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A major force contributing to the healthy performance from the financial markets
so far this year has been a pickup in growth that has occurred in almost every
major economy across the globe. The fact that this is occurring simultaneously is
an unusual development and along with a relatively stable financial system has
allowed the market to look past the geopolitical uncertainties, at least for now.

Global Growth

For the first time since the financial crisis in 2008-2009, the world’s major
economies are all experiencing economic growth at the same time. The underlying
backdrop of low-interest-rates, central bank stimulus, and the fading fears of the
debt crisis has helped to encourage an environment of better worldwide economic
activity.

The International Monetary Fund projected that global economic output would
grow 3.5% this year and 3.6% in 2018, up from 3.2% growth in 2016. This is in
sharp contrast to the past few years when global growth was hurt by a slowdown
in emerging markets as well as fears of a deflationary environment.

All 45 countries tracked by the Organization for Economic Cooperation and
Development (OECD) are expected to grow this year, and 33 of them are poised
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to accelerate from a year ago (see chart below). The last time such a high
percentage of OECD economies had an acceleration in economic activity
was 2010, when many nations experienced a snapback from the global
financial crisis.

Growing In Sync
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Looking back over the past 50 years, simultaneous growth among all the
OECD-tracked countries has been rare. Prior to happening last decade, just
before the financial crisis ensued, it happened in the late 1980s, and for a
few years before the 1973 oil crisis. The development comes as nationalist
movements have begun to emerge, due to renewed suspicion over global
trade and finance. U.S. exports grew at almost a 6% annual rate in the first
half of this year, the best two-quarter performance since the end of 2013 and
outpaced the average of the previous decade.

A major risk to the current economic situation is if modest growth transforms
into “overheating.” For now, though, the global upturn appears on track, in
part because inflation is low and central bankers remain accommodative
with only modest changes to their policy positions.

In late August, both the Federal Reserve Bank (Fed) Chairwoman Janet
Yellen and the European Central Bank (ECB) President, Mario Draghi,
spoke in Jackson Hole Wyoming suggested that the global economic
backdrop helped justify plans to gradually reduce stimulus programs. The
U.S. Fed is expected to begin shrinking its $4.5 trillion bond holdings this
fall. The balance sheet was expanded over the past decade to help drive
down interest rates and boost risk-taking by investors, households and
business. Additionally, the ECB is nearing the end of its own bond-purchase
program.



Many factors are contributing to this global upturn. The Eurozone economies
which have long struggled to experience any significant growth have begun
to improve. Even Greece, which has experienced many challenges, has
shown signs of finally turning a corner. The OECD expects that Greece will
experience growth of 1% this year, which would be the best rate in the past
decade. The country last month successfully returned to the international
bond market after having been locked out since 2014.

An interesting development is that Eurozone economic growth has begun
to outpace the U.S. in the first half of this year. Economic confidence is

at its highest level in a decade, and unemployment has fallen to an eight-
year low of 9.1%. Growth has broadened beyond traditional powerhouses
like Germany and the Netherlands. Spain experienced its best growth
performance in nearly two years in the second quarter. France and Portugal
are both posting solid growth.

Global Equities: Profit Margin Trends
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In many advanced economies, including the U.S., the effects of the financial
crisis are finally fading. American households have stopped paring back their
debt exposures and started returning to normal spending patterns. The fiscal
stance in many advanced economies has shifted from austerity to ease. And
although the Fed has begun to raise its target interest rate, most interest
rates around the world remain low and below inflation rates.

Conclusion

We expect that the global economy will continue to advance at a slow and
moderate pace in the coming years; as scarce demand prevents significant
growth. One positive outcome could be that lack of excessive investment
will likely limit economic overcapacity, which typically is the precursor to a
recession.

S&P 500 Index

3 Month 2.22%
Year-to-Date 11.93%
1 Year 16.28%
3 Year 9.51%
5 Year 14.32%

MSCI EAFE Net

Index

3 Month 2.38%
Year-to-Date  17.05%
1 Year 17.06%
3 Year 2.82%
5 Year 8.47%

Barclays Aggregate

Bond Index

3 Month 1.32%
Year-to-Date 3.63%
1 Year 0.51%
3 Year 2.64%
5 Year 2.19%
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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 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. [daho 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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