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Securing and transferring even the most complicated 

assets has been relatively straightforward – and 

exceptionally rewarding – over the past 10 years. 

That was then. The landscape now looks very 

different, with lower return expectations, rising 

interest rates, and a changed tax regime among  

its most striking features. 

Planning in a Changing 
Wealth Landscape
 By Chris Zander

Strategic Wealth Planning

Staying on track to meet retirement 
and other long-term wealth planning 
goals means revisiting wealth plans and 
adjusting course as needed. here are 
some current highlights to consider; each 
merits in-depth and personal discussions 
between families and their advisors. The 
combination of these and other factors 
should drive the advice, and the best 
solutions will be based on individual 
circumstances and long-term goals. 

lOWER RETuRn ExPECTATiOnS 

For many Americans, the market’s gains 
over the past 10 years obscured insufficient 
savings, even as guaranteed corporate 
pensions were relegated into the history 
books and real estate values in many 
areas declined. At the same time, gifted 
assets have considerably outperformed 
expectations across most asset classes. 

As John Apruzzese writes in this issue, we 
expect a 10-year average annualized return 
of 6.3% for balanced portfolios, down from 
a realized annualized return of 7.8% since 
our firm’s inception 10 years ago.1 That’s 
still a reasonable return rate, but it’s going 
to come as something of a shock to those 
who don’t adjust their plans accordingly. 
It’s important to be mindful of these lower 
expected returns, which not only amplify 
the need to be more tactical in wealth 



1   EWM balanced composite 10-year return from 2.1.2009.
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transfer planning, but also to understand 
what it’s going to take to meet retirement 
lifestyle goals. Planned transfers to family 
or to charity may need to be revisited.
 
RiSing inTEREST RATES 

After 10 years at near zero, interest rates 
are rising. While we do not expect rates to 
rise significantly in the near term, families 
who wish to transfer assets (without using 
their current gift tax exclusion) may wish to 
consider locking in current rates through 
several types of wealth transfer planning 
techniques commonly referred to as 
estate freeze strategies. Grantor retained 
annuity trusts, or GRATs, installment sales 
to intentionally defective grantor trusts, 
charitable lead annuity trusts, intra-family 
loans, and other freeze strategies that tend 
to perform well in periods of low rates and 
high (or even modest) investment returns, 
can still be attractive options in transferring 
wealth, especially if they contain rapidly 
appreciating assets. however, their hurdle 
rate – the rate of return required by the 
IRS – rises along with interest rates and 
presents an additional headwind. 

In addition to selecting assets for transfer 
with high appreciation potential, such 
as a private company expected to be 
taken public or to be sold, families should 
revisit utilizing assets that have inherent 
valuation discounts to future fair market 
value. These valuation discounts may be 
augmented in cases where a family entity 
(such as a family limited partnership or 
LLc) owns one or a series of these assets 
for business management purposes. 
Transferring a non-voting interest in one 
of these entities may result in additional 
future wealth transfer value to heirs, due 
to the potential lack of marketability and 
minority interest discounts. 

Big TAx ChAngES – And  
An unCERTAin lEgiSlATivE FuTuRE 

Income taxes, already low by historical 
standards, are now lower still for many 
high net worth families. The Tax cuts and 

Jobs Act of 2017 lowered many personal 
and corporate income taxes and provided 
enhanced deductions for pass-through 
income. however, the gains are at least 
partly offset by the elimination of many 
itemized deductions, notably the state  
and local tax, or SALT, deductions. 

In this political climate, it is impossible 
to know what the next year will bring, 
let alone the next 10 years. In any case, 
planning should be based on each  
family’s specific circumstances, goals,  
and tolerance for risk. 

If income tax rates do move up, the value 
of tax deferral, as well as that of charitable 
deductions, increases proportionately.  
In lieu of an outright sale of a highly 
appreciated, low-cost stock position, families 
may consider certain hedging techniques 
(such as equity collars and prepaid variable 
forward), tax-efficient transition investing 
strategies, and charitable alternatives  
such as outright gifts and charitable 
remainder unitrusts to diversify the position 
and hedge risk in a tax-efficient manner. 

