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Fundamental analysis becomes a starting point for the majority of long-term investors when entering a stock market. The analysis of business essence, corporate governance, and financial health of an enterprise is a key to sustainable market outperformance. However, as it was found out earlier by the authors of the present research, fundamental analysis cannot be always applied to the winning stock selection, if one considers Baltic equity market in the period from 2000 to 2008. The authors decided to apply the methodology of the previous research (to test ROE, Equity ratio, Valuation ratios, liquidity) to the period, when financial crisis occurred, as well as to the recovery period after the crisis. 

The aim of the research was to find out whether selecting better companies according to the fundamental analysis for stock portfolio increases performance alpha. The study is done on the basis of the fundamental and trading data of the companies that were components of the main Baltic equity market benchmark – OMX BBGI, making 36 companies a corpus of the research. The period examined in the course of the study was January 2000 – June 2010. The data used in the research was originated from corporate annual reports and from OMX homepage. Method use in the course of the research is mainly statistical analysis: correlation analysis, quartile analysis and indexation.

 The findings of an empirical study proved the results of the previous study that during the total market sell-off investors basically did not consider fundamental strengths of the enterprises. However, the situation changed in the recovery stage (FY 2009-2010): companies with better financial figures outperformed overall market and those companies, which had worse than average financials. It should be noted, that investors favour more companies with stronger balance sheet, which can be explained by the stability these companies are able to offer during tough economic environment.  

One of the main conclusions the authors drew, is that in the post crisis period fundamental analysis created value for investors, who invested in the Baltic equity market. It would be good to continue research for longer time period, when data are available, to watch stock behaviour also after crisis ends in real economy in order to make robust conclusions. 

