Strategic Wealth Planning

Planning and Investing for
a Longer – and Happier – Life
By Ashley Ferriello

Longevity may be the greatest dividend of wealth. At the same time, sustaining
a longer life requires greater wealth. Confronting this paradox requires thoughtful
planning and investing. Outliving assets is the top financial concern of high net
worth and even ultra high net worth families, and for good reason.
The top 1% of Americans by income now
live, on average, 10 years longer than
the general population.1, 2 Women in this
segment live to age 89 and their male
counterparts live to 87. The gap between
the richest 1% of men and the poorest
1% in the United States is currently a
remarkable 15 years. The corresponding
gap for women is 10 years.3
These developments raise broad
questions, as discussed on page 20 by
Ralph Schlosstein, CEO of Evercore,
and Jeff Maurer, CEO of Evercore
Wealth Management and Evercore Trust
Company, N.A. From a purely planning
and investing point of view, however,
the most pressing question is how to
fund these extended lifespans.
Here are three scenarios to consider,
each drawn on actual experiences.
The ages, circumstances and goals of
the people involved vary, but they have
one thing in common with all of us:
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None of them know how long they
– or their spouses – will live.

TAKING ON RISK
TO MEET LONG-TERM GOALS
The Joneses, two retired professionals,
both age 60, have $50 million in
investible assets and are anticipating
a long and enjoyable retirement. They
plan to help their grown children
buy homes and start businesses,
set aside sufficient funds for their
grandchildren’s education, and
dedicate much of their time and money
to their favorite charities. They would
like to see these gifts make an impact
during their life – while reducing their
taxable estate – but also want to
ensure that they leave a thoughtful
amount to their heirs.
This couple is quite risk-averse with
their investments, arguably too much
so in the context of their considerable

The top 1% of
Americans live on
average 10 years longer

assets and financial objectives.
While a conservative annual return
of 3% from their largely defensive
investment portfolio would sustain
the Jones’ lifestyle and their plans
until age 85, it is likely that either or
both will live considerably longer. If
they transfer assets over time and
broaden their allocation to include
more diversified exposures, notably
equities and private illiquid assets
with higher projected rates of return,
their comfort in retirement and the
success of their longer-term goals
would be more likely. In this scenario,
if they both died at age 95, the Joneses
would leave a substantial amount of
assets – $31 million as illustrated on

Outliving assets is the
top financial concern of
high net worth families.

Taking on risk to meet long-term goals
Chart assumptions: $50 million of investible assets. In Scenario 1, gifts of $10 million to family and $10 million to charity occur
immediately (due to limitation on charitable gift tax deductions – and particular the tax-exempt income as detailed later – the
majority of that gift is non-deductible). Investment total return is 3% based on an assumed asset allocation of 100% in-state
municipal bonds. Scenario 2 assumes gifts of $1 million to family per year for 10 years. To take advantage of the charitable gift
tax deduction, we assume the Joneses gift an average of 30% of their Adjusted Gross Income over the next 17 years which
reaches close to $10 million over that time period. Investment pre-tax total return is 6.3%, of which 2.5% is yield (72% taxable)
and 3.8% is appreciation, based on a balanced asset allocation.* Both scenarios assume a $1.2 million annual spend rate
growing with inflation at 3%, as well as the highest federal tax bracket and a 5% state tax bracket.
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Scenario 1: Defensive asset allocation, 3% tax-free return
Scenario 2: Balanced asset allocation, 6.3% pre-tax total return
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Keeping on, not up
Chart assumptions: $25 million of investible assets and a 3% annual spending rate increase. In both scenarios, the total
return is 6.3%, of which 2.5% is yield (72% taxable) and 3.8% is appreciation based on a balanced asset allocation.* We have
assumed the highest federal tax bracket in both cases. Scenario 1 assumes a 10% state tax bracket. Scenario 2 assumes
a 0% state tax bracket.
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Scenario 1: Spend $1.5 million per year in a high-cost area, 10% state tax
Scenario 2: Spend $1.125 million per year in a lower-cost area, 0% state tax
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page 11 – which may or may not be
an appropriate amount for their heirs.
During their life, as their financial
circumstances remain strong, they
may choose to make more gifts, or
split the ultimate beneficiaries of their
estate between children and charity.

live to just 79, the current average
for the general population 4 and
well short of their economic peers,
their intervening years could be
compromised, as illustrated above. By
about age 74, only 14 years from now,
their investment portfolio is likely to
be about half of what it is today.

