
Market Insights
A periodic newsletter from Idaho Trust
The Federal Reserve Bank raised the benchmark Fed Funds rate at its December 
meeting. The increase came at a time when most major global economies are 
experiencing economic slowdowns. The U.S. dollar has been strong over the 
past year relative to other major currencies. This, along with OPEC opting against 
cutting its production levels, has led to a sharp drop in oil prices. The major 
beneficiary of these lower costs is likely to be U.S. consumers.

Interest Rates
At the mid-December meeting, the Federal Reserve Bank (Fed) raised interest 
rates for the first time in nearly a decade. Despite all of the attention surrounding 
this increase, interest rates remain at very low levels. The Fed funds’ target range 
is now 0.25% – 0.50%. The domestic economy has experienced a slow down 
over the past six months and several market commentators have argued that 
the economy is not strong enough to withstand a tighter monetary environment. 
Presently, inflation appears very low. Recent government readings suggest that 
inflation has flattened in the past few months. Commodity prices are a major factor 
in these low readings. Spot oil prices fell to $35 per barrel compared to $60 at the 
start of 2015. Other commodities, such as natural gas and gold have experienced 
sharp price declines as well. 

The Chairperson of the Federal Reserve Bank, Janet Yellen, suggested that the 
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Fed wanted to act 
before there were 
signs of inflation. 
The central 
bank made a 
big effort to 
convey the idea 
that economic 
activity levels will 
determine the 
path and timing 
of future interest 
rate increases. 
During the Fed’s 
last tightening 
cycle, it raised 

interest rates by 0.25% at 17 straight meetings. This time, the Fed has made 
it clear that there will be no predetermined path. 

The Fed also released the economic projections from the Federal Open 
Market Committee (FOMC) members. Many economists were surprised by 
the FOMC projections for future economic growth and regarded them as too 
optimistic. Based on the path of current economic activity, these forecasts 
will likely be modified. The Fed, as is the case with most economists, has a 
very mixed record of accurately projecting economic forces.

Bond yields at the short end of the yield curve have moved higher over 
the past few months which you would expect as the market ‘prices in’ the 
change in the Fed Funds rate. The two-year yield broke 1% for the first time 
since 2010 (see above). But long-term yields have not moved much over the 
past three months as it became clear that economic activity was going to be 
slower than expected. 

Gross Domestic 
Product
The third quarter Gross 
Domestic Product (GDP) was 
revised lower to 2.0%, down 
from 2.1%. The 3Q results 
represent a deceleration 
from the healthy 3.9% gain 
experienced in the second 
quarter. A large increase 
in total inventory levels in 
the first half of the year left 
warehouses full of unsold 
merchandise. The economy 
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slowed down as these 
businesses tried to 
reduce levels of goods 
and have been reluctant 
to restock new items. 
Consumer spending, 
which accounts for more 
than two-thirds of U.S. 
economy, expanded 
by 3.0% and was 
supported by a slightly 
better labor market and 
rising home values.

Year-end Review
Last year was a 
particularly challenging 
year in the investment 
markets. The idea 
behind a broad based 
asset allocation plan 
is relatively straight 
forward: when one 
market segment 
struggles, those results 
are offset by other areas 
that are thriving. This 
did not happen in 2015, as no major market segment generated a return 
above 5% (see table). The S&P 500 Index gained 1.37% when dividends are 
included. Equities fared worse in dollar terms outside the U.S., with a broad 
measure of international markets declining modestly, less than 1%, while 
Emerging Markets experienced sharper declines. Commodities have fallen 
to their lowest levels in a decade as low global inflation reduced the value 
of precious metals, weak Chinese demand hurt raw-materials prices and a 
global supply glut sent crude oil prices tumbling.

Conclusion
Although the total return for the S&P 500 was positive for the 2015 year, it 
was well below the levels achieved in 2013 and 2014. Many International 
economies struggled with weak demand, which negatively impacted their 
equity markets. A broad measure of the International markets showed 
a modest decline of 0.81% last year. Uncertainty over the timing of the 
Fed’s first interest rate increase and its potential impact on the economy 
weighed on markets throughout 2015. Policy makers signaled the pace 
of subsequent increases will be “gradual” but the impact on the economy 
going forward remains unknown. Assuming the economy is able to generate 
sufficient growth in 2016, we anticipate that the investment markets will 
respond positively. 

S&P 500 Index	
3 Month	 5.30%
Year-to-Date	 1.37%
1 Year	 1.37%
3 Year	 14.10%
5 Year	 12.35%

MSCI EAFE Net 
Index	
3 Month	 3.17%
Year-to-Date	 -0.81%
1 Year	 -0.81%
3 Year	 4.40%
5 Year	 3.48%

Barclays Aggregate 
Bond Index	
3 Month	 -0.89%
Year-to-Date	 0.55%
1 Year	 0.55%
3 Year	 1.60%
5 Year	 3.27%
As of 12.31.2015
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Market Returns
Broad Market Returns 

S&P 500 1.37% 
Dow Jones Industrial Average 0.21% 
MSCI EAFE -0.81% 
Bond Market 0.55% 
Treasuries 0.85% 
Corporate Bonds -0.80% 
Municipal Bonds 3.32% 
Real Estate (REITs) 3.18% 
Commodities -24.66% 
Foreign Bonds -8.91% 

Domestic Stock Sectors 
Information Technology 5.92% 
Financials -1.56% 
Health Care 6.89% 
Energy -21.12% 
Consumer Discretionary 10.11% 
Consumer Staples 6.60% 
Industrials -2.56% 
Utilities -4.84% 
Materials -8.38% 
Telecommunication Services 3.40%
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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.	 Pleas 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 Idaho 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 A DEPOSIT • NOT FDIC INSURED • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY • NOT 
GUARANTEED BY THE BANK • MAY GO DOWN IN VALUE
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