and currencies, as applicable, may be materially affected by events after the close of the markets in which they are traded, but 
before the fund determines its net asset value. The fund’s ability to value its investments may also be impacted by technological issues and/or errors 
by pricing services or other third party service providers. The valuation of the fund’s investments involves subjective judgment. 

Investment in other investment companies risk. If the fund acquires shares of investment companies, including ones affiliated with the fund, 
shareholders bear both their proportionate share of expenses in the fund (including management and advisory fees) and, indirectly, the expenses of 
the investment companies (to the extent not offset by LMPFA or its affiliates through waivers). 

Cash management and defensive investing risk. The value of the investments held by the fund for cash management or defensive investing 
purposes can fluctuate. Like other fixed income securities, they are subject to risk, including market, interest rate and credit risk. If the fund holds 
cash uninvested, the cash will be subject to the credit risk of the depository institution holding the cash and the fund will not earn income on the 
cash. If a significant amount of the fund’s assets is used for cash management or defensive investing purposes, the fund will be less likely to achieve 
its investment objective. Defensive investing may not work as intended and the value of an investment in the fund may still decline. 

Portfolio management risk. The value of your investment may decrease if the subadvisers' judgment about the quality, relative yield, value or 
market trends affecting a particular security, industry, sector or region, or about interest rates, is incorrect or does not produce the desired results, or 
if there are imperfections, errors or limitations in the models, tools and data used by the subadvisers. In addition, the fund’s investment strategies or 
policies may change from time to time. Those changes may not lead to the results intended by the subadvisers and could have an adverse effect on 
the value or performance of the fund.  

Redemption risk. The fund may experience periods of heavy redemptions, particularly during periods of declining or illiquid markets, that could 
cause the fund to liquidate its assets at inopportune times or unfavorable prices or increase or accelerate taxable gains or transaction costs and may 
negatively affect the fund’s net asset value, performance, or ability to satisfy redemptions in a timely manner which could cause the value of your 
investment to decline. Redemption risk is greater to the extent that the fund has investors with large shareholdings, short investment horizons, 
unpredictable cash flow needs or where one decision maker has control of fund shares owned by separate fund shareholders, including clients or 
affiliates of the fund’s manager. In addition, redemption risk is heightened during periods of overall market turmoil. The redemption by one or more 
large shareholders of their holdings in the fund could hurt performance and/or cause the remaining shareholders in the fund to lose money.  

Operational risk. Your ability to transact with the fund or the valuation of your investment may be negatively impacted because of the operational 
risks arising from factors such as processing errors and human errors, inadequate or failed internal or external processes, failures in systems and 
technology, changes in personnel, and errors caused by third party service providers or trading counterparties. It is not possible to identify all of the 
operational risks that may affect the fund or to develop processes and controls that completely eliminate or mitigate the occurrence of such failures. 
The fund and its shareholders could be negatively impacted as a result. 

Cybersecurity risk. Cybersecurity incidents, both intentional and unintentional, may allow an unauthorized party to gain access to fund assets, fund 
or customer data (including private shareholder information), or proprietary information, cause the fund, the manager, the subadvisers and/or their 
service providers (including, but not limited to, fund accountants, custodians, sub-custodians, transfer agents and financial intermediaries) to suffer 
data breaches, data corruption or loss of operational functionality or prevent fund investors from purchasing, redeeming or exchanging shares or 
receiving distributions. The fund, the manager, and the subadvisers have limited ability to prevent or mitigate cybersecurity incidents affecting third 
party service providers, and such third party service providers may have limited indemnification obligations to the fund or the manager. Cybersecurity 
incidents may result in financial losses to the fund and its shareholders, and substantial costs may be incurred in order to prevent any future 
cybersecurity incidents. Issuers of securities in which the fund invests are also subject to cybersecurity risks, and the value of these securities could 
decline if the issuers experience cybersecurity incidents. 

Please note that there are other factors that could adversely affect your investment and that could prevent the fund from achieving its investment 
objective. More information about risks appears in the SAI. Before investing, you should carefully consider the risks that you will assume. 
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Portfolio holdings 
The fund’s policies and procedures with respect to the disclosure of the fund's portfolio securities are described in the SAI. For more information 
about the fund’s portfolio holdings, please visit the fund's website, www.leggmason.com/variablefunds and click on the name of the fund.  
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 More on fund management  
Legg Mason Partners Fund Advisor, LLC (“LMPFA” or the “manager”) is the fund’s investment manager. LMPFA, with offices at 620 Eighth Avenue, 
New York, New York 10018, also serves as the investment manager of other Legg Mason-sponsored funds. LMPFA provides administrative and 
certain oversight services to the fund. As of December 31, 2020, LMPFA’s total assets under management were approximately $214.6 billion 
(including approximately $259.2 million for which LMPFA provides non-discretionary investment models to certain institutional clients).  

Western Asset Management Company, LLC (“Western Asset”), Western Asset Management Company Limited (“Western Asset London”) and 
Western Asset Management Company Pte. Ltd. (“Western Asset Singapore” and, collectively with Western Asset and Western Asset London, the 
“subadvisers”) provide the day-to-day portfolio management of the fund as subadvisers.  

Western Asset, established in 1971, has offices at 385 East Colorado Boulevard, Pasadena, California 91101 and 620 Eighth Avenue, New York, 
New York 10018. Western Asset London was founded in 1984 and has offices at 10 Exchange Square, Primrose Street, London EC2A 2EN. Western 
Asset Singapore was established in 2000 and has offices at 1 George Street #23-01, Singapore 049145.  

