Monthly Commentary as of 30 September 2008

Legg Mason Value Fund

Market Review

Global equities markets were severely damaged in September, undergoing a meltdown that has only accelerated during the first seven days
of trading in October. The Dow Industrials were the standout performer for the month domestically, down “only” -5.83%. As shown below,
the S&P 500 Index shed -8.91%, while the broader based Dow Jones Wilshire 5000 Index lost nearly -10%.

Total Returns

Sept QTD YTD
S&P 500 Index -8.91% -8.37% -19.29%
Dow Industrials -5.83% -3.72% -16.60%
Nasdag Composite Index -11.60% -8.59% -20.64%
S&P Mid-Cap 400 Index -10.71% -10.87% -14.35%
Russell 2000 Index -7.97% -1.11% -10.38%
Dow Jones Wilshire 5000 Index -9.30% -8.67% -18.64%
S&P 100 Index -7.82% -5.85% -19.22%
Russell 1000 Growth Index -11.58% -12.33% -20.27%
Russell 1000 Value Index -7.35% -6.11% -18.85%

Sources: Wilshire, Russell, NASDAQ via (Bloomberg) and S&P via (Bloomberg).

As bad as returns were in the U.S., they were worse overseas. In dollar terms, markets in the U.K., Germany, France, Russia, Japan, South
Korea and India all dropped more than the broadest based U.S. index, the Wilshire 5000. Of the major foreign bourses, only China fared
better than the U.S. market, down -4.26% for the month. There was little to cheer about even in Shanghai, as that market has lost more
than -60% in value since its October 2007 high.

September Returns (%)

Local Currency U.S. Dollars
FTSE 100 Index (UK) -12.83 -14.61
DAX Index (Germany) -9.21 -12.78
CAC 40 Index (France) -9.88 -13.42
MICEX Index (Russia) -23.82 -26.82
NIKKEI 225 (Japan) -13.29 -11.17
Hang Seng Index (HK) -14.74 -14.31
Kospi Index (So. Korea) -1.78 -10.35
Shanghai SE Comp. (China) -4.11 -4.26
BSE Sensex 30 Index (India) -11.62 -17.67

Sources: Bloomberg

September’s dismal market performance has proven to be a mere warm-up act for the gut-wrenching global meltdown that has occurred
during the first seven trading days in October.

Through Thursday, October 9, the S&P 500 Index is down -21.9% for the month to date, boosting year-to-date losses to -37.0% and the
fall from last October’s high to -40.6%. The carnage has sent investors scurrying for the safety and security of short-term U.S. Treasuries,
whose yields have dropped to as little as a few basis points on a couple of occasions in the last few weeks.

So what happened? Why has investor confidence been so shaken? While we can't yet say definitively, we're inclined to agree with the view
of GaveKal's Anatole Kaletsky and others that the serious trouble began on September 7, when Treasury Secretary Henry Paulson placed
Freddie Mac and Fannie Mae into conservatorship despite the fact that each was then in full compliance with all existing regulatory capital
requirements. By effectively throwing Freddie and Fannie common and preferred shareholders under the bus in the interest of “preserving
the system,” Paulson sent a message to the market that equity shareholders had been bad and needed to be punished. In Mr. Kaletsky’s
words: “After what Mr. Paulson did [to] investors who had poured $20 billion into Fannie and Freddie preferred stocks since last November
- with the strong support and encouragement of the U.S. Treasury itself - what conclusions would a rational investor draw about recapitalising
U.S. financial institutions in the future? The answer is obvious: No rational investor anywhere in the world will dream of helping to recapitalise
any U.S. financial institution that could conceivably run into trouble and require government support. In fact, it would seem extremely rash
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to put money even into seemingly healthy U.S. institutions, if these could be suddenly declared undercapitalised or insolvent by a change of
[regulatory] or accounting requirements, which is basically what happened to Fannie and Freddie, after Congress passed the Housing and
Economic Recovery Act in July.”

The market uncertainty created by the Treasury’s manhandling of the GSEs was exacerbated by its quasi-nationalization of AIG on extremely
punitive terms to common and preferred shareholders. Next in the line of confidence-shaking events was the Lehman bankruptcy. Unlike J.P.
Morgan Chase’s takeover of Bear Stearns where debt-holders were protected, in the Lehman bankruptcy, debt-holders were left to fend for
themselves. The subsequent massive losses experienced by Lehman debt-holders led to tumult for money-market funds and caused the
Reserve Fund, the largest and one of the oldest U.S. money funds, to “break the buck,” precipitating a mini-run on money-market funds
generally. Once the safety of money-market funds came into question, anxiety levels among institutional investors and the general investing
public soared. Demand for commercial paper and other forms of non-governmental short-term debt dried up as money fund operators
shunned nearly everything but short-term U.S. Treasuries. The threat of a full-blown run on the $3.5 trillion money-market business was, in
our view, the precipitating event for the Treasury’s $700 billion bailout proposal.

As the world watched the legislative process surrounding the bailout plan, it became clear that there is more than a little truth to the old saw
that there are two things you don’t want to see made: sausage and legislation. In one end of the meat-grinder went a three-page memo
from Secretary Paulson outlining the plan. Out the other end came a 451-page, pork-laden monstrosity dubbed the Troubled Asset Recovery
Plan (TARP). While TARP is far from perfect, we thought at the time it passed that it was better than no bill at all. Given the market’s extreme
weakness since the legislation was enacted, we may need to revise our view. The basic flaw in the bill, in our opinion, is that it provides strong
disincentives to participate and may not, therefore, be as effective as was intended. For example, sellers of so-called troubled assets to the
government are required to grant the government some form of incremental compensation such as warrants, preferred stock or debt, even
if the purchased assets are subsequently resold by the government at a profit. We think many prospective sellers may find this unappealing.
The anti-equity spirit of the bill is likely, in our opinion, an important reason why the market has been so weak since its passage.

In real estate investing, experts say the three most important factors to consider are: location, location and location. In the stock market, we
believe the three most important factors to consider today are: confidence, confidence and confidence. Once confidence is lost, as it has been
lately, it is very difficult to restore. Prices drop with no regard for valuation until someone is willing to step in and buy. But unlike a half-off
sale at Macy’s, stock market buyers are not attracted to bargains. Instead of lining up around the block to buy, they run the other way. A year
ago, investors were eagerly buying stocks with the Dow Industrials over 14,000. Today, investors are abandoning the market in droves with
the Dow under 8600. It is ever thus and always will be. Most people are not wired properly to be successful investors. Hundreds of thousands
of years of human history have wired their brains to seek pleasure and avoid pain. Since studies show that a loss of a given magnitude is
twice as painful as a gain of similar size is pleasurable, it should be no surprise that lower prices are now producing urgent selling rather than
eager buying.

As an illustration of how “unnatural” a rational investment process is for the average person to employ, another study by Antonio Damasio
and others found that individuals whose brains had been damaged in such a way as to prevent them from experiencing emotions
outperformed a group of individuals with “normal” brain function in an investment experiment. Both groups were given the opportunity to
participate in a series of coin-flips where the payoff for winning exceeded the cost of losing. Since the expected value of each round was
positive, the rational thing to do was play every time, which is exactly what the brain-damaged participants did. In contrast, the “normal”
group let their experience in prior rounds affect their decision to play in subsequent rounds. If they won, they kept playing. If they lost a few
times, they began sitting out rounds, even though the odds had been structured to be in their favour each round. At the end of the exercise,
the brain-damaged group had accumulated more money than the normal group because they kept playing.
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Fund Review

The Legg Mason Value Fund underperformed the S&P 500 Index in the month of September, declining 11.20%" versus an 8.91% decline for the
index. Year-to-date through September, the portfolio trails the S&P 500 by 1739 basis points, down 36.68% versus a loss of 19.29% for the index.

