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W E L C O M E

explores the unique fi nancial concerns 
of losing a spouse, and our Spotlight 
interview (“Changing Times,” page 18) 
features fascinating commentary 
by Regions’ newest board member, 
Ruth Ann Marshall, on the career and 
fi nancial concerns facing women today.

While this issue of Insights focuses on 
women, the lessons are universal, offering 
relevant information to any reader. Your 
Regions Wealth Advisor can help you 
better plan for the future by providing 
the Regions Wealth AssessmentSM — 
a thorough review process that takes a 
three-dimensional view of fi nancial risk 
across all aspects of your life.

We hope you enjoy this issue of Insights. 
And, as always, we look forward to having 
a greater opportunity to serve you.

Sincerely,

ith our second issue of 
Insights magazine, we 
want to provide you with 
a timely and timeless 

resource. Insights is an avenue not only 
for communicating with our clients, but 
also helping them approach challenging 
fi nancial times. We see this magazine as 
an investment in you — an opportunity to 
enrich your understanding of how to build 
and preserve your fi nancial well-being.

In this issue, we highlight market 
performance during presidential election 
years, as well as subjects that may affect 
your fi nancial future, such as potential 
2013 tax changes and the rising costs 
of long-term care. Our team at Regions 
Private Wealth Management is ready to 
assist with any questions you may have.

This issue of Insights also contains 
several articles that focus on women’s 
fi nancial preparedness. Did you know 
that women will control two-thirds of all 
U.S. assets by 2030? That’s an exciting 
and staggering reality. At Regions, we 
want to help empower women to become 
informed decision makers in their 
fi nancial future, no matter where life takes 
them. Our cover story (“The Changing 
Face of Wealth,” page 7) explains steps 
that couples and unmarried women can 
take to better protect their fi nances and 
estates. “Looking Beyond” (page 15) 

A LOOK TO 
THE FUTURE

NICHOLAS A. STONESTREET
E XECUTIVE VICE PRESIDENT
REGIONS PRIVATE WE ALTH MANAGEMENT

“Did you know 
that women 
will control 
two-thirds of 
all U.S. assets 
by 2030? That’s 
an exciting 
and staggering 
reality.

”
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Wealth Intelligence Investment and income taxes could 
rise significantly in 2013; women’s buying power is increasing; 
how U.S. stocks perform in election years; and making sure you 
are prepared for future long-term care costs. p4

Cover Story The Changing Face of Wealth
Women are expected to control two-thirds of U.S. wealth by 2030. 
Couples can take steps to better protect their financial future, 
and women can empower themselves. p7

Regions’ Perspective Taking the Reins
Women are already taking a more active role in managing their 
families’ wealth — and it’s paying off. Here’s how your Regions 
Wealth Advisor can help you take the next steps. p12

Your Business GRAT Opportunity
Today’s economic environment offers an opportune time to 
consider using a grantor retained annuity trust to transfer 
business assets to family with minimal tax consequences.  
We explain why and how to use GRATs effectively. p13

Legacy Looking Beyond
The odds of widowhood are unfortunately high for many women 
today. But couples can take steps to make the transition easier. p15

In Retirement Retire With Confidence
Affluent retirees today need to think differently about asset 
allocation. Here’s a look at the considerations and how to design 
an allocation strategy that’s right for you. p17

Spotlight Changing Times
Ruth Ann Marshall, Regions’ newest board member and former 
MasterCard executive, explains financial trends and challenges 
faced by women today. p18

The information provided in this publication is general in nature and should not be interpreted as legal, tax or other professional advice to any person regarding any of the topics covered in this publication. 
Professional advice and conclusions can differ based upon different factual circumstances and events, and a professional should be consulted if any specific advice or guidance is needed on any of these topics. 

© 2012 Regions Bank | Equal Housing Lender | Member FDIC | 1-800-826-6933

Investment and Insurance Products:
 Are Not FDIC Insured           Not a Deposit           May Go Down in Value           Not Bank Guaranteed           Not Insured by Any Federal Government Agency

 EMAIL 
COMMENTS, SUGGESTIONS AND IDEAS TO 
REGIONSINSIGHTS@REGIONS.COM

P7 THE CHANGING 
FACE OF WEALTH

P15  
LOOKING  
BEYOND 

P13 GRAT  
OPPORTUNITY



R E G I O N S  I N S I G H T S   F A L L  2 0 1 24

W E A L T H  I N T E L L I G E N C E

C
A

R
O

L
IN

E
 T

O
M

L
IN

S
O

N

B Y  T H E  N U M 6 E R S

2013: A New  
Tax Landscape?

High-net-worth households could see their 
taxes rise significantly in 2013, unless 
Congress takes steps to alleviate them.  
It’s worth exploring how your financial 

situation could be impacted by rising taxes and plan 
ahead in case they do rise.

