
Market Overview
• International markets were strong during the quarter adding to gains for the past year  

• Despite concerns about slowing economic growth, earnings estimates have proven resilient and continue to rise

• Chinese coordinated monetary stimulus drove stocks higher at the end of the quarter

• ǁe yen rose 12.5% during the quarter as the BoJ raises rates  

• Interest rate sensitive sectors (real estate / utilities) led while cyclical sectors (semiconductors / energy) signiʮcantly
underperformed

• Low quality stocks outperformed by a wide margin during the quarter

International equities continued to rally in the third quarter and were supported by the combination of resilient corporate proʮts
and lower interest rates. Despite an extraordinary rate hike cycle post COVID, corporate proʮts have remained not only resilient,
but expectations in the market are also improving as we head into next year. After a strong earnings season during the third quarter,
full year 2024 earnings growth expectations have risen to 10%. And consensus expectations for 2025 call for a similar level of
earnings growth.

Despite this corporate proʮt resilience, valuations remain very much in line with history and at historic discounts to the US.

ǁe market broadened during the third quarter to include more rate-sensitive sectors such as real estate and utilities but at the
expense of some cyclical sectors like technology (semiconductors in particular) and energy.

ǁe market also broadened from a regional perspective. Early in the quarter investors became nervous about the prospect for higher
rates in Japan which led to a short-term plunge in Japanese equities as a result. ǁe Japanese market has since recovered when
measured in US dollars due in part to the Yen which strengthened 12.5% during the quarter.

Chinese equities rallied over 20% late in the third quarter after a long period of underperformance. ǁe rally in this very
inexpensive market was catalyzed by coordinated monetary stimulus from the central government. While previous iterations of
policy stimulus did not have this eʧect, the deeply discounted valuations coupled with more signiʮcant policy coordination resulted
in a strong move for equities.

Portfolio Review
During the third quarter, the Lazard International Strategic Equity Portfolio rose 5.5% (net of fees), lagging the MSCI EAFE Index
(the “Index”) which rose a strong 7.3%. ǁree factors contributed to this underperformance.

1. Low quality stocks outperformed high quality stocks by nearly 1,000 basis points

2. Semiconductors underperformed the benchmark by over 2,000 basis points and we remain overweight

3. Two high-conviction pharmaceutical companies underperformed

Our performance has historically faced more headwinds when the low-quality Value style dominates (such as late 2009, late 2016
and 2021/22). While the market environment characterized by style extremes has subsided somewhat over the past year, the
normalization process has been erratic.

Some quarters have been dominated by low-quality stocks and the third quarter was one example of that. In developed markets,
companies with low ROE outperformed those with high ROE by nearly 1,000 basis points – an extreme style shift in one quarter
which typically doesn’t last. Part of this was due to the fact that semiconductors, many of which are higher quality cyclicals with
structural growth drivers and higher ʮnancial productivity, lagged the market by nearly 2,000 basis points.

Negatives

• Semiconductor overweight:
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o After having been among the leadership stocks in the ʮrst half of 2024, semiconductor stocks fell over 17% during the quarter,
underperforming the market by nearly 25%. Our average 6% overweight to the industry cost nearly 200 basis points, more than
the total underperformance of the strategy. In fact, stock selection within semiconductors was positive. We believe the inventory
cycle for semis has troughed after unprecedented supply chain shortages during the COVID pandemic caused over-ordering by
customers. We have analyzed what the next peak for this growth cyclical industry might look like and with the added layer of AI
chip demand, we believe the next peak for semiconductors will come around over the next several years and signiʮcantly above the
prior peak from 2022.  

o Our largest investment in the industry is ASML (3.6% weighting in the Portfolio) which is the world’s dominant provider of
photolithography machines that are a critical step in the chip manufacturing process used to etch patterns onto silicon wafers
forming circuits. ǁeir EUV machines enable the production of smaller and more powerful/energy eʪcient chips. ǁis helps
manufacturers like Taiwan Semiconductor keep pace with Moore’s Law which states that the number of transistors and computing
power on a chip doubles every two years. ǁe stock fell nearly 20% during the quarter. While this was generally in line with the
semiconductor industry performance, it signiʮcantly lagged the 7.3% return of the MSCI EAFE Index. With signiʮcant exposure
to Chinese demand, the stock lagged the market due in part to fears of an escalating US trade dispute. At this time, we think the
risk associated with export control restrictions is factored into the price and we added to the Portfolio’s position on the pullback.