Value Fund Bottom Contributors September 2008*

Bottom Contributors % Weight Return Contribution
American International Group, Inc. 1.40 -86.02 -2.55
The AES Corporation 7.21 -23.33 -1.89
Aetna Inc. 6.15 -16.26 -1.10
UnitedHealth Group Incorporated 4.89 -16.49 -0.86
Time Warner Inc. 3.97 -19.80 -0.85
Freddie Mac 0.30 -93.19 -0.77
Amazon.com, Inc. 7.42 -9.90 -0.74
Electronic Arts Inc. 2.60 -24.20 -0.68
Google Inc. 3.56 -13.16 -0.52
CA Inc. 2.50 -16.29 -0.42

The massive deleveraging in the global financial markets accelerated in September. It seems that the only certainty is that the “financial
tsunami” will leave in its wake a radically transformed financial industry landscape. As part of this transformation, on the 7th September,
regulators put the two government-sponsored enterprises (GSEs), Fannie Mae and Freddie Mac, into conservatorship. Given that the firms
met all stated regulatory requirements, it seems that the government was acting largely on its desire to reduce systemic risk, to improve
mortgage affordability, and to stabilise housing prices and the economy. In addition to massively diluting existing shareholders, the regulators’
actions left unanswered many key questions crucial for assessing the GSEs' long-term risk-reward potential, prompting us to eliminate the
portfolio’s Freddie Mac position.

In hindsight, while we factored the risk of nationalisation into our analysis of Freddie Mac, we did not believe the government would
preemptively seize control of a privately owned institution that had continued access to capital markets for funding and was in full compliance
with all published rules, regulations, and capital requirements. While politically popular at the time, the nationalisation of the GSEs set off a
panic across the financial industry and drove risk capital out of the system. The selling wave which claimed Lehman Brothers and Merrill Lynch
within a week, hit AlG in mid-September when credit rating agencies downgraded the firm. The downgrades significantly accelerated AIG’s
liquidity demands at a time when the financial system was under extreme stress. In a tell-tale sign of the shaky market confidence, several
large banks declined to provide a loan package to rescue AlG despite the urging of the Fed. It was clear that our investment case, based on
the long-term fundamental value of AIG’s global franchise, was unlikely to have a chance to play out and we exited the position before the
Fed came forward with a costly “bailout” that diluted existing shareholders by almost 80%.

The fallout in the financial sector is casting a long shadow over the broader economy. The electric power industry became a victim when
worries about counterparty risk and liquidity pummeled Constellation Energy, with the ripple effects hurting portfolio holding AES
Corporation. Investors also fled AES due to the recent strength in the US dollar as investors recalled the company’s 2001-2003 financial crisis
which was exacerbated by a strong dollar combined with a mismatch between the company’s significant foreign revenues and its
predominantly dollar-denominated debt. However, AES is now much more conservatively financed, with three-quarters of its non-recourse
debt denominated in the currency matching the projects’ revenues. As a result, we believe that the currency concerns are overblown and
continue to see attractive risk-adjusted returns from the now marked-down share price levels.

The double-digit declines in our managed care holdings, Aetna and UnitedHealth, likely reflected a confluence of several factors, including
exposure to Lehman and AIG debt (which, in fact, account for just 1% of UnitedHealth’s total investments and 2% of Aetna’s), lingering
concerns on the industry “underwriting cycle” (the latest Kaiser survey of employer-sponsored health plans suggested continued deceleration
in premium growth), and heightened volatility as the November election approaches (neither candidate is particularly friendly to managed
care, although we doubt significant policy changes are imminent whoever is in the White House next year). In the end, we believe that the
relevant question for investors is “what is discounted?” With the managed care providers’ shares offering double-digit free cash flow yields,
we believe that the odds are in investors’ favour.

' Class A Distr. (A) US Dollar Shares.

2 This attribution represents our unconstrained portfolio. Exact weightings in some client portfolios may differ slightly from the model, and
therefore, precise attribution may also differ slightly.

Source for performance figures - Legg Mason. Performance is calculated on a NAV to NAV basis. Performance calculations include
reinvested dividends, without deduction of withholding tax, and the deduction of the Total Expense Ratio over the calculated period. Sales
charges, taxes and other locally applied costs to be paid by an investor have not been deducted.
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The grim macroeconomic picture also took its toll on a number of other companies. Media giant Time Warner rescinded the guidance it
provided in August for positive revenue growth for the second half, citing weak advertising revenue at its AOL unit. Indeed, while the hard-
hit financial and real estate industries represent just 10% of total ad spending, they accounted for 23% of the growth in the past four years.
Also contributing to the -20% share price decline might be investors’ propensity to “sell the news” now that the catalysts — the impending
divestiture of Time Warner Cable, the improvement in the capital allocation process, and a potential sale of AOL — are clearly in sight. While
we would not be surprised by short-term volatility, we believe that the long-term value of the company remains compelling.

The warning from AOL echoed the cautious comments made earlier by Google’s CEO Eric Schmidt that his company also faces a more
challenging environment for ad sales. As a result, Google’s shares declined -13% during September as investors shrugged at the company’s
continued market share gains in search advertising and the launch of its Android-powered smart phone that promises to extend Google’s
competitive advantage onto the mobile platform.

Amazon.com moderately underperformed the market in September, dropping nearly -10%. Among investors’ concerns was the adverse
impact of the rebound in the US dollar, given that nearly half of Amazon’s revenues are sourced abroad. Rather than quibbling over the ebbs
and flows in the foreign exchange markets, though, we believe long-term investors are better served by focusing on the company’s widening
competitive lead over its e-commerce peers from differentiating innovations such as its Amazon Prime unlimited delivery programme, the
Kindle e-book reader, and its various offerings in the Web services market, all of which point to significant value creation in the long run.

In the technology sector, Electronic Arts suffered a loss of -24% despite a successful debut of its groundbreaking online game Spore, the
company’s reiteration of its three-year goal of reaching $6 billion in revenues and $1.5 billion in operating profits by fiscal year 2011, and industry
data showing robust game revenue growth and market share gain for ERTS. The surprise withdrawal of ERTS's bid for rival Take-Two may have
disappointed some investors, as the combination of the two leading game publishers would have led to significant synergies. While the company
remains a “show-me"” story, we are encouraged that management is focusing not only on fixing short-term operating problems but also on long-
term strategic initiatives to build out a direct-to-consumer business, which should smooth the transition between console cycles.

Finally, software company CA Inc. fell -16% amid concerns of a global IT spending slowdown. Its shares, trading close to the annuity value
of its current contract portfolio, present investors with limited downside and potentially sizable upside if the company can achieve any
meaningful top-line growth or cost reduction.

Top Contributors September 2008 % Weight Return Contribution
JPMorgan Chase & Co. 4.42 22.79 0.67
Citigroup Inc. 4.73 8.06 0.45
Capital One Financial Corporation 2.65 15.70 0.38

On the positive side of the ledger, the three major contributors to September’s performance all hail from the Financial sector. We believe their
strong returns, well in excess of the market and the sector indices, were driven by the resetting of expectations in light of company-specific
progress amid policymakers’ escalating efforts to improve market liquidity and reduce systemic risk.

JPMorgan Chase purchased Washington Mutual’s deposits and branch assets for $1.9 billion after Federal regulators seized America’s largest
thrift in late September. In addition to catapulting JPMorgan into position as the largest US depository institution and giving it immediate
scale in California, Washington and Florida, the transaction is also expected to be accretive to earnings from year one. Despite the challenging
industry environment and inherent uncertainty about WaMu'’s credit exposures, we believe that JPMorgan had conducted thorough due
diligence prior to the deal, and that the low transaction price (about 1% of WaMu'’s deposits) should further limit the downside risk. JPMorgan
also raised $10 billion in equity to buttress its capital position. We note that this is the second major deal that JPMorgan scored this year at
bargain-basement prices with the apparent blessing of regulators. The stock’s 23% gain in the month reflected investors’ optimism that with
the company’s strong capital position, Jamie Dimon and his team are now well positioned to play offence and eventually emerge triumphant
in the coming wave of industry consolidation.