INCOME  
OR TAX TYPE

2012  
TOP RATE

%  
CHANGE

2013  
TOP RATE

CAPITAL GAINS 15% + 66.7% 25%*

QUALIFIED DIVIDENDS 15% + 197.3% 44.6%*

EARNED INCOME 36.45% + 18.4% 43.15%*

GIFT TAXES** 35% + 57.1% 55%

ESTATE TAXES** 35% + 57.1% 55%

SOURCES: NATIONAL LAW REVIEW, TAX FOUNDATION

Two new taxes introduced to help pay for federal 
health-care reform could especially affect high-earning 
households starting in 2013. Individuals with modified 
adjusted gross incomes (MAGI) of more than $200,000 
and couples filing jointly with MAGI of more than 
$250,000 annually face a new 3.8% surtax on net 
investment income. This surtax will be levied on capital 
gains, interest payments, dividends, annuities, rents 
and royalties on investment income above the $200,000 
or $250,000 threshold. An additional 0.9% tax will be 
added on earned income above those same levels. 

* FACTORS IN A MARGINAL INCOME TAX CHANGE, DUE TO DECREASE IN VALUE 
OF ITEMIZED DEDUCTIONS, THE 3.8% INVESTMENT INCOME SURTAX AND THE 
0.9% STEALTH TAX.  **THE GIFT AND ESTATE TAX EXEMPTION LIMITS ARE ALSO 
SCHEDULED TO FALL FROM $5.12 MILLION IN 2012 TO $1 MILLION IN 2013.

YOU MAY WANT TO HOLD 
OFF TAKING ACTION to 
address possible tax 
increases until it’s clear 
they will happen. But 
here are some possible 
tax-alleviating strategies 
to consider for the future:

  Reducing exposure 
to dividend-paying 
investments.

  Selling investments 
before year-end in  
order to pay 2012 
capital gains rates.  
A $100,000 capital 
gain will face up to a  
$25,000 tax (including  
the 3.8% surtax and 
a 1.2% increase due 
to a reduction in the 
value of itemized 
deductions) starting in 
2013, compared with 
a $15,000 tax today.

  Converting to a Roth IRA. 
This allows you to pay 
today’s income tax 
rates on the converted 
amount and, since the 
converted amount is 
added to your income, 
helps you avoid 
triggering the 3.8% 
surtax by converting 
in future years.

  Setting up a defined 
benefit plan that  
allows you to make 
large tax-deductible 
contributions in 2013 
and beyond to reduce 
your exposure to the 
3.8% surtax.



THE PAY GAP IS NARROWING

About 40% of 
wives out earn 
their husbands2

Female college grads 
still earn an average 
81 cents on the 
dollar to men3

By comparison, women’s 
median earnings were 
about 62% that of 
men’s in 19793
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Election Years 
& Market Rallies 
THE S&P 500 has clocked an impressive 11% average annual return during presidential 
election years since 1928. But given continuing high unemployment, the debt crisis still 
unraveling in Europe and lingering concerns about the U.S. economy, some market analysts 
question whether it can pull that off this year.  

SOURCE: IBBOTSON® SBBI® CLASSIC YEARBOOK 2012  *THROUGH 8/31/12

S&P 500 RETURN, 1928 – 2012*
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BUYING POWER OF WOMEN
Marketers spend much of their time trying to appeal to women, and understandably: Surveys indicate women do the bulk 
of consumer spending. And by all accounts, their purchasing power continues to rise considerably in comparison to men’s. 

57%

60%

40%

81¢

62%

73%

WOMEN CONTINUE TO 
OUTNUMBER MEN IN 
COLLEGE GRADUATION RATES

They earn 57% 
of all college 
degrees and 60% 
of all master’s 
degrees1

THEY SPEND MORE

Women accounted 
for $12 trillion of 
the $18.4 trillion in 
global spending 4

Moreover, 73% of U.S. 
women surveyed 
reported “controlling” 
spending in their 
household4

Why?
SOME ANALYSTS 
BELIEVE election-
year rallies are 
sparked by 
economic stimulus 
measures enacted 
by Congress and 
the President in 
the years before 
elections, helping 
spur confidence.

1 “2011 DIGEST OF EDUCATION STATISTICS,” NATIONAL CENTER FOR EDUCATION STATISTICS, U.S. DEPARTMENT OF EDUCATION. 2MUNDY, LIZA, THE 
RICHER SEX: HOW THE NEW MAJORITY OF FEMALE BREADWINNERS IS TRANSFORMING SEX, LOVE AND FAMILY, SIMON & SCHUSTER, 2012 3“HIGHLIGHTS 
OF WOMEN’S EARNINGS IN 2010,” U.S. BUREAU OF LABOR STATISTICS, JULY 2011. 4A GLOBAL SURVEY BY BOSTON CONSULTING GROUP, AUGUST 2009.

