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Our Grow and Protect Investment Approach
We utilize in-depth fundamental, technical and macro analysis for long-term 

capital appreciation and risk control.



Technical Analysis
Technical metrics continue to heal.  However, given the macro uncertainty, 

we do expect volatility to remain elevated.  



Keeping an Eye on Key Price Levels
The market has bounced into a zone that has seen a lot of volume over the past year.

Source: Bloomberg, MKM. Data as of 05/03/2020.
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Some Improvement in Market Internals
The improvement in market breadth is an encouraging sign.

Source: Bloomberg, Stategas. Data as of 05/03/2020.



Source: Bloomberg, MKM, S&P.  Data as of 05/04/2020.

Investors Have Focused on Laggards Recently
April month-end buying was focused on the worst-performing stocks.



Fundamental Analysis
Earnings season is confirming a challenging environment as companies 

recalibrate their outlooks towards a slower growth backdrop.  While near-
term visibility remains poor, we expect a sharp recovery later in the year.



Sector Returns Since the March Lows
Cyclical sectors have outperformed defensive sectors since the market bottomed.

Source: Bloomberg, CS.  Data as of 05/04/2020.



Checking in on the Credit Markets
The credit backdrop has improved, but spreads vs. Treasuries are still elevated.

Source: Bloomberg, CS. Data as of 05/04/2020.



IPO and M&A Activity Has Slowed
Activity slows in recessions but accelerates coming out.

Source: Bloomberg, Goldman Sachs, CS.  Data as of 05/04/2020.



Macroeconomic Analysis
Virus-related shutdowns will significantly impact the near-term economic 
backdrop, but significant monetary and fiscal responses will help cushion 

the blow.  The re-opening of the world economy needs to be closely 
monitored.



The Unemployment Rate Could Reach Depression Era Levels
Aggressive policy intervention will help cushion the economic impact.  

Source: Bloomberg, Goldman Sachs, Fed.  Data as of 05/04/2020.
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The Stock Market is a Discounting Mechanism
The economic outlook matters more than the current level of GDP. 

Source: Bloomberg, S&P, NBER. Data as of 05/04/2020.
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The Road Back
As of today (5/5), there will be 32 US states with either no active stay-at-home 

order or limited re-opening underway. 

Source: Bloomberg, Kaiser FF, NYT, Jefferies. Data as of 05/04/2020.
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As the market consolidates, the short-term technical 
metrics we monitor are improving.  We expect a “u-shaped” 
economic recovery, and believe uncertainty associated with 
the timing of that recovery will keep market volatility 
elevated.

Earnings and economic data will be weak near-term.  The 
market will look through the weakness if confidence in the 
recovery continues.  Aggressive monetary and fiscal policy 
responses are helping to lower the odds of the worst 
outcomes materializing.  

As improving virus datapoints collide with the realities of a 
challenging economic and earnings backdrop, we believe  
there will be opportunities for long-term investors to 
reengage.
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https://www.sec.gov/cgi-bin/browse-edgar?company=baker+avenue&owner=exclude&action=getcompany