Western Asset London and Western Asset Singapore provide certain subadvisory services relating to currency transactions and investments in non-
U.S. dollar-denominated securities and related foreign currency instruments. Western Asset London generally manages global and non-U.S. dollar 
fixed income mandates and Western Asset Singapore generally manages Asian (other than Japan) fixed income mandates. Each office provides 
services relating to relevant portions of Western Asset’s broader portfolios as appropriate.  

Western Asset London and Western Asset Singapore undertake investment-related activities including investment management, research and 
analysis, and securities settlement.  

Western Asset employs a team approach to investment management that utilizes relevant staff in multiple offices around the world. Expertise from 
Western Asset investment professionals in those offices add local sector investment experience as well as the ability to trade in local markets. 
Although the investment professionals at Western Asset London and Western Asset Singapore are responsible for the management of the 
investments in their local sectors, Western Asset provides overall supervision of their activities for the fund to maintain a cohesive investment 
management approach.  

Western Asset, Western Asset London and Western Asset Singapore act as investment advisers to institutional accounts, such as corporate pension 
plans, mutual funds and endowment funds. As of December 31, 2020, the total assets under management of Western Asset and its supervised 
affiliates, including Western Asset London and Western Asset Singapore, were approximately $480.7 billion.  

LMPFA pays the subadvisers a portion of the management fee that it receives from the fund. The fund does not pay any additional advisory or other 
fees for advisory services provided by Western Asset, Western Asset London or Western Asset Singapore.  

LMPFA, Western Asset, Western Asset London and Western Asset Singapore are indirect, wholly-owned subsidiaries of Franklin Resources. Franklin 
Resources, whose principal executive offices are at One Franklin Parkway, San Mateo, California 94403, is a global investment management 
organization operating, together with its subsidiaries, as Franklin Templeton. As of December 31, 2020, after giving effect to the transaction 
described below, Franklin Templeton’s asset management operations, including Western Asset and its supervised affiliates, had aggregate assets 
under management of approximately $1.5 trillion.  

On July 31, 2020, Franklin Resources acquired Legg Mason in an all-cash transaction. As a result of the transaction, LMPFA and the subadviser(s) 
became indirect, wholly-owned subsidiaries of Franklin Resources. Under the 1940 Act, consummation of the transaction automatically terminated 
the management and subadvisory agreements that were in place for the fund prior to the transaction.  The fund’s manager and subadviser(s) 
continue to provide uninterrupted services with respect to the fund pursuant to new management and subadvisory agreements that were approved 
by fund shareholders. 

Investment professionals  
Primary responsibility for the day-to-day portfolio management, development of investment strategy, oversight and coordination of the fund lies with 
the following investment professionals. The fund is managed by a broad team of investment professionals. Senior members of the portfolio 
management team are responsible for the development of investment strategy and oversight for the fund and coordination of other relevant 
investment team members. They work together with the broader Western Asset investment management team on portfolio structure, duration 
weighting and term structure decisions.   

Investment professional Title and recent biography Investment professional of the fund since 

S. Kenneth Leech 
Chief Investment Officer and has been employed by 
Western Asset as an investment professional for at 
least the past five years. 

2006 

Michael C. Buchanan 
Deputy Chief Investment Officer and has been 
employed by Western Asset as an investment 2006 
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professional for at least the past five years. 

Ian R. Edmonds 
Portfolio Manager and has been employed by 
Western Asset as an investment professional for at 
least the past five years. 

2012 

Walter E. Kilcullen 
Portfolio Manager and has been employed by 
Western Asset as an investment professional for at 
least the past five years. 

2012 

Christopher F. Kilpatrick 
Portfolio Manager and has been employed by 
Western Asset as an investment professional for at 
least the past five years. 

2017 

 

The SAI provides information about the compensation of the investment professionals, other accounts managed by the investment professionals and 
any fund shares held by the investment professionals.  

Management fee  
The fund pays a management fee at an annual rate of 0.70% of its average daily net assets.  

For the fiscal year ended December 31, 2020, the fund paid LMPFA an effective management fee of 0.70% of the fund’s average daily net assets for 
management services. The effective management fee reflects any fees waived by the manager (including any fees waived in connection with 
investments by the fund in affiliated investment companies for which the fund paid a management fee). 

A discussion regarding the basis for the Board’s approval of the fund’s management agreement and subadvisory agreements is available in the 
fund’s Semi-Annual Report for the period ended June 30, 2020.  

Expense limitation  
The manager has agreed to waive fees and/or reimburse operating expenses (other than interest, brokerage, taxes, extraordinary expenses and 
acquired fund fees and expenses) so that the ratio of total annual fund operating expenses will not exceed 0.90% for Class I shares and 1.15% for 
Class II shares, subject to recapture as described below. These arrangements are expected to continue until December 31, 2022, may be terminated 
prior to that date by agreement of the manager and the Board, and may be terminated at any time after that date by the manager. These 
arrangements, however, may be modified by the manager to decrease total annual fund operating expenses at any time.  The manager is also 
permitted to recapture amounts waived and/or reimbursed to a class within two years after the fiscal year in which the manager earned the fee or 
incurred the expense if the class’ total annual fund operating expenses have fallen to a level below the limits described above. In no case will the 
manager recapture any amount that would result, on any particular business day of the fund, in the class’ total annual fund operating expenses 
exceeding the applicable limits described above or any other lower limit then in effect. The manager has agreed to waive the fund’s management fee 
to an extent sufficient to offset the net management fee payable in connection with any investment in an affiliated money market fund. This 
management fee waiver is not subject to recapture. 