12 trillion
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YOUR REGIONS 
WEALTH ADVISOR 

CAN GUIDE YOU 
THROUGH THESE 

STEPS AND EXPLAIN 
HOW TO BETTER 

SHIELD YOUR  
FAMILY’S FINANCIAL 

RESOURCES FROM 
THE POSSIBILITY  

OF EXTENSIVE 
HEALTH-CARE NEEDS 

IN THE FUTURE. 

CARE COSTS

The Long-Term Care Puzzle
The median prices of long-term care services in the U.S. in 2012:

Odds are good that you 
or a spouse will need 
long-term care during 
your lifetimes. According 
to the Medicare program, 
40% of people age 65 
or older spend time in a 
nursing home, and 10% of 
those will reside there five 
or more years.1 Many others 
rely on assisted living and 
in-home care services.

Here are steps that can 
help ensure your future 
care needs will be met 
— and your family’s 
wealth better protected 
— broken down by 
recommended age: 

20s – 40s:
APPOINT A DURABLE 
POWER OF ATTORNEY 
FOR HEALTH CARE.  
Even as a young or middle-
aged adult, it’s important 
to have someone lined 
up who can help you  
navigate your medical 
affairs if you become sick 
or disabled and cannot 
make such decisions 
yourself. Though it’s 
unlikely you will need it 
at such a young age, it’s 
an important protective 
measure in case you do.

DRAFT A LIVING WILL. 
This document lays out 
your wishes if you become 
ill or disabled and can’t 
communicate with doctors; 
your power of attorney 
cannot override it, so this 
provides you greater control 
over how your future 
health care is handled. 

50s:
CONSIDER WORKING 
WITH AN ELDER CARE  
ATTORNEY. He or she can 
walk you through the 
key steps of planning for 
long-term care, including 
protecting financial  
resources, preparing  
legal documents in case 
you become ill or disabled 
and evaluating facilities and 
assistance programs in 
your community. 

EVALUATE LONG-TERM 
CARE INSURANCE.  
Consider purchasing a 
policy that provides  
coverage for several types 
of long-term care, including 
nursing home care, adult 
caregiving and in-home 
care. Even if you have 
financial resources to 
cover these costs, insurance 
may protect your family’s 
estate and minimize  
financial risks.

60s+:
MAKE PLANS. It’s worth 
preparing for the possibility 
of you or a spouse needing 
long-term care, even if 
you’re unsure you will. 
This can include evaluating  
long-term care facilities  
and services in your  
community and discussing 
details with your power 
of attorney and family 
members. 
1MEDICARE.GOV

FACILITY TYPE COST CHANGE SINCE 2011

SEMI-PRIVATE SKILLED NURSING HOME $200 / day +3.6%

PRIVATE SKILLED NURSING HOME $222 / day +4.2%

ASSISTED LIVING (SINGLE OCCUPANCY) $3,300 / month +1.2%

HOME HEALTH AIDE $19 / hour 0%

HOMEMAKER SERVICES $18 / hour 0%

ADULT DAYCARE $61 / day +1.7%

SOURCE: GENWORTH FINANCIAL, “COST OF CARE SURVEY 2012.”

C
A

R
O

L
IN

E
 T

O
M

L
IN

S
O

N



F A L L 2 0 1 2 R E G I O N S  I N S I G H T S 7

M
A

R
T

IN
 B

A
R

R
A

U
D

C O V E R  S T O R Y

THE 
CHANGING 

FACE OF 
WEALTH

Women are 
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increasing portion 
of U.S. assets. 
Are you ready 
for the future?
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Managing money has long been viewed as the domain of men, 
who held the bulk of assets. But the world is changing, and 
women are quickly gaining ground when it comes to fi nancial 
status.  In 2009, women held 

about one-third of U.S. wealth — an amount 
expected to grow by 8% annually through 2014, 
according to The Boston Consulting Group.1 
By 2030, women will likely account for about 
two-thirds of U.S. wealth. The primary reason 
for this shift is sheer longevity. About 70% 
of baby boomer wives can expect to outlive 
their husbands and inherit the couple’s assets, 
often living another 15 to 20 years, according 
to the U.S. Administration on Aging.2

Additionally, the income divide between 
men and women has narrowed, as more 
women earn college and graduate 
degrees, start businesses and move 
up the executive ranks. A recent 
study by Georgetown University’s 
McDonough School of Business 
found that women account for about 
14% of executive positions at the 
largest U.S. companies and 5% at 
mid-cap companies.3 While still far 
outnumbered by men in the top ranks 
of corporate America, women’s repre-
sentation in leadership roles has grown 
slowly but steadily since the 1970s. 



By 2030, women will 
likely account for 
about two-thirds 

of U.S. wealth.
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These trends have myriad impli-
cations for how families manage 
their wealth and plan for the future. 
Research has shown that women 
lag behind men in knowledge of 
fi nancial products and investments 
and feel less confi dent managing 
their families’ wealth and estates. 
(See “Men, Women & Finances” on 
page 10 for details.)