Tax reform also introduced a considerable 
degree of uncertainty into longer-term  
wealth planning, as it effectively 
doubled the federal gift, estate tax and 
generation-skipping tax, or GST, exclusion 
amounts to $11.18 million per person 
(recently changed to $11.4 million for 2019). 
Without legislative action, the law will 
sunset after December 31, 2025 (although 
it’s worth noting that newly proposed and 
temporary regulations have diminished 
risk of a clawback). 

Families with large estates would normally 
try to maximize gifting up to the federal 
gift tax exclusions in effect at the time. 
The increased exclusion, coupled with 
lower expected investment returns 
projected, leaves the onus on families and 
their advisors to holistically determine 
how much they can reasonably afford to 
transfer from a retirement perspective. As 

discussed in past editions of Independent 
Thinking, spousal limited access trusts, or 
SLATs, can be an effective tool to manage 
transfers now while providing emergency 
access for grantors who err in their 
projections for retirement. 
 
As families determine appropriate transfer 
amounts, another key interplay between 
estate tax efficiency and income tax 
planning should be considered. To the 
extent that a grantor transfers assets that 
appreciate over time, the recipient (either 
an individual beneficiary or a trust) will 
likely bear the income tax on those future 
gains. This made sense in the past as 
the estate and gift tax rates were higher 
than income tax rates and grantor trusts 
offered flexibility with substituting assets 
to mitigate the potential tax on heirs. 

Now, however, an estate in the neighborhood 
of $22 million left by a married couple at 
death would receive a step-up in income tax 
basis. Transferring appreciated or soon-to-
be appreciated assets that would never be 
taxed from a federal estate tax perspective 
(under the higher federal estate tax 
exclusion) would mean forfeiting the step-
up and incurring a potential future income 
tax for the family that could have been 
avoided. The impact of different state estate 
and gift tax regimes is an additional variable 
to consider depending on one’s domicile. 
And, of course, the estate tax legislation 
could be changed again.

Again, every situation is different and 
it’s important to work with your trusted 
advisor to evaluate the range of options 
and scenarios and put a flexible plan  
in place.

