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Please refer to the Important Information section for additional information about risks.
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Diversity can present more potential opportunities for active managers
1. THE INTERNATIONAL INDEX IS MUCH MORE DIVERSE

As of 31 December 2023
Source: Lazard, FactSet, MSCI

 International investing isn’t 
driven by one theme, allowing 
active managers to thrive in 
many different investing 
environments.

 The US market’s 5 largest 
stocks make up nearly a quarter 
of the index and are entirely 
technology or internet related. In 
contrast, the international 
market’s 5 largest stocks make 
up less than 10% of the index 
and are spread across multiple 
industries and regions.

 International stocks have had a 
strong year from an absolute 
return perspective but have 
lagged the US index more 
recently. This was due to the US 
market’s high concentration in 
technology stocks, which have 
recently been driven by the 
prospects for AI.
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 For most of the past decade, the 
US equity market significantly 
outperformed international 
equities. Historically low interest 
rates elevated the valuation of 
many growth stocks, whose 
profits are expected to 
materialize far into the future, to 
record levels. 

 The US equity market is more 
geared toward growth stocks as 
the technology, biotech, and 
internet sectors make up more 
than 35% of the US equity 
market, compared with less 
than 10% for developed 
international markets.  

 In contrast, Europe and other 
international markets tend to be 
more heavily weighted toward 
value companies, which are not 
as impacted by fluctuations in 
long-term discount rates as 
growth companies. As the US 
market continued to outperform, 
valuations on international 
stocks fell to record discounts 
of +30%.

2. INTERNATIONAL EQUITIES ARE TRADING AT RECORD DISCOUNTS

MSCI EAFE Premium to MSCI US

MSCI EAFE Discount to MSCI US
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EAFE’s historic discount should continue to support international markets returns

As of 31 December 2023
Source: FactSet, MSCI
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As of 31 December 2023
Source: Lazard, FactSet, MSCI
Certain information included herein is derived by Lazard in part from an MSCI index or indices (the “Index Data”). However, 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.

3. INTERNATIONAL VALUATIONS ARE CHEAPER THAN SIMILAR 
INTEREST RATE REGIME
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12/31/2003 17.5 14.4 19.0 13.9

12/31/2023 19.8 9.3 14.0 12.9

Change 13% -35% -26% -8%

International equities remain 
much less expensive than US 
equities. Looking at the last time 
long-term interest rates (the 
discount rate for equities) were 
in the range of where they are 
today, valuations were more 
expensive in every region except 
the US. We believe international 
valuations are not only 
extremely attractive compared 
to the US but also attractive 
relative to where they traded 20 
years ago in a similar interest 
rate regime.
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As of 31 December 2023
Source: Lazard, FactSet, MSCI

In our view, improving financial productivity and deep valuation discount set up 
International for continued outperformance, and stock picking should be rewarded

4. INTERNATIONAL ROES HAVE BEEN IMPROVING MORE THAN US 
SINCE COVID

 International ROEs have 
been improving more than 
the US since COVID.

 In our view, improving 
financial productivity and 
deep valuation discount set 
up International for 
continued outperformance, 
and stock picking should be 
rewarded.

10

12

14

16

18

20

22

24

Mar-20 Nov-20 Jul-21 Mar-22 Nov-22 Jul-23

PE (NTM)

MSCI EAFE MSCI USA

MSCI Japan MSCI Europe

80

90

100

110

120

130

140

Mar-20 Jan-21 Nov-21 Sep-22 Jul-23

Change in ROE (NTM)

MSCI EAFE MSCI USA

MSCI Japan MSCI Europe



LAZARD ASSET MANAGEMENT    |     5LAZARD ASSET MANAGEMENT    |     5

As of 31 December 2023
Source: Lazard, FactSet, MSCI

5. INTERNATIONAL PERFORMANCE COMPARED TO THE US 
CONTINUES TO SLOWLY IMPROVE
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US and EAFE returns are very similar over the long run

6. FUNDAMENTALS AND VALUATIONS HAVE TILTED THE SCALE 
TOWARD INTERNATIONAL EQUITIES

 Now that the era of lower-for-
longer rates and the dollar’s 
long rally appear to be ending, 
we believe fundamentals and 
valuations are tilting the scale 
toward international equities.

 We believe this favorable 
environment can continue.

2023
YTD

As of 31 December 2023. Returns since 1969 are annualized. 
Information and opinions are as of the date of this communication and are subject to change.
The performance quoted represents past performance. Past performance is not a reliable indicator of future results. This information is for illustrative purposes only and does not represent any product or 
strategy managed by Lazard. It is not possible to 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, 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.
Source: MSCI, Lazard

Dec 1969 thru Dec 2023:
MSCI US +8.9 %
MSCI EAFE +7.8 %

Dec 1969 thru Dec 2009:
MSCI US +8.5 %
MSCI EAFE +9.5 %

MSCI EAFE – MSCI US Total Return

MSCI EAFE Outperforms
(27 Times)

MSCI US Outperforms
(27 Times)



IMPORTANT INFORMATION
Published on  7 February 2024.
The MSCI EAFE Index (Europe, Australasia, Far East) is a free-float-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 MSCI USA Index is designed to measure the performance of the large and mid-cap 
segments of the US market. The index covers approximately 85% of the free float-adjusted 
market capitalization in the US.
The MSCI Japan Index is a free-float-adjusted market capitalization index that is designed to 
measure equity market performance in Japan
The MSCI Europe Index is a free-float-adjusted market capitalization index that is designed to 
measure equity market performance in the developed markets countries of Europe. The index is 
unmanaged and has no fees. One cannot invest directly in an index.
The indices are unmanaged and have 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, 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.
Equity securities will fluctuate in price; the value of your investment will thus fluctuate, 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 
specific tax laws, changes in government administration, and economic and monetary policy.
This document reflects the views of Lazard Asset Management LLC or its affiliates (“Lazard”) 
based upon information believed to be reliable as of the publication date. There is no guarantee 
that any forecast or opinion will be realized. This document is provided by Lazard for 
informational purposes only. Nothing herein constitutes investment advice or a recommendation 
relating to any security, commodity, derivative, investment management service, or investment 
product. Investments in securities, derivatives, and commodities involve risk, will fluctuate in 
price, and may result in losses. Certain assets held in Lazard’s investment portfolios, in 
particular alternative investment portfolios, can involve high degrees of risk and volatility when 
compared to other assets. Similarly, certain assets held in Lazard’s investment portfolios may 
trade in less liquid or efficient markets, which can affect investment performance. Past 
performance does not guarantee future results. The views expressed herein are subject to 
change and may differ from the views of other Lazard investment professionals.
This document is intended only for persons residing in jurisdictions where its distribution or 
availability is consistent with local laws and Lazard’s local regulatory authorizations. Please visit 
www.lazardassetmanagement.com/globaldisclosure for the specific Lazard entities that have 
issued this document and the scope of their authorized activities.
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