Given this challenge, there are 
steps that women and their families 
can take to close the wealth-manage-
ment gender gap and help ensure 
their financial situation is well 
positioned for the future. 

ORGANIZE THE ESTATE
It’s critical to make sure that fi nancial 
accounts are set up properly and are 
accessible to both spouses in case of 
an unforeseen event or death. Both 
spouses should know the location of 
account numbers, contact details 
and other relevant information about 
bank and investment accounts,
insurance policies and estate-
planning documents. 

Keeping updated records and 
reviewing benefi ciary designations on 
all retirement accounts on a regular 
basis with a fi nancial advisor can 
also help ensure that both spouses 
inherit the wealth effi ciently and 
have the fi nancial resources they will 
need if the other spouse predeceases 
them. These designations typically 
override the benefi ciaries named in 
the will, if the two differ.

Understanding current estate-
planning regulations also is critical. 
For instance, married women will 
want to know the basic steps they 
may need to take to make certain 
that their husbands’ individual 
estate tax exemption passes to them. 
They should also understand what, 
if any, estate taxes may be imposed 
by the state in which they live. They 
should have the contact information 
for the couple’s estate attorney, who 
can help ensure the necessary steps 
are taken at the correct time.

FIND THE RIGHT SOLUTIONS
Since chances are good that a wife 
will outlive her husband, it’s worth 
exploring ways to transfer the wealth 
to her smoothly and prevent any 
potential complications. A number 
of estate-planning techniques can 
ensure that a widow retains the 
resources needed to maintain her 
lifestyle, as well as reduce estate tax 
obligations upon her husband’s death.

Trusts: Certain trusts can help reduce 
the surviving spouse’s estate tax 
burden. One example is an irrevocable 
life insurance trust, or ILIT. 

Typically, the proceeds from a life 
insurance policy are included in the 
policyholder’s estate when calculating 
the federal estate tax. One way to 
avoid this is to set up and transfer 
ownership of the policy to an ILIT. 

If a husband predeceases his wife, the 
insurance proceeds can be deposited 
within the ILIT, where they are 
removed from the estate. 

Before establishing an ILIT, you’ll 
want to consider a few provisions. 
The owner of the policy relinquishes 
control once it is placed in the trust. 
If an existing life insurance policy is 
transferred to an ILIT and the former 
policyholder dies within three years 
of establishing the trust, the proceeds 
may be subject to estate tax. 

Another option is setting up a 
bypass trust. This is often used for 
assets that parents plan to pass on 
to their children after the second 
spouse passes away.  This technique 
allows the deceased spouse’s estate 
tax exemption to be fully used while 
permitting the surviving spouse to use 
the assets during his or her lifetime.  
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At the death of the second spouse, 
the assets of the bypass trust pass to 
the children free from estate tax.

Pensions and Social Security:  
Employer pensions can offer several 
different benefit-payout options, 
including a single-life annuity that 
only lasts through the death of the 
employee and a joint and survivor 
annuity, which lasts through the life-
time of both spouses. Evaluate these 
elections to ensure both spouses will 
be financially protected and look for 
ways to maximize the payout. 

Social Security retirement benefits 
will generally account for a small 
portion of many high-net-worth 
couples’ financial resources. Even 
so, it makes sense to understand how 
the payments are calculated and 

23% of men said they were “VERY 
KNOWLEDGEABLE” about 
financial products and investments, 
compared with 10% of women.

Meanwhile, 28% of women  
considered themselves “NOT VERY 
KNOWLEDGEABLE,”  
compared with 14% of men.

In first quarter 2012, 37% of  
women TOOK A RISK  
TOLERANCE ASSESSMENT 
to determine their investment strategy, 
compared with 57% of men.

The information contained herein is general in nature and is not meant as and should not be construed as investment, legal or tax advice, nor 
does its appearance imply an endorsement by Regions Private Wealth Management of any specific investment, legal or tax strategy. It is provided 
for educational purposes only and is not intended to serve as the primary or sole basis for your investment, financial or tax-planning decisions. 
An investor's best course of action must be based on individual circumstances. Consult an investment, legal or tax professional as to how this 
information applies to your specific legal, financial or tax situation.

MEN, WOMEN &  FINANCES
SEVERAL STUDIES HAVE EXPLORED the varying ways in which men and women approach financial decisions and issues.  
Millionaire Corner, an online publication of the Spectrem Group, found in surveys this year that4:

when they can start. For instance, the 
age at which the widow or widower 
of an individual who earned Social 
Security may begin collecting survivor  
benefits may differ from the age at 
which his or her own retirement 
benefits can begin. 

Annuities: Given increased longevity,  
generating steady income that lasts a 
lifetime is an increasing concern for 
many couples and can help protect a 
widow who may lose some, or all, of 
her income after her spouse’s death. 
When purchasing an annuity, a couple 
or individual typically provides a 
lump-sum amount of money and, in  
exchange, receives a series of payments 
over the course of his or her lifetime. 

However, annuities do carry 
costs and come in many structures. 