KEEPING ON, NOT UP
The Smiths, also age 60 and
retired, spend even more than the
Joneses do, but without adequate
resources to fund them much longer.
While their $25 million would be
sufficient for many, the Smiths
live in a high-cost area and are
overspending every year, which
means they are drawing down
proportionally more and more of
their assets. They have no heirs to
leave assets to, but even if they both
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A strategic plan
should be reviewed
regularly, especially
during times of change

If, however, the Smiths moved to
a low-tax state and reduced their
spending by 25%, their outlook
brightens considerably and their

financed assets maintain them
through their early 90s. Moving
away from their neighbors would
be an adjustment, but the tradeoff
would allow the Smiths to preserve
their savings and maintain assets
to weather their later years. It’s
important to note that their spending
remains high even with these
compromises. If the Smiths live into
their 90s, well within the realm of
possibility, they would be left in a
financial predicament. Regularly
reviewing their financial plan would
help the Smiths address their financial
situation and goals.

INVESTING FOR LONGER LIVES
The Garcias, age 50, are at peak
earnings in their respective careers.
Together they have saved $15 million,

Investing for longer lives
Chart assumptions: $15 million of investible assets. $650,000 annual spend rate, growing with inflation at 3%. In Scenario 2,
annual pre-tax income is $800,000 per year for eight more years. Both scenarios assume a total return of 6.3%, of which 2.5%
is yield (72% taxable) and 3.8% is appreciation based on a balanced asset allocation.* We have assumed the highest federal
tax bracket and a 5% state tax bracket in both cases.
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which they believe is more than
enough to cover their lifetime
expenses. They want to retire now
so they can spend more time with
their children and care for their aging
parents. However, the Garcias are
likely to live even longer lifespans
than their parents, possibly for another
40 years.5 Retiring too young could
leave them financially exposed.
Working for eight more years could
provide the family with greater
security, allowing their financial assets
to last almost 10 more years. If the

1, 4
2, 3, 5

*

Garcias want financial protection for
their 90s, or if they feel strongly about
leaving assets to heirs, they should
work even longer or consider a reduction
in spending.

giving tradeoffs – can ensure that even
the longest lives can be financially
comfortable.

Ashley Ferriello is a Managing Director

This is not “set it and forget it.”
A strategic wealth plan should
be reviewed regularly, especially
during times of change, and against
a wide range of goals and market
assumptions. Thoughtful, flexible
planning and investing – as well as
making appropriate spending and

and Wealth & Fiduciary Advisor at Evercore
Wealth Management and Evercore Trust
Company, N.A. She can be contacted
at ferriello@evercore.com.

https://www.cdc.gov/nchs/fastats/life-expectancy.htm
https://scholar.harvard.edu/files/cutler/files/jsc160006_01.pdf

Analyzing expected investment returns across asset classes, as well as potential market drawdowns, helps to determine an appropriate asset
allocation. Understanding goals, circumstances and appetite for risk is equally important. The intersection of the two is where thoughtful planning
and investing meet. Evercore Wealth Management’s 10-year, pre-tax expected return assumptions are as follows – Defensive Assets: 2.7%, Credit
Strategies: 5.2%, Diversified Market Strategies: 4.8%, Growth Assets: 8.0%, Illiquid Assets: 12.3%. Every Evercore Wealth Management portfolio is
customized and constructed to meet specific goals. A balanced asset allocation assumes 1% Cash, 22.5% Defensive Assets: 7.5% Credit Strategies, 9%
Diversified Market Strategies, 50% Growth Assets and 10% Illiquid Assets.
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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).
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