Additional information  
The fund enters into contractual arrangements with various parties, including, among others, the fund’s manager and the subadvisers, who provide 
services to the fund. Shareholders are not parties to, or intended (or “third-party”) beneficiaries of, those contractual arrangements.  

This Prospectus and the SAI provide information concerning the fund that you should consider in determining whether to purchase shares of the fund. 
The fund may make changes to this information from time to time. Neither this Prospectus nor the SAI is intended to give rise to any contract rights 
or other rights in any shareholder, other than rights conferred by federal or state securities laws.  

Distribution  
Legg Mason Investor Services, LLC (“LMIS” or the “distributor”), an indirect, wholly-owned broker/dealer subsidiary of Franklin Resources, serves as 
the fund’s sole and exclusive distributor.  

The fund has adopted a Rule 12b-1 shareholder services and distribution plan for Class II shares. Under the plan, Class II shares of the fund are 
subject to a distribution fee of 0.25% of the average daily net assets of the class. The plan allows Class II shares of the fund to bear distribution fees 
in connection with the sale and distribution of Class II shares. It also allows the fund to pay for services to Class II shareholders. From time to time, 
LMIS and/or financial intermediaries may agree to a reduction or waiver of these fees. This fee is an ongoing expense and over time may cost you 
more than paying other types of sales charges. Class I shares are not subject to any distribution and/or service fees.  

Additional payments  
In addition to payments made to intermediaries under the fund’s shareholder services and distribution plan and other payments made by the fund for 
shareholder services and/or recordkeeping, the distributor, the manager and/or their affiliates make payments for distribution, shareholder servicing, 
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marketing and promotional activities and related expenses out of their profits and other available sources, including profits from their relationships 
with the fund. These payments are not reflected as additional expenses in the fee table contained in this Prospectus. The recipients of these 
payments may include the fund’s distributor and affiliates of the manager, as well as Service Agents through which investors may purchase shares of 
the fund, including your Service Agent. The total amount of these payments is substantial, may be substantial to any given recipient and may exceed 
the costs and expenses incurred by the recipient for any fund-related marketing or shareholder servicing activities. The payments described in this 
paragraph are often referred to as “revenue sharing payments.” Revenue sharing arrangements are separately negotiated between the distributor, 
the manager and/or their affiliates, and the recipients of these payments.  

Revenue sharing payments create an incentive for an intermediary or its employees or associated persons to recommend or sell shares of the fund to 
you. Contact your Service Agent for details about revenue sharing payments it receives or may receive. Additional information about revenue sharing 
payments is available in the SAI. Revenue sharing payments, as well as payments by the fund under the shareholder services and distribution plan or 
for recordkeeping and/or shareholder services, also benefit the manager, the distributor and their affiliates to the extent the payments result in more 
assets being invested in the fund on which fees are being charged.  
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Share transactions 

Share classes 
The fund has two share classes, Class I and Class II shares. Class I and Class II shares have different expense structures. Class I shares are not 
subject to a shareholder services and distribution fee, while Class II shares are subject to a shareholder services and distribution fee of 0.25% of the 
average daily net assets of the class. 

Availability of the fund  
Shares of the fund may only be purchased or redeemed through variable annuity contracts and variable life insurance policies offered by the separate 
accounts of participating life insurance companies or through eligible pension or other qualified plans. Shares of the fund are sold at the fund’s net 
asset value next determined after receipt by the fund, through its agent, of a purchase request in good order.  

The interests of different variable insurance products investing in the fund could conflict due to differences of tax treatment and other 
considerations. The fund’s Board currently does not foresee any disadvantages to investors arising from the fact that the fund may offer its shares to 
different insurance company separate accounts that serve as the investment medium for their variable annuity and variable life products. 
Nevertheless, the Board intends to monitor events to identify any material irreconcilable conflicts which may arise, and to determine what action, if 
any, should be taken in response to these conflicts. If a conflict were to occur, one or more insurance company’s separate accounts might be required 
to withdraw their investments in the fund and shares of another fund may be substituted. In addition, the sale of shares may be suspended or 
terminated if required by law or regulatory authority or if it is found by the Board to be in the best interests of the fund’s shareholders.  

The fund reserves the right to reject any specific purchase order.  

Certain insurance companies may have selected, and the distributor may have made available, fund share classes with distribution and/or service-
related fees that are higher than other available share classes. As a result of higher fees paid by investors in such share classes, the amount of fees 
that may otherwise need to be paid by the distributor or its affiliates to such insurance company would decrease.  

Redemption of shares  
The redemption price of the shares of the fund will be the net asset value next determined after receipt by the fund, through its agent, of a 
redemption order from a separate account and by qualified plans, which may be more or less than the price paid for the shares. The fund will 
ordinarily make payment within one business day after receipt of a redemption request in good order. Redemption proceeds must be remitted to a 
separate account on or before the second day following receipt of the request in good order, except on a day on which the New York Stock Exchange 
(the “NYSE”) is closed or as permitted by the SEC in extraordinary circumstances.  

Under normal circumstances, the fund expects to meet redemption requests by using cash or cash equivalents in its portfolio or selling portfolio 
assets to generate cash. The fund also may pay redemption proceeds using cash obtained through borrowing arrangements that may be available 
from time to time.  

The fund may pay all or a portion of redemption proceeds by delivering securities (for example, if the fund reasonably believes that a cash 
redemption may have a substantial impact on the fund and its remaining shareholders). In that event, a redeeming shareholder may incur costs (such 
as brokerage commissions) in converting the securities into cash and the shareholder may receive less for the securities than the price at which they 
were valued for purposes of the redemption.  