• High-conviction investments in pharmaceutical companies cost roughly 125 basis points:

o Novo Nordisk (4.5% weighting) is the global leader in GLP-1 class of weight loss drugs. ǁey manufacture and market Ozempic
for type 2 diabetes and Wegovy for weight loss. After outperforming for the ʮrst half of the year, the stock declined 18% during the
quarter after the company reported second quarter results that only slightly missed consensus estimates. In addition to a one-time
rebate adjustment and some price pressure from mix shift, most of the miss was driven by Wegovy supply constraints, not a demand
problem. ǁe lower realized price in the second quarter was due to Wegovy expanding into Medicaid channels; not due to
competition related pricing pressures. Wegovy is now in over 20 Medicaid states, compared to 5 in the ʮrst quarter of 2024. ǁis is
a market that competes on supply and prices are typically ~30% lower than commercial plans. Despite the second quarter being
soft, Novo raised full year 2024 guidance for both sales and operating proʮt growth, to 22-28% and 20-28% respectively. We
continue to believe the long-term opportunity in obesity remains signiʮcant and added to the portfolio’s position on the pullback.
We believe the obesity market will continue to grow and upcoming clinical trials could provide Novo with catalysts that solidify
their lead in this rapidly growing market for years to come.  

o Icon (3.1% weighting) shares declined 8% after reporting second quarter results. Icon is the second largest clinical contract
research organization (CRO) and is domiciled in the United Kingdom. While EPS came in ahead of consensus expectations and
full year guidance was raised, revenues came in below consensus expectations and full year revenue guidance was lowered. ǁe
revenue guidance cut can be attributed to a combination of delayed trial starts and currency headwinds, neither of which we believe
impact the fundamentals of the company or our long-term investment thesis. We added to the position on weakness and believe
that not only are budgets for clinical trials still robust, but the outsourcing of these trials to CROs will continue.

Positives

• Stock selection in Japan positively contributed to relative returns. While the Japanese market slightly underperformed the broad
Index during the quarter on yen strength, stock selection was strong driving positive attribution.

o BayCurrent Consulting (1.4% weighting) is a consulting services company that is based in Tokyo. ǁe company has a focus on IT
strategy and digital transformation where Japan is far behind the rest of the world, so the growth outlook is strong. Shares rose after
the company reported ʮrst quarter results where margins remained resilient despite the lapse of a large project. ǁis should help
dispel concerns of a potential margin reset and reinforces our belief that the concerns about margin and business model drift are
unfounded. ǁese results are supportive of our investment thesis, and we added to the Portfolio’s position believing the stock oʧers
attractive relative value.  

o Kobe Bussan (1.1% weighting) is a Japanese supermarket similar to Costco in the United States, without the membership
scheme. Shares rebounded, after underperforming in a weaker yen environment, after the company reported second quarter results
where sales growth came in at +7.8%. (year-over-year). We added to the Portfolio’s position on share price weakness earlier in the
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quarter.  

o Based in Japan, Sanrio (1.4% weighting) owns, manages, and licenses an IP (intellectual property) portfolio of 450 characters.
Some of the most popular names include Hello Kitty, My Melody, and Cinnamonroll. Shares rose after the company reported
consensus beating ʮrst quarter results where operating proʮt came in 80% ahead of consensus expectations and the full year
operating proʮt forecast increased by 24%. Strong licensing growth in North America and China, high margin areas, contributed to
outperformance as did a strong recovery in their domestic theme park and retail businesses. We believe Sanrio remains attractively
valued considering the high incremental returns associated with key growth drivers. We purchased Sanrio during the quarter.  

o Shimadzu (1.3% weighting) is a Japan-based manufacturer of measuring equipment. Shares rose after the company reported
results in August. Revenue growth came in ahead of consensus expectations. Notably, North America and China revenues improved
sequentially, the US from -4% to 0% and China from -31% to -16%. Orders continued to improve with consolidated (ex-China)
up +4-6% year-over-year and China up +20%. ǁese results are supportive of our investment thesis, and we maintained the
Portfolio’s position.