Citigroup tried to manoeuvre itself into a similar position when it launched a bid for its seriously weakened banking rival Wachovia. As of month-
end, the two companies had reached an agreement whereby Citi would pay $2.2 billion in common stock to acquire Wachovia’s banking
operations. In connection with the transaction, Citi would raise $10 billion in common equity, issue $12 billion in preferred and warrants to the
Federal Deposit Insurance Corporation, and cut its dividend in half. Regulators are facilitating the deal by helping limit Citi's maximum credit loss
exposure on acquired assets to $42 billion. In early October, however, Wells Fargo launched a higher bid for Wachovia. If Citigroup’s bid for
Wachovia's banking operations ultimately proves successful, we expect the transaction to create long-term strategic value that was partly
reflected in the 8% run-up in Citi's shares. As of this writing, the ultimate fate of Wachovia remains undecided. Nevertheless, the bidding war
once again suggests that when the dust settles, those players with sustainable advantages and strong franchises should emerge as winners.

Finally, Capital One seized on a golden opportunity and bolstered its staying power when it announced a 14-million-share secondary offering
with minimal dilution in the wake of the SEC’s temporary ban on the short selling of financials. As a result of the offering, Capital One’s
capital ratio should reach 6.5% at the end of the third quarter, versus its second-quarter level of 6.1%, and well above the rating agency
target of 5.5-6.0%. Investors rewarded management’s opportunistic move by bidding up Capital One’s shares by 16% during the month.
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Outlook

With the benefit of hindsight, we have obviously been wrong to be as constructive on the market as we have been. Since the middle of last
year, it has paid handsomely to be cautious, sceptical and defensive. The correct posture has been to assume that the situation would continue
to deteriorate, rather than look for reasons that it might improve. We are optimists by nature, a trait that has served us well over the long
haul, but not recently. We thought the market might be turning in January and again in March, following the takeover of Bear Stearns. The
May bottom also looked promising, and we really thought the July low would hold. It did not. We now find ourselves in early October with
the Dow Industrials at 8579.19 and the S&P 500 at 909.92.

Having been prematurely bullish - and wrong - on the market, is it now proper to be bearish or to equivocate? We think not. As humbly as
we can, we state that we believe investors are now being afforded one of the best buying opportunities of their lifetimes, comparable, in our
view, to the opportunities presented at the bottoms of the bear markets of 1974 and 1982. If we are wrong about that, we will have yet
another reason to apologise. Even if we're right - and we see a lot of indicators that suggest to us that we might be - few people will have
the courage to take advantage of the opportunity. The market is in full panic mode. Selling is begetting more selling. Mutual funds are selling
to meet redemptions. Hedge funds are selling to reduce leverage and meet redemptions of their own. When will the selling end? We don't
know. What will end it? We're not sure. We know only that the market appears significantly undervalued to us now, that anxiety levels - as
measured by the VIX, the TED Spread, credit spreads and the miniscule yields on short-term Treasuries - are through the roof and pessimism
about the outlook for stocks and the economy is rampant.

While valuation doesn’t seem to matter much right now, ultimately we believe it will. We continue to put the fair value multiple of the S&P
500 at 17.4 times earnings, based on a 6% long-term growth rate, a 10-year Treasury rate of 3.83% and an equity risk premium of 4.50%.
The difficult task right now is trying to figure out what earnings will be. According to the latest figures from Standard and Poor's website,
the current bottom-up consensus earnings estimates for the S&P 500 Index for 2008 and 2009 are $77.60 and $104.15, respectively, implying
earnings multiples of 11.7 and 8.7, respectively, for 2008 and 2009. The 2008 estimate could be close, but the 2009 estimate looks way too
high to us now. We believe it is highly likely that the U.S. economy has fallen into recession, with negative implications for corporate earnings.
S&P's top-down estimates seem more reasonable to us, and perhaps even conservative. They show S&P 500 Index earnings being roughly flat
in 2009 over 2008 at $68.52, implying an earnings multiple of 13.3 on both this year's earnings and next. Another way of looking at it is to
say that earnings would have to fall below $52.25 in 2009 in order for the market to be overvalued on our work.

Veteran market strategist Steve Leuthold normalises earnings by using a five-year average to get around the difficulty of estimating earnings
at economic turning points. His latest work indicates that as of October 3, 2008, the S&P 500 Index was trading at a normalised P/E of 14.8
times, implying normalised earnings as of that date of about $74.25. Using that estimate and the S&P 500’s October 9, 2008 closing low of
909.92, the S&P is currently trading at 12.3 times normalised earnings, versus a median value of 18.6 times, and an average value of 18.0
times earnings since 1957, according to Leuthold.

Leuthold, who is also currently bullish, notes in his latest View from the North Country (October 2008) that investors’ longer-term returns are
heavily influenced by the multiple of earnings they pay at time of purchase. Buying when stocks are in the bottom 30% of their range in
terms of normalized P/E (as they are now) has produced 1- and 10-year annual compound total returns of 17.4% and 15.5%, respectively.
Buying when stocks are in the top 30% of their range (as they were in the middle of last year) has produced 1- and 10-year annual compound
total returns of 7.0% and 7.5%, respectively, not horrible, but well below average and nothing like the opportunity that presents itself today.

As we noted earlier, human beings are not naturally wired to be great investors. We believe the converse of this is also true. Great investors
are wired differently than most human beings. One great investor - perhaps the greatest of our time - after sitting on a mountain of cash for
several years, is now committing a sizeable chunk of that cash to the market. We're talking about Warren Buffett, who has invested nearly
$13 billion in three companies - Constellation Energy ($4.7 billion), Goldman Sachs ($5 billion) and General Electric ($3 billion) - over the last
few weeks. That's $13 billion that we know about. Remembering Buffett’s famous admonition to be “fearful when others are greedy, and
greedy when others are fearful,” we were fascinated to hear him say in a recent television interview that he has rarely seen investors more
fearful than they are right now. We think it’s safe to say that the $13 billion of announced deals are not his only recent purchases. In our
opinion, investors should follow Mr. Buffett's example.

As always, we thank you for your support and welcome your comments.
David E. Nelson, CFA

Chairman, Investment Policy Committee
Legg Mason Capital Management

ASSET MANAGERS, FUND DISTRIBUTORS AND AUTHORISED INTERMEDIARIES. NOT FOR USE BY PRIVATE INDIVIDUALS.

PAST PERFORMANCE IS NO GUIDE TO FUTURE RETURNS AND MAY NOT BE REPEATED. THIS DOCUMENT IS FOR USE BY -
N



Monthly Commentary as of 30 September 2008

Legg Mason Value Fund

Important Information

Rolling 12 Month Performance to End of Last Month Cumulative Performance
30.09.07 30.09.06 30.09.05 30.09.04 30.09.03 5 Vears Since Performance
30.09.08 30.09.07 30.09.06 30.09.05 30.09.04 Inception
Fund' (USD) -42.72% 12.22% 1.68% 13.75% 10.04% -18.19% 9.63%
Benchmark? (USD) -21.98% 16.44% 10.79% 12.25% 13.87% 28.65% 26.51%

Performance Inception Date: 23/03/1998.
' Legg Mason Value Fund (Class A Distr. (A)).
2 S&P 500 Index.

