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There are reasons for this contradiction, 
of course, notably the recent spike in 
inflation and the prospect of rising 
interest rates, which are addressed in 
this issue of Independent Thinking – 
and now a major geopolitical shock 
in eastern Europe. But over the years, 
we have learned a thing or two about 
change. That’s why we work to construct 
flexible wealth plans and resilient 
portfolios intended to limit drawdowns 
and to produce reasonable, risk-adjusted 
returns, in all market conditions.

The first and most important step for 
investors is to acknowledge that these 
are challenging times and hang in 
there, come what may. Equity markets 
generally recover as the world returns to 
order, illustrated on page 23.

Second, and specifically to investing, 
let’s deal with this change in the full 
context of our decade of remarkable 
gains. Thanks to a rare show of partisan 

resolve and an accommodating Federal 
Reserve, the U.S. economy barely 
missed a beat throughout the pandemic, 
and investors enjoyed spectacular 
stock market growth. Those of us who 
are retired or working remotely and 
sheltering in our own homes saw our 
balance sheets improve dramatically.  
We spent less and saved more, while our 
assets, including the homes in which we 
sheltered, soared in value.

As we look ahead and deal with this 
market correction, along with a period 
of inflation and rising interest rates, 
it is important to take the time to 
reexamine goals and appetites for risk 
and liquidity. As I talk with our clients, 
some common themes emerge. Here’s 
an example:

A couple, let’s call them the Smiths,  
had $20 million in liquid assets when 
they began working with us in our  
New York office in 2017, when the  

S&P 500 was less than 2,500. They 
were comfortable with some degree 
of risk but were willing to forfeit some 
prospect of return to protect their 
portfolio against substantial market 
drawdowns – an approach that kept 
them sanguine during the COVID-19 
drawdown, illustrated on page 21. 
In keeping with their risk tolerance, 
we continued to actively rebalance 
their portfolio, trimming equity gains 
as tax-effectively as possible, while 
adding to defensive and illiquid asset 
allocations. They have spent about 
5% of their portfolio a year, but the 
market has more than made up for 
that, and they now have $25 million in 
investable assets even after the S&P 
500 has fallen close to the 4,200 level 
in the current market drawdown.

Here’s a paradox: In the two years in which we have wrestled with a global pandemic 
and its myriad related issues, the S&P 500 soared, rising 120% from the initial 
shutdown shock. Now, just as the virus may be downshifting to endemic, the market 
and world is becoming more volatile.

Now What?  
Time to Revisit Goals
 By Jeff Maurer

Let’s prepare for change 
after remarkable gains.
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Hang In There
Average Bear Market Time to Recovery 

Note: Recovery measured by time from trough to reaching the prior peak. 
Number of days includes weekends and holidays. Bear markets are defined as declines of 20% or more. 
Source: Ed Yardeni Bull & Bear Market Tables, March 22, 2020
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As we recently sat down with the 
Smiths to review their accounts and 
our investment outlook, we came to 
the joint realization that they can 
now afford to explore more options, 
even taking into account the current 
volatility. The overall growth in their 
assets over the past five years has made 
them confident about their own future, 
able to withstand and exploit market 
fluctuations. They are now considering 
using a portion of their unified gift and 
estate tax credit and giving a portion of 

their still very appreciated securities to 
their children and grandchildren, letting 
the funds recover and grow for the next 
generation free of future estate tax. 
They can hedge their gifting through a 
Spousal Limited Access Trust, or SLAT, 
which would enable them to remove the 
assets from their taxable estate while 
allowing one spouse to have future 
access to the trust funds.

It’s important to note that the Smiths 
are able to consider taking on a little 

more illiquidity risk because they 
have over 25% of their portfolio in 
cash and defensive assets, enough to 
cover spending and capital calls for 
five years. Based on our capital market 
assumptions, we believe investing 
in illiquid growth opportunities can 
produce returns that exceed liquid 
growth equities by 3%-4% annually.  
The Smiths are also prepared to put 
some of their cash to work now,  
adding to quality shareholdings at  
more advantageous prices. 

Perspectives on Wealth

120%
The cumalitive total return growth  
of the S&P 500 March 23, 2020  
to January 3, 2022



Current 10-Year Expected Return Assumptions  
(5 Years Prior) Current Pre-Tax After-Tax After-Tax Real

Cash 2.4% 2.0% 1.2% -1.1%

Defensive Assets 2.9% 2.3% 2.3% 0.0%

Credit Strategies 5.0% 3.8% 2.2% 0.0%

Diversified Market Strategies 5.4% 4.0% 2.5% 0.3%

Growth Assets 7.0% 6.1% 4.7% 2.4%

Illiquid Alternatives 11.5% 10.0% 7.2% 4.9%

Neutral Policy Allocation Capital Preservation Balanced Capital Appreciation Cap App 20% Illiquids

