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Our Grow and Protect Investment Philosophy

We utilize in-depth fundamental, technical and macro analysis for long-term
capital appreciation and risk control.
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Technical

Analysis

Technical Analysis

Resilient price action and improving internals have strengthened several of the
technical metrics we monitor and helped the market reach pre-Covid levels.
Given macro uncertainty, volatility should remain elevated near-term.



Technical

Analysis

Back to Pre-Covid Levels
The S&P 500 has climbed back to Pre-Covid levels. Small-cap stocks have further to go.
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Overlapping this recovery against prior cycles highlights the fastest recovery on record.

1987 Crash & Recovery vs 2020

1987 Recovery: 21 Months

2020 Recovery: 5 Months

1987 1988 1989 1990 1991

Source: Bloomberg, S&P. Data as of 08/14/2020.



Technical Investor Sentiment Remains Subdued

Analysis

Investors remain unimpressed by the recovery as positioning is defensive.
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Source: Strategas, Bloomberg. Data as of 08/10/2020.



Fundamental

Analysis

Fundamental Analysis

While visibility remains poor, corporate fundamentals are improving. We
continue to expect a sharp recovery in profits as the year progresses.



Companies topped earnings expectations by 22% last quarter, the largest earnings
surprise on record.
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Fundamental
Analysis

Sector Changes Over Time

The top six stocks in the S&P 500 are worth $7 trillion, more than the financial,
industrial, material and energy sectors combined.

Market Cap of Energy, Financials, Industrials & Materials vs the FAANMG Stocks
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Fundamental

Analysis

A Thinning Market

The number of publicly traded stocks is now less than 3,000 (the lowest since 1984).
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Macro

Analysis

Macroeconomic Analysis

Economic datapoints have improved but remain depressed. The historic
monetary and fiscal response to the pandemic has helped cushion the blow.

11



Macro

Analysis

We Still Expect A “U-Shaped” Economic Recovery

After the worst quarterly decline in history, GDP growth is gradually improving.
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Macro

Analysis

Have Interest Rates Found A Floor?

After sinking to record lows, there are some signs of life in interest rates.
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Macro

Analysis

Watching Currencies For Clues on Positioning

Dollar weakness has benefitted internationally-exposed pockets of the markets recently.
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Current Market Overview - August 18, 2020

» Many of the technical, fundamental and macro metrics we
monitor are showing steady improvement. There is plenty of
uncertainty associated with the trajectory of the economic

recovery (and pandemic), and that should keep volatility elevated.

» While we believe we have turned the corner, our base case
assumes a “u-shaped” recovery. Aggressive monetary and fiscal
policy responses have helped cushion the economic fallout, but
they won't last forever.

» Despite the strong move off the lows, investor sentiment
remains depressed. Economic and political uncertainty increase
the odds of consolidations, but pullbacks should be shallow given
the under-invested backdrop. Given our base case, pullbacks
present opportunities to deploy capital for the long-term.
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Baker Avenue

WEALTH MANAGEMENT

This webinar has concluded.

For any further questions, please contact your advisor
directly or call (415) 986-1110.

Thank you for your time.

The charts and graphs in this presentation do not reflect past or current recommendations made by Baker Avenue Asset
Management LP. It is designed for educational purposes only and should not be used to predict security prices or market levels.
Any suggestion of cause and effect or of the predictability of economic or investment cycles is unintentional. Past performance
is never a guarantee of future performance and the charts and graphs in this presentation are not meant to predict future
performance. Investors should not base any investment decisions solely on the information provided by them. Current and
prospective Baker Avenue Asset Management LP clients should not base investment decisions solely on index performance as
no client or investor has achieved the results portrayed here. The indices are unmanaged, cannot be invested in directly and are
never comprised of a cash allocation. Baker Avenue Asset Management LP may or may not trade in securities that are
represented in these indices. Any reference to specific stocks or companies traded on a public exchange are not considered
recommendations and should not be interpreted as such. BakerAvenue may currently own or have previously owned the
specific stock or company referenced, and a list of our past holdings can be found at the SEC website here. No representation is
made that the performance or volatility of any Baker Avenue strategies will track or otherwise reflect a particular index. We
have the ability to move to cash at times when the risk is not appropriate. Therefore, there is a potential for significant
dispersion between the performance of our strategies and the indices as the indices are unmanaged and cannot move to 100%
cash as we may do for our clients. Baker Avenue Asset Management LP is an independent registered investment adviser.



https://www.sec.gov/cgi-bin/browse-edgar?company=baker+avenue&owner=exclude&action=getcompany