Source for performance figures - Legg Mason. Performance is calculated on a NAV to NAV basis. Performance calculations include
reinvested dividends, without deduction of withholding tax, and the deduction of the Total Expense Ratio over the calculated period. Sales
charges, taxes and other locally applied costs to be paid by an investor have not been deducted.

This is a sub-fund (Fund) of Legg Mason Global Funds plc, an umbrella fund with segregated liability between sub-funds, established as an
open-ended investment company with variable capital and incorporated with limited liability under the laws of Ireland with registered number
278601. It qualifies, and is authorised in Ireland by the Financial Regulator as an undertaking for collective investment in transferable securities
and is a section 264 Scheme as recognised by the FSA.

This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up
and investors may not get back the amounts originally invested. The value of investments and the income from them can be affected by
changes in interest rates, in exchange rates, general market conditions, political, social and economic developments and other variable
factors. This Fund may select fewer equities in which to invest and this concentration carries more risk than funds investing in a larger number
of companies. Please refer to the Simplified Prospectus and Prospectus documentation, which describe the full objective and risk factors
associated with this Fund.

This Fund is offered solely to non-US investors under the terms and conditions of the Fund’s current prospectus — please refer to the Simplified
Prospectus and Prospectus documentation, which describe the full objective and risk factors associated with this Fund. Before investing you
should carefully read the Prospectus. Copies of prospectuses, simplified prospectus, semi-annual and annual reports, if published, may be
obtained at: PNC Global Investment Servicing (Europe) Limited, Riverside Two, Sir John Rogerson’s Quay, Grand Canal Dock, Dublin 2, Ireland.
This document is for use by Professional Clients and Eligible Counterparties. It is not aimed at, or for use by, Retail Clients. This information
has been prepared from sources believed reliable but is not guaranteed by Legg Mason Investments and is not a complete summary or
statement of all available data. Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors.

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

October 2008 Ref: 3921
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For the third quarter of 2008, the Legg Mason Growth Fund declined by 26.94%" in US dollar terms, while its benchmark, the Russell 17000
Index, lost 12.33% in US dollar terns.

“Both the panic and the boom are eminently psychological phenomena. This is not saying that the fundamental conditions do
not warrant sharp declines in prices and at other times equally sharp advances. But the panic, properly so-called, represents a
decline greater than is warranted by conditions, usually because of the excited state of the public mind. It is really astonishing
what a hold the fear of a possible panic has on the minds of many investors.”

G.C. Seldon, The Psychology of the Stock Market (1912)

The US stock markets are amidst a severe financial panic caused by the credit problems in our financial sector. The panic is further exacerbated
by forced liquidations at hedge funds, margin calls and redemptions. Because there is very little buying of US stocks presently, the absence
of adequate liquidity to absorb the selling has caused stock prices to drop dramatically. This has been the most difficult time for our Fund
and its shareholders. As a fellow shareholder (most of my family’s equity investments are invested in the Growth Fund), | have financially
shared with you our recent disappointing performance.

However, despite the difficulties we currently face in the stock market, | remain steadfast in my belief in the long-term opportunities for global
growth, and as such, | observe a remarkable list of outstanding US and international companies selling at prices far removed from my
conservative estimation of their value. It is precisely at these times when fear, panic, and relentless pessimism offer the greatest opportunity
to invest in the stock market. During financial panics, it is often hard to see past tomorrow. But for those who believe the financial world is
not coming to an end and who have both the emotional and financial wherewithal to remain investors over the next three years, my
confidence is extremely high that this commitment will likely be rewarded with above-average returns.

The challenge to endure a financial panic and stock market sell-off is reconciling the imbalance between emotion and intellect. At times like
these, emotions overwhelm the intellectual defence for staying the course. Each of you, | am sure, has experienced at least one, if not more
than one, panic period in the stock market. Since 1995, for example, investors have experienced the Asian financial crisis and demise of the
hedge fund Long-Term Capital Management (1998), the worst terrorist attack against the US (September 2001), the worst bear market since
the Great Depression (2000-2002), and countless other bumps along the way that now, in hindsight, all seem manageable. Looking back at
these extreme periods, we might now wonder what was all the fuss? The world continued to revolve, global economies continued to grow,
and after a severe downturn, the stock markets recovered and reached new highs. This history review in no way is an attempt to trivialise
what we are experiencing presently, and | assure you the emotional stress for investors during 1998, 2001, and 2000-2002 periods was every
bit as debilitating as it appears now. The lesson | am attempting to share with you is as obvious as it is difficult to learn. Financial panics and
bear markets occur periodically, and each one carries with it an emotional burden that at the time is often too much to bear. Some of you
might have sold stocks during this period; some of you might have just held on to what you owned; a few of you even might have bought
more shares at lower prices. Whatever your investment action was during these most distressed periods, we all have one thing in common.
We entered the financial panic and the oversold stock market and lived through it, and each of us came out the other side and witnessed a
recovering economy and a rising stock market.

The extreme condition of our financial markets has caused the US government and its agencies to undertake historic policy actions with
deliberate speed and force. It is important to understand that in previous financial panics, once the collective action of the President,
Congress, Treasury, Federal Reserve Board and the Securities and Exchange Commission became fully engaged in solving the financial panic,
we soon moved past the apex of the crisis and entered into the recovery period. Today, we have every reason to believe the determination
of the US government’s collective action will help solve our current financial crisis.

Although the economic landscape today compares to the mortgage crisis, economic recession, and stock market sell-off in 1990-1991, the
price action of the stock market reminds me more of the panic that followed the terrorist attacks on September 11. Then, as now, the sell-
off in the stock market was breathtaking. But what happened over the next six months? The S&P 500 Index was up 11%, and the Russell
1000 Growth Index was up 12%. What happened during those six short months? When the stock market reopened the week of September
17, stocks became massively oversold, the economy that bottomed in the fourth quarter of that year began to recover, and stocks sensing
better economics ahead (the market is a discounting mechanism) began to rally. But the more important question is: Why did the growth
equity investment strategies that we adopted at the time at Legg Mason Capital Management, after dramatically underperforming the
market in the third quarter of 2001, suddenly outperform the broader indices? What did we do specifically? Answer: We did not sell stocks
and invest in cash. We did not sell growth companies to buy the more conservative defensive companies. We did, however, reposition the
portfolio into some of the highest quality blue chip growth companies in the S&P 500 Index. Quality blue chip stocks had sold off dramatically

' Class A Distr. (A) US Dollar Shares.

Source for performance figures — Legg Mason. Performance is calculated on a NAV to NAV basis. Performance calculations include
reinvested dividends, without deduction of withholding tax, and the deduction of the Total Expense Ratio over the calculated period. Sales
charges, taxes and other locally applied costs to be paid by an investor have not been deducted.
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in September 2001, which then offered the best risk/reward opportunity in the stock market. By investing in these companies, we decreased
the economic risk to the portfolio without forfeiting the upside opportunity that comes with buying stocks at discounts to fair value.

The portfolio strategy we employed in 2001 is exactly the same strategy | am now pursuing in the Legg Mason Growth Fund. We have not
sold stocks to invest in cash. We have not sold growth names to buy a bucket of defensive stocks. Rather, | am repositioning the portfolio in
high-quality blue chip growth companies that are now selling at very big discounts to our estimate of fair value. Of course, | cannot guarantee
what our performance will be six months or 12 months from now. However, | believe our portfolio strategy best positions the Growth Fund
to enjoy above-average investment returns over the next three years.

