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International Newsletter

In 2011 the international community has witnessed unprecedented public unrest
in the Middle East and Northern Africa, earthquakes, a tsunami, a nuclear crisis,
rising oil prices and swarm of political rhetoric. Possibly because of these events
and a slew of economic indicators it appears that the global economy has slowed
in its growth trajectory. Developed markets measured by the MSCI EAFE Index
returned 8.38% in 2010, 3.55% in Quarter 1 of 2011 (Q1 2011) and only 1.49% to
date for Q2 2011. Emerging markets are seeing a similar trend as shown by the
MSCI Emerging Market Index which returned 19.04% in 2010, 1.95% in Q1 2011
and -0.59% to date for Q2 2011. Despite the slowdown in growth we are still expe-
riencing positive growth year-to-date in both international developed and emerg-
ing markets. Barclay’s Capital now is forecasting 2011 GDP growth for developed
economies at 2% and 6.5% in emerging economies.

Developed Countries’ Outlook

Developed countries for the most part are continuing to recover from the Great
Recession. One exception is Japan. The Land of the Rising Sun has been strug-
gling with economic growth and deflation. The March 11th Tohoku earthquake has
only caused Japan’s economic outlook to deteriorate even further in the short to
intermediate term. Japan now appears to be on the brink of another recession
reporting a -1% Real GDP year over year (GDP YoY) figure for the first quarter of
this year. Germany has experienced dramatic growth lifting neighboring economies
with it, namely France’s economy, through its export market. Fiscally sound Swe-
den has continued its impressive trajectory of growth from 2010 well into 2011.

Germany- Wonder where all the jobs are? They are in Germany. Germany expe-
rienced strong growth in 2010, turning in a Q4 2010 GDP YoY figure of 3.85% and
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a Q1 2011 GDP YoY figure of 5.2% driven by its growth in exports. German
capacity utilization has been steadily rising since late 2009 and German
consumer confidence is also increasing. The current unemployment rate,
reported in May, is 7% which has been steadily declining since its recession
high of 8.3% in the fall of 2009. The employment outlook looks to continue to
improve with unemployment declining and employment opportunities on the
rise.

Japan- Even before the March Tohoku earthquake, Japan’s economic out-
look was not promising; today, the short-term outlook for Japan’s economy
is even worse. Japan is now tasked with rebuilding and getting its economy
back on track while facing a likely second recession. In 2010 Japan reported
4 quarters of positive Real GDP growth but at a declining rate. For Q1 2011
Japan reported negative growth with a -1% GDP YoY figure in March. Cur-
rently, Japan’s priorities are to rebuild essential supply chains for its exports

and resolve the country’s energy supply shortage.

Emerging Countries’ Outlook

The four biggest emerging economies are China, Brazil, South Korea and
Taiwan. Overall, the emerging economies’ growth in 2010 has cooled thus
farin 2011. In 2010 the MSCI EAFE Emerging Market’s Index returned
19.04% while year-to-date 2011 it has returned 1.35%. There have been a
number of factors at play in this transition. Rising inflation driven by food and
energy prices coupled with currency movements have had negative effects
on the emerging market economies which have historically depended on
their exports.

South Korea- Despite increased tensions with North Korea the South Kore-
an economy turned in an impressive 4.2% GDP YoY figure in Q1 2011. Most
of the growth in the economy can be attributed to demand for South Korean
exports and improving business and consumer confidence. As with most
emerging economies, South Korea is watching its levels of inflation closely.
Due to currency valuations and excess capacity, inflation is projected to stay
within manageable levels in the short to intermediate term.

Taiwan- The economy in Taiwan had a great year in 2010. A trade agree-
ment with China has also improved economic prospects for the island which
is now pursuing additional free trade agreements with other countries. Tai-
wan’s economy was driven by its exports in 2010 as evidenced by Taiwan’s
current account surplus representing a

Current Exchange Rates large 9.4% of total GDP,

[o] Japan ¥  80.23 B il Brazil the world's 8th largest
B_razn RS 1.57 economy, is currently dealing with an
- Taiwan NT$ 28.63 .. iating currency (the Brazilian

South Korea W 1,080.08 o, R$)and above target levels of

As 0f6.3.2011 inflation. Brazil's manufacturing busi-

ness slowed in 2010 partially due to the
appreciation of the Real (R$) which will



continue to contribute to Brazil’s current account deficit. Rising food prices
have also hampered consumption given that food represents a large portion
of Brazil’'s domestic consumption basket.

Idaho Trust’s Outlook

The Idaho Trust Investment Strategy is overweight key European countries;
namely, Germany, Switzerland and Sweden. Conversely, ldaho Trust is un-
derweight Japan, Italy, Spain and the UK because of their current economic
environments. See the charts below for Idaho Trust’s positioning and country
allocation.
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Strategy Performance

Idaho Trust

3 Month 2.91%
Year-to-Date 2.91%
1 Year 12.16%
3 Year -2.04%
5 Year 3.09%

MSCI EAFE Net

3 Month 3.36%
Year-to-Date 3.36%
1 Year 10.42%
3 Year -3.01%
5 Year 1.30%

Performance vs.

Benchmark

3 Month -0.45%
Year-to-Date -0.45%
1 Year 1.74%
3 Year 0.97%
5 Year 1.79%
As of 3.31.2011
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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, 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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GUARANTEED BY THE BANK « MAY GO DOWN IN VALUE
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