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Lazard’s enduring success is built on our




distinct intellectual capital approach,

FINANCIAL ADVISORY

ASSET MANAGEMENT

intermediaries, private clients and investment vehicles on a global platform.

Total Assets Under Management of $91 billion* were invested 77% in equities

and 23% in fixed income, alternative investments, cash, and private equity funds;
with 39% invested in international investment strategies, 41% in global investment

strategies and 20% in US investment strategies.

*As of December 31,2008
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Fellow Shareholders,

Our results during 2008 demonstrate that Lazard’s simple business model provides
opportunities for us, our clients and our shareholders. Even in a volatile environment,

Lazards distinct intellectual capital approach performed well relative to the industry.

Operating revenue was $1.68 billion for the full
year of 2008. Adjusted net income on a fully
exchanged basis was $205.9 million or $1.72 per
share, diluted, for the full year of 2008." Lazard

continued to maintain liquidity and control costs.

FINANCIAL ADVISORY

Lazard has maintained and strengthened its role

as the independent advisor for clients on complex
transactions and situations that transcend economic
cycles. We completed significant transactions during
2008, including: InBev’s $52 billion acquisition of
Anheuser-Busch, the largest all-cash deal in history;
Gaz de France’s €44.6 billion merger with Suez; for
the Ministry of Finance of the Netherlands in the
State of the Netherlands” €16.8 billion acquisition of
the Dutch-based banking and insurance businesses
of Fortis and Fortis’ share in ABN Amro Holding;
Trane’s $10.1 billion sale to Ingersoll-Rand;
Resolution plc’s £5.0 billion sale to Pearl Group;
Mitsubishi UF]J Financial Group’s $9 billion
investment in Morgan Stanley; The Royal Bank of
Scotland Group’s $7 billion sale of Angel Trains to
a consortium of global infrastructure investment
funds led by Babcock & Brown; International Paper’s
$6 billion acquisition of Weyerhaeuser’s packaging
business; APP Pharmaceuticals’ $5.6 billion sale

to Fresenius; and Bear Stearns’ $1.4 billion sale to
JPMorgan Chase.

Among the pending, announced M&A transactions
on which Lazard advised in the fourth quarter,
continued to advise, or completed since December
31, 2008, are for the Haas Family Trusts in Rohm
and Haas” $18.8 billion sale to Dow Chemical; the
Nuclear Liabilities Fund in British Energy’s £12.5
billion recommended sale to EDF; Exelon on its
$13.7 billion exchange offer for NRG Energy;

and the shareholders of Essent on the €9.3 billion
offer by RWE.

In addition to our M&A activities, we are helping
our clients with our global restructuring team’s deep
talent and advisory experience in Chapter 11 and
out-of-court restructurings, sales of distressed assets,
debt advisory, capital structure advisory and capital
raising around the world. Given our leadership
position in this business, we have seen a dramatic
increase in the level of our restructuring and capital
structure advisory activity in the fourth quarter of
2008, which we expect to continue in 2009. Lazard
is currently engaged on more than 70 restructuring
assignments in over 20 industry sectors worldwide,

many of which are not publicly disclosed assignments.

In North America, we have been advising on 13

of the top 25 bankruptcies that have been filed
since January 2008. These include bankruptcies

of Lehman Brothers, Tribune Company, Nortel
Networks, Smurfit-Stone, Tropicana Casino &
Resort, Pilgrim’s Pride, WCI Communities, Trump
Entertainment Resorts, TOUSA, LandSource,
Vertis, Hawaiian Telcom and Tarragon Corporation.
In addition, we continue to advise Journal Register,
Midway Games and Pacific Energy Resources

in connection with their chapter 11 bankruptcy
proceedings. Other current assignments include
advising Charter Communications, Capmark
Financial, RH Donnelley and Station Casinos
with regard to their restructuring initiatives, and
we are advising the secured lenders to Masonite,
Spectrum Brands and BearingPoint Inc. We also
are advising the UAW in its dealings with Ford,
GM and Chrysler and a number of automotive

suppliers in the US and Europe.

We also are seeing a heightened level of restructuring
and debt advisory activity in Europe and around
the globe, including advising on the restructurings
of Colonial, Countrywide, Metrovacesa, Premiere,

and British Vita Group, as well as advising the

! These results exclude an after-tax, LAM equity charge of $192.1 million and provisions for losses from counterparty defaults

of $9.5 million relating primarily to the bankruptcy filing of one of our prime brokers, all occurring in the third quarter of 2008.
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creditors of Belvedere and Ferretti. We also
are advising Ineos on its covenant negotiations,
Olympic Airways on the sale of certain assets

and Ecuador on its debt restructuring.

ASSET MANAGEMENT

Lazard’s Asset Management business is diversified
by geography and by product. The impact of market
depreciation reduced Assets Under Management
but our Asset Management business had positive
net inflows in 2008 and offered many superior

investment strategies for our clients.

STRATEGIC UPDATE

Our strategy is to take the long view and focus on
our client relationships, as we have for over 160
years. We will reinforce our areas of strength, invest
in areas of growth, develop new products, contain
costs and maintain liquidity, in order to take advan-
tage of future opportunities. For the long term, our
growth drivers will be the resurgence of M&A, the
continued need for restructuring and capital raising,

and our Asset Management business.

Talent and Retention. During the past year, new
hires included a European-based Vice Chairman of
Lazard International specializing in healthcare and
global transactions; UK-based managing directors
in the financial institutions group; a European
managing director specializing in mining and met-
als; and European debt advisory professionals in
France, Germany and the UK. Key hires in the US
included senior advisory professionals in restructur-
ing, the aerospace & defense sector and the Lazard
Middle Market business, as well as the return of our
global head of power, utilities and infrastructure.
We intend to continue to hire key professionals on
a selected basis and to redeploy employees into areas
where we see potential for growth: restructuring,
financial institutions advisory and other sectors, and

selected areas in Asset Management.

Products. We are continuing to broaden the prod-
ucts we offer clients in such areas as debt advisory

and capital structure advisory.

Geographic Expansion. We continued to broaden
and solidify our geographic footprint through
acquisitions and strategic alliances in Financial
Advisory. In January 2008, we formed MBA Lazard
as a result of acquiring a 50% interest in Merchant
Bankers Asociados, with offices across Central and
South America. In February 2009, we entered into
a strategic alliance with a financial advisory firm in
Mexico. As a result, we now have full coverage of
the Latin American region. In Asset Management,

we have been expanding our operations in Asia.

Finally, our financial position remains strong. With
approximately $1 billion in cash and marketable
equity securities at the end of 2008, we are continu-
ing to invest in growth areas of our businesses. To
Sfurther optimize our mix of personnel, we also have
been reducing staffing in other areas and our back
office, to create greater efficiency, productivity and
shareholder value.

As we look ahead to 2009, global economic challenges
may persist for some time. Based on our continuing
performance and ability to find opportunity in
turbulent markets, [ remain confident in the long-
term strength of our distinct business model and am
committed to investing in and growing the global
Lazard franchise for the benefit of our shareholders,

clients and employees.

Bruce Wasserstein

Chairman and Chief Executive Officer
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Financial Highlights

($mm, except per share data)

2008! 2007 2006
Net Revenue $1,557 $1,918 $1,494
Operating Revenue? 1,675 2,015 1,571
Operating Income 237 418 327
Adjusted Net Income, Fully Exchanged Basis? 206 323 236
Adjusted Net Income Per Share, Fully Exchanged Basis—Diluted®* $1.72 $2.77 $2.24
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! Excludes a LAM Equity Charge ($192.1 million after-tax) and provisions for losses from counterparty defaults relating primarily
to the bankruptcy filing of one of our prime brokers ($9.5 million after-tax) in the third quarter of 2008.

2 Operating revenue excludes interest expense relating to financing activities and revenue/(loss) relating to the consolidation
of General Partnerships, which are included in net revenue.

? Note: Lazard believes that results assuming full exchange of outstanding exchangeable interests provide the most meaningful basis
for comparison among present, historical and future periods.

* Excludes Corporate, which includes investment income from long-term investments, net interest income generated by Lazard Fréres
Banque SA, interest income related to cash and interest expense related to outstanding borrowings.

The Stock Performance graph compares the performance of an investment in our Class A common stock from May 5,2005 through
December 31,2008, with the S&P 500 Index and the S&P Financial Index.The graph assumes $100 was invested at the close of
business on May 5,2005 in each of our Class A common stock, the S&P 500 Index and the S&P Financial Index. It also assumes
that dividends were reinvested on the date of payment without payment of any commissions.The performance shown in the graph
represents past performance and should not be considered an indication of future performance.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2008
OR
[l TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

001-32492
(Commission File Number)

LAZARD LTD

(Exact name of registrant as specified in its charter)

Bermuda 98-0437848
(State or Other Jurisdiction of Incorporation (L.R.S. Employer Identification No.)
or Organization)

Clarendon House
2 Church Street
Hamilton HM11, Bermuda
(Address of principal executive offices)
Registrant’s telephone number: (441) 295-1422

Securities Registered Pursuant to Section 12(b) of the Act:
Title of each class Name of each exchange on which registered

Class A Common Stock, par value $0.01 per share New York Stock Exchange
Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No []

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or 15(d) of the
Act. Yes [ ] No

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required
to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated
by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or
a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer [ ]

Non-accelerated filer [ ] Smaller reporting company [_]

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes [ ] No

The aggregate market value of the common stock held by non-affiliates of the Registrant as of June 30, 2008 was
approximately $2,093,848,580.

As of January 31, 2009, there were 76,294,912 shares of the Registrant’s Class A common stock (including 9,376,162
shares held by a subsidiary) and one share of the registrant’s Class B common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s proxy statement for its 2009 annual general meeting of shareholders are incorporated by

reference in this Form 10-K in response to Part III Items 10, 11, 12, 13 and 14.




This page intentionally left blank.



LAZARD LTD

ANNUAL REPORT ON FORM 10-K FOR THE FISCAL YEAR ENDED
DECEMBER 31, 2008

INDEX

Form 10-K Item Number

PART I

Item 1.

Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.
PART II

Item 5.

Item 6.

Item 7.

Item 7A.
Item 8.

Item 9.

Item 9A.
Item 9B.
PART III
Item 10.
Item 11.
Item 12.

Item 13.

Item 14.
PART IV

Item 15.

SIGNATURES

BUSINESS . .ottt
Executive Officers of the Registrant . ........ ... ... . .. ...
Risk Factors . ... ..o
Unresolved Staff Comments . . ... .
Properties . ... .
Legal Proceedings . . .. ..o ottt e

Submission of Matters to a Vote of Security Holders ............. .. .. ... .. ... ...

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities . ... ........ ...ttt

Selected Financial Data .. ... ...

Management’s Discussion and Analysis of Financial Condition and Results of
OPCIALIONS . .« . vttt e et et e e e e e e e e e

Quantitative and Qualitative Disclosures About Market Risk ........................
Financial Statements and Supplementary Data ............. .. .. ... ... .. .. .. ....

Changes in and Disagreements With Accountants on Accounting and Financial
DISClOSUIE . . ..o

Controls and Procedures . . ... ..

Other Information . .. ... ... e e

Directors, Executive Officers and Corporate Governance . ...................ouen...
Executive COmMpensation ... ... .... ...ttt

Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder MAtters ... ... ... .. ...

Certain Relationships and Related Transactions, and Director Independence ...........