So it’s important to work with a 
trusted advisor to compare the options 
and determine which ones provide 
the right income strategy for your 
personal situation. 

UNDERSTAND THE BASICS
Beyond protecting their long-term 
financial health, it’s become ever 
more important that women have at 
least a broad understanding of how 
to manage their wealth. As more 
women live into their 90s, delay or 
forgo marriage or get divorced, the 
odds that they will need to fend for 
themselves financially at some point 
in life are increasing.  

This means understanding the 
risks and rewards of investing,  
asset allocation and estate planning. 
It also means feeling confident 
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MANAGEMENT EXPERIENCE FOR WOMEN,” THE BOSTON CONSULTING GROUP, JULY 2010.
2”OLDER WOMEN,” ADMINISTRATION ON AGING, MAY 2000.
3“WOMEN IN LEADERSHIP: A LOOK AT COMPANIES IN THE S&P MID-CAP 400 INDEX, 2000 – 2010,” GEORGETOWN UNIVERSITY, MCDONOUGH SCHOOL OF BUSINESS. 
42012 PHONE SURVEYS OF 1,150 INDIVIDUALS IN A RANGE OF WEALTH LEVELS, MILLIONAIRE CORNER, SPECTREM GROUP.
5 BARBER, BRAD M. AND TERRANCE ODEAN, “BOYS WILL BE BOYS: GENDER, OVERCONFIDENCE, AND COMMON STOCK INVESTMENT,” UNIVERSITY OF 
CALIFORNIA-DAVIS, 2001.

6FISHER, PATTI J., “GENDER DIFFERENCES IN PERSONAL SAVING BEHAVIORS,” JOURNAL OF FINANCIAL COUNSELING AND PLANNING (VOLUME 21, ISSUE 1), 2010.

A 2010 STUDY6 analyzed how women and men approach risk and saving differently: 

58% of women indicated they  
were NOT WILLING TO  
ASSUME FINANCIAL 
RISK, compared with 40%  
of men. 

24% of men versus 12% of women 
reported HAVING A HIGH  
RISK TOLERANCE.

40%  of men said they 
SAVE REGULARLY, 
compared with 38%  
of women.

enough to make financial decisions 
independently.

A study by two University of Cali-
fornia researchers found that, once 
financially educated, women often do 
as well as — if not better than — men 
in investing and managing wealth. 
When it comes to stock trading, the 
study found men tend to act more 
impulsively and, in the process, reduce 
their overall investment returns 
when compared to female investors.5

While there are many resources 
to help women become better finan-
cially educated and prepared, your 
Regions Wealth Advisor can help you 
and a spouse review your financial 
plans and estate arrangements to 
ensure they are positioned to protect 
and preserve your wealth today and 
into the future. 

About 70% of baby boomer 
wives can expect to outlive 
their husbands and inherit 
the couple’s assets.
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R E G I O N S ’  P E R S P E C T I V E

BY DEE GAMBILL

AREA WEALTH EXECUTIVE, 
REGIONS PRIVATE  
WEALTH MANAGEMENT  
IN MOBILE, ALABAMA

TAKING THE REINS
A friend, a woman who had been out of the 
traditional working world for some time, 
called one day and asked to come talk about 
her husband’s plans to retire within the 
next year. She wanted to discuss various 
options available to them — annuity  
payments from a pension versus lump-
sum payout, a national provider versus 
someone local, a brokerage firm versus 
an investment advisor. She also wanted 
to learn about their investments, such as 
what income they could expect to receive 
each year and how much they might  
reasonably be able to leave their children.

A client in very different circumstances 
also called, wanting to meet. She was the 
beneficiary of a sizable trust, left to her by  
her late husband, which would go to her 
children at her death. She needed most of 
the trust’s income stream to replace her 
deceased husband’s salary, but she didn't 
want her children to have to wait for their 
inheritance. And she wanted to know 
if there was any way to supplement her 
children’s income now.

A bank customer wanted to know if we 
could provide some planning help. She and 
her husband — both professionals about 50 
years old and in a second marriage — were 
beginning to think about their future. 
They wanted to make sure that they’d have 
enough in retirement to continue to enjoy 
their current lifestyle and do some traveling, 
and they wanted to leave their children a 
nice inheritance. They both had very good 
incomes but little set aside for retirement, 
not much liquidity, several real estate  

investments and a number of associated 
debts. She wanted help coming up with a 
plan to get out of debt and to set aside enough 
in investments to maintain their lifestyle 
upon retirement within the next 15 years.

WHAT DO ALL OF THESE WOMEN 
HAVE IN COMMON? They are all women 
who have or will likely inherit significant 
wealth in their lifetimes. Women today 
control over 33% of U.S. wealth, and about 
$12 trillion globally. This wealth is expected 
to continue to grow, driven in part by 
salaries and bonuses as more women enter 
the professional workforce or because 
they inherit funds from their spouses due 
to women's longer life expectancy.