The fund has available an unsecured revolving credit facility (the “Redemption Facility”) that may be used as an additional source of liquidity to fund 
redemptions of shares.  Unless renewed, the Redemption Facility will terminate on November 16, 2020, and there can be no guarantee that it will be 
renewed.   

During periods of deteriorating or stressed market conditions, when an increased portion of the fund’s portfolio may be comprised of investments 
that have lower liquidity, or during extraordinary or emergency circumstances, the fund may be more likely to pay redemption proceeds with cash 
obtained through short-term borrowing arrangements or by giving securities.  

Subject to applicable law, the fund may, with prior notice, adopt other policies from time to time requiring mandatory redemption of shares in certain 
circumstances. 

Frequent trading of fund shares  
Frequent purchases and redemptions of fund shares may interfere with the efficient management of the fund, increase fund transaction costs, and 
have a negative effect on the fund’s long-term shareholders. For example, in order to handle large flows of cash into and out of the fund, the 
subadviser may need to allocate more assets to cash or other short-term investments or sell securities, rather than maintaining full investment in 
securities selected to achieve the fund’s investment objective. Frequent trading may cause the fund to sell securities at less favorable prices. 
Transaction costs, such as brokerage commissions and market spreads, can detract from the fund’s performance. In addition, the return received by 
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long-term shareholders may be reduced when trades by other shareholders are made in an effort to take advantage of certain pricing discrepancies, 
when, for example, it is believed that the fund’s share price, which is determined at the close of the NYSE on each trading day, does not accurately 
reflect the value of the fund’s investments. Funds investing in foreign securities have been particularly susceptible to this form of arbitrage, but other 
funds could also be affected.  

Because of the potential harm to funds sold by the fund’s distributor and their long-term shareholders, the Board has approved policies and 
procedures that are intended to detect and discourage excessive trading and market timing abuses through the use of various surveillance 
techniques. Under these policies and procedures, the fund may limit additional purchases of fund shares by shareholders who are believed by the 
manager to be engaged in these abusive trading activities in the fund or in other funds sold by the distributor. In the event that a purchase request is 
rejected, the shareholder may nonetheless redeem its shares. The intent of the policies and procedures is not to inhibit legitimate strategies, such as 
asset allocation, dollar cost averaging, or similar activities that may nonetheless result in frequent trading of fund shares.  

Under the fund’s policies and procedures, the fund reserves the right to restrict or reject purchases of shares without prior notice whenever a pattern 
of excessive trading by a shareholder is detected in funds sold by the distributor. A committee established by the manager administers the policy. 
The policy provides that the committee may take action, which may include using its best efforts to restrict a shareholder’s trading privileges in funds 
sold by the distributor, if that shareholder has engaged in one or more “Round Trips” across all funds sold by the distributor. However, the committee 
has the discretion to determine that action is not necessary if it is determined that the pattern of trading is not abusive or harmful. In making such a 
determination, the committee will consider, among other things, the nature of the shareholder’s account, the reason for the frequent trading, the 
amount of trading and the particular funds in which the trading has occurred. Additionally, the committee has the discretion to make inquiries or to 
take any action against a shareholder whose trading appears inconsistent with the frequent trading policy, regardless of the number of Round Trips. 
Examples of the types of actions the committee may take include heightened surveillance of a shareholder account, providing a written warning 
letter to an account holder, restricting the shareholder from purchasing additional shares in the fund altogether or imposing other restrictions (such 
as requiring purchase orders to be submitted by mail) that would deter the shareholder from trading frequently in the fund. The committee will 
generally follow a system of progressive deterrence, although it is not required to do so.  

A “Round Trip” is defined as a purchase (including subscriptions) into a fund sold by the distributor either preceded or followed by a sale (including 
redemptions) of the same or a similar number of shares out of that fund within 30 days of such purchase. Purchases and sales of the fund’s shares 
pursuant to an automatic investment plan or similar program for periodic transactions are not considered in determining Round Trips. These policies 
and procedures do not apply to money market funds sold by the distributor.  

The fund’s shares are offered exclusively to insurance company separate accounts that fund certain insurance contracts or through eligible pension 
or other qualified plans. The policies apply to any account, whether a direct account or accounts with financial intermediaries such as investment 
advisers, broker/dealers or retirement plan administrators, and accounts held through intermediaries such as insurance company separate accounts, 
commonly called omnibus accounts, where the intermediary holds fund shares for a number of its customers in one account. The fund’s ability to 
monitor trading in omnibus accounts may, however, be severely limited due to the lack of access to an individual investor’s trading activity when 
orders are placed through these types of accounts. There may also be operational and technological limitations on the ability of the fund’s service 
providers to identify or terminate frequent trading activity within the various types of omnibus accounts. The distributor has entered into agreements 
with intermediaries requiring the intermediaries to, among other things, help identify frequent trading activity and prohibit further purchases by a 
shareholder identified as having engaged in frequent trading.  

The fund has also adopted policies and procedures to prevent the selective release of information about the fund’s holdings, as such information may 
be used for market-timing and similar abusive practices.  

The policies provide for ongoing assessment of the effectiveness of current policies and surveillance tools, and the Board reserves the right to modify 
these or adopt additional policies and restrictions in the future. Shareholders should be aware, however, that any surveillance techniques currently 
employed by the fund or other techniques that may be adopted in the future may not be effective, particularly where the trading takes place through 
certain types of omnibus accounts. Furthermore, the fund may not apply its policies consistently or uniformly, resulting in the risk that some 
shareholders may be able to engage in frequent trading while others will bear the costs and effects of that trading.  