Principal Accountant Fees and Services . ........ ...t

Exhibits and Financial Statement Schedules .......... ... ... . . .. . i,

Index to Financial Statements and Financial Statement Schedule Items 15(a)(1) and
15()(2) v ettt

Page
No.

13
15
33
34
34
35

35
36



This page intentionally left blank.



Part I

» o« » o«

When we use the terms “Lazard”, “we”, “us”, “our”, and “the Company”, we mean Lazard Ltd, a
company incorporated under the laws of Bermuda, and its subsidiaries, including Lazard Group LLC, a
Delaware limited liability company (“Lazard Group”), that is the current holding company for our businesses.
Lazard Ltd has no material assets other than indirect ownership as of December 31, 2008 of approximately
62.4% of the common membership interests in Lazard Group and its controlling interest in Lazard Group.

Item 1. Business

We are a preeminent international financial advisory and asset management firm that has long specialized in
crafting solutions to the complex financial and strategic challenges of our clients. We serve a diverse set of
clients around the world, including corporations, partnerships, institutions, governments and high-net worth
individuals. The first Lazard partnership was established in 1848. Over time we have extended our activities
beyond our roots in New York, Paris and London. We currently operate from 40 cities in key business and
financial centers across 24 countries throughout Europe, North America, Asia, Australia, and Central and South
America.

The Separation and Recapitalization

On May 10, 2005, we completed the equity public offering (the “equity public offering”) of Class A common
stock of Lazard Ltd (“‘Class A common stock’), the public offering of equity security units (“ESUs”) of Lazard Ltd,
the private placements under an investment agreement with IXIS Corporate & Investment Bank (“IXIS” or,
following its merger with and into its parent, “Natixis”) and the private offering of the 7.125% senior notes due
2015 of Lazard Group, primarily to recapitalize Lazard Group. We refer to these financing transactions and the
recapitalization, collectively, as the “recapitalization.” As part of the recapitalization, Lazard Group used the net
proceeds from the financing transactions primarily to redeem the outstanding Lazard Group membership interests of
certain of its historical partners.

On May 10, 2005, Lazard Group also transferred its capital markets business, which consisted of equity,
fixed income and convertibles sales and trading, broking, research and underwriting services, and fund
management activities outside of France as well as other specified non-operating assets and liabilities, to LFCM
Holdings LLC, a Delaware limited liability company (“LFCM Holdings”). We refer to these businesses, assets
and liabilities as the “separated businesses” and these transfers collectively as the “separation.”

Principal Business Lines

We focus primarily on two business segments - Financial Advisory and Asset Management. We believe that
the mix of our activities across business segments, geographic regions, industries and investment strategies helps
to diversify and stabilize our revenue stream.

Financial Advisory

We offer corporate, partnership, institutional, government and individual clients across the globe a wide
array of financial advisory services regarding mergers and acquisitions (“M&A”) and strategic advisory matters,
restructurings and capital structure advisory services, capital raising and various other corporate finance matters.
We focus on solving our clients’ most complex problems, providing advice to senior management, boards of
directors and business owners of prominent companies and institutions in transactions that typically are of
significant strategic and financial importance to them.

We continue to build our Financial Advisory business by fostering long-term, senior level relationships with
existing and new clients as their independent advisor on strategic transactions. We seek to build and sustain
long-term relationships with our clients rather than focusing on individual transactions, a practice that we believe
enhances our access to senior management of major corporations and institutions around the world. We
emphasize providing clients with senior level attention during all phases of transaction execution.



While we strive to earn repeat business from our clients, we operate in a highly competitive environment in
which there are no long-term contracted sources of revenue. Each revenue-generating engagement is separately
negotiated and awarded. To develop new client relationships, and to develop new engagements from historical
client relationships, we maintain an active dialogue with a large number of clients and potential clients, as well as
with their financial and legal advisors, on an ongoing basis. We have gained a significant number of new clients
each year through our business development initiatives, through recruiting additional senior investment banking
professionals who bring with them client relationships and through referrals from directors, attorneys and other
third parties with whom we have relationships. At the same time, we lose clients each year as a result of the sale
or merger of a client, a change in a client’s senior management, competition from other investment banks and
other causes.

For the years ended December 31, 2008, 2007 and 2006, the Financial Advisory segment net revenue totaled
$1,023 million, $1,240 million and $973 million, respectively, accounting for approximately 66%, 64% and 65%,
respectively, of our consolidated net revenue for such years. We earned advisory revenue from 708 clients, 622
clients and 510 clients for the years ended December 31, 2008, 2007 and 2006, respectively. We earned $1
million or more from 229 clients, 230 clients and 202 clients for the years ended December 31, 2008, 2007 and
2006, respectively. For the years ended December 31, 2008, 2007 and 2006, the ten largest fee paying clients
constituted approximately 20%, 19% and 21% of our Financial Advisory segment net revenue, respectively, with
no client individually having constituted more than 10% of segment net revenue during any of these years. For
the years ended December 31, 2008, 2007 and 2006, the Financial Advisory segment reported operating income
of $226 million, $319 million and $251 million, respectively. At December 31, 2008, 2007 and 2006, the
Financial Advisory segment had total assets of $739 million, $812 million, and $453 million, respectively.

We believe that we have been pioneers in offering financial advisory services on an international basis, with
the establishment of our New York, Paris and London offices dating back to the nineteenth century. We maintain
major local presences in the U.S., the U.K. and France, including a network of regional branch offices in the U.S.
and France, as well as presences in Argentina, Australia, Brazil, Canada, Chile, Dubai, Germany, Hong Kong,
India, Italy, Japan, the Netherlands, Panama, Peru, Singapore, South Korea, Spain, Sweden, Switzerland,
Uruguay and mainland China.

On August 13, 2007, we acquired all of the outstanding ownership interests of Goldsmith, Agio, Helms &
Lynner, LLC (“GAHL”), a Minneapolis-based investment bank specializing in financial advisory services to
mid-sized private companies. On July 31, 2007, Lazard Ltd acquired all of the outstanding shares of Carnegie,
Wylie & Company (Holdings) PTY LTD (“CWC?”), an Australia-based financial advisory firm, and concurrently
sold such investment to Lazard Group. We operate GAHL’s and CWC'’s businesses under the names “Lazard
Middle Market” and “Lazard Carnegie Wylie”, respectively. Furthermore, on June 19, 2007, we entered into a
joint cooperation agreement with Raiffeisen Investment AG (‘“Raiffeisen”) for merger and acquisition advisory
services in Russia and the Central and Eastern European (the “CEE”) region. The cooperation between us and
Raiffeisen, one of the CEE region’s top M&A advisors, provides domestic, international and cross-border
expertise within Russia and the CEE region. In addition, on January 31, 2008, we acquired a 50% interest in
Merchant Bankers Asociados (“MBA”), an Argentina-based financial advisory services firm with offices across
Central and South America and the parent company of MBA Banco de Inversiones. Finally, in February, 2009,
we entered into a strategic alliance with a financial advisory firm in Mexico to provide global M&A advisory
services for clients, both inside and outside of Mexico, who are seeking to acquire or sell Mexican assets or have
interests in other financial transactions with Mexican companies, and to provide restructuring advisory services
to Mexican clients.

In addition to seeking business centered in the locations referred to above, we historically have focused in
particular on advising clients with respect to cross-border transactions. We believe that we are particularly well
known for our legacy of offering broad teams of professionals who are indigenous to their respective regions and
who have long-term client relationships, capabilities and know-how in their respective regions. We also believe
that this positioning affords us insight around the globe into key industry, economic, government and regulatory
issues and developments, which we can bring to bear on behalf of our clients.
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Services Offered

We advise clients on a wide range of strategic and financial issues. When we advise companies in the
potential acquisition of another company, business or certain assets, our services include evaluating potential
acquisition targets, providing valuation analyses, evaluating and proposing financial and strategic alternatives
and rendering, if appropriate, fairness opinions. We also may advise as to the timing, structure, financing and
pricing of a proposed acquisition and assist in negotiating and closing the acquisition. In addition, we may assist
in executing an acquisition by acting as a dealer-manager in transactions structured as a tender or exchange offer.

When we advise clients that are contemplating the sale of certain businesses, assets or their entire company,
our services include advising on the appropriate sales process for the situation, valuation issues, assisting in
preparing an offering circular or other appropriate sales materials and rendering, if appropriate, fairness opinions.
We also identify and contact selected qualified acquirors and assist in negotiating and closing the proposed sale.
As appropriate, we also advise our clients regarding financial and strategic alternatives to a sale including
recapitalizations, spin-offs, carve-outs, split-offs and tracking stocks. Our advice includes recommendations with
respect to the structure, timing and pricing of these alternatives.

For companies in financial distress, our services may include reviewing and analyzing the business,
operations, properties, financial condition and prospects of the company, evaluating debt capacity, assisting in
the determination of an appropriate capital structure and evaluating and recommending financial and strategic
alternatives, including providing advice on dividend policy. If appropriate, we may provide financial advice and
assistance in developing and seeking approval of a restructuring or reorganization plan, which may include a plan
of reorganization under Chapter 11 of the U.S. Bankruptcy Code or other similar court administered processes in
non-U.S. jurisdictions. In such cases, we may assist in all aspects of the implementation of such a plan, including
advising and assisting in structuring and effecting the financial aspects of a sale or recapitalization, structuring
new securities, exchange offers, other considerations or other inducements to be offered or issued, as well as
assisting and participating in negotiations with affected entities or groups.

When we assist clients in raising private or public market financing, our services include originating and
executing private placements of equity, debt and related securities, assisting clients in connection with securing,
refinancing or restructuring bank loans, originating public underwritings of equity, debt and convertible
securities and originating and executing private placements of partnership and similar interests in alternative
investment funds such as leveraged buyout, mezzanine or real estate focused funds. In addition, we may advise
on capital structure and assist in long-range capital planning and rating agency relationships.

Pursuant to a business alliance agreement that we entered into with LFCM Holdings in connection with the
separation in May, 2005 (the “business alliance agreement”), LFCM Holdings generally underwrites and
distributes U.S. securities offerings originated by our Financial Advisory business in a manner intended to be
similar to our practice prior to the separation, with revenue from such offerings generally continuing to be
divided evenly between Lazard Group and LFCM Holdings.

Staffing

We staff our assignments with a team of quality professionals who have appropriate product and industry
expertise. We pride ourselves on, and we believe we differentiate ourselves from our competitors by, being able
to offer a relatively high level of attention from senior personnel to our clients and organizing ourselves in such a
way that managing directors who are responsible for securing and maintaining client relationships also actively
participate in providing related transaction execution services. Our managing directors have significant
experience, and many of them are able to use this experience to advise on both M&A and restructuring
transactions, depending on our clients’ needs. Many of our managing directors and senior advisors come from
diverse backgrounds, such as senior executive positions at corporations and in government, law and strategic
consulting, which we believe enhances our ability to offer sophisticated advice and customized solutions to our
clients. As of December 31, 2008, our Financial Advisory segment had 151 managing directors, 696 other
professionals (which includes directors, vice presidents, associates and analysts) and 246 support staff personnel.

3



Industries Served

We seek to offer our services across most major industry groups, including, in many cases, sub-industry
specialties. Our Mergers and Acquisitions managing directors and professionals are organized to provide advice
in the following major industry practice areas:

L]

consumer,

financial institutions,

financial sponsors,

healthcare and life sciences,
industrial,

power and energy/infrastructure,
real estate, and

technology, media and telecommunications.