During the third quarter, we witnessed significant price declines in three broad areas: financials, global industrials, and technology. In the
financial sector, we experienced the largest negative contribution to our performance from our investments in American International Group
and Freddie Mac. The “financial tsunami” that rolled through our capital markets during the month of September has had a profound impact
on how investors will think about financial companies in the future. On September 7, 2008, the Treasury Department placed Freddie Mac
and Fannie Mae into conservatorship. To say we were surprised and shocked by this most unexpected government seizure of private property
is an understatement. As Treasury Secretary Henry Paulson pointed out, both Freddie Mac and Fannie Mae and their executives, officers, and
board members had done nothing illegal. Both companies were solvent and generating excess free cash flow. Both companies met all the
stated regulatory requirements.

So why did the US government seize two private companies that had done nothing wrong? The answer, we were told, was the need for the
government to act in such a way to reduce the systemic risk of the capital markets, improve mortgage affordability, and stabilise housing
prices. Because many foreign central banks were not only large holders of government sponsored enterprise? (GSE) debt, but also were
significant purchasers of the monthly auctions of GSE debt, the Treasury felt it needed to place the GSEs into government conservatorship to
ensure foreign central banks would continue to own and purchase GSE debt.

So our ownership of Freddie Mac was taken over by the government to help ensure the betterment of the greater whole, yet we were not
fairly compensated for this financial “eminent domain.” Instead, our ownership in Freddie Mac was essentially diluted 80% by the
government’s benevolent deed.

Clearly, we are in unprecedented times. Never before have | witnessed the US government seize private property from a company and its
shareholders when admittedly the company had done nothing wrong or illegal. We believe this move by our government set us on a course
of unintended financial consequences. Instead of stabilising the financial system by placing Freddie and Fannie into conservatorship, the
capital markets quickly became unglued. In less than 10 days, Lehman Brothers was bankrupt. Merrill Lynch was forced to arrange a quick
marriage to Bank of America, and American International Group, the world’s largest insurance company, was left with no willing investors,
and as such was forced to take a loan from the US government, the penalty of which was an 80% dilution in shareholder ownership.

With $110 billion in identifiable assets, we never thought AIG would have difficulty raising capital if need be. Warren Buffett, who appeared
on the Charlie Rose Show (Wednesday, October 1, 2008), echoed the same belief. In discussing the capital markets issue in September, and
specifically the outcome for AIG, Buffett confessed, “I did not think | would see the day when AIG would not be able to have its checks clear.”
Neither did we, Warren.

So what went so terribly wrong in the week after Freddie and Fannie were placed in conservatorship? According to our friends at GaveKal
Limited, an economic research firm, “Hank Paulson sent a very clear and conscious message to shareholders of all other banks and financial
institutions that might ever require any kind of government support: If you ever have to turn to the government, your shareholders will be
completely wiped out.”

At exactly the most critical time financial institutions needed equity capital to withstand the financial markets dislocation, equity capital was
in fact running in the opposite direction, with investors unwilling to make any further investments for fear Secretary Paulson was one step
away from taking over their company and massively diluting their ownership. This new financial regulatory method of helping financial service
companies cost the Growth Fund 750 basis points of performance. We had thought by moving up the quality ladder in the financial services
sector and owning Freddie Mac and AlG, we would be largely immune from the difficulties that often face smaller and less well-capitalised
financial firms. It was a mistake and a very painful lesson that will not be forgotten. Today, make no mistake, there is regulatory risk to
investing in financial companies.

The balance of our underperformance for the quarter was caused by the sell-off in the global industrials and technology sectors of our
portfolio. Whereas Shaw Group and Foster Wheeler had been outstanding performers in 2007 and the first six months of this year, the entire
18-month period of outperformance was wiped clean in two short months. The market is now beginning to discount the high probability of
a meaningful economic recession over the next few quarters. Any company or industry that is dependent on economic growth to propel
revenues and earnings is now viewed suspiciously, and consequently has found their share price sharply lower. This also includes the pristine
blue chip names Nokia and Google. These two outstanding global franchises selling at very low multiples-to-earnings with no debt also saw
their share prices sell off dramatically.

2 Government sponsored enterprise: Privately held corporations with public purposes created by the US Congress to reduce the cost of
capital for certain borrowing sectors of the economy. Members of these sectors include students, farmers and homeowners.
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Despite the difficulties we currently face in the stock market, | remain steadfast in my belief the US economy will emerge from this crisis onto
a path of sustainable growth. Furthermore, we also observe the global economy with its newest emerging entrants will continue to prosper
in the years ahead and as such will offer companies substantial opportunities to expand their products and services and as a result generate
higher revenues and profits.

Our long-term value approach to investing emphasises the analysis of a company’s earnings power. We then compare the value of the
company’s earnings power to its current stock price to judge whether we may have a profitable investment. At times, the list of companies
whose stock prices are selling well below intrinsic value is rather short. This often occurs at stock market tops after years of annual
appreciation. At other times, the number of companies selling at prices well below intrinsic value is surprisingly large. These unique periods
are very rare, often once in a generation, and occur after severe financial panics and depressing bear markets. At Legg Mason Capital
Management, we believe this temporary period of economic dislocation and its consequence — an extreme low level of stock prices —
represents an extraordinary period for investors who now have the opportunity to generate above-average returns over the next several years.

As mentioned earlier, the challenge in financial panics and stock market sell-offs is reconciling the imbalance between emotion and intellect.
The emotional signals tell investors to sell stocks and put all the proceeds in cash. The intellectual signal, too often drowned beneath the siren
noise of fear and panic, would tell individuals to observe the now low level of stock prices and tabulate the significant returns available to
those willing to invest now and realise the profits over the next three to five years.

Warren Buffett, who rarely has difficulty balancing emotion and intellect, sent a very important signal to investors on Friday, October 17. In
an op-ed article printed in The New York Times titled "Buy American. | Am," Buffett points out that “now is a smart time to invest in US
equities.” Yes, the financial and economic world is a mess both here and overseas, admits Buffett, and he confesses that the US economy is
likely to turn down from here with unemployment rising. Even so, in Buffett's personal account, which was previously 100% invested in
government bonds, he will soon be 100% invested in US equities as long as stock prices continue to look as attractive as they do now.

So why has Buffett now decided to sell his safe and predictable but low-returning government bonds to invest in the highly volatile, and over
the short run, highly unpredictable stock market? His simple rule — “Be fearful when others are greedy, and be greedy when others are
fearful” —is his guidepost. This straightforward contrarian philosophy has served value investors well over the years, but there is much more
to this gospel than taking the other side of the trade. One of my favorite Buffett witticisms is “polling does not replace thinking.”

Despite the simple nature of Warren Buffett that appears to accompany his many investments, | assure you there is a much deeper level of
analysis when it comes to allocating his capital. Most recently when asked why Berkshire Hathaway invested in General Electric and Goldman
Sachs, he responded that they were both great businesses run by great managers available at great prices — the typical Buffett checklist for
common stock purchases. But he also confessed that had he not had confidence in the government’s collective action to solve the current
financial crisis, he would more likely be selling stocks than buying stocks. So here is Warren Buffett, not only buying stocks for Berkshire
Hathaway, but buying stocks in his personal account as well. Emotion is put aside. Intellectually, Buffett knows the next move.

“Today, people who hold cash equivalents feel comfortable. They shouldn't,” says Buffett. “They have opted for a terrible long-term asset,
one that pays virtually nothing.” However, explains Buffett, “equities will almost certainly outperform cash over the next decade, probably
by a substantial degree.”

At Legg Mason Capital Management, the Buffett DNA runs both deep and wide. Like Buffett, we think about stocks as businesses and go
about buying businesses only when share prices are demonstrably below intrinsic value. We both run concentrated stock portfolios, and we
both are long-term investors. Buffett’s 10-year timeline for stocks outperforming cash may be much longer than most investors are willing to
wait, but we are willing to bet investors will not have to wait so long before stocks begin to outperform cash. Certainly, we have no idea in
the short run what direction the stock market will take. However, we have observed and analysed stock markets throughout history, and we
note that stock prices begin to appreciate long before the economic news turns rosy. Indeed, the stock market is a discounting machine. As
such, we are highly confident a diversified portfolio of high quality common stocks will significantly outperform bonds and money markets
over the next three to five years.