Planning in a Changing 
Wealth Landscape
 By Chris Zander



Evercore Wealth Management, LLc (“EWM”) is an investment adviser registered with the U.S. Securities and Exchange commission under the Investment Advisers 
Act of 1940. EWM prepared this material for informational purposes only and should not be viewed as advice or recommendations with respect to asset allocation 
or any particular investment. It is not our intention to state or imply in any manner that past results are an indication of future performance. Future results cannot be 
guaranteed and a loss of principal may occur. This material does not constitute financial, investment, accounting, tax or legal advice. It does not constitute an offer 
to buy or sell or a solicitation of any offer to buy or sell any security/instrument, or to participate in any trading strategy. The securities/instruments discussed in 
this material may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances 
and objectives. Specific needs of a client must be reviewed and assessed before determining the proper investment objective and asset allocation, which may be 
adjusted to market circumstances. EWM may make investment decisions for its clients that are different from or inconsistent with the analysis in this report. EWM 
clients may invest in categories of securities or other instruments not covered in this report. Descriptions provided in this material are not substitutes for disclosure 
in offering documents for particular investment products. Any specific holdings discussed do not represent all of the securities purchased, sold or recommended 
by EWM, and the reader should not assume that investments in the companies identified and discussed were or will be profitable. Upon request, we will furnish a 
list of all securities recommended to clients during the past year. Performance results for individual accounts may vary due to the timing of investments, additions/
withdrawals, length of relationship, and size of positions, among other reasons. Prospective investors should perform their own investigation and evaluation of 
investment options, should ask EWM for additional information if needed, and should consult their own attorney and other advisors. Indices are unmanaged and do 
not reflect fees or transaction expenses. You cannot invest directly in an index. References to benchmarks or indices are provided for information only. The securities 
discussed herein were holdings during the quarter. They will not always be the highest performing securities in the portfolio, but rather will have some characteristic 
of significance relevant to the article (e.g., reported news or event, a new contract, acquisition/divestiture, financing/refinancing, revenue or earnings, changes to 
management, change in relative valuation, plant strike, product recall, court ruling). EWM obtained this information from multiple sources believed to be reliable 
as of the date of publication; EWM, however, makes no representations as to the accuracy or completeness of such third party information. Unless otherwise noted, 
any recommendations, opinions and analysis herein reflect our judgment at the date of this report and are subject to change. EWM has no obligation to update, 
modify or amend this information or to otherwise notify a reader thereof in the event that any such information becomes outdated, inaccurate, or incomplete. 
EWM’s Privacy Policy is available upon request. EWM is compensated for the investment advisory services it provides, generally based on a percentage of assets 
under management. In addition to the investment management fees charged, clients may be responsible for additional expenses, such as brokerage fees, custody 
fees, and fees and expenses charged by third-party mutual funds, pooled investment vehicles, and third-party managers that may be recommended to clients. A 
complete description of EWM’s advisory fees is available in Part 2A of EWM’s Form ADV. Trust and custody services are provided by Evercore Trust company, N.A., 
a national trust bank regulated by the Office of the Comptroller of the Currency and an affiliate of EWM. The use of any word or phrase contained herein that could 
be considered superlative is not intended to imply that EWM is the only firm capable of providing adequate advisory services. This document is prepared for the use 
of EWM clients and prospective clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express 
written consent of EWM. This document includes projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due 
to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-looking statements. There is 
no guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful.

EWM and its affiliates engage in a wide range of activities for their own account, and for their clients and the accounts of their clients, including corporate finance, 
mergers and acquisitions, equity sales, trading and research, private equity, and asset management and related activities.  The observations and views expressed 
herein have been prepared by the individual author and, unless otherwise specifically stated, are solely those of the individual author and not EWM or any of its 
affiliates or any of their respective personnel. Other professionals of EWM and its affiliates may provide oral or written advice, services, market commentary, 
trading strategies and other material to clients that reflect observations and views that are contrary to those expressed herein. The author of this material may have 
discussed the information contained herein with others within or outside EWM and the author, EWM and/or such other persons may have already acted on the basis 
of this information (including by communicating the information contained herein to other customers of EWM and its affiliates).

© 2019 Evercore Wealth Management LLc. All rights reserved. All other marks are the property of their respective owners.

NEW YORK
55 East 52nd Street
New York, NY 10055
212.822.7620

Jay Springer
Partner
212.822.7621
springer@evercore.com

MINNEAPOLIS
150 S. Fifth Street, Suite 1330
Minneapolis, MN 55402
612.656.2820

Martha Pomerantz
Partner
612.656.2821
martha.pomerantz@evercore.com

TAMPA
4030 Boy Scout Boulevard, Suite 475
Tampa, FL 33607
813.313.1190

Michael Cozene
Partner
813.313.1193
michael.cozene@evercore.com

SAN FRANCISCO
425 California Street 
Suite 1500
San Francisco, CA 94104
415.288.3000

Keith McWilliams
Partner
415.288.3010
keith.mcwilliams@evercore.com

WILMINGTON
Evercore Trust Company, N.A.  
300 Delaware Avenue, Suite 1225
Wilmington, DE 19801
302.304.7362

Darlene Marchesani
Managing Director and Trust Counsel
302.304.7361
darlene.marchesani@evercore.com

EDITORIAL AND MEDIA
Aline Sullivan 
Editor
203.918.3389
aline.sullivan@evercore.com

PALM BEACH
515 North Flagler Drive, Suite 702
West Palm Beach, FL 33401
561.812.1010

Ross Saia
Managing Director
561.812.1013
ross.saia@evercore.com