Although the fund will attempt to monitor shareholder transactions for certain patterns of frequent trading activity, there can be no assurance that all 
such trading activity can be identified, prevented or terminated. Monitoring of shareholder transactions may only occur for shareholder transactions 
that exceed a certain transaction amount threshold, which may change from time to time. The fund reserves the right to refuse any client or reject 
any purchase order for shares for any reason. 

 Dividends, other distributions and taxes 
Distributions made by the fund are automatically reinvested in additional shares of the fund at net asset value unless the fund is instructed 
otherwise. Distributions to an insurance company separate account, and exchanges and redemptions of fund shares made by a separate account, 
ordinarily do not cause contract holders to recognize income or gain for federal income tax purposes. Please see the accompanying contract 
prospectus for information regarding the federal income tax treatment of distributions to the separate accounts and to contract holders.  

In order to enable insurance company separate accounts investing in the fund to comply with the diversification requirements applicable to 
“segregated asset accounts” under the Internal Revenue Code of 1986, as amended (the “Code”), the fund intends to structure its portfolio in a 
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manner that complies with those requirements and to prohibit investment in the fund by investors other than separate accounts established and 
maintained by insurance companies for the purpose of funding variable annuity and life insurance contracts and certain qualified pension and 
retirement plans and other regulated investment companies whose shares are generally offered only to such separate accounts and pension and 
retirement plans. The applicable Treasury regulations generally provide that, as of the end of each calendar quarter or within 30 days thereafter, no 
more than 55% of the total assets of a segregated asset account may be represented by any one investment, no more than 70% by any two 
investments, no more than 80% by any three investments, and no more than 90% by any four investments. For this purpose, all securities of the 
same issuer are considered a single investment, but in the case of U.S. government securities, each government agency or instrumentality is 
considered to be a separate issuer. An alternative asset diversification test may be satisfied under certain circumstances. So long as the fund 
qualifies as a “regulated investment company” and ensures that its shares are held only by qualifying investors (including other regulated investment 
companies whose shares are held only by qualifying investors), each segregated asset account investing in the fund will be entitled to “look through” 
to the fund’s portfolio in order to satisfy the diversification requirements. As noted above, shares of the fund are offered only to separate accounts 
established and maintained by insurance companies for the purpose of funding variable annuity and variable life insurance contracts and to certain 
qualified pension and retirement plans and other regulated investment companies whose shares are generally offered only to such separate accounts 
and pension and retirement plans; if the fund were to sell its shares to other categories of shareholders, the fund may fail to comply with applicable 
Treasury requirements regarding investor control. If the fund should fail to comply with the diversification or investor control requirements or fail to 
qualify as a regulated investment company under the Code, contracts invested in the fund would not be treated as annuity, endowment or life 
insurance contracts under the Code, and all income and gain earned in past years and currently inside the contracts would be taxed currently to the 
policyholders and income and gain would remain subject to taxation as ordinary income thereafter, even if the fund were to become adequately 
diversified.  
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 Share price 
You may buy or redeem shares at their net asset value next determined after receipt of your request in good order. The fund’s net asset value per 
share is the value of its assets minus its liabilities divided by the number of shares outstanding. Net asset value is calculated separately for each 
class of shares.  

The fund calculates its net asset value every day the NYSE is open. The fund generally values its securities and other assets and calculates its net 
asset value as of the scheduled close of regular trading on the NYSE, normally at 4:00 p.m. (Eastern time). If the NYSE closes at a time other than the 
scheduled closing time, the fund will calculate its net asset value as of the scheduled closing time. The NYSE is closed on certain holidays listed in 
the SAI.  

Orders to buy or redeem shares at a certain day’s price must be received by the fund, through its agent, before the scheduled close of regular trading 
on the NYSE on that day to receive that day’s price. If the NYSE closes early on that day, you must place your order prior to the scheduled closing 
time. It is the responsibility of the separate account or qualified plan to transmit all orders to buy or redeem shares to the transfer agent within the 
time period agreed to by such parties. 

Valuation of the fund's securities and other assets is performed in accordance with procedures approved by the Board. These procedures delegate 
most valuation functions to the manager, which generally uses independent third party pricing services approved by the Board. Under the procedures, 
assets are valued as follows: 

• The valuations for fixed income securities and certain derivative instruments are typically the prices supplied by independent third party pricing 
services, which may use market prices or broker/dealer quotations or a variety of fair valuation techniques and methodologies.  

• Equity securities and certain derivative instruments that are traded on an exchange are valued at the closing price (which may be reported at a 
different time than the time at which the fund’s NAV is calculated) or, if that price is unavailable or deemed by the manager not representative of 
market value, the last sale price. Where a security is traded on more than one exchange (as is often the case overseas), the security is generally 
valued at the price on the exchange considered by the manager to be the primary exchange. In the case of securities not traded on an exchange, or 
if exchange prices are not otherwise available, the prices are typically determined by independent third party pricing services that use a variety of 
techniques and methodologies. Investments in mutual funds are valued at the net asset value per share of the class of the underlying fund held by 
the fund as determined on each business day. 

