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Credit conditions remain supportive for equities BB vs BBB spreads have stalled and are beginning to again contract within their
downward trend. The one area of potential credit concerns are in the Business Development Companies (BDCs), which have been 
diverging from the market since May. These are generally the more highly levered and marginal credit providers, so their performance is 
worth watching, they haven’t yet shown any signs of affecting the broader credit and economic conditions. 

Energy’s rally has lacked any meaningful momentum or change in its relative performance trend. The broad sector remains in a 
downtrend, is now in overbought territory and approaching resistance zones. A number of names in the sector are flagging our screens 
as good short entry points (weak trends in overbought conditions).  

We prefer health care relative to tech from here into 2018. IT services are in the vulnerable zone as we break down the Tech groups, 
and specifically the small-cap names. Small-cap IT services are starkly underperforming their large-cap brethren and are a focus area to 
trim exposure and use as a source of funds elsewhere.
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