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Global economic activity has decelerated meaningfully over the past six months.
Political uncertainties around the globe have likely been a contributing factor

to this change. Furthermore, global monetary policy has become slightly less
accommodative. Despite these challenges, economic momentum continues to
push forward albeit at a much slower pace.

Eurozone

In 2018, economic growth in the Eurozone slowed sharply from the rate
experienced in the prior year. The region is facing many challenges, such as trade
tensions, Brexit uncertainty, Italy’s budget issues, and strikes in France, which
have clearly weighed on sentiment. Eurozone Gross Domestic Product (GDP)
should gain 1.7% in 2019, well below the 2.8% increase experienced two years

ago.

The pace of recovery remains very uneven across the 19 Eurozone members.
Germany continues to be the primary growth driver, counting for about a quarter
of Eurozone GDP. Other areas are demonstrating some progress but the road to
recovery has been slower than expected. The overall employment picture varies
widely among the members with the average jobless rate forecasted to fall to 7.8%
this year. This is an improvement from 8.1% in 2018. Inflation levels have picked
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up, due in part to an increase in energy prices; however, the inflation level is
still below the European Central Banks target rate. These factors will likely
keep the European Central Bank (ECB) from raising interest rates in 2019.
Additions to the ECB balance sheet are likely to conclude this year.

United Kingdom

So far, the United Kingdom has not experienced any meaningful economic
impact from its decision to leave the European Union. The U.K.’s GDP

is expected to run at about a 1.6% this year. While this would represent

a modest acceleration from last year’s 1.4% rate, these levels remain

well below the 2.0% level experienced only a few years ago. Continued
uncertainty, over trading and financial relationships with the European Union
will likely depress or delay business investment.

There are too many unknown variables at this point to properly forecast

the Brexit impact. The Bank of England has signaled that it would like to
make modest increases to its overnight interest rates this year. Generally,
monetary policy in the U.K. remains accommodative. Fiscal policy is
expected to be more stimulative as the government attempts to boost growth
with public spending. In 2017, inflation was relatively high as a result of a
tighter labor market but it began to decline in 2018 and is likely to continue
into 2019. However, monetary policy is likely to be highly influenced by how
the Brexit scenario unfolds, which could alter expectations quickly.

Japan

The Japanese economy was negatively impacted by the dramatic slowdown
in global economic activity that began in mid 2018. Additionally, a series of
natural disasters and adverse weather conditions contributed to a declining
growth picture. The Bank of Japan has struggled to generate any meaningful
inflation over the past few years. Modest improvements in household
spending, private investments, as well as an improvement in the export
picture should help the inflation rate in Japan move above 1.0% in 2019.
Although inflation levels still remains low compared with other developed
nations.

Japan has only been able to achieve modest economic growth. Several
attempts have been made to address the fiscal challenges that the country
faces. The government implemented a consumption tax hike, outlined a
wide-ranging structural reform package, and expanded its huge quantitative
easing program. Despite these actions, the economy is likely to generate
economic growth slightly above 1% over the next 2 years.

China

The Chinese economy has been slowing for the past 5 years and their GDP
is expected to decrease to 6.1% this year, which is still a very healthy level
but well below the rate achieved a few years ago. The primary driver of
these changes has been a slowdown in public investment spending. The
People’s Bank of China (PBoC) faces many hurdles to boost economic



activity in the coming years. A combination of regulatory measures to

curb capital outflows and fiscal stimulus to spur domestic investment has
helped ease the fears of many investors that the yuan would suffer a large

devaluation this year.

Consumer spending along with service related activity has experienced

some gains, which has helped offset the decline in industrial activity. One

unknown will be the impact of the current trade disputes with the United

States. While a full scale “trade war” is unlikely, there is certain to be some

negative impact from recent tariff talks.

Global Economic Forecast — December 2018

2016 2017 2018F 2019F
United States
Real GDP (Q4-Q4 % change) 1.8 2.6 3.2 23
Unemployment Rate, EOP (%) 47 4.1 3T B
Inflation (CPI, Q4-Q4, %) 1.8 2.1 22 25
Policy Rate (Top), EOP (%) 0.75 1.50 2.50 3.00
Real GDP (Q4-Q4 % change) 20 2.8 15 1.7
Urnemployment Rate EOP (%) 9.6 8.7 8.1 7.8
Inflation (CP1, Q4-04, %) 07 1.4 19 14
Policy Rate, EOP (%) 0.00 0.00 0.00 0.00
Deposit Rate, EOP (%) -0.40 -0.40 -0.40 -0.40
United Kingdom
Real GDP (Q4-Q4 % change) 1.7 1.3 14 1.6
Unemployment Rate EOP (%) 47 43 40 3.8
Inflation (CP1, Q4-04, %) 1.2 3.0 23 1.9
Policy Rate, EQOP (%) 0.25 0.50 0.75 1.00
Real GDP (Q4-Q4 % change) 1.5 2.0 10 0.4
Unemployment Rate EOP (%) 3.1 27 24 25
Inflation (CPI, Q4-Q4, %) 0.3 0.6 09 1.8

Policy Rate, EOP (%) -0.10 -0.10 -0.10 -0.10

Real GDP (Q4-Q4 % change) 6.8 6.8 64 6.1
Unemployment Rate EOP (%) 40 39 39 39
Inflation (CPI, Q4-Q4, %) 22 1.8 24 243
Policy Rate, EQOP (%) 435 435 435 435
Exchange rates {(EOP) Sep-2018 Dec-2018F Mar-2019F Jun-2019F
EURMUSD 1.16 1.15 1.18 1.21
GBR/USD 1.30 1.30 132 1.35
USDHPY 1137 112.0 110.0 109.0
USDICNY 6.87 6.90 6.90 6.85
F: Forecast EQFP: End of period

S&P 500 Index

3 Month -0.79%
Year-to-Date 8.01%
1 Year -2.28%
3 Year 14.03%
5 Year 10.94%

MSCI EAFE Net

Index

3 Month 0.64%
Year-to-Date 6.57%
1 Year -12.58%
3 Year 7.44%
5 Year 2.66%

Barclays Aggregate

Bond Index

3 Month 3.45%
Year-to-Date 1.06%
1 Year 2.53%
3 Year 2.03%
5 Year 2.44%
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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.

NOT ADEPOSIT « NOT FDIC INSURED « NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY « NOT
GUARANTEED BY THE BANK « MAY GO DOWN IN VALUE
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