These groups are managed locally in each relevant geographic region and are coordinated globally, which
allows us to bring local industry-specific knowledge to bear on behalf of our clients on a global basis. We believe
that this enhances the quality of the advice that we can offer, which improves our ability to market our
capabilities to clients.

In addition to our Mergers and Acquisitions and Financial Restructuring practices, we also maintain
specialties in the following distinct practice areas within our Financial Advisory segment:

government advisory,

capital structure and debt advisory,

fund raising for alternative investment funds,
private investment in public equity, or “PIPE”, and

corporate finance.

We endeavor to coordinate the activities of the professionals in these areas with our Mergers and
Acquisitions industry specialists in order to offer clients customized teams of cross-functional expertise spanning
both industry and practice area expertise.

Strategy

Our focus in our Financial Advisory business is on:

making a significant investment in our intellectual capital with the addition of many senior professionals
who we believe have strong client relationships and industry expertise,

increasing our contacts with existing clients to further enhance our long-term relationships and our
efforts in developing new client relationships,

expanding the breadth and depth of our industry expertise and selectively adding new practice areas,

coordinating our industry specialty activities on a global basis and increasing the integration of our
industry experts with our Mergers and Acquisitions, Financial Restructuring and Corporate Finance
professionals, and

broadening our geographic presence by adding new offices, including, since the beginning of 2007,
offices in Australia (Melbourne), Switzerland (Zurich), China (Hong Kong), and United Arab Emirates
(Dubai City), as well as new regional offices in the U.S. (Boston, Minneapolis, Charlotte and
Washington DC), acquiring a 50% interest in a financial advisory firm with offices in Central and South
America (Chile, Panama, Uruguay and Peru) and entering into a joint cooperation agreement in Eastern
Europe and Russia, as well as a strategic alliance with a financial advisory firm in Mexico.
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In addition to the investments made as part of this strategy, we believe that the following external market
factors may enable our Financial Advisory business to benefit:

e increasing demand for independent, unbiased financial advice,

e increasing demand for Financial Restructuring advice due to the increased level of corporate defaults,
and

e apotential increase in cross-border M&A and large capitalization M&A, two of our areas of historical
specialization.

Going forward, our strategic emphasis in our Financial Advisory business is to leverage the investments we
have made in recent years to grow our business and drive our productivity. We continue to seek to opportunistically
attract outstanding individuals to our business. We routinely reassess our strategic position and may in the future
seek opportunities to further enhance our competitive position. In this regard, during 2007 and 2008, as described
above, we broadened our geographic footprint through acquisitions, investments and alliances in Australia, Eastern
Europe, Russia and Central and South America, and by opening new offices. In addition, as a result of acquiring
GAHL in 2007, we launched “Lazard Middle Market,” which advises primarily mid-sized private companies.

Relationship with Natixis

At the time of the equity public offering in 2005, Lazard Group and Natixis had in place a cooperation
arrangement to place and underwrite securities on the French equity primary capital markets under a common
brand, currently “Lazard-Natixis,” and cooperate in their respective origination, syndication and placement
activities. Although originally set to expire during the third quarter of 2008, the arrangement continues to be
applied in accordance with its general terms pending the outcome of continuing discussions regarding its formal
extension. This cooperation covers French listed companies exceeding a market capitalization of €500 million.
The cooperation arrangement also provides for an alliance in real estate advisory work with the objective of
establishing a common brand for advisory and financing operations within France. It also adds an exclusive
mutual referral cooperation arrangement, subject to the fiduciary duties of each firm, with the goal of referring
clients from Lazard Group to Natixis for services relating to corporate banking, lending, securitizations and
derivatives within France and from Natixis to Lazard Group for M&A advisory services within France.

Asset Management

Our Asset Management business provides investment management and advisory services to institutional
clients, financial intermediaries, private clients and investment vehicles around the world. Our goal in our Asset
Management business is to produce superior risk-adjusted investment returns and provide investment solutions
customized for our clients. Many of our equity investment strategies share an investment philosophy that centers
on fundamental security selection with a focus on the trade-off between a company’s valuation and its financial
productivity.

As of December 31, 2008, total assets under management (“AUM”) were $91 billion, of which
approximately 77% was invested in equities, 14% in fixed income, 3% in alternative investments, 4% in cash and
2% in private equity funds. As of the same date, approximately 39% of our AUM was invested in international
(i.e., non-U.S. and regional non-U.S.) investment strategies, 41% was invested in global investment strategies
and 20% was invested in U.S. investment strategies, and our top ten clients accounted for 25% of our total AUM.
Approximately 85% of our AUM as of that date was managed on behalf of institutional clients, including
corporations, labor unions, public pension funds, insurance companies and banks, and through sub-advisory
relationships, mutual fund sponsors, broker-dealers and registered advisors, and approximately 15% of our AUM
as of December 31, 2008 was managed on behalf of individual client relationships, which are principally with
family offices and high-net worth individuals.



The charts below illustrate the mix of our AUM as of December 31, 2008, measured by broad product
strategy and by office location.
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For the years ended December 31, 2008, 2007 and 2006, our Asset Management segment net revenue
totaled $614.8 million, $724.8 million and $553.2 million, respectively, accounting for approximately 39%, 38%
and 37%, respectively, of our consolidated net revenue for such years. In the third quarter of 2008, Lazard Asset
Management LLC (“LAM”) and LAZ Sub I, LLC completed a merger (the “LAM Merger”), with and into LAM
(see Note 4 of Notes to Consolidated Financial Statements). For the year ended December 31, 2008, Asset
Management reported an operating loss of $63.4 million (including a $197.6 million charge relating to the LAM
Merger in the third quarter), and operating income of $134.2 million (excluding the charge relating to the LAM
Merger), as compared to operating income of $185.0 million and $135.2 million for the years ended December
31, 2007 and 2006, respectively. At December 31, 2008, 2007 and 2006, our Asset Management segment had
$419.9 million, $580.7 million, and $418.5 million in total assets, respectively.

LAM and LFG

Our largest Asset Management subsidiaries are LAM, with offices in New York, San Francisco, Boston,
Chicago, Toronto, Montreal, London, Milan, Frankfurt, Hamburg, Tokyo, Hong Kong, Sydney, Seoul and
Bahrain (aggregating approximately $80 billion in total AUM as of December 31, 2008), and Lazard Fréres
Gestion (“LFG”), headquartered in Paris (aggregating approximately $10 billion in total AUM as of
December 31, 2008). These operations, with 661 employees as of December 31, 2008, provide our business with
both a global presence and a local identity.

Primary distinguishing features of these operations include:

e aglobal footprint with global research, global mandates and global clients,

e abroad-based team of approximately 250 investment professionals at December 31, 2008: LAM had
approximately 220 investment professionals, including approximately 90 focused, in-house, investment
analysts across all products and platforms, many of whom have substantial industry or sector specific
expertise, and LFG had approximately 30 investment professionals, including research analysts,

* asecurity selection-based investment philosophy applied across products, and
* worldwide brand recognition and multi-channel distribution capabilities.

Our Investment Philosophy, Process and Research. Our investment philosophy is generally based upon a

fundamental security selection approach to investing. Across many of our products, we apply three key principles
to investment portfolios:

e select securities, not markets,
e evaluate the trade-off between returns and valuations, and

* manage risk.



In searching for equity investment opportunities, our investment professionals generally follow an
investment process that incorporates several interconnected components that may include:

e analytical framework analysis and screening,

e accounting validation,

e fundamental analysis,

e security selection and portfolio construction, and

e risk management.

At LAM, we conduct investment research on a global basis to develop market, industry and company
specific insights. Approximately 90 investment analysts, located in our worldwide offices, conduct research and

evaluate investment opportunities around the world, and across all products and platforms. The LAM global
research platform is organized around six global industry sectors:

e consumer goods,

¢ financial services,

e health care,

¢ industrials,

e power, and

e technology, media and telecommunications.

Our analysts recommend companies to portfolio managers and work with them on an ongoing basis to make
“buy” and “sell” decisions.



Investment Strategies. Our Asset Management business provides equity, fixed income, cash management
and alternative investment strategies to our clients, paying close attention to our clients’ varying and expanding
investment needs. We offer the following product platform of investment strategies:

Equities

Fixed Income and
Cash Management

Alternative

Global

Global

Large Capitalization
Small Capitalization
Emerging Markets
Thematic
Convertibles*
Listed Infrastructure
Quantitative

EAFE (Non-U.S.)
Large Capitalization
Small Capitalization
Multi-Capitalization
Quantitative

Global Ex

Global Ex-U.K.
Global Ex-Japan
Global Ex-Australia

Global

Core Fixed Income
High Yield

Short Duration

Global

Fund of Hedge Funds

Fund of Closed-End Funds
(Long and Long/Short)

Convertible

Arbitrage/Relative Value

Regional

Pan-European
Large Capitalization
Small Capitalization
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Large Capitalization®*
Small Capitalization**

Continental European
Small Cap

Multi Cap

Eurozone (i.e., Euro Bloc)
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Other
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France (Small Capitalization)*
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U.S.
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Cash Management*

Non-U.S.
U.K. Fixed Income

All of the above strategies are offered by LAM, except for those denoted by *, which are offered exclusively by
LFG. Investment strategies offered by both LAM and LFG are denoted by **.

In addition to the primary investment strategies listed above, we also provide locally customized investment
solutions to our clients. In many cases, we also offer both diversified and more concentrated versions of our
products. These products are generally offered on a separate account basis, as well as through pooled vehicles.

Distribution. We distribute our products through a broad array of marketing channels on a global basis.
LAM’s marketing, sales and client service efforts are organized through a global market delivery and service
network, with distribution professionals located in cities including New York, San Francisco, London, Milan,
Frankfurt, Hamburg, Tokyo, Sydney, Hong Kong, Bahrain and Seoul. We have developed a well-established
presence in the institutional asset management arena, managing money for corporations, labor unions and public
pension funds around the world. In addition, we manage assets for insurance companies, savings and trust banks,
endowments, foundations and charities.



We also have become a leading firm in third-party distribution, managing mutual funds and separately
managed accounts for many of the world’s largest broker-dealers, insurance companies, registered advisors and
other financial intermediaries. In the area of wealth management, we cater to family offices and private clients.

LFG markets and distributes its products through 22 sales professionals based in France who directly target
both individual and institutional investors.

Strategy

Our strategic plan in our Asset Management business is to focus on delivering superior investment
performance and client service and broadening our product offerings and distribution in selected areas in order to
continue to drive improved business results. Over the past several years, in an effort to improve LAM’s
operations and expand our business, we have:

e focused on enhancing our investment performance,

e improved our investment management platform by adding a number of senior investment professionals
(including portfolio managers and analysts),

e continued to strengthen our marketing and consultant relations capabilities,

e expanded our product platform, including “lifting-out” experienced portfolio managers to establish new
products, and

* continued to expand LAM’s geographic reach, including through opening offices in Hong Kong and
Bahrain.

We believe that our Asset Management business has long maintained an outstanding team of portfolio
managers and global research analysts. We intend to maintain and supplement our intellectual capital to achieve
our goals. We routinely reassess our strategic position and may in the future seek acquisitions or other
transactions, including the opportunistic hiring of new employees, in order to further enhance our competitive
position. We also believe that our specific investment strategies, global reach, unique brand identity and access to
multiple distribution channels may allow us to expand into new investment products, strategies and geographic
locations. In addition, we plan to expand our participation in alternative investment activities through
investments in new and successor funds, and are considering expanding the services we offer to high-net worth
individuals, through organic growth, acquisitions or otherwise.