• The valuations of securities traded on foreign markets and certain fixed income securities will generally be based on prices determined as of the 
earlier closing time of the markets in which they primarily trade. The prices of foreign equity securities typically are adjusted using a fair value 
model developed by an independent third party pricing service to estimate the value of those securities at the time of closing of the NYSE. When 
the fund holds securities or other assets that are denominated in a foreign currency, the fund will normally use the currency exchange rates as of 
4:00 p.m. (Eastern time). Foreign markets are open for trading on weekends and other days when the fund does not price its shares. Therefore, the 
value of the fund’s shares may change on days when you will not be able to purchase or redeem the fund’s shares. 

• If independent third party pricing services are unable to supply prices for a portfolio investment, or if the prices supplied are deemed by the 
manager to be unreliable, the market price may be determined by the manager using quotations from one or more broker/dealers. When such 
prices or quotations are not available, or when the manager believes that they are unreliable, the manager may price securities using fair value 
procedures approved by the Board. These procedures permit, among other things, the use of a formula or other method that takes into 
consideration market indices, yield curves and other specific adjustments to determine fair value. Fair value of a security is the amount, as 
determined by the manager in good faith, that the fund might reasonably expect to receive upon a current sale of the security. The fund may also 
use fair value procedures if the manager determines that a significant event has occurred between the time at which a market price is determined 
and the time at which the fund’s net asset value is calculated. 

Many factors may influence the price at which the fund could sell any particular portfolio investment. The sales price may well differ—higher or 
lower—from the fund’s last valuation, and such differences could be significant, particularly for securities that trade in relatively thin markets and/or 
markets that experience extreme volatility. Moreover, valuing securities using fair value methodologies involves greater reliance on judgment than 
valuing securities based on market quotations. A fund that uses fair value methodologies may value those securities higher or lower than another 
fund using market quotations or its own fair value methodologies to price the same securities. There can be no assurance that the fund could obtain 
the value assigned to a security if it were to sell the security at approximately the time at which the fund determines its net asset value. Investors 
who purchase or redeem fund shares on days when the fund is holding fair-valued securities may receive a greater or lesser number of shares, or 
higher or lower redemption proceeds, than they would have received if the fund had not fair-valued the security or had used a different methodology. 
The fund's fair value policies and procedures and valuation practices may be subject to change as a result of new Rule 2a-5 under the 1940 Act. 
However, no material changes to the fair valuation methodologies are currently anticipated. 
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 Financial highlights 
The financial highlights tables are intended to help you understand the performance of each class for the past five years, unless otherwise noted.  
Certain information reflects financial results for a single fund share. Total return represents the rate that a shareholder would have earned (or lost) 
on a fund share assuming reinvestment of all dividends and distributions. Total returns do not reflect expenses associated with a separate account 
such as administrative fees, account charges and surrender charges, which, if reflected, would reduce the total returns for all periods shown. The 
information below, for fiscal years ended December 31, 2017 or later, has been audited by the fund’s independent registered public accounting firm, 
PricewaterhouseCoopers LLP, whose report, along with the fund’s financial statements, is incorporated by reference into the fund’s SAI (see back 
cover) and is included in the fund’s annual report. The information for the years prior to the fiscal year ended December 31, 2017 was audited by 
another independent registered public accounting firm. The fund’s annual report is available upon request by calling toll-free 1-877-721-1926 or via 
the following hyperlink: (https://www.sec.gov/Archives/edgar/data/874835/000119312521065151/d15722dncsr.htm). 

For a share of each class of beneficial interest outstanding throughout each year ended December 31: 

Class I Shares1 2020 2019 2018 2017 2016 

Net asset value, beginning of year $7.19 $6.65 $7.30 $7.09 $6.53 

Income (loss) from operations:     
Net investment income 0.35 0.40 0.39 0.40 0.47 
Net realized and unrealized gain (loss) 0.18 0.53 (0.66) 0.21 0.54 

Total income (loss) from operations 0.53 0.93 (0.27) 0.61 1.01 

Less distributions from:     
Net investment income (0.29) (0.39) (0.38) (0.40) (0.45) 
Return of capital (0.00)2 — — — — 

Total distributions (0.29) (0.39) (0.38) (0.40) (0.45) 

Net asset value, end of year $7.43 $7.19 $6.65 $7.30 $7.09 
Total return3 7.32% 14.39% (3.92)% 8.65% 15.60%

Net assets, end of year (millions) $104 $109 $118 $144 $138 

Ratios to average net assets:     
Gross expenses 0.84% 0.83% 0.85% 0.82% 0.81%
Net expenses4 0.845 0.835 0.85 0.82 0.81 
Net investment income 4.89 5.56 5.37 5.34 6.77 

Portfolio turnover rate 98% 78% 103% 112% 98%
 
1 Per share amounts have been calculated using the average shares method.  
2 Amount represents less than $0.005 per share.  
3 Performance figures may reflect compensating balance arrangements, fee waivers and/or expense reimbursements. In the absence of 

compensating balance arrangements, fee waivers and/or expense reimbursements, the total return would have been lower. Total returns do not 
reflect expenses associated with separate accounts such as administrative fees, account charges and surrender charges which, if reflected, 
would reduce the total return for all periods shown. Past performance is no guarantee of future results.  

4 As a result of an expense limitation arrangement, the ratio of total annual fund operating expenses, other than interest, brokerage, taxes, 
extraordinary expenses and acquired fund fees and expenses, to average net assets of Class I shares did not exceed 0.90%. This expense 
limitation arrangement cannot be terminated prior to December 31, 2022 without the Board of Trustees’ consent. In addition, the manager has 
agreed to waive the Portfolio’s management fee to an extent sufficient to offset the net management fee payable in connection with any 
investment in an affiliated money market fund.  

