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For the first time in many years there will likely be some major changes to the

U.S. tax code. The final details of the new tax rules are still being worked out as
the Senate and the House have passed different versions of their bills. Investors
are excited about the potential impact to domestic economic activity. Corporate
tax rates in the U.S. are among the highest levels compared with the world’s 20
largest economies and a reduction in that rate should make domestic corporations
more competitive.

Corporate Tax Rates

Corporate tax rates in the U.S. are significantly higher than most other major G20
countries. Tax experts disagree over how much a reduction in corporate tax rates
would help the U.S. economy. However, other countries have aggressively lowered
their corporate tax rates in recent years with positive outcomes.

Many of the United States’ chief economic rivals, such as Canada, Germany, the
U.K., Japan, and China have reduced their top statutory corporate tax rates since
the turn of the century. Canada once had among the highest business tax burdens
in the world, but it has repeatedly cut corporate taxes to become one of the most
competitive, with a 15% corporate tax rate. The result has been a faster growing
economy and improved investment that offsets most of the lost tax revenue.
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By contrast, the top U.S. corporate tax rate is currently 35%, a level that

has not changed since 1993. Democrats and Republicans attempted to
lower corporate taxes during the past Administration to help boost economic
growth, but the two parties could not agree on how to implement the tax cuts
and how to make up for the lost federal tax revenue.

National Corporate Income Tax Rates in 2016
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The current Administration has indicated that it plans to roll out major tax
reform that would likely include reducing the corporate rate to 20% from the
35% marginal rate. Some companies face rates closer to 40%, inclusive of
state taxes. The proposed tax plan encountered opposition from Democrats
and even a few Republicans who worry about the potential negative impact
such a large tax cut would have on the budget deficit. Critics of corporate
tax cuts argue that most U.S. companies rarely pay the top rate. The tax
code has many deductions and loopholes that allow American companies
to significantly reduce their actual taxes paid. Looking at the “effective”
corporate rates, (see chart below) a typical company’s tax burden has been
considerably lower than the 35%.
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that high taxes have contributed to a decline in business startups and
spurred business owners to legally structure their U.S.-based firms so
corporate rates do not apply. These shifts in where businesses set up or how
they organize themselves are costly to the U.S. Treasury. The percentage of
business income subject to the corporate rate has dropped to 62% in 2011
from 87% in 1981.

Commercial Construction Activity

An excellent barometer of current regional Commercial Construction activity
is the number of tower cranes deployed in a major metropolitan area.
Currently, Seattle has the largest number of cranes, as the local construction

boom shows little e
sign of slowing 74 Where the

74 NN cranes are

anytime soon. At the| * .
end of 2016, Seattle Seattle had more cranes than any other U.S. city
as of January, although Chicago is closing in fast.

had 62 cranes
dotting its skyline, P

=

i : - Seattle: 62 Chicago: 56
according to a firm | / e ’ Boston: 11
that tracks cranes I, ,I
/ Portland: 25 New York: 21
across the world. \[——*
That represents a i \
meaningful increase San Francisco: 24 Denver: 19 -

from the 58 cranes
in the summer of
last year.

In prior readings,
Seattle had an
18-crane lead

over Los Angeles,
which has been
experiencing the
second largest
number of crane activity. However, Chicago has experienced a surge in
construction activity and currently the Midwest city sits in second place,
with 56 cranes, just six below the number in Seattle. Although Los Angeles
experienced a sharp drop in the number of cranes, the city is in third place.
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Conclusion

The improvement in the U.S. economy has been noteworthy. The recent
strength suggests that the Federal Reserve Bank will continue to look at
raising interest rates in mid-December as well as possible increases next
year. Given the relatively healthy state of the domestic economy, the pace
of Fed interest rate increases will certainly have an impact on the financial
markets. These unknowns could create volatility in 2018, but the underlying
foundation of economic health remains strong.