Alternative Investments

Lazard has a long history of making investments with its own capital, often alongside capital of qualified
institutional and individual investors. These activities typically are organized in funds that make substantial or
controlling investments in private or public companies, generally through privately negotiated transactions and
with a view to divestment within two to seven years. While potentially risky and frequently illiquid, such
investments, when successful, can yield investors substantial returns on capital and generate attractive
management and performance fees for the sponsor of such funds.

We continue to explore and discuss opportunities to expand the scope of our investment and private equity
activities in Europe, the U.S. and elsewhere. These opportunities could include internal growth of new funds and
direct investments by us, partnerships or strategic relationships, investments with third parties or acquisitions of
existing funds or management companies.

As a part of the separation in 2005, we transferred to LFCM Holdings all of our alternative investment
activities at that time, except for Fonds Partenaires Gestion (“FPG”), our private equity business in France, which
is a subsidiary of our Paris-based banking affiliate, Lazard Fréres Banque SA (“LFB”) and is regulated by the
Autorité des Marchés Financiers. We also transferred to LFCM Holdings certain principal investments by Lazard
Group in the funds managed by the separated businesses, while we retained our investment in our French private
equity funds.



LFCM Holdings operates the alternative investment business (including private equity activities) transferred
to it in the separation. Consistent with our intent to support the development of the alternative investment
business, including investing capital in funds managed or formed by Lazard Alternative Investments Holdings
LLC (“LATI”), a subsidiary of LFCM Holdings, and in order to benefit from what we believe to be the potential of
this business, we are entitled to receive from LFCM Holdings all or a portion of the payments from the incentive
fees attributable to these funds (net of compensation payable to investment professionals who manage these
funds) pursuant to the business alliance agreement between us and LFCM Holdings. In addition, pursuant to the
business alliance agreement, we have an option to acquire the fund management activities of LAI and have the
right to participate in the oversight of LFCM Holdings’ funds and consent to certain actions. We will continue to
abide by our obligations with respect to transferred funds and will not compete with LFCM Holdings’ alternative
investment business during the duration of our option to acquire this business. From time to time, we have
considered exercising the option with respect to Europe and other remaining activities in North America and
have had preliminary conversations with LFCM Holdings in that regard.

Since 2005, consistent with our obligations to LFCM Holdings, we have engaged in a number of alternative
investments and private equity activities. During 2008, Lazard Group formed a strategic partnership with Apollo
Management, L.P. (“Apollo”), an affiliate of Apollo Global Management, LLC, a leading global alternative asset
manager, for private equity investments in Europe. In addition, in February, 2009, the business alliance
agreement was amended to remove any restriction on the Company engaging in private equity businesses in
North America, and to reduce the price of our option to acquire the fund management activities of LAI in North
America. See Notes 10 and 15 of Notes to Consolidated Financial Statements for additional information
regarding alternative investments, including recent developments with respect to Corporate Partners II Limited.

On October 2, 2007, Lazard Funding Limited LL.C (“Lazard Funding”), a wholly-owned subsidiary of
Lazard Group, formed a special purpose acquisition company, Sapphire Industrials Corp. (“Sapphire”), for the
purpose of effecting a merger, capital stock exchange, asset acquisition, stock purchase, reorganization or similar
business combination with one or more operating businesses. In connection with the formation of Sapphire,
Lazard Funding purchased approximately 15.1 million founder units at a total cost of approximately $0.1 million.
Each founders’ unit consists of one share of Sapphire common stock and one warrant to purchase one share of
Sapphire common stock. On January 24, 2008, Sapphire completed an initial public offering (the “Sapphire
IPO”), which, prior to offering costs, raised $800 million through the sale of 80 million units at an offering price
of $10.00 per unit. On January 24, 2008, in connection with the Sapphire IPO, Lazard Funding purchased (i) 5
million units in the Sapphire TPO at a purchase price equal to the public offering price of $10.00 per unit (for an
aggregate purchase price of $50.0 million), and (ii) an aggregate of 12.5 million warrants from Sapphire at a
price of $1.00 per warrant (for a total purchase price of $12.5 million). See Notes 10 and 15 of Notes to
Consolidated Financial Statements for additional information regarding Sapphire and the Sapphire IPO.

As of December 31, 2008, FPG, Lazard Group’s private equity business in France, with 10 employees,
consisted of a group of private equity funds and an affiliated management company with approximately
$1 billion of AUM. Lazard Group’s investments in FPG-managed and other affiliated funds totaled
approximately $44 million as of December 31, 2008.

As of December 31, 2008, CWC’s private equity business in Australia, with 10 employees, had
approximately $133 million of private equity AUM.

Employees

We believe that our people are our most important asset, and it is their reputation, talent, integrity and
dedication that underpin our success. As of December 31, 2008, we employed 2,434 people, which included 151
managing directors and 696 other professionals in our Financial Advisory segment and 56 managing directors
and 328 other professionals in our Asset Management segment. We strive to maintain a work environment that
fosters professionalism, excellence, diversity and cooperation among our employees worldwide. We utilize an
evaluation process at the end of each year to measure performance, determine compensation and provide
guidance on opportunities for improved performance. Generally, our employees are not subject to any collective
bargaining agreements, except that our employees in certain of our European offices, including France and Italy,
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are covered by national, industry-wide collective bargaining agreements. We believe that we have good relations
with our employees. See Note 23 of Notes to Consolidated Financial Statements.

Competition

The financial services industry, and all of the businesses in which we compete, are intensely competitive,
and we expect them to remain so. Our competitors are other investment banking and financial advisory firms,
broker-dealers, commercial and “universal” banks, insurance companies, investment management firms, hedge
fund management firms, alternative investment firms and other financial institutions. We compete with some of
our competitors globally and with others on a regional, product or niche basis. We compete on the basis of a
number of factors, including quality of people, transaction execution skills, investment track record, quality of
client service, individual and institutional client relationships, absence of conflicts, range of products and
services, innovation, brand recognition and business reputation.

While our competitors vary by country in our Mergers and Acquisitions practice, we believe our primary
competitors in securing M&A advisory engagements are Citigroup, Credit Suisse, Deutsche Bank AG, Goldman,
Sachs & Co., JPMorgan Chase, Mediobanca, Morgan Stanley, Rothschild and UBS. In our Financial
Restructuring practice, our primary competitors are The Blackstone Group, Evercore Partners, Greenhill & Co.
and Rothschild.

We believe that our primary competitors in our Asset Management business include, in the case of LAM,
Alliance Bernstein, AMVESCAP, Brandes Investment Partners, Capital Management & Research, Fidelity, Lord
Abbett and Schroders and, in the case of LFG, Swiss private banks with offices in France as well as large
institutional banks and fund managers. We face competition in private equity both in the pursuit of outside
investors for our private equity funds and the acquisition of investments in attractive portfolio companies. We
compete with hundreds of other funds, many of which are subsidiaries of or otherwise affiliated with large
financial service providers.

Competition is also intense in each of our businesses for the attraction and retention of qualified employees,
and we compete on the level and nature of compensation and equity-based incentives for key employees. Our
ability to continue to compete effectively in our businesses will depend upon our ability to attract new employees
and retain and motivate our existing employees.

In recent years there has been substantial consolidation and convergence among companies in the financial
services industry. In particular, a number of large commercial banks, insurance companies and other broad-based
financial services firms have established or acquired broker-dealers or have merged with other financial
institutions. This trend was amplified in connection with the unprecedented disruption and volatility in the
financial markets during 2008, and, as a result, a number of financial services companies have merged, been
acquired or have fundamentally changed their respective business models, including, in certain cases, becoming
commercial banks. Many of these firms have the ability to offer a wider range of products than we offer,
including loans, deposit taking, insurance and brokerage services. Many of these firms also offer more extensive
asset management and investment banking services, which may enhance their competitive position. They also
have the ability to support investment banking and securities products with commercial banking, insurance and
other financial services revenue in an effort to gain market share, which could result in pricing pressure in our
businesses. This trend toward consolidation and convergence has significantly increased the capital base and
geographic reach of our competitors, and, in certain instances, has afforded them access to government funds.

Regulation

Our businesses, as well as the financial services industry generally, are subject to extensive regulation
throughout the world. As a matter of public policy, regulatory bodies are charged with safeguarding the integrity
of the securities and other financial markets and with protecting the interests of customers participating in those
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markets, not with protecting the interests of our stockholders or creditors. Many of our affiliates that participate
in securities markets are subject to comprehensive regulations that include some form of capital structure
regulations and other customer protection rules. In the U.S., certain of our subsidiaries are subject to such
regulations promulgated by the Securities and Exchange Commission (the “SEC”) or Financial Industry
Regulatory Authority (“FINRA”) (formerly the NASD). Standards, requirements and rules implemented
throughout the European Union are broadly comparable in scope and purpose to the regulatory capital and
customer protection requirements imposed under the SEC and FINRA rules. European Union directives also
permit local regulation in each jurisdiction, including those in which we operate, to be more restrictive than the
requirements of such European Union-wide directives. These sometimes burdensome local requirements can
result in certain competitive disadvantages to us.

In the U.S., the SEC is the federal agency responsible for the administration of the federal securities laws.
FINRA is a voluntary, self-regulatory body composed of members, such as our broker-dealer subsidiaries, that
have agreed to abide by FINRA’s rules and regulations. The SEC, FINRA and non-U.S. regulatory organizations
may examine the activities of, and may expel, fine and otherwise discipline us and our employees. The laws,
rules and regulations comprising this framework of regulation and the interpretation and enforcement of existing
laws, rules and regulations are constantly changing, particularly in light of the extraordinary disruption and
volatility in the global financial markets experienced in the last year. The effect of any such changes cannot be
predicted and may impact the manner of operation and profitability of our company.

Our principal U.S. broker-dealer subsidiary, Lazard Freres & Co. LLC (“LFNY”), through which we
conduct most of our U.S. Financial Advisory business, is currently registered as a broker-dealer with the SEC
and FINRA, and as a broker-dealer in all 50 U.S. states, the District of Columbia and Puerto Rico. As such,
LENY is subject to regulations governing effectively every aspect of the securities business, including the
effecting of securities transactions, minimum capital requirements, record-keeping and reporting procedures,
relationships with customers, experience and training requirements for certain employees, and business
procedures with firms that are not members of certain regulatory bodies. Lazard Asset Management Securities
LLC, a subsidiary of LAM, also is registered as a broker-dealer with the SEC and FINRA and in all 50 U.S.
states, the District of Columbia and Puerto Rico. Lazard Middle Market LLC, a subsidiary of GAHL, is
registered as a broker-dealer with the SEC and FINRA, and as a broker-dealer in various U.S. states and
territories. Certain U.K. subsidiaries of Lazard Group, including Lazard & Co., Limited, Lazard Fund Managers
Limited and Lazard Asset Management Limited, which we refer to in this Annual Report on Form 10-K (this
“Form 10-K”) as the “U.K. subsidiaries,” are regulated by the Financial Services Authority. We also have other
subsidiaries that are registered as broker-dealers (or have similar non-US registration in various jurisdictions).