5 Reflects fee waivers and/or expense reimbursements.
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For a share of each class of beneficial interest outstanding throughout each year ended December 31: 

Class II Shares1 2020 2019 2018 2017 2016 

Net asset value, beginning of year $7.43 $6.86 $7.52 $7.29 $6.70 

Income (loss) from operations:      
Net investment income 0.34 0.39 0.38 0.39 0.47 
Net realized and unrealized gain (loss) 0.19 0.56 (0.68) 0.22 0.55 

Total income (loss) from operations 0.53 0.95 (0.30) 0.61 1.02 

Less distributions from:      
Net investment income (0.28) (0.38) (0.36) (0.38) (0.43) 
Return of capital (0.00)2 — — — — 

Total distributions (0.28) (0.38) (0.36) (0.38) (0.43) 

Net asset value, end of year $7.68 $7.43 $6.86 $7.52 $7.29 
Total return3 7.12% 14.01% (4.16)% 8.43% 15.36%

Net assets, end of year (000s) $50,137 $42,186 $29,432 $29,168 $20,725 

Ratios to average net assets:      
Gross expenses 1.10% 1.08% 1.11% 1.07% 1.06%
Net expenses4 1.105 1.085 1.11 1.07 1.06 
Net investment income 4.63 5.29 5.16 5.09 6.54 

Portfolio turnover rate 98% 78% 103% 112% 98%
 
1 Per share amounts have been calculated using the average shares method.  
2 Amount represents less than $0.005 per share.  
3 Performance figures may reflect compensating balance arrangements, fee waivers and/or expense reimbursements. In the absence of 

compensating balance arrangements, fee waivers and/or expense reimbursements, the total return would have been lower. Total returns do not 
reflect expenses associated with separate accounts such as administrative fees, account charges and surrender charges which, if reflected, 
would reduce the total return for all periods shown. Past performance is no guarantee of future results.  

4 As a result of an expense limitation arrangement, the ratio of total annual fund operating expenses, other than interest, brokerage, taxes, 
extraordinary expenses and acquired fund fees and expenses, to average net assets of Class II shares did not exceed 1.15%. This expense 
limitation arrangement cannot be terminated prior to December 31, 2022 without the Board of Trustees’ consent. In addition, the manager has 
agreed to waive the Portfolio’s management fee to an extent sufficient to offset the net management fee payable in connection with any 
investment in an affiliated money market fund.  

5 Reflects fee waivers and/or expense reimbursements. 



  

Legg Mason Funds Privacy and Security Notice   

Your Privacy and the Security of Your Personal Information is Very Important to the Legg Mason Funds  
This Privacy and Security Notice (the “Privacy Notice”) addresses the Legg Mason Funds’ privacy and data protection practices with respect to 
nonpublic personal information the Funds receive. The Legg Mason Funds include any funds sold by the Funds’ distributor, Legg Mason Investor 
Services, LLC, as well as Legg Mason-sponsored closed-end funds. The provisions of this Privacy Notice apply to your information both while you are 
a shareholder and after you are no longer invested with the Funds.  

The Type of Nonpublic Personal Information the Funds Collect About You  
The Funds collect and maintain nonpublic personal information about you in connection with your shareholder account. Such information may 
include, but is not limited to:  
• Personal information included on applications or other forms;  
• Account balances, transactions, and mutual fund holdings and positions;  
• Bank account information, legal documents, and identity verification documentation; 
• Online account access user IDs, passwords, security challenge question responses; and  
• Information received from consumer reporting agencies regarding credit history and creditworthiness (such as the amount of an individual’s total 

debt, payment history, etc.).  
How the Funds Use Nonpublic Personal Information About You  
The Funds do not sell or share your nonpublic personal information with third parties or with affiliates for their marketing purposes, or with other 
financial institutions or affiliates for joint marketing purposes, unless you have authorized the Funds to do so. The Funds do not disclose any 
nonpublic personal information about you except as may be required to perform transactions or services you have authorized or as permitted or 
required by law. The Funds may disclose information about you to:  
• Employees, agents, and affiliates on a “need to know” basis to enable the Funds to conduct ordinary business or to comply with obligations to 

government regulators;  
• Service providers, including the Funds’ affiliates, who assist the Funds as part of the ordinary course of business (such as printing, mailing 

services, or processing or servicing your account with us) or otherwise perform services on the Funds’ behalf, including companies that may 
perform statistical analysis, market research and marketing services solely for the Funds; 

• Permit access to transfer, whether in the United States or countries outside of the United States to such Funds’ employees, agents and affiliates 
and service providers as required to enable the Funds to conduct ordinary business, or to comply with obligations to government regulators;  

• The Funds’ representatives such as legal counsel, accountants and auditors to enable the Funds to conduct ordinary business, or to comply with 
obligations to government regulators;  

• Fiduciaries or representatives acting on your behalf, such as an IRA custodian or trustee of a grantor trust.  
Except as otherwise permitted by applicable law, companies acting on the Funds’ behalf, including those outside the United States, are contractually 
obligated to keep nonpublic personal information the Funds provide to them confidential and to use the information the Funds share only to provide 
the services the Funds ask them to perform.  
The Funds may disclose nonpublic personal information about you when necessary to enforce their rights or protect against fraud, or as permitted or 
required by applicable law, such as in connection with a law enforcement or regulatory request, subpoena, or similar legal process. In the event of a 
corporate action or in the event a Fund service provider changes, the Funds may be required to disclose your nonpublic personal information to third 
parties. While it is the Funds’ practice to obtain protections for disclosed information in these types of transactions, the Funds cannot guarantee their 
privacy policy will remain unchanged.  

