
Lazard Japan Alternative Investment Series

What is the Lazard Japan Alternative  
Investment Series?
Lazard’s platform of long/short Japanese equity strategies consists of three absolute 
return-focused strategies that target varying levels of volatility—Lazard Japan Carina, 
Lazard Japan Vela, and Lazard Japan Focus. Each combines fundamental research, 
bottom-up stock picking, and quantitative risk management, and provides investors with 
differentiated exposure with low correlations to the Japanese equity market.

Why Japan?
We believe:
•	 Japan is the third largest market (by market cap) and second deepest (by number of 

stocks)

•	 The Japanese banking system is currently the healthiest in the world and is in an 
expansionary phase of its credit cycle

•	 Nearly 80% of Japanese stocks trade below book value

•	 Fundamental research can exploit market inefficiencies, while quantitative tools can 
help manage risk

Key Benefits to Investing
•	 Focus on seeking stable performance, with lower volatility than the market (TOPIX)

•	 Low correlations to Japanese, global and hedge fund markets 

•	 Local insight through experienced management team based in Japan

Suite of Targeted Volatility Ranges 
The three absolute return focused strategies target varying levels of volatility

Unique Solution
The long/short strategies can 
be used in conjunction with 
Lazard’s long-only Japanese 
Equity strategies to provide 
a unique and dynamic solu-
tion to gaining exposure to 
Japanese markets. 

Strategy Inception
Carina: November 2005 
Vela: November 2005 
Focus: February 2006

Typical Range of Holdings
Carina	 40–50 long, 40–50 short 
Vela	 40–50 long, 40–50 short 
Focus	 10–20 long, 20+short

Ranges shown above are subject to change.
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Lazard Japan Carina
•	 Best long and short ideas within a  

market-neutral and sector-neutral,  
relative value format

•	 Seeks low volatility (5%), with a net 
beta close to zero

•	 Portfolio diversifier with low correla-
tion to global markets

Lazard Japan Vela
•	 “Double alpha” strategy seeks to 

generate returns from long and short 
investments

•	 Historically zero to negative correlation 
to the TOPIX Index

•	 Portfolio diversifier with low correla-
tion to global markets

Lazard Japan Focus
•	 Best long and short ideas 

•	 Seeks lower volatility than the  
TOPIX Index 

•	 Portfolio diversifier with low correla-
tion to global markets

Portfolio Highlights

The investment universe is roughly the 
top 800-1,000 stocks in the TOPIX Index 
by market capitalization. The invest-
ment team will generally constrain the 
investment universe to approximately $1 
million or greater daily average trading 
volume in the long exposure and roughly 
$2 million or greater in the short expo-
sure. The resulting universe from which 
the team will tend to invest short in secu-
rities is approximately the largest 400-500 
Japanese stocks in the TOPIX Index by 
market capitalization. For Japan Focus, 
the investment universe is any listed 
Japanese equity on the long side, and the 
top 500 stocks on the short side. 

The long exposure will generally be 
populated with companies that the team 
believes are under-valued relative to 
future earnings prospects or to the com-
pany’s or sector’s business cycle, with 
improving earnings and fundamentals 
and an identifiable catalyst for positive 
change. 

The short exposure will generally be 
populated with companies that the team 
believes to be over-valued relative to 
future earnings prospects and that have 
declining earnings and fundamentals 
with an identified downward catalyst. 
Depending on market circumstances, 
shorts can also be used as a market hedge 
as opposed to a bottom-up investment 
idea intended for alpha generation. 

Investment Process
Quantitative and Qualitative 
Screening 
Incorporates proprietary fundamental 
screening tools used to identify value and 
liquidity in addition to the investment 
professionals’ general knowledge of spe-
cific companies and industries. 

Fundamental Analysis
Seeks to determine sustainability of 
returns, discover hidden value, identify a 
catalyst for price revaluation and forecast 
future earnings through evaluation of 
company management, product lines, and 
reported financials.

Accounting Validation
Seeks to determine the true financial 
value behind the reported accounting 
numbers. Japanese accounting con-
ventions and verification of financial 
statistics are applied to valuation metric 
assessments.

Portfolio Construction 
Top conviction ideas migrate to the pool 
of “Best Ideas” and are based on the 
expected risk adjusted returns and fun-
damental characteristics. Ideas are then 
directed to the appropriate strategy. The 
weight of a position is a function of both 
conviction and liquidity.

Investment Universe



Carina Investment Process

The Lazard Carina strategy employs a fundamental, bottom-up stock selection approach in a sector-neutral and market-neutral format 
while incorporating top-down views on macroeconomic factors, thematic ideas and industry/sector analyses. Capital is typically divided 
into 10 equally weighted broad economic buckets that are defined by the team, as illustrated in the chart below. We believe this allows 
increased exposure to high conviction positions and better management of beta. Economic buckets may change as determined by  
the team.