Compagnie Financiere Lazard Fréres SAS (“CFLF”), our French subsidiary through which non-corporate
finance advisory activities are carried out in France, is subject to regulation by the Commission Bancaire and the
Comité des Etablissements de Crédit et des Entreprises d’Investissement for its banking activities conducted
through its subsidiary, LFB. In addition, the investment services activities of the Paris group, exercised through
LFB and other subsidiaries of CFLF, primarily LFG (asset management) and FPG (private equity), are subject to
regulation and supervision by the Autorité des Marchés Financiers. Our business is also subject to regulation by
non-U.S. governmental and regulatory bodies and self-regulatory authorities in other countries where we operate.

Our U.S. broker-dealer subsidiaries, including LFNY, are subject to the SEC’s uniform net capital rule, Rule
15¢3-1, and the net capital rules of FINRA, which may limit our ability to make withdrawals of capital from our
broker-dealer subsidiaries. The uniform net capital rule sets the minimum level of net capital a broker-dealer
must maintain and also requires that a portion of its assets be relatively liquid. FINRA may prohibit a member
firm from expanding its business or paying cash dividends if it would result in net capital falling below FINRA’s
requirements. In addition, our broker-dealer subsidiaries are subject to certain notification requirements related to
withdrawals of excess net capital. Our broker-dealer subsidiaries are also subject to regulations, including the
USA PATRIOT Act of 2001, which impose obligations regarding the prevention and detection of money-
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laundering activities, including the establishment of customer due diligence and other compliance policies and
procedures. Failure to comply with these requirements may result in monetary, regulatory and, in certain cases,
criminal penalties.

Certain of our Asset Management subsidiaries are registered as investment advisors with the SEC. As
registered investment advisors, each is subject to the requirements of the Investment Advisers Act and the SEC’s
regulations thereunder. Such requirements relate to, among other things, the relationship between an advisor and
its advisory clients, as well as general anti-fraud prohibitions. LAM serves as an advisor to several mutual funds
which are registered under the Investment Company Act. The Investment Company Act regulates, among other
things, the relationship between a mutual fund and its investment advisor (and other service providers) and
prohibits or severely restricts principal transactions between an advisor and its advisory clients, imposes record-
keeping and reporting requirements, disclosure requirements, limitations on trades where a single broker acts as
the agent for both the buyer and seller (known as “agency cross”), and limitations on affiliated transactions and
joint transactions. Lazard Asset Management Securities LLC, a subsidiary of LAM, serves as the underwriter or
distributor for mutual funds and hedge funds managed by LAM, and as an introducing broker to Lazard Capital
Markets LLC for unmanaged accounts of LAM’s private clients.

In addition, the Japanese Ministry of Finance and the Financial Supervisory Agency, the Korean Financial
Supervisory Commission, as well as Australian and German banking authorities, among others, regulate various
of our operating entities and also have capital standards and other requirements comparable to the rules of the
SEC.

Regulators are empowered to conduct administrative proceedings that can result in censure, fine, the
issuance of cease-and-desist orders or the suspension or expulsion or other disciplining of a broker-dealer or its
directors, officers or employees.

Effective April 1, 2008, Lazard Ltd became subject to supervision by the SEC as a Supervised Investment
Bank Holding Company (“SIBHC”). As a SIBHC, Lazard Ltd is subject to group-wide supervision, which
requires it to compute allowable capital and risk allowances on a consolidated basis. Reporting as a SIBHC
began in the second quarter of 2008. We believe that Lazard Ltd is the only institution currently subject to
supervision by the SEC as a SIBHC. We are currently in discussions with the SEC regarding the scope and
nature of Lazard Ltd’s reporting and other obligations under the SIBHC program.

Over the last year, global financial markets have experienced extraordinary disruption and volatility. As a
result of this situation, certain financial institutions around the world have failed and others have been forced to
seek acquisition partners. The U.S. and other governments have taken unprecedented steps to try to stabilize the
financial system, including investing in financial institutions. It is possible that the U.S. and other governments
may take further actions in response to this situation, including expanding current or enacting new standards,
requirements and rules that may be applicable to us and our subsidiaries. The effect of any such expanded or new
standards, requirements and rules is uncertain and could have adverse consequences to our business and results of
operations.

On October 3, 2008, the Emergency Economic Stabilization Act of 2008 was signed into law, pursuant to
which the U.S. Secretary of the Treasury established the Troubled Asset Relief Program (“TARP”) in order to
purchase certain troubled assets from qualifying financial institutions and to make capital investments in such
financial institutions. We have neither sought nor received, and have no current intention of seeking, any funds
pursuant to TARP, whether under the Capital Purchase Program, the Targeted Investment Program or otherwise.

Executive Officers of the Registrant

Set forth below are the name, age, present title, principal occupation and certain biographical information
for each of our executive officers as of February 23, 2009, all of whom have been appointed by, and serve at the
pleasure of, our board of directors.

13



Bruce Wasserstein, 61

Mr. Wasserstein has served as Chairman and Chief Executive Officer of Lazard Group and Lazard Ltd since
May 2005. Mr. Wasserstein has served as a director of Lazard Group since January 2002 and as a director of Lazard
Ltd since April 2005. Mr. Wasserstein served as the Head of Lazard and Chairman of the Executive Committee of
Lazard Group from January 2002 until May 2005. Prior to joining Lazard, Mr. Wasserstein was Executive
Chairman at Dresdner Kleinwort Wasserstein from January 2001 to November 2001. Prior to joining Dresdner
Kleinwort Wasserstein, he served as CEO of Wasserstein Perella Group Inc. (an investment banking firm he
co-founded) from February 1988 to January 2001, when Wasserstein Perella was sold to Dresdner Bank. Prior to
founding Wasserstein Perella Group Inc., Mr. Wasserstein was the Co-Head of Investment Banking at The First
Boston Corporation. Prior to joining First Boston, Mr. Wasserstein was an attorney at Cravath, Swaine & Moore
LLP. Mr. Wasserstein also currently serves as Chairman of Wasserstein & Co., LP, a private merchant bank, and is
a member of the board of directors of Harry & David Holdings, Inc.

Michael J. Castellano, 62

Mr. Castellano has served as Chief Financial Officer of Lazard Ltd since May 2005. Mr. Castellano has
served as a Managing Director and Chief Financial Officer of Lazard Group since August 2001. Prior to joining
Lazard, Mr. Castellano held various senior management positions at Merrill Lynch & Co. from August 1991 to
August 2001, including Senior Vice President—Chief Control Officer for Merrill Lynch’s capital markets
businesses, Chairman of Merrill Lynch International Bank and Senior Vice President —Corporate Controller.
Prior to joining Merrill Lynch & Co., Mr. Castellano was a partner with Deloitte & Touche where he served a
number of investment banking clients over the course of his 24 years with the firm.

Steven J. Golub, 63

Mr. Golub has served as Vice Chairman of Lazard Ltd and Chairman of the Financial Advisory Group of
Lazard Ltd since May 2005. Mr. Golub has served as Vice Chairman of Lazard Group since October 2004 and as
a Managing Director of Lazard Group since January 1986. Mr. Golub previously served as Chief Financial
Officer from July 1997 to August 2001. Mr. Golub also served as a Senior Vice President of Lazard from May
1984 to January 1986. Prior to joining Lazard, Mr. Golub was a Partner at Deloitte Haskins & Sells from July
1980 to May 1984. Prior to joining Deloitte Haskins & Sells, he served as the Deputy Chief Accountant in the
Chief Accountant’s Office of the Securities and Exchange Commission from January 1979 to June 1980.

Mr. Golub currently serves on the board of directors of Minerals Technologies Inc.

Scott D. Hoffman, 46

Mr. Hoffman has served as General Counsel of Lazard Ltd since May 2005. Mr. Hoffman has served as a
Managing Director of Lazard Group since January 1999 and General Counsel of Lazard Group since January
2001. Mr. Hoffman previously served as Vice President and Assistant General Counsel from February 1994 to
December 1997 and as a Director from January 1998 to December 1998. Prior to joining Lazard, Mr. Hoffman
was an attorney at Cravath, Swaine & Moore LLP.

Alexander F. Stern, 42

Mr. Stern was named Chief Operating Officer of Lazard Ltd and Lazard Group LLC in November 2008. He
has served as a Managing Director since January 2002 and as the Firm’s Global Head of Strategy since February
2006. Mr. Stern previously served as a Vice President in Lazard’s Financial Advisory business from January
1998 to December 2000 and as a Director from January 2001 to December 2001. Mr. Stern initially joined
Lazard in 1994 and previously held various positions with Patricof & Co. Ventures and IBM.

Charles G. Ward, I1I, 56

Mr. Ward has served as President of Lazard Ltd and Chairman of the Asset Management Group of Lazard
Ltd since May 2005. Mr. Ward has served as President and a Managing Director of Lazard Group since February
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2002. Prior to joining Lazard, he was variously the Head or Co-Head of Global Investment Banking and Private
Equity of Credit Suisse First Boston, or “CSFB,” from February 1994 to February 2002. Mr. Ward also served as
a member of the Executive Board of CSFB from February 1994 to February 2002 and as President of CSFB from
April 2000 to November 2000. Prior to joining CSFB, Mr. Ward co-founded Wasserstein Perella Group Inc. in
February 1988 and served as President of Wasserstein Perella & Co. from January 1990 to February 1994. Prior
to serving at Wasserstein Perella & Co., Mr. Ward was Co-Head of Mergers and Acquisitions and the Media
Group at The First Boston Corporation where he worked from July 1979 to February 1988. Mr. Ward currently
serves on the board of directors of Sapphire Industrials Corp.

Where You Can Find Additional Information

Lazard Ltd files current, annual and quarterly reports, proxy statements and other information required by
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), with the SEC. You may read and copy
any document the company files at the SEC’s public reference room located at 100 F Street, N.E., Washington,
D.C. 20549, U.S.A. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room.
The Company’s SEC filings are also available to the public from the SEC’s internet site at http://www.sec.gov.
Copies of these reports, proxy statements and other information can also be inspected at the offices of the New
York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005, U.S.A.

Our public internet site is http.//www.lazard.com. and the investor relations section of our public internet site is
located at http://www.lazard.com/InvestorRelations/SEC-Filings.aspx. We will make available free of charge, on or
through the investor relations section of our internet site, our annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, proxy statements and Forms 3, 4 and 5 filed on behalf of directors and
executive officers and any amendments to those reports filed or furnished pursuant to the Exchange Act as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the SEC. Also posted on our
website, and available in print upon request of any shareholder to the Investor Relations Department, are charters
for the Company’s Audit Committee, Compensation Committee and Nominating & Governance Committee. Copies
of these charters and our Corporate Governance Guidelines and Code of Business Conduct and Ethics governing
our directors, officers and employees are also posted on our website in the “Corporate Governance” section.

Item 1A. Risk Factors

You should carefully consider the following risks and all of the other information set forth in this
Form 10-K, including our consolidated financial statements and related notes. The risk factors set forth below
primarily relate to the business of Lazard Group. These risks also affect Lazard Ltd because Lazard Ltd has no
material assets as of December 31, 2008 other than indirect ownership of approximately 62.4% of the common
membership interests in Lazard Group and its controlling interest in Lazard Group. The following risks comprise
material risks of which we are aware. If any of the events or developments described below actually occurred,
our business, financial condition or results of operations would likely suffer.

Risks Relating to the Financial Services Industry and Financial Markets

The U.S. and global capital markets and the economy generally have experienced significant
deterioration and volatility recently, which has had negative repercussions on the global economy and, as a
result, could present new challenges for our business.

