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Small Cap Equities

Small Cap vs Large Cap

(S&P Small Cap 600 vs S&P 500)
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Small cap stocks continue to outperform their large cap
counterparts. Trade tariffs and Tech regulations have a
bigger impact on global companies.



Impact of Tax Reform

2018 Earnings Growth: Including Tax Impacts 2018 Earnings Growth: Underlying Trends before Tax Impacts
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The financial sector is one of the largest beneficiaries of
tax reform. Earnings growth for S&P as a whole is
expected increase to 19.4% from 12.4%.



TED Spread

3m TED Spread
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The difference between 3m T-Bills and 3m LIBOR
continues to widen. Lack of demand for short-term USD

credit has caused LIBOR to widen.



Impact of China Tariffs

Chart 1: China’s Share of US Imports (2017, %)
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China accounts for up to 45% of imports in certain
sectors. Tariffs are a big deal.



FX Highs & Lows

# Japanese Yen Spot HMQ_S [ #' Hong Kong Dollar Spot MAvgs (]
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JPY is strengthening (new 6m high) while the HKD
is weakening (new 6m low).




US Investment Grade Credit ﬁ‘

Barclays US IG OAS
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IG credit spreads are leaking wider.



FANG Valuations

Fig. 1: Valuations of FANG-type stocks reaching extremes
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FANG stock price-to-book valuations are similar to the
tech sector as a whole during the dotcom bubble.



Yield Curve Flattening

US 2Y30Y UST Spread
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The 2y/30y yield curve spread touched a new low this
week, despite the “flight to quality” coming from equity
market weakness.



European Bond Yields

Eurozone - Macro Surprises v German bond yield
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European economic data has been disappointing.

Bund yields have responded accordingly.
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Commodity Returns

Commodities- 1W % Change
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Commodities were mixed last week: Gold was up,
Copper was down. Agriculture commodities fell, oil &
gas rose.



Disclaimer: Unless otherwise specifically stated, any views or opinions expressed
herein are solely those of the individual author and may differ from the views or
opinions expressed by other areas of Ill Capital Management and its affiliates
(collectively, “ll1”).

The materials is not intended as a recommendation or an offer or solicitation for
the purchase or sale of any security or financial instrument, or to enter into a
transaction involving any financial instrument or trading strategy, or as an official
confirmation or official valuation of any transaction mentioned herein. Any pricing
information provided is indicative only and does not reflect a level where lll is
prepared to execute a trade. Nothing in this material should be construed as
investment, tax, legal, accounting, regulatory or other advice (including within the
meaning of Section 15B of the Securities Exchange Act of 1934) or as creating a
fiduciary relationship.