Women as a whole, whether working 
or not, are better educated than previous  
generations and are becoming more 
knowledgeable about  — and taking a more 
active role in — personal financial matters. 
Research indicates that when dealing 
with finances, women tend to plan more 
thoroughly and focus more on long-term 
goals rather than be distracted by short-
term performance. They set clear goals, 
ask for assistance and are eager to learn. 
Additionally, they want to work with some-
one with whom they can develop a long-term 
relationship. Taken all together, these things 
position many women to make a significant 
impact on the long-term financial success 
and well-being of their families — assuming 
they take an active role early enough to 
plan what they want to accomplish.

Women, like those in the previous 
examples, are wise to get involved and to 
seek advice from wealth professionals they 
trust. As you contemplate your financial 
future and that of your family, we hope 
you will work with one of our Regions 
Wealth Advisors to learn more about 
identifying and minimizing your risk 
through a Regions Wealth AssessmentSM.  
An RWA will take a complete, holistic look 
at your overall financial picture, giving 
you the peace of mind you’ll need — no 
matter what your future may hold. 

Women are 
assuming 
a more 
active role 
in financial 
decisions,  
and it’s  
paying off

Research indicates that 
when dealing with finances, 
women tend to plan more 
thoroughly and focus more 
on long-term goals rather 
than be distracted by  
short-term performance.
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GRAT OPPORTUNITY
Ultra-low interest rates and the distressed economy make it an 
appealing time to consider this estate-planning technique

minimize risk of the grantor’s death and capture the 
greatest period of the business’s appreciation. An 
alternative is using “cascading GRATs,” or consecutive 
short-term GRATs, which allow you to continually reap 
the GRAT benefits with lesser risk.B

usiness owners who have run their business  
for many years often face a dilemma: How 
do they pass the fruits of their labor 
along to younger generations of the family  
without triggering substantial gift taxes? 
One technique worth considering — especially 

for those not ready to hand over the reins completely — is 
establishing a grantor retained annuity trust.

A GRAT is a commonly used estate-planning strategy 
that allows you to essentially freeze the value of your 
business assets by transferring future appreciation to 
descendants with minimal gift tax consequences. It 
can be a particularly useful strategy if you expect the 
value of your business to grow, such as through higher 
revenues or a sale. 

THE BASICS
How it works: You make a one-time transfer of assets, 
such as company stock, into a GRAT, which carries a 
term of two or more years. In return, the GRAT pays 
you an annuity based on a rate chosen by you and your 
financial advisor. It can be a fixed annual percentage 
of the initial contribution or a fixed dollar amount that 
increases at regular intervals. The GRAT is irrevocable, 
meaning you cannot change the conditions or funding 
amount once it is established.

You are subject to gift taxes on the difference  
between the present value of the annuity payments and 
the value of the initial transfer of the business interests 
(or other assets). But GRATs are often designed so that 
the annuity pays back all of the contributed assets plus 
a small amount of interest. That means the GRAT is 
“zeroed out,” and you will owe no gift tax on the amount 
transferred to family members or other descendants.

As long as the assets grow beyond the IRS’s Section 
7520 “hurdle” rate — which sat at a historically low 
1.0% as of September 2012 1 — the appreciation passes 
to your heirs tax-free, either directly at the end of the 
term or through another trust.But if you die before the 
expiration of the GRAT term, the assets are returned 
to your estate and treated like any other assets  
subject to estate tax. 

These rules can make it attractive for business 
owners to use shorter-term GRATs, in order to 

PURSUING 
GROWTH
A look at how much 
could pass to a family 
federal tax-free  
using a $4 million 
three-year “zeroed 
out” GRAT:* 

A HYPOTHETICAL  
EXAMPLE OF HOW A  
GRAT CAN WORK : 

Tom Jones, owner of an 
auto parts maker, transfers 
$4 million of stock into a 
three-year GRAT that pays 
him an annuity of about 
$1.33 million annually. 

With the IRS hurdle rate at 
1.2% and an annual 10% 
growth rate of assets in 
the GRAT, at the end of the 
three-year term, $804,300 
is transferred to Tom’s two 
children. If the business 
grows 3% annually, however, 
only $150,400 will be passed 
along. Tom can determine 
whether to give up controlling 
interest in the business 
through the GRAT transfer, 
but he has at least moved 
some of the business value 
out of his estate.

* AMOUNTS CALCULATED USING LEIMBERG & LECLAIR’S  
NUMBERCRUNCHER SOFTWARE.

3%  
ANNUAL  
GROWTH:
$150,400

5% 
ANNUAL 
GROWTH: 
$325,900

10% 
ANNUAL 
GROWTH:
$804,300
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THE OPPORTUNITY
Today’s economic climate may be 
ideal for establishing GR ATs.  
The ultra-low IRS hurdle rate allows 
business owners to transfer more of 
their assets to descendants. Moreover, 
possible changes to gift and estate 
tax rules and exemptions could make 
GRATs less effective in the future. 
Today’s $5.12 million federal gift tax 
exemption is set to fall to $1 million 
in 2013, unless Congress takes action. 
The Obama Administration has also 
proposed changes that, if enacted, 
could lessen the estate-planning 
usefulness of GRATs by requiring 
them to have terms of at least 10 years. 