Commencing in 2007 and continuing through 2008, certain adverse financial developments have impacted
the U.S. and global capital markets. These developments include a general slowing of economic growth both in
the U.S. and globally, substantial volatility in equity securities markets, and volatility and tightening of liquidity
in credit markets. In addition, concerns over increasing unemployment levels, declining business and consumer
confidence, volatile energy costs, geopolitical issues and a declining real estate market in the U.S. and elsewhere
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have contributed to increased volatility and diminished expectations for the economy and the markets going
forward. In some cases, the global capital markets have produced downward pressure on stock prices and credit
capacity for certain issuers without regard to those issuers’ underlying financial strength. If current levels of
market disruption and volatility continue or worsen, there can be no assurance that we will not be adversely
affected, which may have a material impact on our business and results of operations.

Current disruption and volatility in global financial markets might continue and governments may
take further measures to intervene.

Over the last year, global financial markets have experienced extraordinary disruption and volatility. As a
result of this situation, certain financial institutions around the world have failed and others have been forced to
seek acquisition partners. The U.S. and other governments have taken unprecedented steps to try to stabilize the
financial system, including investing in financial institutions. The overall effects of these and other legislative
and regulatory initiatives on the financial markets is uncertain, and they may not have the intended stabilization
effects. Should these or other legislative or regulatory initiatives fail to stabilize and add liquidity to the financial
markets or have other adverse consequences, our business and results of operations could be adversely affected.

The soundness of other financial institutions could adversely affect us.

We have exposure to many different industries and counterparties, and we routinely execute transactions
with counterparties in the financial services industry, including brokers and dealers, commercial banks,
investment banks, mutual and hedge funds, and other institutional clients. Many of these transactions expose us
to credit risk in the event of default of our counterparty or client. In addition, our credit risk may be exacerbated
when the collateral held by us cannot be fully realized or is liquidated at prices not sufficient to recover the full
amount of the loan or derivative exposure due us.

Other Business Risks

Our ability to retain our managing directors and other key professional employees is critical to the
success of our business, including maintaining compensation levels at an appropriate level of costs, and
failure to do so may materially adversely affect our results of operations and financial position.

Our people are our most important resource. We must retain the services of our managing directors and
other key professional employees, and strategically recruit and hire new talented employees, to obtain and
successfully execute the advisory and asset management engagements that generate substantially all our revenue.

Lazard Group has experienced several significant events in recent years, including our transformation from
a private to a public company. In general, our industry continues to experience change and exerts competitive
pressures for retaining top talent, which makes it more difficult for us to retain professionals. If any of our
managing directors and other key professional employees were to join an existing competitor, form a competing
company or otherwise leave us, some of our clients could choose to use the services of that competitor or some
other competitor instead of our services. The employment arrangements, non-competition agreements and
retention agreements we have entered into with our managing directors and other key professional employees
may not prevent our managing directors and other key professional employees from resigning from practice or
competing against us. In addition, these arrangements and agreements have a limited duration and will expire
after a certain period of time. We continue to be subject to intense competition in the financial services industry
regarding the recruitment and retention of key professionals, and have experienced a few departures from and
added to our professional ranks as a result. We have a compensation policy that targets our ongoing employee
compensation and benefits expense in our traditional businesses, excluding special items, to not exceed 57.5% of
operating revenue. Although in prior years we have been able to achieve this target, this policy may change in the
future, including to adapt to changes in the economic environment, or a change that may be necessitated by lower
operating revenues or to fund a major expansion. For the year ended December 31, 2008, such employee
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compensation and benefits expenses (excluding the charge relating to the LAM Merger in the third quarter of
2008) was 55.6% of operating revenue, including amortization of the relevant portion of the restricted stock unit
grants under the Lazard Ltd 2005 Equity Incentive Plan and the Lazard Ltd 2008 Incentive Compensation Plan,
which starts at the date of grant.

Difficult market conditions can adversely affect our business in many ways, including by reducing the
volume of the transactions involving our Financial Advisory business and reducing the value or
performance of the assets we manage in our Asset Management business, which, in each case, could
materially reduce our revenue or income and adversely affect our financial position.

As a financial services firm, our businesses are materially affected by conditions in the global financial
markets and economic conditions throughout the world. The financial environment in the U.S. and globally has
been volatile during 2008 and challenging market conditions have persisted throughout most of the year.
Unfavorable economic and market conditions can adversely affect our financial performance in both the
Financial Advisory and Asset Management businesses, as demonstrated in fiscal year 2008.

For example, revenue generated by our Financial Advisory business is directly related to the volume and
value of the transactions in which we are involved. During periods of unfavorable market or economic
conditions, the volume and value of M&A transactions may decrease, thereby reducing the demand for our
Financial Advisory services and increasing price competition among financial services companies seeking such
engagements. Our results of operations would be adversely affected by any such reduction in the volume or value
of M&A transactions. In addition, our profitability would be adversely affected due to our fixed costs and the
possibility that we would be unable to scale back other costs within a timeframe sufficient to offset any decreases
in revenue relating to changes in market and economic conditions. The future market and economic climate may
deteriorate because of many factors, including possible increases in interest rates or inflation, terrorism or
political uncertainty.

Within our Financial Advisory business, we have typically seen that, during periods of economic strength
and growth, our Mergers and Acquisitions practice historically has been more active and our Financial
Restructuring practice has been less active. Conversely, during periods of economic weakness and slowdown, we
typically have seen that our Financial Restructuring practice has been more active and our Mergers and
Acquisitions practice has been less active. As a result, our revenue from our Financial Restructuring practice has
tended to correlate negatively to our revenue from our Mergers and Acquisitions practice over the course of
business cycles. These trends are cyclical in nature and subject to periodic reversal. However, these trends do not
cancel out the impact of economic conditions in our Financial Advisory business, which may be adversely
affected by a downturn in economic conditions leading to decreased Mergers and Acquisitions practice activity,
notwithstanding improvements in our Financial Restructuring practice. Moreover, revenue improvements in our
Mergers and Acquisitions practice in strong economic conditions could be offset in whole or in part by any
related revenue declines in our Financial Restructuring practice. While we generally have experienced a counter-
cyclical relationship between our Mergers and Acquisitions practice and our Financial Restructuring practice,
this relationship may not continue in the future.

Our Asset Management business also would be expected to generate lower revenue in a market or general
economic downturn. Under our Asset Management business’ arrangements, investment advisory fees we receive
typically are based on the market value of AUM. Accordingly, a decline in the prices of securities, such as that
which occurred on a global basis in 2008, would be expected to cause our revenue and income to decline by:

e causing the value of our AUM to decrease, which would result in lower investment advisory fees,

e causing negative absolute performance returns for some accounts which have performance-based
incentive fees, which would result in a reduction of revenue from such fees, or

e causing some of our clients to withdraw funds from our Asset Management business in favor of
investments they perceive as offering greater opportunity or lower risk, which also would result in lower
investment advisory fees.
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If our Asset Management revenue declines without a commensurate reduction in our expenses, our net
income will be reduced. In addition, in the event of a market downturn, our alternative investment and private
equity practice also may be impacted by reduced exit opportunities in which to realize the value of its
investments.

The significant declines in equity and other financial markets that occurred globally during 2008, as well as
the general economic downturn in the U.S. and globally, have adversely affected, and may continue to adversely
affect, our Financial Advisory and Asset Management businesses.

A majority of our revenue is derived from Financial Advisory fees, which are not long-term
contracted sources of revenue and are subject to intense competition, and declines in our Financial
Adyvisory engagements could have a material adverse effect on our financial condition and results of
operations.

We historically have earned a substantial portion of our revenue from advisory fees paid to us by our
Financial Advisory clients, which fees usually are payable upon the successful completion of a particular
transaction or restructuring. For example, for the year ended December 31, 2008, Financial Advisory services
accounted for approximately 66% of our consolidated net revenue. We expect that we will continue to rely on
Financial Advisory fees for a substantial portion of our revenue for the foreseeable future, and a decline in our
advisory engagements or the market for advisory services would adversely affect our business, financial
condition and results of operations.

In addition, we operate in a highly competitive environment where typically there are no long-term
contracted sources of revenue. Each revenue-generating engagement typically is separately awarded and
negotiated. Furthermore, many businesses do not routinely engage in transactions requiring our services and, as a
consequence, our fee paying engagements with many clients are not likely to be predictable. We also lose clients
each year as a result of the sale or merger of a client, a change in a client’s senior management, competition from
other financial advisors and financial institutions, and other causes. As a result, our engagements with clients are
constantly changing and our Financial Advisory fees could decline quickly due to the factors discussed above.

There will not be a consistent pattern in our financial results from period to period, which may make
it difficult for us to achieve steady earnings growth on a quarterly basis.

We experience significant fluctuations in quarterly revenue and profits. These fluctuations generally can be
attributed to the fact that we earn a significant portion of our Financial Advisory revenue upon the successful
completion of a merger or acquisition transaction or a restructuring, the timing of which is uncertain and is not
subject to our control. In addition, our Asset Management revenue is particularly sensitive to fluctuations in our
AUM. Asset Management fees are often based on AUM as of the end of a quarter or month. As a result, a
reduction in assets at the end of a quarter or month (as a result of market depreciation, withdrawals or otherwise)
will result in a decrease in management fees. Similarly, timing of flows, contributions and withdrawals are often
out of our control and may be inconsistent from quarter to quarter. As a result of quarterly fluctuations, it may be
difficult for us to achieve steady earnings growth on a quarterly basis.

In many cases, we are paid for advisory engagements only upon the successful consummation of the
underlying merger or acquisition transaction or restructuring. As a result, our Financial Advisory business is
highly dependent on market conditions and the decisions and actions of our clients, interested third parties and
governmental authorities. For example, a client could delay or terminate an acquisition transaction because of a
failure to agree upon final terms with the counterparty, failure to obtain necessary regulatory consents or board of
directors or stockholder approvals, failure to secure necessary financing, adverse market conditions or because
the target’s business is experiencing unexpected operating or financial problems. Anticipated bidders for assets
of a client during a restructuring transaction may not materialize or our client may not be able to restructure its
operations or indebtedness, for example, due to a failure to reach agreement with its principal creditors. In
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addition, a bankruptcy court may deny our right to collect a “success” or “completion” fee. In these
circumstances, other than in engagements where we receive monthly retainers, we often do not receive any
advisory fees other than the reimbursement of certain expenses despite the fact that we devote resources to these
transactions. Accordingly, the failure of one or more transactions to close either as anticipated or at all could
materially adversely affect our business, financial condition or results of operations. For more information, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

If the number of debt defaults, bankruptcies or other factors affecting demand for our Financial
Restructuring services declines, or we lose business to certain new entrants to the financial restructuring
advisory practice who are no longer precluded from offering such services due to changes to the U.S.
Bankruptcy Code, our Financial Restructuring practice’s revenue could suffer.

We provide various financial restructuring and restructuring-related advice to companies in financial
distress or to their creditors or other stakeholders. Historically, the fees from financial restructuring related
services have been a significant part of our Financial Advisory revenue. A number of factors could affect demand
for these advisory services, including general economic conditions, the availability and cost of debt and equity
financing and changes to laws, rules and regulations, including deregulation or privatization of particular
industries and those that protect creditors.