• Stock Selection in the ʮnancials sector positively contributed to relative returns. Stock selection was particularly strong in Banks
(Bank Leumi) as well as in Insurance (Aon).

o Bank Leumi (2.2% weighting) is a leading Israeli bank. Banks in Israel operate as an oligopoly and are now focused on improving
returns after years of increasing regulations. Barriers to entry are signiʮcant as Israel’s banking rules are very strict. Despite the
escalating conʯict in the Middle East, shares rose during the period after the company reported second quarter results.
Nonperforming loans (NPL) declined, and the ʮrm reported net write backs. ǁese results are supportive of our investment thesis,
and we maintained the Portfolio’s position.

o Shares of Ireland-based global Insurance broker Aon (2.6% weighting) rose after the company reported second quarter results.
Core margins came in at +10 bps year-over-year and organic growth in Aon’s most valuable business, Commercial Risk Solutions,
accelerated to +6% year-over-year from +3% in the ʮrst quarter. We are pleased to see the market is starting to look past the NFP
acquisition and shift their focus back to fundamentals. As a broker and an asset-light company in a fairly consolidated industry, Aon
generates strong returns on capital which we believe will be sustained due to strong pricing power and cash ʯow generation. ǁese
results are supportive of our investment thesis, and we maintained the Portfolio’s position.

Outlook
• Geopolitical risks abound - Middle East, China, Russia, US elections, etc.

• Post COVID rate hike cycle is over as the Fed joins the ECB Bank in lowering policy rates

• International valuations at historic discounts vs lofty US levels  

As the rate of inʯation continues to fall and labor markets begin to weaken, central banks have become more uniʮed in their eʧort
to support global growth through lower policy rates. ǁe Fed joined the ECB by lowering policy rates by 50 basis points (bps)at
their September meeting, a slightly more aggressive move than consensus had expected. ǁis policy shift could be supportive of
quality cyclicals, which have underperformed, as the durability of competitive advantages, in our view, will become a critical
diʧerentiator as the market transitions to this new regime.  

ǁe Chinese equity market rose over 20% in the quarter, much of that in the last week. While the spark that lit the ʮre under
Chinese stocks was coordinated monetary policy stimulus, the dry tinder that provided the fuel for the sharp rally was very cheap
valuations. Rising valuations mean that expectations for corporate proʮt growth have also risen. We won’t know whether or not the
stimulus will have a meaningful impact on the Chinese consumer for some time as home prices continue to fall and consumer
conʮdence is very weak. Valuations have moved higher oʧ a low base, but earnings improvement remains an outstanding question.  

Japan has been a market of heightened investor attention this year as increasing focus by corporate managements on improving
their depressed levels of ʮnancial productivity has led to positive earnings growth and some expectation for valuation re-rating.
While the BoJ has made it clear they want to raise policy rates amidst a backdrop of some structural inʯation, it remains a diʪcult
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balancing act with a stronger currency. If Japan raises rates in a world where most central banks are lowering them, there is potential
the Yen could strengthen too much, as was feared in early August when the Yen carry trade rapidly unwound and the Japanese
equity market fell over 15% in a matter of days. While Japanese equities quickly rebounded, they ultimately underperformed the
broader market in the third quarter and the year-to-date period. Our analysts and portfolio managers have spent considerable time
in Japan meeting with companies over the past year, as we always do. When we identify high-quality companies with attractive
valuations or companies with solid idiosyncratic prospects for improvement in ʮnancial productivity that has not already been
captured in valuation by the market, we are happy to invest.  