Owners who expect their business 
will recover nicely as the economy 
recovers, or are planning to sell or 
go public at a generous profit, could 
capture that appreciation within the 
GRAT so they can avoid owing gift 
taxes on the transfer to descendants.

CONSIDERATIONS
Not every business owner will 
benefit from a GRAT, of course, and 
other estate-planning techniques for 
reducing estate tax obligations may 
be better suited to you depending on 
your long-term goals.

If the assets inside the GRAT 
do not appreciate, they will revert 
back to you with no estate-planning 
benefit reaped. That’s not a huge 
risk beyond the time and money 
spent establishing the GRAT. It’s in 
your best interest, however, to make 
sure you’re establishing a GRAT 
at the right time and that it aligns 
with your total wealth-management 
strategy. 

1 IRS.GOV, APPLICABLE FEDERAL RATES FOR 
SEPTEMBER  2012.

The information contained herein is general in nature and is not meant as and should not be construed as investment, legal or tax advice, nor does its appearance imply an endorsement by 
Regions Private Wealth Management of any specific investment, legal or tax strategy. It is provided for educational purposes only and is not intended to serve as the primary or sole basis for your 
investment, financial or tax planning decisions. An investor's best course of action must be based on individual circumstances. Consult an investment, legal or tax professional as to how this 
information applies to your specific legal, financial or tax situation.

ALL IN THE FAMILY
GRATs are just one technique for passing along a business 
tax-efficiently to family members. Others include:

FAMILY LIMITED PARTNERSHIPS: 
This legal structure allows business owners to distribute shares 
of the business to their children by appointing them as limited partners. 
By doing so, they avoid the gift and estate tax implications that arise 
from giving shares outright. 

INTRAFAMILY LOANS: 
Today's ultra-low rates allow business owners to transfer business 
interest to their children or other descendants and be repaid by 
them at a very low rate. Any growth of the interest transferred 
above the repayment rate is essentially a tax-free gift.

A GRAT is a 
commonly used 
estate-planning 
strategy that 
allows you to 
essentially 
freeze the 
value of your 
business assets 
by transferring 
future 
appreciation 
to descendants 
with minimal 
gift tax 
consequences.

YOUR REGIONS WEALTH ADVISOR CAN HELP YOU EXPLORE YOUR OPTIONS AND DETERMINE 
WHICH BUSINESS-TRANSFER METHOD IS BEST FOR YOUR PARTICULAR SITUATION.
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IT’S A COMMON SITUATION: A wife relies on her husband to 
manage their fi nances, invest their savings and coordinate their 
estate plan. But when he passes away — sometimes suddenly — 
she’s left fi guring out how to do it all on her own.

“A surviving wife often faces an uphill battle trying to replace income that 
has been lost due to her husband’s death and take over fi nancial decisions at 
a time when she is consumed with grief,” says Tracey Armitage, CFA, vice 
president and portfolio manager for Regions Private Wealth Management. 
Being unprepared for the possibility of widowhood creates “signifi cant risk 
to her future fi nancial security,” she adds. 

And the probability of widowhood is very real. Women, on average, outlive 
men their age by about fi ve years, and some marry men several years older 
than themselves. In fact, about 40% of women age 65 and older are widows, 
according to the Administration on Aging.1

These statistics make it critical for couples to plan ahead and ensure that 
a wife can assume managing household fi nances, investments and an estate 
plan in case her husband predeceases her, Armitage says. 

LOOKING BEYOND

A 2012 study by 
the U.S. Government 
Accountability Offi ce 
found that widowhood 
tends to hurt women 
fi nancially more 
than men.2 After a 
spouse’s death:

HOUSEHOLD ASSETS 
FELL BY:

27% men
32% women

HOUSEHOLD INCOME 
FELL BY:

22% men 
37% women

40% of women age 65 
and older are widows1

1 “A PROFILE OF OLDER AMERICANS: 2011,” ADMINISTRATION ON AGING, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES, 2011.
2 “RETIREMENT SECURITY: WOMEN STILL FACE CHALLENGES,” U.S. GOVERNMENT ACCOUNTABILITY OFFICE, JULY 2012.

Widowhood is an 
unfortunate reality for 
many women. These 

steps can help couples 
better prepare for 

the possibility.
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PREPARING 
YOUR DIGITAL 
ESTATE
With more of our lives happening 
online, couples also must  
be prepared to access and 
manage online accounts after  
a spouse’s death.

TYPE OUT DETAILED STEP-BY-
STEP INSTRUCTIONS for accessing 
online accounts, including bank,  
investment, insurance and health-
care accounts. Make sure to keep 
updated passwords and user names.