Keeping You Informed of the Funds’ Privacy and Security Practices  
The Funds will notify you annually of their privacy policy as required by federal law. While the Funds reserve the right to modify this policy at any 
time they will notify you promptly if this privacy policy changes.  
The Funds’ Security Practices  
The Funds maintain appropriate physical, electronic and procedural safeguards designed to guard your nonpublic personal information. The Funds’ 
internal data security policies restrict access to your nonpublic personal information to authorized employees, who may use your nonpublic personal 
information for Fund business purposes only.  
Although the Funds strive to protect your nonpublic personal information, they cannot ensure or warrant the security of any information you provide 
or transmit to them, and you do so at your own risk. In the event of a breach of the confidentiality or security of your nonpublic personal information, 
the Funds will attempt to notify you as necessary so you can take appropriate protective steps. If you have consented to the Funds using electronic 
communications or electronic delivery of statements, they may notify you under such circumstances using the most current email address you have 
on record with them.  
In order for the Funds to provide effective service to you, keeping your account information accurate is very important. If you believe that your 
account information is incomplete, not accurate or not current, if you have questions about the Funds’ privacy practices, or our use of your nonpublic 
personal information, write the Funds using the contact information on your account statements, email the Funds by clicking on the Contact Us 
section of the Funds’ website at www.leggmason.com, or contact the Funds at 1-877-721-1926.    Revised April 2018. 
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Legg Mason California Consumer Privacy Act Policy  
Although much of the personal information we collect is “nonpublic personal information” subject to federal law, residents of California may, in 
certain circumstances, have additional rights under the California Consumer Privacy Act (“CCPA”).  For example, if you are a broker, dealer, agent, 
fiduciary, or representative acting by or on behalf of, or for, the account of any other person(s) or household, or a financial advisor, or if you have 
otherwise provided personal information to us separate from the relationship we have with personal investors, the provisions of this Privacy Policy 
apply to your personal information (as defined by the CCPA). 
In addition to the provisions of the Legg Mason Funds Security and Privacy Notice, you may have the right to know the categories and specific pieces 
of personal information we have collected about you.  
You also have the right to request the deletion of the personal information collected or maintained by the Funds. 
If you wish to exercise any of the rights you have in respect of your personal information, you should advise the Funds by contacting them as set forth 
below. The rights noted above are subject to our other legal and regulatory obligations and any exemptions under the CCPA.  You may designate an 
authorized agent to make a rights request on your behalf, subject to the identification process described below.  We do not discriminate based on 
requests for information related to our use of your personal information, and you have the right not to receive discriminatory treatment related to the 
exercise of your privacy rights.  
We may request information from you in order to verify your identity or authority in making such a request. If you have appointed an authorized agent 
to make a request on your behalf, or you are an authorized agent making such a request (such as a power of attorney or other written permission), 
this process may include providing a password/passcode, a copy of government issued identification, affidavit or other applicable documentation, i.e. 
written permission. We may require you to verify your identity directly even when using an authorized agent, unless a power of attorney has been 
provided. We reserve the right to deny a request submitted by an agent if suitable and appropriate proof is not provided. 
For the 12-month period prior to the date of this Privacy Policy, the Legg Mason Funds have not sold any of your personal information; nor do we have 
any plans to do so in the future. 

Contact Information 
Address: Data Privacy Officer, 100 International Dr., Baltimore, MD 21202 
Email: DataProtectionOfficer@franklintempleton.com 
Phone: 1-800-396-4748 
 
Revised October 2020 
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Western Asset 
Variable Global High Yield Bond Portfolio  
You may visit www.leggmason.com/variablefundsliterature for a free copy of a Prospectus, Statement of Additional Information (“SAI”) or an Annual 
or Semi-Annual Report.  

Shareholder reports Additional information about the fund’s investments is available in the fund’s Annual and Semi-Annual Reports to 
shareholders. In the fund’s Annual Report, you will find a discussion of the market conditions and investment strategies that significantly affected 
the fund’s performance during its last fiscal year. The independent registered public accounting firm’s report and financial statements in the fund’s 
Annual Report are incorporated by reference into (are legally a part of) this Prospectus 
(https://www.sec.gov/Archives/edgar/data/874835/000119312521065151/d15722dncsr.htm).  

Statement of additional information The SAI provides more detailed information about the fund and is incorporated by reference into (is legally a 
part of) this Prospectus.  

You can make inquiries about the fund or obtain shareholder reports or the SAI (without charge) by calling the fund at 1-877-721-1926, or by writing 
to the fund at 100 First Stamford Place, Attn: Shareholder Services – 5th Floor, Stamford, Connecticut 06902.  

Reports and other information about the fund are available on the EDGAR Database on the Securities and Exchange Commission’s Internet site at 
http://www.sec.gov. Copies of this information may be obtained for a duplicating fee by electronic request at the following E-mail address: 
publicinfo@sec.gov.  

If someone makes a statement about the fund that is not in this Prospectus, you should not rely upon that information. Neither the fund nor the 
distributor is offering to sell shares of the fund to any person to whom the fund may not lawfully sell its shares.  

Shares of the fund are offered only to insurance company separate accounts that fund certain variable annuity and variable life insurance contracts 
and to qualified retirement and pension plans. This Prospectus should be read together with the prospectuses for those contracts and information for 
those plans. 

 

(Investment Company Act 
file no. 811-06310) 
FD04185ST 05/21 
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