Geopolitical risks remain active, and likely always will. ǁe outcome of the US Presidential election will be unpredictable and so
will the winners’ policy initiatives. We continue to expect the market to be more driven by fundamentals than style or
macroeconomic factors going forward. As such, our portfolio is well balanced between diʧerent sources of alpha (compounders/
mispriced / improvers) enabling us to source relative performance from diʧerent areas of the market. Having this balance should
enable stock selection to drive performance. We expect that outperforming stocks will broadly come from companies with strong
pricing power, companies that can deliver in-line or better than expected margins and companies with less levered balance sheets.
And the extremely discounted valuations for international stocks should provide support for international equities going forward.

Important Information
Please consider a fund’s investment objectives, risks, charges, and expenses carefully before investing. For more
complete information about The Lazard Funds, Inc. and current performance, you may obtain a prospectus or summary
prospectus by calling 800-823-6300 or going to  www.lazardassetmanagement.com. Read the prospectus or summary
prospectus carefully before you invest. The prospectus and summary prospectus contain investment objectives, risks,
charges, expenses, and other information about the Portfolio and The Lazard Funds that may not be detailed in this
document. The Lazard Funds are distributed by Lazard Asset Management Securities LLC.

Information and opinions presented have been obtained or derived from sources believed by Lazard Asset Management LLC or
its afýliates (“Lazard”) to be reliable. Lazard makes no representation as to their accuracy or completeness. All opinions
expressed herein are as of the published date and are subject to change.  

The performance quoted represents past performance. Past performance does not guarantee future results. The current
performance may be lower or higher than the performance data quoted. An investor may obtain performance data
current to the most recent month-end online at  www.lazardassetmanagement.com. The investment return and
principal value of the Portfolio will þuctuate; an investor’s shares, when redeemed, may be worth more or less than
their original cost.

Different share classes may have different returns and different investment minimums.

Please click here for standardized returns:  
https://www.lazardassetmanagement.com/us/en_us/funds/mutual-funds/lazard-international-strategic-equity-portfolio/F123/S40/

Allocations and security selection are subject to change.  

Mention of these securities should not be considered a recommendation or solicitation to purchase or sell the securities. It
should not be assumed that any investment in these securities was, or will prove to be, proýtable, or that the investment
decisions we make in the future will be proýtable or equal to the investment performance of securities referenced herein. There
is no assurance that any securities referenced herein are currently held in the portfolio or that securities sold have not been
repurchased. The securities mentioned may not represent the entire portfolio.  

Equity securities will þuctuate in price; the value of your investment will thus þuctuate, and this may result in a loss. Securities
in certain non-domestic countries may be less liquid, more volatile, and less subject to governmental supervision than in one’s
home market. The values of these securities may be affected by changes in currency rates, application of a country’s speciýc tax
laws, changes in government administration, and economic and monetary policy. Emerging markets securities carry special
risks, such as less developed or less efýcient trading markets, a lack of company information, and differing auditing and legal
standards. The securities markets of emerging markets countries can be extremely volatile; performance can also be inþuenced
by political, social, and economic factors affecting companies in these countries.  

The MSCI EAFE Index (Europe, Australasia, Far East) is a free-þoat-adjusted market capitalization index that is designed to
measure developed market equity performance, consisting of developed market country indices excluding the United States
and Canada. The index is unmanaged and has no fees. One cannot invest directly in an index.  

Certain information included herein is derived by Lazard in part from an MSCI index or indices (the “Index Data”). However,
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MSCI has not reviewed this product or report, and does not endorse or express any opinion regarding this product or report or
any analysis or other information contained herein or the author or source of any such information or analysis. MSCI makes no
express or implied warranties or representations and shall have no liability whatsoever with respect to any Index Data or data
derived therefrom.  

Certain information contained herein constitutes “forward-looking statements” which can be identiýed by the use of forward-
looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “intent,” “continue,” or “believe,” or the
negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events
may differ materially from those reþected or contemplated in such forward-looking statements.  
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