Section 327 of the U.S. Bankruptcy Code requires that “disinterested persons” be employed in a
restructuring. The definition of “disinterested persons” has been modified. As previously in effect, certain of our
competitors were disqualified from being employed in restructurings as a result of their status as an underwriter
of securities. This basis for disqualification, however, no longer applies. Historically, we were not often
disqualified from obtaining a role in a restructuring because we have not been a significant underwriter of
securities. The change of the “disinterested persons” definition allows for more financial services firms to
compete for restructuring engagements and make recruiting and retaining of professionals more difficult. If our
competitors succeed in being retained in new restructuring engagements, our Financial Restructuring practice,
and thereby our results of operations, could be materially adversely affected.

We could lose clients and suffer a decline in our Asset Management revenue and earnings if the
investments we choose in our Asset Management business perform poorly or if we lose key employees,
regardless of overall trends in the prices of securities.

Investment performance affects our AUM relating to existing clients and is one of the most important
factors in retaining clients and competing for new Asset Management business. Poor investment performance
could impair our revenue and growth because:

e existing clients might withdraw funds from our Asset Management business in favor of better
performing products, which would result in lower investment advisory fees,

e our incentive fees, which provide us with a set percentage of returns on some alternative investment and
private equity funds and other accounts, would decline,

e third-party financial intermediaries, advisors or consultants may rate our products poorly, which may
result in client withdrawals and reduced asset flows from these third parties or their clients, or

e firms with which we have strategic alliances may terminate such relationships with us, and future
strategic alliances may be unavailable.

If key employees were to leave our Asset Management business, whether to join a competitor or otherwise,
we may suffer a decline in revenue or earnings and suffer an adverse effect on our financial position. Loss of key
employees may occur due to perceived opportunity for promotion, increased compensation, work environment or
other individual reasons, some of which may be beyond our control.
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Our investment style in our Asset Management business may underperform other investment
approaches, which may result in significant client or asset departures, or a reduction in AUM.

Even when securities prices are rising generally, performance can be affected by investment style. Many of the
equity investment strategies in our Asset Management business share a common investment orientation towards
fundamental security selection. We believe this style tends to outperform the market in some market environments
and underperform it in others. In particular, a prolonged growth environment may cause certain investment
strategies to go out of favor with some clients, consultants or third-party intermediaries. In combination with poor
performance relative to peers, changes in personnel, extensive periods in particular market environments or other
difficulties, this may result in significant client or asset departures or a reduction in AUM.

Because our clients can remove the assets we manage on short notice, we may experience unexpected
declines in revenue and profitability.

Our investment advisory contracts are generally terminable upon very short notice. Institutional and
individual clients, and firms with which we have strategic alliances, can terminate their relationship with us,
reduce the aggregate amount of AUM or shift their funds to other types of accounts with different rate structures
for a number of reasons, including investment performance, changes in prevailing interest rates and financial
market performance. Poor performance relative to other investment management firms tends to result in
decreased investments in our investment products, increased redemptions of our investment products, and the
loss of institutional or individual accounts or strategic alliances. In addition, the ability to terminate relationships
may allow clients to renegotiate for lower fees paid for asset management services.

In addition, in the U.S., as required by the Investment Company Act, each of our investment advisory
contracts with the mutual funds we advise or subadvise automatically terminates upon its “assignment.” Each of
our other investment advisory contracts subject to the provisions of the Investment Advisers Act provide, as
required by the act, that the contract may not be “assigned” without the consent of the customer. A sale of a
sufficiently large block of shares of our voting securities or other transactions could be deemed an “assignment”
in certain circumstances. An assignment, actual or constructive, would trigger these termination provisions and
could adversely affect our ability to continue managing client accounts.

Access to clients through intermediaries is important to our Asset Management business, and
reductions in referrals from such intermediaries or poor reviews of our products or our organization by
such intermediaries could materially reduce our revenue and impair our ability to attract new clients.

Our ability to market our Asset Management services relies in part on receiving mandates from the client base of
national and regional securities firms, banks, insurance companies, defined contribution plan administrators,
investment consultants and other intermediaries. To an increasing extent, our Asset Management business uses
referrals from accountants, lawyers, financial planners and other professional advisors. The inability to have this access
could materially adversely affect our Asset Management business. In addition, many of these intermediaries review
and evaluate our products and our organization. Poor reviews or evaluations of either the particular product or of us
may result in client withdrawals or an inability to attract new assets through such intermediaries.

Our historical investment activities involve increased levels of investments in relatively high-risk,
illiquid assets, and we may lose some or all of the principal amount that we invest in these activities or fail
to realize any profits from these activities for a considerable period of time.

We intend to expand our participation in alternative investment activities through investments in new and
successor funds, and we may exercise our option under the business alliance agreement between Lazard Group
and LFCM Holdings to acquire the alternative investment business and related principal investments from LFCM
Holdings (see Note 10 of Notes to Consolidated Financial Statements for a description of the CP II MgmtCo
Spin-Off and related transactions, including the February, 2009 amendment to the business alliance agreement to
remove any restriction on the Company engaging in private equity businesses in North America).
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The revenue from this business is derived primarily from management fees calculated as a percentage of
AUM and incentive fees, which are earned if investments are profitable over a specified threshold. Our ability to
form new alternative investment funds is subject to a number of uncertainties, including past performance of our
funds, market or economic conditions, competition from other fund managers and the ability to negotiate terms
with major investors. In addition, the payments we are entitled to receive from LFCM Holdings under the terms
of the business alliance agreement in respect of our continued involvement with LFCM Holdings are based on
the carried interests received in connection with LFCM Holdings-managed funds.

In addition, we have made, and in the future may make, principal investments in public or private
companies or in alternative investments (including private equity funds and special purpose acquisition
companies) established by us or by LFCM Holdings and continue to hold principal investments directly or
through several funds managed by LFCM Holdings. Making principal investments is risky, and we may lose
some or all of the principal amount of our investments. Certain of these types of investments may be in relatively
high-risk, illiquid assets. Because it may take several years before attractive alternative investment opportunities
are identified, some or all of the capital committed by us to these funds is likely to be invested in government
securities, other short-term, highly rated debt securities and money market funds that traditionally have offered
investors relatively lower returns. In addition, these investments may be adjusted for accounting purposes to fair
value at the end of each quarter, and our allocable share of any such gains or losses will affect our revenue, even
though such fair value fluctuations may have no cash impact, which could increase the volatility of our earnings.
It takes a substantial period of time to identify attractive alternative investment opportunities, to raise all the
funds needed to make an investment and then to realize the cash value of an investment through resale. Even if
an alternative investment proves to be profitable, it may be several years or longer before any profits can be
realized in cash or other proceeds.

Our results of operations may be affected by market fluctuations related to positions held in our
investment portfolios.

We invest capital in corporate and non-U.S. government debt securities in conjunction with the commercial
banking activities of LFB and in equities in order to seed LAM equity and alternative investment funds, and for
general corporate purposes. Such investments are subject to market fluctuations due to changes in the market
prices of securities, interest rates or other market factors, such as liquidity. These investments are adjusted for
accounting purposes to fair market value at the end of each quarter regardless of our intended holding period and,
to the extent the related gains or losses are not reflected in “accumulated other comprehensive income (loss), net
of tax”, such gains or losses will affect our revenue and therefore may increase the volatility of our earnings,
even though such gains or losses may not be realized. Furthermore, any unrealized losses reflected in
“accumulated other comprehensive income (loss), net of tax” that are deemed other than temporary would be
reclassified into earnings.

We face strong competition from financial services firms, many of whom have the ability to offer
clients a wider range of products and services than we can offer, which could lead to pricing pressures that
could materially adversely affect our revenue and profitability.

The financial services industry is intensely competitive, and we expect it to remain so. We compete on the
basis of a number of factors, including the quality of our employees, transaction execution, our products and
services, innovation, reputation and price. We have experienced intense fee competition in some of our
businesses in recent years, and we believe that we may experience pricing pressures in these and other areas in
the future as some of our competitors seek to obtain increased market share by reducing fees.

We face increased competition due to a trend toward consolidation. There has been substantial consolidation
and convergence among companies in the financial services industry, as witnessed during 2008. In particular, a
number of large commercial banks, insurance companies and other broad-based financial services firms have
established or acquired broker-dealers or have merged with other financial institutions. This trend was amplified
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in connection with the unprecedented disruption and volatility in the financial markets during 2008, and, as a
result, a number of financial services companies have merged, been acquired or have fundamentally changed
their respective business models. Many of these firms have the ability to offer a wide range of products, from
loans, deposit-taking and insurance to brokerage, asset management and investment banking services, which may
enhance their competitive position. They also have the ability to support investment banking, including financial
advisory services, with commercial banking, insurance and other financial services in an effort to gain market
share, which could result in pricing pressure in our businesses.

An inability to access the debt and equity capital markets as a result of our debt obligations, credit
ratings or other factors could impair our liquidity, increase our borrowing costs or otherwise adversely
affect our competitive position or results of operations.

As of December 31, 2008, Lazard Group and its subsidiaries had approximately $1.3 billion in debt
outstanding. This debt has certain mandated payment obligations, which may constrain our ability to operate our
business. In addition, in the future we may need to incur debt or issue equity in order to fund our working capital
requirements or refinance existing indebtedness, as well as to make acquisitions and other investments. The
amount of our debt obligations may impair our ability to raise debt or issue equity for financing purposes. Our
access to funds also may be impaired if regulatory authorities take significant action against us, or if we discover
that any of our employees had engaged in serious unauthorized or illegal activity. In addition, our borrowing
costs and our access to the debt capital markets depend significantly on our credit ratings. These ratings are
assigned by rating agencies, which may reduce or withdraw their ratings or place us on “credit watch” with
negative implications at any time. Furthermore, the debt capital markets have experienced significant tightening
and volatility during 2008, which may make it difficult or expensive for us to renew existing credit facilities,
issue new debt or restructure our existing debt. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations.”

We may pursue acquisitions or joint ventures that could present unforeseen integration obstacles or
costs.

We routinely assess our strategic position and may in the future seek acquisitions or other transactions to
further enhance our competitive position. We have in the past pursued joint ventures and other transactions
aimed at expanding the geography and scope of our operations. During 2007, we acquired all of the outstanding
ownership interests of GAHL and CWC, we entered into a joint cooperation agreement with Raiffeisen and we
entered into a shareholders agreement to acquire a 50% interest in MBA, with this transaction closing on
January 31, 2008. During 2008, Lazard Group formed a strategic partnership with Apollo for private equity
investments in Europe. We expect to continue to explore acquisitions and partnership or strategic alliance
opportunities that we believe to be attractive.

Acquisitions and joint ventures involve a number of risks and present financial, managerial and operational
challenges, including potential disruption of our ongoing business and distraction of management, difficulty with
integrating personnel and financial and other systems, hiring additional management and other critical personnel
and increasing the scope, geographic diversity and complexity of our operations. Our clients may react
unfavorably to our acquisition and joint venture strategy, we may not realize any anticipated benefits from
acquisitions, we may be exposed to additional liabilities of any acquired business or joint venture, and we may
not be able to renew on similar terms (or at all) previously successful joint ventures or similar arrangements, any
of which could materially adversely affect our revenue and results of operations.

Employee misconduct could harm us by impairing our ability to attract and retain clients and
subjecting us to significant legal liability and reputational harm, and this type of misconduct is difficult to
detect and deter.