Vela & Focus Investment Process
Vela is a directional strategy that seeks to generate double alpha absolute return ideas, both long and short. Focus is a concentrated  
strategy that identifies the best long and/or short ideas. Top conviction ideas are evaluated and then directed to the appropriate strategy.

Lazard’s investment process is presented in sequential steps. In practice, the process is neither static nor sequential, but ongoing.
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Carina Vela Focus

TOPIX Index -0.13 -0.45 -0.51

HFRX Japan Index 0.11 -0.2 -0.25

S&P 500 Index -0.19 -0.37 -0.5

MSCI World Index -0.16 -0.37 -0.51

MSCI Europe Index -0.22 -0.44 -0.59

Correlation 
(1 February 2006 – 30 June 2011)

Each strategy has shown attractive diversification benefits through low/negative correlation with most major investment markets,  
including Japan, U.S., Europe and the world as a whole.

Data shown above is based on fund performance representative of the strategies.
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Important Information

Originally published on December 8, 2010. Revised and republished on September 15, 2011. 
An investment in any alternative investment is speculative, involves a high degree of risk, and may lose value. Privately offered investment vehicles are unregistered 
private investment strategies or pools that invest and trade in many different markets, strategies, and instruments. Such strategies generally are not subject to regulatory 
restrictions or oversight. Opportunities for redemptions and transferability of interests in these strategies are restricted. The fees imposed, including management and 
incentive fees/allocations and expenses, may offset trading profits. Investors should not invest in any strategy unless they are prepared to lose all or a substantial portion 
of their investment.
The performance of the strategy is largely dependent on the talents and efforts of certain individuals. There can be no assurance that Lazard Asset Management LLC 
(“LAM”) investment professionals will continue to be associated with LAM and the failure to retain such investment professionals could have an adverse effect on the 
strategy.
The strategy may leverage its investment positions by borrowing funds from securities broker-dealers, banks or others. From time to time, the strategy may borrow sig-
nificant amounts to take advantage of perceived opportunities, such as short-term price disparities between markets or related securities. Such leverage increases both 
the possibilities for profit and the risk of loss. 
The strategy may take short sale positions. Short selling can, in some circumstances, substantially increase the impact of adverse price movements on the strategy’s port-
folio. A short sale creates the risk of a theoretically unlimited loss, in that the price of the underlying security could theoretically increase without limit, thus increasing 
the cost to the strategy of buying securities to cover the short position.
The strategy is subject to a number of actual and potential conflicts of interest involving LAM and its affiliates. LAM and its affiliates provide investment management 
services to other investors whose investment objectives may be similar to, or different from, the investment objective of the strategy. The directors, members, officers 
and employees of the strategy, LAM and its affiliates may buy and sell securities for their own account or for the account of others. The investment manager may receive 
an incentive allocation and such a compensation arrangement may create an incentive to make investments that are riskier or more speculative than would be the case if 
such an arrangement were not in effect. 
The strategy invests in securities of non-U.S. companies which trade on non-U.S. exchanges. These investments are denominated or traded in currencies other than 
U.S. dollars involve certain considerations not typically associated with investments in U.S. issuers or securities denominated or traded in U.S. dollars. There may be less 
publicly available information about issuers in non-U.S. countries that may not be subject to uniform accounting, auditing and financial reporting standards and other 
disclosure requirements comparable to those applicable to U.S. issuers. 
Investments in Japan are subject to certain risks, such as the risks associated with the economy of Japan generally. A portfolio of securities concentrated in one country or 
geographic region may be subject to greater volatility than a more diversified portfolio. 
Certain information included herein is derived by Lazard in part from an MSCI index or indices (the “Index Data”). However, MSCI has not reviewed this product or 
report, and does not endorse or express any opinion regarding this product or report or any analysis or other information contained herein or the author or source of any 
such information or analysis. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any Index Data or 
data derived therefrom. The MSCI Index Data may not be further redistributed or used as a basis for other indices or any securities or financial products. 
The information and opinions presented does not constitute investment advice and has been obtained or derived from sources believed by Lazard to be reliable. Lazard 
makes no representation as to their accuracy or completeness. All opinions and estimates expressed herein are as of the published date unless otherwise specified, and 
are subject to change. 
© 2011 Lazard Asset Management LLC

Lazard Japan Alternative Investment Team
Lazard’s Japan Alternative Investment team is composed of experienced professionals primarily based in Japan, who are able to provide 
local market insight and seek to generate alpha in both rising and falling markets through stock picking.
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