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Changes to the Market Forecast (7 rebruary 2024)

In this letter, we discuss recent developments behind the latest changes to our team’s market forecast. Our multi-asser portfolios reflect our assessment
of the global economy and the investment landscape 6—12 months into the future.
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Our Market Forecast is based on an evaluation of returns and risks across four subject areas: the macro Economy, factors
impacting asset Valuation, market Liquidity, and investor Sentiment. Our process assesses the future state of each area
and assigns probabilities on a forward-looking 6—12 month basis to potential outcomes ranging from bearish to bullish.

Inflation, interest rates, and recession risks have dominated the outlook for a couple of years now, with market narratives
shifting rapidly as incoming economic data reshapes prevailing views. However, despite frequent market whiplash, the outlook
has improved. After an unprecedented and synchronized global hiking cycle, central banks are entering the “last mile” in their
fight against inflation more quickly than expected, raising the probability of a soft landing for the economy. To be sure, growth
is still expected to slow and many risks remain: that progress reducing inflation stalls, that central banks are slow to cut rates, or
that geopolitical challenges produce new economic shocks. Nonetheless, we are adding to risk to reflect additional progress on
inflation and continued stability in the economic outlook.

Economy  What stage of the global business cycle are we likely to be in over the next 6—12 months?
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Valuation  What is the outlook for business costs, profit margins, and returns over the next 6—12 months?
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Commodity prices largely remain above prepandemic levels but are far lower than recent highs despite heightened
geopolitical risks, erratic weather, and moves by OPEC+ to support oil markets. Labor markets remain tight across many
developed economies, but with signs of demand and supply coming more into balance. The key to the outlook will be
stabilizing employer demand at benign levels before causing higher unemployment. Equity valuations and credit spreads
are unattractive if rates remain high and if the outlook is for a slowing economy; less so if rates fall and resilience continues.
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Liquidity

How are credit markets likely to be characterized over the next 6—12 months?

Restrictive monetary policy continues to contribute to more stringent lending standards and weakening credit demand. Delinquencies
and defaults are rising, especially for more vulnerable borrowers. However, increasing prospects for rate cuts and a soft landing are leading
to slower deterioration in both credit availability and demand. Trends could improve further, but within limits, given that the outlook
remains for a slowing economy—which impacts confidence in borrowing and lending—and for tighter financial conditions than before

the pandemic.

Sentiment

How supportive will politics andlor public opinion be to capital markets over the next 6-12 months?

Implied equity market volatility remains near post-pandemic lows,
amid rising expectations for lower rates and a soft landing. Implied
interest rate volatility remains high, amid ongoing uncertainty about
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the timing and pace of rate cuts. The geopolitical landscape remains
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Outlook

Our first forecast change of 2024 leans further in the direction of prior ones. We continue to expect global growth to slow
in response to tight credit conditions. However, the recent decline in inflation has been more rapid than anticipated, raising
prospects for imminent relief from central bank rate cuts.

The median MSCI World country saw core consumer price inflation (excluding food and energy) peak in March 2023 at 6.6%
year on year, before falling to 3.7% by the end of 2023—nearly two-thirds of the decline required to bring inflation back to
target. Shorter-term trends have been especially encouraging, particularly in the United States where the month-on-month pace
of core personal consumption expenditure inflation has been at or below target for six of the past seven months.

As a result, a lot of commentary is now focused on when different central banks will begin cutting rates and at what pace. These
are important questions in the short term but ultimately we expect the more important question to be where cuts end up. The
more rapid the progress on moderating inflation, the more likely that cuts will be deeper over time. The deeper the cuts, the
better for both bonds and equities, all else being equal.

We expect uncertainty to continue amid a number of risks to the outlook. Among these risks are that: services inflation could
prove stickier than expected, making the “last mile” in reducing inflation the hardest; central banks could be overly cautious
in responding to falling inflation, causing unnecessary economic pain; and very high geopolitical challenges could cause

new shocks to global inflation or activity. Nonetheless, we believe current trends can continue, which is reflected in growing
optimism in our outlook.

Favor Avoid
e US equities ¢ Low-quality equities
e Riskier credit

¢ Crowded trades
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* Market laggards
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This content represents the views of the author(s), and its conclusions may vary from those held elsewhere within Lazard Asset Management.
Lazard is committed to giving our investment professionals the autonomy to develop their own investment views, which are informed by a
robust exchange of ideas throughout the firm.

Important Information

Originally published on 13 February 2024. Revised and republished on 16 February 2024.

All probabilities reflect rounding.

Certain information contained herein constitutes “forward-looking statements” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “tar-
get," “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
reflected or contemplated in such forward-looking statements.

Past performance is not a reliable indicator of future results. Forecasted or estimated results do not represent a promise or guarantee of future results and are subject to change.

Equity securities will fluctuate in price; the value of your investment will thus fluctuate, and this may resultin a loss.

Aninvestment in bonds carries risk. If interest rates rise, bond prices usually decline. The longer a bond's maturity, the greater the impact a change in interest rates can have on its price. If you do not hold
a bond until maturity, you may experience a gain or loss when you sell. Bonds also carry the risk of default, which is the risk that the issuer is unable to make further income and principal payments. Other
risks, including inflation risk, call risk, and pre-payment risk, also apply.

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 Asset Management LLC or its affiliates (“Lazard”) for informational purposes only. Nothing herein constitutes investment advice
or arecommendation relating to any security, commaodity, 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 com-
pared 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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