There have been a number of highly publicized cases involving fraud or other misconduct by employees in
the financial services industry generally, and we run the risk that employee misconduct could occur in our
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business as well. For example, misconduct by employees could involve the improper use or disclosure of
confidential information, which could result in regulatory sanctions and serious reputational or financial harm.
Our Financial Advisory business often requires that we deal with client confidences of great significance to our
clients, improper use of which may harm our clients or our relationships with our clients. Any breach of our
clients’ confidences as a result of employee misconduct may impair our ability to attract and retain Financial
Advisory clients and may subject us to liability. Similarly, in our Asset Management business, we have authority
over client assets, and we may, from time to time, have custody of such assets. In addition, we often have
discretion to trade client assets on the client’s behalf and must do so acting in the best interests of the client. As a
result, we are subject to a number of obligations and standards, and the violation of those obligations or standards
may adversely affect our clients and us. It is not always possible to deter employee misconduct, and the
precautions we take to detect and prevent this activity may not be effective in all cases.

The financial services industry faces substantial litigation and regulatory risks, and we may face
damage to our professional reputation and legal liability if our services are not regarded as satisfactory or
for other reasons.

As a financial services firm, we depend to a large extent on our relationships with our clients and our
reputation for integrity and high-caliber professional services to attract and retain clients. As a result, if a client is
not satisfied with our services, such dissatisfaction may be more damaging to our business than to other types of
businesses. Moreover, our role as advisor to our clients on important M&A or restructuring transactions involves
complex analysis and the exercise of professional judgment, including, if appropriate, rendering “fairness
opinions” in connection with mergers and other transactions.

In recent years, the volume of claims and amount of damages claimed in litigation and regulatory
proceedings against financial advisors has been increasing. These risks have increased as a result of the extreme
turmoil and volatility that the global financial markets generally, and financial institutions in particular, have
experienced over the last year. Our Financial Advisory activities may subject us to the risk of significant legal
actions by our clients and third parties, including our clients’ stockholders, under securities or other laws for
allegations relating to materially false or misleading statements made in connection with securities and other
transactions and potential liability for the fairness opinions and other advice provided to participants in corporate
transactions. In our Asset Management business, we make investment decisions on behalf of our clients which
could result in substantial losses. This also may subject us to the risk of legal actions alleging negligence,
misconduct, breach of fiduciary duty or breach of contract. These risks often may be difficult to assess or
quantify and their existence and magnitude often remain unknown for substantial periods of time. Our
engagements typically include broad indemnities from our clients and provisions designed to limit our exposure
to legal claims relating to our services, but these provisions may not protect us or may not be adhered to in all
cases. We also are subject to claims arising from disputes with employees for alleged discrimination or
harassment, among other things. These risks often may be difficult to assess or quantify, and their existence and
magnitude often remain unknown for substantial periods of time. As a result, we may incur significant legal
expenses in defending against litigation. Substantial legal liability or significant regulatory action against us
could materially adversely affect our business, financial condition or results of operations or cause significant
reputational harm to us, which could seriously harm our business.

Other operational risks may disrupt our businesses, result in regulatory action against us or limit our
growth.

Our business is dependent on communications and information systems, including those of our vendors.
Any failure or interruption of these systems, whether caused by fire, other natural disaster, power or
telecommunications failure, act of terrorism or war or otherwise, could materially adversely affect our operating
results. Although back-up systems are in place, our back-up procedures and capabilities in the event of a failure
or interruption may not be adequate.
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Particularly in our Asset Management business, we rely heavily on our financial, accounting, trading,
compliance and other data processing systems, and those of our vendors or service providers. We expect that we
will need to review whether to continue to upgrade and expand the capabilities of these systems in the future to
avoid disruption of, or constraints on, our operations. However, if any of these systems do not operate properly or
are disabled, we could suffer financial loss, a disruption of our businesses, liability to clients, regulatory
intervention or reputational damage. The inability of our systems (or those of our vendors or service providers) to
accommodate an increasing volume of transactions also could constrain our ability to expand our businesses.

Extensive regulation of our businesses limits our activities and results in ongoing exposure to the
potential for significant penalties, including fines or limitations on our ability to conduct our businesses.

The financial services industry is subject to extensive regulation. We are subject to regulation by
governmental and self-regulatory organizations in the jurisdictions in which we operate around the world. Many
of these regulators, including U.S. and non-U.S. government agencies and self-regulatory organizations, as well
as state securities commissions in the U.S., are empowered to conduct administrative proceedings that can result
in censure, fine, the issuance of cease-and-desist orders or the suspension or expulsion of a broker-dealer from
registration or memberships. The requirements imposed by our regulators are designed to ensure the integrity of
the financial markets and to protect customers and other third parties who deal with us and are not designed to
protect our stockholders. Consequently, these regulations often serve to limit our activities, including through net
capital, customer protection and market conduct requirements.

We face the risk of significant intervention by regulatory authorities, including extended investigation and
surveillance activity, adoption of costly or restrictive new regulations and judicial or administrative proceedings
that may result in substantial penalties. Among other things, we could be fined or be prohibited from engaging in
some of our business activities. In addition, the regulatory environment in which we operate is subject to
modifications and further regulation. New laws or regulations or changes in the enforcement of existing laws or
regulations applicable to us and our clients also may adversely affect our business, and our ability to function in
this environment will depend on our ability to constantly monitor and react to these changes.

Over the last year, global financial markets have experienced extraordinary disruption and volatility. As a
result of this situation, certain financial institutions around the world have failed and others have been forced to
seek acquisition partners. It is possible that the U.S. and other governments may take further actions in response
to this situation, including expanding current or enacting new standards, requirements and rules that may be
applicable to us and our subsidiaries. The effect of any such expanded or new standards, requirements and rules
is uncertain and could have adverse consequences to our business and results of operations. For example, on
February 4, 2009, the U.S. Department of the Treasury issued a press release announcing guidelines which
impose expanded obligations and restrictions related to executive compensation on financial institutions that
receive certain financial assistance from the U.S. government. Similarly, the American Recovery and
Reinvestment Act, enacted on February 17, 2009, contains restrictions on executive compensation for companies
receiving such financial assistance. While we have not received, and have no current intention of seeking, such
financial assistance, the February 4, 2009 press release also notes certain long-term company-wide compensation
related reform concepts that, if enacted, may become applicable to us in the future.

The regulatory environment in which our clients operate may impact our business. For example, changes in
antitrust laws or the enforcement of antitrust laws could affect the level of M&A activity and changes in state
laws may limit investment activities of state pension plans.

For asset management businesses in general, there have been a number of highly publicized cases involving
fraud or other misconduct by employees of asset management firms, as well as industry-wide regulatory
inquiries. These cases and inquiries have resulted in increased scrutiny in the industry and may result in new
rules and regulations for mutual funds, hedge funds and their investment managers. This regulatory scrutiny and
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these rulemaking initiatives may result in an increase in operational and compliance costs or the assessment of
significant fines or penalties against our Asset Management business, and may otherwise limit our ability to
engage in certain activities.

Financial services firms are subject to numerous conflicts of interests or perceived conflicts. We have
adopted various policies, controls and procedures to address or limit actual or perceived conflicts and regularly
seek to review and update our policies, controls and procedures. However, these policies and procedures may
result in increased costs, additional operational personnel and increased regulatory risk. Failure to adhere to these
policies and procedures may result in regulatory sanctions or client litigation.

Specific regulatory changes also may have a direct impact on the revenue of our Asset Management
business. In addition to regulatory scrutiny and potential fines and sanctions, regulators continue to examine
different aspects of the asset management industry. For example, the use of “soft dollars,” where a portion of
commissions paid to broker-dealers in connection with the execution of trades also pays for research and other
services provided to advisors, continues to be examined and may in the future be limited or modified. Although a
substantial portion of the research relied on by our Asset Management business in the investment decision-
making process is generated internally by our investment analysts, external research, including external research
paid for with soft dollars, is important to the process. This external research generally is used for information
gathering or verification purposes, and includes broker-provided research, as well as third-party provided
databases and research services. For the year ended December 31, 2008, our Asset Management business
obtained research and other services through soft dollar arrangements, the total cost of which we estimate to be
approximately $21 million. If the use of soft dollars is limited, we may have to bear some of these costs. In
addition, new regulations regarding the management of hedge funds and the use of certain investment products
may impact our Asset Management business and result in increased costs. For example, many regulators around
the world recently adopted restrictions or prohibitions on the short selling of certain securities and requirements
to report short positions and transactions. These regulatory changes and other proposed or potential changes may
result in a reduction of revenue associated with our Asset Management business.

See “Business—Regulation” for a further discussion of the regulatory environment in which we conduct our
businesses.

Fluctuations in foreign currency exchange rates could reduce our stockholders’ equity and net income
or negatively impact the portfolios of our Asset Management clients and may affect the levels of our AUM.

We are exposed to fluctuations in foreign currencies. Our financial statements are denominated in U.S.
dollars and, for the year ended December 31, 2008, we received approximately 49% of our consolidated net
revenue in other currencies, predominantly in euros and British pounds. In addition, we pay a significant amount
of our expenses in such other currencies. The exchange rates of these currencies versus the U.S. dollar affects the
carrying value of our assets and liabilities as well as our net income. We do not generally hedge such foreign
currency exchange rate exposure arising in our subsidiaries outside of the U.S. Fluctuations in foreign currency
exchange rates may also make period to period comparisons of our results of operations difficult.

Foreign currency fluctuations also can impact the portfolios of our Asset Management clients. Client
portfolios are invested in securities across the globe, although most portfolios are in a single base currency.
Foreign currency fluctuations can adversely impact investment performance for a client’s portfolio. In addition,
foreign currency fluctuations may affect the levels of our AUM. As our AUM include significant assets that are
denominated in currencies other than U.S. dollars, an increase in the value of the U.S. dollar relative to non-U.S.
currencies may result in a decrease in the dollar value of our AUM, which, in turn, would result in lower U.S.
dollar denominated revenue in our Asset Management business. While this risk may be limited by foreign
currency hedging, some risks cannot be hedged and our hedging activity may not be successful. Poor
performance may result in decreased AUM, including as a result of withdrawal of client assets or a decrease in
new assets being raised in the relevant product.
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See Note 16 of Notes to Consolidated Financial Statements for additional information regarding the impact
on stockholders’ equity from currency translation adjustments.

Our only material asset is our indirect interest in Lazard Group, and, accordingly, we are dependent
upon distributions from Lazard Group to pay dividends and taxes and other expenses.

Lazard Ltd is a holding company and, as of December 31, 2008, had no material assets other than the
indirect ownership of approximately 62.4% of the common membership interests in Lazard Group and indirect
control of both of the managing members of Lazard Group. Lazard Ltd controls Lazard Group through this
managing member position. We have no independent means of generating significant revenue. Our wholly-
owned subsidiaries incur income taxes on their proportionate share of any net taxable income of Lazard Group in
their respective tax jurisdictions. We intend to continue to cause Lazard Group to make distributions to its
members, including our wholly-owned subsidiaries, in an amount sufficient to cover all applicable taxes payable
by us and dividends, if any, declared by us. To the extent that our subsidiaries need funds to pay taxes on their
share of Lazard Group’s net taxable income, or if Lazard Ltd needs funds for any other purpose, and Lazard
Group is restricted from making such distributions under applicable law or regulation, or is otherwise unable to
provide such funds, it could materially adversely affect our business, financial condition or results of operations.

Earnings of Lazard Group allocable to LAZ-MD Holdings are taxed at higher tax rates than earnings
allocable to Lazard Ltd, which results in less cash being available to Lazard Group than would otherwise
be available to it