S&P 500 Index

3 Month 7.43%
Year-to-Date  20.49%
1 Year 23.29%
3 Year 11.15%
5 Year 15.71%

MSCI EAFE Net

Index

3 Month 4.72%
Year-to-Date  23.06%
1 Year 27.16%
3 Year 6.07%
5 Year 8.23%

Barclays Aggregate

Bond Index

3 Month -0.37%
Year-to-Date 3.07%
1 Year 0.84%
3 Year 2.15%
5 Year 1.98%
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1. Consult an Idaho Trust Bank financial consultant for more details. Securities and insurance products are
offered through LPL Financial and its affiliates, Member FINRA/SIP. Idaho Trust Bank is not a registered broker/
dealer and has a brokerage affiliate arrangement with LPL Financial. Idaho Trust Bank is a separate company from
LPL Financial. Investment accounts generally under $300,000; Insurance and Annuities of all sizes.

2. Please see the Idaho Trust Bank Schedule for Fees. Investment accounts generally over $300,000.

3. Please see the Idaho Trust Bank Schedule of Fees. Investment accounts generally over $500,000.
Certain products may be provided by a Financial Consultant of Idaho Trust Financial is utilized: (1) Securities and
insurance products are offered through LPL Financial and its affiliates, Member FINRA/SIPC; (2) Idaho Trust Bank
is not a registered broker/dealer and has a brokerage affiliate arrangement with LPL Financial; and, (3) Idaho Trust
Bank is a separate company from LPL Financial, Idaho Trust Bank does not provide tax or legal advice. Overlay
Asset Management utilizes external and/or internal managers selected by Idaho Trust Bank.

4. Certain products may be provided by a Financial Consultant of ldaho Trust Financial. Securities and
insurance products are offered through LPL Financial and its affiliates, Member FINRA/SIPC. Idaho Trust Bank is
not a registered broker/dealer and has a brokerage affiliate arrangement with LPL Financial. Idaho Trust Bank is a
separate company from LPL Financial. Idaho Trust Bank does not provide tax or legal advice.

5. Exchange Traded Funds (ETF), mutual funds and individual stocks are subject to risks and fluctuate

in value. Neither asset allocation nor diversification assure a profit or protect against loss. International investing
involves special risks including increased volatility, political risks, and differences in auditing and other financial
standards. Small-cap stocks have historically experienced greater volatility than average. High yield, lower-rated
securities generally entail greater market, credit and liquidity risks than investment grade securities and may in-
clude higher volatility and higher risk of default. Bond prices are sensitive to changes in interest rates and a rise in
interest rates can cause a decline in their prices. Past performance is no guarantee of future results. No represen-
tation is hereby made of the risk and/or return of any particular portfolio. There is no guarantee that any suggested
investment strategy will work in any market. You should fully and carefully consider all objectives, risks, expenses
and fee before you invest.

6. Portfolios are illustrative only. ActualLifeNeedsTM Portfolios will vary from time to time as determined by
Idaho Trust Bank. No representation is hereby made of the risk and/or return of any particular portfolio. There is no
guarantee that any suggested investment strategy will work in any market. You should fully and carefully consider
all objectives, risks, expenses and fees before you invest. Past performance is no guarantee of future results.

Exchange Traded Funds (ETF), mutual funds and individual stocks are subject to risks and fluctuate in value.
Neither asset allocation nor diversification assure a profit or protect against loss. International investing involves
special risks including increased volatility, political risks, differences in auditing and other financial standards.
Small-cap stocks have historically experienced greater volatility than average. High yield, lower-rated securities
generally entail greater market, credit and liquidity risks than investment grade securities and may include higher
volatility and higher risk of default. Bond prices are sensitive to changes in interest rates and a rise in interest rates
can cause a decline in their prices. Past performance is no guarantee of future results. For more information about
performance of Idaho Trust Strategies and our performance calculation methodology, please contact us. Actual
client performance may vary from the performance of model portfolios and/or any strategy. No representation is
hereby made of the risk and/or return of any particular portfolio. There is no guarantee that any suggested invest-
ment strategy will work in any market. You should fully and carefully consider all objectives, risks, expenses and
fees before you invest.

Portfolios are illustrative only. Actual LifeNeeds™ Portfolios will vary from time to time as determined by Idaho
Trust Bank. The Idaho Trust investment strategies will vary from time to time as determined by Idaho Trust Bank.
The information and analysis expressed herein are for general information only and are not intended to provide
specific advice or recommendations for any individual or entity. Information contained herein has been obtained

by sources we consider reliable, but is not guaranteed. Any opinions expressed are based on our interpretation of
data available to us at the time of the original publication of the report. These opinions are subject to change at any
time without notice.
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