In our 26-year history as a firm, Legg Mason Capital Management has confronted and endured financial panics, market crashes, a few bear
markets and recessions, inflation and deflation, and terrorist attacks and regional wars. Throughout our history we have remained steadfast
in our belief that the US economic system and its capital markets would persevere despite the frightening challenges it has faced. Nothing
today has changed our viewpoint.

We remain committed to our investment philosophy and process. We remain committed to our clients and shareholders. We remain
committed to providing above-average investment returns in the years to come.

As always we appreciate your support and confidence. If you have any questions please do not hesitate to contact us.
Robert Hagstrom, CFA

Portfolio Manager, Legg Mason Growth Fund
Legg Mason Capital Management Inc.
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Important Information

Rolling 12 Month Performance to End of Last Quarter Cumulative Performance
30.09.07 30.09.06 30.09.05 30.09.04 30.09.03 5 Vears Since Performance
30.09.08 30.09.07 30.09.06 30.09.05 30.09.04 Inception
Fund' (USD) -44.42% 31.42% -3.71% 12.53% NA NA -25.13%
Benchmark? (USD) -20.88% 16.44% 10.79% 12.25% NA NA 12.80%

Performance Inception Date: 25/02/2004.
'Legg Mason Growth Fund (Class A Distr. (A))
2Russell 1000 Growth Index. (S&P 500 Index prior to 01/10/2007).

Source for performance figures — Legg Mason. Performance is calculated on a NAV to NAV basis. Performance calculations include
reinvested dividends, without deduction of withholding tax, and the deduction of the Total Expense Ratio over the calculated period. Sales
charges, taxes and other locally applied costs to be paid by an investor have not been deducted.

This is a sub-fund (Fund) of Legg Mason Global Funds plc, an umbrella fund with segregated liability between sub-funds, established as an
open-ended investment company with variable capital and incorporated with limited liability under the laws of Ireland with registered number
278601. It qualifies, and is authorised in Ireland by the Financial Regulator as an undertaking for collective investment in transferable securities
and is a section 264 Scheme as recognised by the FSA.

This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up
and investors may not get back the amounts originally invested. The value of investments and the income from them can be affected by
changes in interest rates, in exchange rates, general market conditions, political, social and economic developments and other variable
factors. This Fund may select fewer equities in which to invest and this concentration carries more risk than funds investing in a larger number
of companies. Please refer to the Simplified Prospectus and Prospectus documentation, which describe the full objective and risk factors
associated with this Fund.

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

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

Issued and approved by Legg Mason Investments (Europe) Limited, registered office 75 King William Street, London, EC4N 7BE. Registered
in England and Wales, Company No. 1732037. Authorised and regulated by the Financial Services Authority. Client Services +44 (0) 20 7070
7444,
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Quarterly Commentary as of 30 September 2008

Western Asset Q3 2008 US Fixed Income Strategies

Key Points

m  The investment manager’s US strategies largely generated negative absolute returns and lagged their benchmarks over the third
quarter.

m  Financial conditions worsened over the quarter, resulting in a climactic series of events in September that will be the focus of debate
for decades. Non-government bonds remained under severe pressure, with spreads on corporate bonds soaring to new highs.

m  Rather than focusing on near-term economic developments, the manager believes investors should focus on developments over
the medium- to long-term. The manager continues to see value in non-government bonds, particularly in mortgage-backed
securities and lower-quality corporates.

Market Review

Financial conditions worsened over the quarter, resulting in a climactic series of events in September that will be the focus of debate for decades.
The government-sponsored entities (GSEs) Freddie Mac and Fannie Mae were nationalised to provide stability to the mortgage market. In the banks
sector, Lehman Brothers failed, Merrill Lynch was taken over by Bank of America, Wachovia was to be taken over by Citigroup (which was later
successfully challenged by Wells Fargo) and JP Morgan Chase absorbed Washington Mutual. In addition, the investment banking model was finally
put to rest as Wall Street’s remaining investment banks — Morgan Stanley and Goldman Sachs — applied for banking licences and came under the
Federal Reserve’s supervision. The Federal Reserve (Fed) also announced a bail out of insurer American International Group (AIG).

As the financial sector remained under severe pressure, the US government and the Fed announced an additional support package, which included
a $50 billion provision to insure money-market mutual fund holdings, expanded lending facilities for commercial banks and put in place curbs on
short selling of financial stocks. In its most dramatic move to date, the US Congress announced plans for a $700 billion programme (TARP — Troubled
Asset Relief Program) to purchase illiquid mortgage-backed securities and other assets from banks’ balance sheets (which was approved in early
October). The Fed joined a number of other major central banks in injecting additional liquidity into global financial markets. (As market conditions
deteriorated in early October, the Fed and a number of other central banks announced co-ordinated action to cut interest rates by 50 basis points).

Non-government bonds remained under severe pressure, with spreads on investment grade and high yield corporate bonds soaring to new highs.
Mortgage-backed securities issued by agencies, meanwhile, outperformed Treasuries over the month, benefiting from the government backing of
the GSEs. Non-agency issues remained highly illiquid.

Strategy*

Against this backdrop, the investment manager’s US strategies largely generated negative absolute returns and lagged their benchmarks over the
third quarter.

The manager’s positions in non-government bonds had a negative impact on performance, as spreads soared in the wake of heightened fear and a
breakdown of trust in the financial system. The manager maintained its overweight exposure to investment grade corporate bonds, with an emphasis
on financial and lower quality issues, and held a moderate exposure to high yield corporate bonds, emphasising BB-rated bonds. The manager’s
overweighting to the mortgage-backed sector also had a negative impact on performance for the period as a whole, although securities issued by
agencies staged a recovery late in the period. Elsewhere, exposure to emerging market debt detracted from performance as spreads widened and
emerging market currencies weakened.

The manager’s positions in US and non-dollar government bonds provided some offset, benefiting from investors’ flight-to-quality and expectations for
lower interest rates. However, its moderate exposure to Treasury inflation-protected securities (TIPS) as a hedge against rising inflation concerns suffered,
as the asset class underperformed conventional government bonds on the back of falling oil prices and a reduced demand for inflation protection.

Outlook

While the magnitude of the current financial crisis is unprecedented, so also has been the policy response. For the moment, however, bond
markets remain driven by financial market tensions rather than indications from economic data. Whether or not a recession will occur is of
secondary significance against this backdrop. Rather than focusing on near-term economic developments, the manager believes investors
should focus on developments over the medium- to long-term. Assuming that governments’ and central banks’ policy response succeeds in

*Please note not all strategies have allocations to the sub-sectors covered in this commentary. Please see relevant fund factsheet for
individual allocations. Western Asset Management took over responsibility for the funds on the 03 July 2006.
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restoring the functioning of financial markets, trust in the financial system will eventually recover. At that point, the significant discounts at
which the non-government sectors are currently trading should moderate and pricing should once again reflect fundamentals, such as the
underlying probability of defaults.

The manager continues to see value in non-government bonds, particularly in mortgage-backed securities (MBS) and lower-quality
corporates. The manager will continue to focus on agency MBS, as these offer attractive value given the commitment of the US government
to support the GSEs. However, it also maintains a selective exposure to non-agency issues. Within corporate bonds, the manager favours
financials at current spread levels. In high yield, the manager will continue to select issuers that it feels can weather a slowdown in economic
growth and have business models supportive of generating coupon payments.

In emerging markets, the manager continues to see value in local currency-denominated sovereign bonds and foreign-currency denominated
corporate issues, given their higher yields and robust fundamentals.