Cash 10.5% 9.0% 5.5% 5.5%

Defensive Assets 38.0% 23.0% 10.0% 10.0%

Credit Strategies 9.0% 8.0% 7.0% 7.0%

Diversified Market Strategies 0.0% 0.0% 0.0% 0.0%

Growth Assets 32.5% 50.0% 67.5% 57.5%

Illiquid Alternatives 10.0% 10.0% 10.0% 20.0%

Neutral Policy Returns & Drawdowns Capital Preservation Balanced Capital Appreciation Cap App 20% Illiquids

Pre-Tax Return 4.4% 5.1% 5.7% 6.1%

After-Tax Return 3.4% 3.9% 4.3% 4.6%

After-Tax Real Return 1.2% 1.6% 2.1% 2.3%

EWM Estimated Maximum  
Drawdown Estimate -18% -25% -32% -31%

Source: Evercore Wealth Management 

Source: Evercore Wealth Management 
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Asset Returns*

Asset Allocation Summary* 

Our Current Market Assumptions
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Event (Date sell-off began) Sell-off�Duration
(Trading Days)

Sell-off�Size
(%)

1 Month  
from Bottom

Invasion of Grenada  (October 17, 1983) 15 -3.3 2.7

Bombing of Libya  (April 22, 1986) 20 -3.7 3.2

First Gulf War  (December 14, 1990) 24 -8.2 18.0

Kosovo Bombing  (March 22, 1999) 3 -2.7 6.5

9/11 Attacks  (September 11, 2001) 9 -11.7 10.7

Iraq War  (March 24, 2003) 6 -4.7 8.6

Intervention in Libya  (February 21, 2011) 18 -6.8 6.4

Annexation of Crimea  (March 7, 2014) 6 -2.7 1.0

Intervention in Syria  (September 19, 2014) 20 -8.7 7.2

Taliban Takeover of Kabul  (September 7, 2021) 20 -5.7 7.1

Note: Data reflects MSCI All Country World from 1988 to present and MSCI World proior to February 1988. All returns reflect price changes in U.S. dollars.
Source: MSCI Inc. and Thomson Reuters Datastream. MSCI data provided “as is” without any express or implied warranties. Cambridge Associates.

*The assumptions on the opposite page include 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. No representation, warranty or undertaking is made as to the reasonableness of the 
assumptions made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance 
that the future performance of any specific investment, investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any 
corresponding indicated performance level(s), or be suitable for your portfolio. The expected performance results do not reflect the impact that material economic and market 
factors may have on Evercore Wealth Management’s future decision-making. Model performance results cannot completely account for the impact of financial risks associated 
with actual market conditions. These returns should not be considered as indicative of the skills of the investment adviser. A client’s actual return will be reduced by the advisory 
fees and any other expenses which may be incurred in the management of an investment advisory account. 
 
Estimates for each asset class are based on proprietary Evercore Wealth Management research and both historical return data and on various forward looking forecast from 
accepted government agencies and private forecasters. 10-year return forecast is based upon a balanced account asset allocation. Returns are based on the these assumptions. 
After-Tax assumptions: Cash and Credit Strategies taxed at ordinary income rate. Defensive Assets are exempt from taxes. Growth Assets taxed at long-term capital gains rate. 
Diversified Market Strategies is taxed at a weighted average rate of 25% capital gains and 75% ordinary income. Illiquid Assets is taxed at a weighted average rate of 25% ordinary 
income and 75% capital gains. After-tax real returns are net of inflation. The maximum drawdown metric refers to the worst-case scenarios for a trading period, usually between 
a peak and trough for the market, including the following events: +200bps parallel shift in U.S. Treasury curve, +300bps parallel shift in credit spreads (OAS), 40% decline in 
global equity markets and +300% increase in the VIX Index. Asset class allocations may change. Returns are based on performance of certain well-known and widely recognized 
indices. There is no representation that such index is an appropriate benchmark for such comparison. In addition, the Advisor’s recommendations may differ significantly from the 
securities that comprise the indices. Please consult your Evercore Wealth Management advisor for additional information.
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Of course, the right plan and the right 
investment portfolio will be as unique 
as the family it serves. The Smiths are 

considering taking on more risk. For others, 
sitting tight or taking less risk may be 
the appropriate solution at present. But I 
hope that all of us who are living through 
this extraordinary, paradoxical time will 
consider a thoughtful review now with 
trusted advisors.

Jeff�Maurer is the Chairman of Evercore 
Wealth Management and Evercore  
Trust Company. He can be contacted at 
maurer@evercore.com.

A SLAT allows a married 
couple to hedge gifting.

Equity Declines Following Geopolitical Events Were Mild and Short-lived
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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 it 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. The S&P 500 is a market-
capitalization weighted index that includes the 500 most widely held companies chosen with respect to market size, liquidity, and industry. 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). Any references made to awards or 
rankings are not an endorsement by any third party to invest with EWM and are not indicative of future performance. Current or prospective clients should not rely 
on awards or rankings for any purpose and should conduct their own review prior to investing.
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