These strategies are managed by Western Asset Management

These are sub-funds (Funds) of Legg Mason Global Funds plc, an umbrella fund with segregated liability between sub-funds, established as
an open-ended investment company with variable capital and incorporated with limited liability under the laws of Ireland with registered
number 278601. It qualifies, and is authorised in Ireland by the Financial Regulator as an undertaking for collective investment in transferable
securities and is a section 264 Scheme as recognised by the FSA.

The strategies are representative of those employed by the U.S. Fixed Income sub-funds within Legg Mason Global Funds plc (listed below).

Western Asset U.S. Core Bond Fund

Western Asset U.S. Core Plus Bond Fund (Prior to 21 April 2008 the Western Asset U.S. Core Plus Bond Fund was known as the
Western Asset Investment Grade Total Return Bond Fund.)

Western Asset U.S. High Yield Bond Fund

Western Asset U.S. Short-Term Government Bond Fund

Western Asset U.S. Adjustable Rate Income Fund

Western Asset Inflation Management Fund

This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up
and investors may not get back the amounts originally invested. The value of investments and the income from them can be affected by
changes in interest rates, in exchange rates, general market conditions, political, social and economic developments and other variable
factors. Unlike a bank or building society account, your money is at risk. Some of these funds may invest in ‘non-investment grade’ bonds,
which carry a higher degree of default risk than ‘investment grade’ bonds. Please refer to the Simplified Prospectus and Prospectus
documentation, which describe the full objective and risk factors associated with each Fund.

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

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

Western Asset Management is affiliated with Legg Mason Investments through common control and ownership by Legg Mason, Inc. Legg
Mason Investments provides its clients with access to Western Asset Management primarily through its UK, Luxembourg and Dublin-
domiciled fund ranges, in which it serves as investment manager or sub-investment manager.

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

Key Points

® The Brandywine Global Opportunities Bond Fund returned -5.46%" in US dollar terms over the third quarter, underperforming its
benchmark, the Citigroup World Government Bond Index, which returned -2.97%. Its sector, the Morningstar Fixed Income
Global USD Based, returned -4.39%.

m The portfolio’s overweight positions in commodity currencies, such as the Australian dollar, New Zealand dollar and Brazilian real,
and its exposure to US investment-grade corporate bonds and mortgage-backed securities had a negative impact on performance.

m  Given the magnitude of the credit crisis and lack of liquidity, the manager expects global growth to slow significantly. Although late,
action has now been taken and at some point the various co-ordinated global efforts should restore confidence and improve liquidity.
The manager believes restored liquidity will be necessary to get investors to move back into higher yielding bonds and currencies.

Leverage Has Had Its day

Leverage has had its day. Never again will we see money borrowed as easily, or lost as efficiently. Every day we learn something new about
how we arrived at the precipice we presently sit upon. There are many trying to pin the blame, and there is much to go around. This debt
cycle began long ago, but the most damaging phase began in 1998 when the US Congress mandated “affordable” loans to those who
would otherwise not get full access to credit, making mortgage debt more “democratic”. We'll leave the recounting of the full saga to the
financial historians, and it will fill bookshelves. However, it is worth pointing out that this crisis, and the degree of risk entailed, has been
made much worse by at least three significant developments.

Three Developments Of lll-Fated Consequence

The first was this year’s rise in oil prices from $100 to almost $150 in a matter of weeks. We thought that the rescue of Bear Stearns at the end
of the first quarter might have been a crucial turning point in the crisis. Instead, the rise in oil prices eroded consumer spending power around
the world and knocked the legs out from under the global economy. Deterioration in the global economy fed back into more financial stress.

The second factor has been the intransigence of the European Central Bank (ECB). Obsessed with headline inflation that has been artificially
boosted by rising oil prices, the ECB raised rates as recently as July notwithstanding an already inverted yield curve, the weakest growth in
narrow money in 25 years, the extreme overvaluation of the euro, and an economy and financial system in obvious distress. We think this
was a policy mistake of historic proportions, helping to tip the balance in a fragile world.

Finally, the severity of the crisis has been intensified by the case-by-case approach of US policymakers combined with crucial errors in
judgment. The financial system needs fresh capital. Instead, the Treasury took it away with the stroke of a pen when it bailed out Freddie
Mac and Fannie Mae but gave nothing to all the banks relying on preferred stock in these institutions as part of their Tier 1 capital base.
Moreover, the decision to let Lehman fail brought with it a chain reaction of dire consequences that were wholly unanticipated by the Federal
Reserve (Fed) and Treasury, leading to a seizure in confidence among market participants.

The US policy approach has reflected an implicit if not explicit attempt by the authorities to punish institutions for their bad decisions. This
experience is a warning that the current administration has been playing with fire in its efforts to avoid moral hazard and to appease public
pressure. The experience of the Great Depression and Japan’s lost decade of the 1990s shows that banks need to write down their financial
losses as quickly as possible and then recapitalise just as fast. What the authorities have failed to realise until only two weeks ago is that the
only player with enough capital to replenish the banking system quickly is the US government.

In our view, these three factors have helped turn what should have been a manageable crisis in sub-prime into a freeze-up in credit, intense
risk aversion and a more severe downturn in global growth.

Portfolio Positioning

Our negative views on Europe played out in the third quarter with a 10.6% decline in the euro, vindicating our significant underweight in this
currency and overweight in the dollar. The yen was flat versus the dollar, but we were hurt by weakness in several growth-oriented currencies,

' Class A Distr. (S) US Dollar Shares.

Source for performance figures — Legg Mason, NAV to NAV, with gross income reinvested without initial charges but reflecting annual
management fees. Source for sector median performance — Copyright © 2008, Morningstar, Inc. All Rights Reserved. For more
information, visit www.morningstar.co.uk
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although the negative impact was partly offset by capital appreciation in bonds as interest rates declined. In addition, widening spreads in the
mortgage market in July and August, and then in corporates as the credit crunch hit high gear in September, detracted from performance.

During the quarter, we complemented our minimal exposure to the euro by eliminating exposure to Norway and reducing exposure in Poland
and Sweden. We have held firm to our belief that the overvaluation of the euro would produce stress in the economies of the EMU region
as the global economy slowed. The ECB has made sure this would happen by raising rates in July to fight inflation pressures, which we
believed would soon be tipping in the other direction. Qil, commodity and food prices were the source of the inflation pressure, and as we
now all know, boom has become bust. We have also all become aware that the European banking system is showing itself to be just as
vulnerable to the credit crunch as that of the US. In fact, more losses have been recognised by European banks than their US counterparts.

While the US has been the epicentre of this crisis, we believed the US dollar had fully discounted the risks and could embark upon a
meaningful rise. Our dollar holding rose significantly during the quarter. Hedging almost anything into the US dollar would have been
additive. The problem for the portfolio was that our holdings in credit went from historically high spreads to unprecedented high spreads.
Value has become extraordinary.

The good news is that the bad news is so intense and widespread that global policy makers finally understand the need for comprehensive,
remedial treatment of the crisis, at a time when extreme risk aversion has produced extraordinary value in a wide range of risk assets. Qil
prices have collapsed, helping to boost global real incomes and consumer spending power. There is now an intensely urgent and global level
of coordinated policy action aimed at stabilising banks and recapitalising the financial system. Even the ECB is on board. Most importantly,
the US is pursuing a systemic policy of rehabilitation for the financial system.

These policies are a dramatic change from the state of affairs that existed only a few weeks ago. We expect that they will ultimately work to
ease the credit crunch and will pave the way for renewed interest in risk assets, hopefully during the current quarter, which should lead to
improved performance in the portfolio. It will take longer for the global economy to stabilise, suggesting 2009 could present a number of
significant cyclical challenges and opportunities on the way to laying the base for a more sustainable turnaround.

Market Review

Bond markets experienced strong inflows in the third quarter as the financial markets warmed to the idea that the pronounced slowdown
in the US economy would seep into the rest of the world and cause a global economic slowdown. It concluded that inflation pressures which
dominated much of central bank thinking for the first two quarters were to be fleeting, creating expectations of pending change in monetary
policy. Massive liquidations in the commodity markets also contributed to an easing of inflation pressures during the quarter. The credit crisis
continued to be front and centre of the bond markets. The crisis supported flows into sovereign issues at the expense of spread products.
All the major bond markets had positive absolute returns in their local currencies, led by Australia, whose economic reversal during the
quarter forced the RBA to cut rates. In the EMU, Bunds had the strongest returns due to “flight to quality” flows at the expense of debt of
countries with perceived higher credit risks. Canadian government bonds edged out Japanese government bonds to be the worst performing
sovereign debt market during the quarter.

Risk re-entered the currency markets during the third quarter but took on a different form than witnessed during the first quarter (the other
risk aversion oriented quarter this year). This time, the US dollar joined the yen as primary beneficiaries. The yen did well versus all currencies
as yield was punished during the quarter, a clear sign of risk aversion. This was evident by the sharp selling pressure in the Australian
dollar/Japanese yen cross as well as the euro/yen cross. Under a massive unwinding of the crosses, the yen versus the dollar basically went
sideways during the quarter. Underlying all of this currency activity was the “recoupling” of the rest of the major economies to the US. The
FX markets quickly came to the conclusion that a slowing of the world’s largest economy would not go unnoticed by the rest of the world.
This despite China’s increased influence on the global economy. This made the US dollar look very attractive on a relative basis. After all, the
Fed had been cutting rates since Q3 2007 and now it appears that the other major central banks will be catching up by sharply reducing
their official rates.

Fund Review

The Brandywine Global Opportunities Bond Fund returned -5.46%' in US dollar terms over the third quarter, underperforming its benchmark, the
Citigroup World Government Bond Index, which returned -2.97%. Its sector, the Morningstar Fixed Income Global USD Based, returned -4.39%.

The portfolio’s overweight positions in commodity currencies, such as the Australian dollar, New Zealand dollar and Brazilian real detracted
from performance, as the slowdown in global economic growth led to a sharp fall in commodity prices. The Fund’s exposure to US

' Class A Distr. (S) US Dollar Shares.

Source for performance figures — Legg Mason, NAV to NAV, with gross income reinvested without initial charges but reflecting annual
management fees. Source for sector median performance — Copyright © 2008, Morningstar, Inc. All Rights Reserved. For more
information, visit www.morningstar.co.uk
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investment-grade corporate bonds and mortgage-backed securities also had a negative impact on performance, as spreads widened sharply
on the back of economic weakness, a worsening of the credit crisis and overall risk aversion.

Meanwhile, the portfolio’s underweight position in the euro provided some offset, as the currency fell sharply over the period in response to
deteriorating economic fundamentals and a worsening of the credit crisis among European banks. The Fund’s overweight position in
Australian bonds also added value, as the bond market rallied sharply.

Outlook

In our second quarter strategy discussion, we identified three possible scenarios for the US and global economy: stability, risk tolerance and
risk aversion. We believed that relative stability or risk tolerance and slower global growth were the most likely scenario to unfold for the
remainder of the year and had positioned our portfolios for such an environment. We envisioned much of the portfolio’s performance would
come from the higher yields embedded within our spread products. We were satisfied the Fed had finally eased rates sufficiently; and along
with the stimulus package the effects would eventually cycle into the real economy. Instead what unfolded was risk aversion of historical
proportions. The failure of Lehman Brothers in September sent the global economy spiralling into another level of the ongoing credit crisis.

In spite of the turmoil, some key fundamentals are unchanged. The US dollar should outperform the euro and yen and remain strong relative
to the UK Pound. Since the US led the global economy into a recession, it should lead on the way out. The Fed was ahead of other central
banks in the easing cycle. The effects of lower rates and the various stimulus packages will eventually feed into the real economy. Admittedly,
the situation is complicated by stubbornly elevated non-government controlled rates, such as Libor, but we believe the recent globally co-
ordinated efforts will make a difference.

Most central banks delayed stimulative monetary policy changes in reaction to higher oil prices. The ECB was so focused on inflation, it raised
rates early in the third quarter. The euro has since weakened materially, down 3.96% relative to the dollar for the quarter and down 11.91%
versus the yen. There is stress within Europe, if the 90 bps spread between Italian and German bonds is any indication. The current crisis will
test the long-term viability of the euro as a currency.

The yen was supported by technical strength during the quarter due to the flight to quality and risk aversion. It was the only major currency
to outperform the U.S dollar, up 2.54% for the quarter. As a consequence of a weaker euro, euro/yen crosses were quickly unwound. The
pace picked up in September as the panic spread to crosses with the commodity currencies. We suspect that the full impact of the credit crisis
on the Japanese banking system is yet to be disclosed. On the surface, it appears Japanese banks have been relatively immune from the global
crisis, but given the sheer volume of savings within the Japanese economy, that is highly unlikely. We have to wonder what tools Japan would
have at its disposal to counteract such problems.

Given the magnitude of the credit crisis and lack of liquidity, we expect global growth to slow significantly. Although late, action has now
been taken and at some point the various co-ordinated global efforts should restore confidence and improve liquidity. Restored liquidity will
be necessary to get the real economy back on a solid footing and in turn to get the investment community moving back into higher yielding
bonds and currencies.

This Fund is managed by Brandywine Global Investment Management

PAST PERFORMANCE IS NO GUIDE TO FUTURE RETURNS AND MAY NOT BE REPEATED. THIS DOCUMENT IS FOR USE BY
ASSET MANAGERS, FUND DISTRIBUTORS AND AUTHORISED INTERMEDIARIES. NOT FOR USE BY PRIVATE INDIVIDUALS. MAS




Brandywine Global Opportunities Bond Fund

Important Information

Rolling 12 Month Performance to End of Last Quarter Cumulative Performance
30.09.07 30.09.06 30.09.05 30.09.04 30.09.03 5 Years Since Performance
30.09.08 30.09.07 30.09.06 30.09.05 30.09.04 Inception
Fund' (USD) -1.41% 7.07% 2.02% 4.27% 8.54% 21.88% 21.88%
Benchmark? (USD) 5.90% 8.69% 2.23% 3.02% 7.00% 29.72% 29.72%

Performance Inception Date: 30/09/2003.
! Brandywine Global Opportunities Bond Fund (Class A Distr. (S))
2 Citigroup World Government Bond Index.

Source for performance figures — Legg Mason, NAV to NAV, with gross income reinvested without initial charges but reflecting annual
management fees. Source for sector median performance — Copyright © 2008, Morningstar, Inc. All Rights Reserved. For more
information, visit www.morningstar.co.uk

This is a sub-fund (Fund) of Legg Mason Global Funds plc, an umbrella fund with segregated liability between sub-funds, established as an
open-ended investment company with variable capital and incorporated with limited liability under the laws of Ireland with registered number
278601. It qualifies, and is authorised in Ireland by the Financial Regulator as an undertaking for collective investment in transferable
securities and is a section 264 Scheme as recognised by the FSA.

This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up
and investors may not get back the amounts originally invested. The value of investments and the income from them can be affected by
changes in interest rates, in exchange rates, general market conditions, political, social and economic developments and other variable factors.
Unlike a bank or building society account, your money is at risk. Please refer to the Simplified Prospectus and Prospectus documentation,
which describe the full objective and risk factors associated with this Fund.

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

This document is for use by Professional Clients and Eligible Counterparties. It is not aimed at, or for use by, Retail Clients. This information