STORE INSTRUCTIONS IN A FIRE-
PROOF LOCKED BOX. Also consider 
saving a copy on a flash drive and 
putting it in the box. Let your spouse 
know where to find it.

CONSIDER WEB SITES that make 
storing estate-planning documents 
and digital account information easier 
by releasing information to your des-
ignated beneficiaries after your death. 
These include LegacyLocker.com and 
AssetLock.net.

HERE ARE FOUR STEPS THAT CAN MAKE  
THE TRANSITION EASIER:

LEARN INVESTING BASICS. Some widows   
feel uncomfortable putting assets into 

anything other than cash instruments such as savings 
accounts or CDs because they’re unfamiliar with how 
stock and bond markets work. Both spouses should under-
stand, for instance, how asset allocation reduces risk and 
can help savings grow beyond the inflation rate so they 
don’t lose real value over time. Armitage says she’s helped 
widows become more comfortable investing by explaining 
how markets work, using a Regions Wealth AssessmentSM. 
The RWA process provides a comprehensive view of 
your financial picture, and your Wealth Advisor can help 
you and your spouse review, understand and determine 
an allocation plan that meets your needs. 

CREATE DETAILED ESTATE PLANS AND 
INSTRUCTIONS. Make sure your estate 

plan accounts for the possibility of one spouse outliving  
the other by several years. This includes reviewing 
employer pension benefits, Social Security, life insurance 
and the possibility of using trusts to transfer money 
tax-efficiently. But it’s also about ensuring that a wife 
can tap the income sources left for her, as well as change 
beneficiary forms and the will after her husband’s death. 
Couples can accomplish this by writing out detailed 
instructions for a surviving spouse to follow and including  
key information, such as account numbers and the advisors’  
and estate lawyer’s phone numbers. Instructions should 
also explain how to access online accounts. 

GET SAVING AND INVESTING  
EXPERIENCE. Firsthand experience 

saving and investing money can help a wife get a better 
handle on managing her family’s wealth later in life. 
One option, if she’s not working, is setting up a Spousal 
IRA, a retirement plan that can allow her to make tax-
deductible contributions, choose investments and follow 
account statements. 

REGULARLY MEET TOGETHER WITH 
ADVISORS. A useful way to ensure that 

both spouses are ready to inherit the couple’s wealth and 
manage it solo is for them to meet together, at least once a 
year, with their financial and legal advisors. Armitage says 
this will allow a wife to have input in financial decisions 
and ask key questions while her husband is living. She 
can feel comfortable knowing that both her and her 
husband’s financial needs are addressed, while allowing 
her to build a trusting relationship with their advisors. 
“The earlier wives get involved in making decisions, the 
better off they’ll be,” Armitage adds. 
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HOPE IS NOT A STRATEGY when it 
comes to investing during retirement. 
You need a plan that allows your 
wealth to withstand any economic 
downturn while continuing to grow 
over time, so it doesn’t lose value  
to inflation. 

Rules of thumb — such as your 
age subtracted from 100 equals how 
much of your investment portfolio 
should be in equities — are far too 
generic for many of today’s retirees. 
With life expectancies increasing 
and many affluent families wishing 
to preserve their wealth for future 
generations, it’s worth rethinking 
“the rules.”

Here are three tips to better asset 
allocation in retirement:

VIEW YOUR WEALTH IN THREES
It helps to consider your wealth as  
falling into three different categories:

PERSONAL: Assets or cash you 
need to protect your current 

standard of living within the next 
three years. This category should 
be invested in very safe investments 
such as cash or fixed income with 
little or no risk, since it will be your 
safety net. 

MARKET: Assets that will help 
you maintain your lifestyle by 

keeping pace with inflation through-
out your lifetime. Since you likely 
will not need these for several years, 
invest them across a range of market-
based assets, such as stocks and 
high-yield bonds.

ASPIRATIONAL: Assets that 
enhance your lifestyle, helping 

to create or elevate your wealth.  
In the future, these assets can be 

RETIRE WITH CONFIDENCE
Finding the right asset allocation strategy in your retirement years

A REGIONS WEALTH ASSESSMENTSM  
CAN HELP YOU DETERMINE THE BEST 
ASSET ALLOCATION STRATEGY BASED ON 
SEVERAL FACTORS — INCLUDING YOUR 
RETIREMENT GOALS, ESTATE PLANS AND 
PERSONAL RISK TOLERANCE. CONTACT 
YOUR REGIONS WEALTH ADVISOR TO 
SCHEDULE AN APPOINTMENT.

“aspirational” categories should 
depend on your personal risk toler-
ance and expected investment 
horizon. Remember, you or a spouse 
may live into your 90s, or even past 
100. Especially early in retirement, 
consider investing more aggressively, 
since you may have time to recover 
from any market downturn. 

invested even more aggressively to 
be left to heirs or charity.

THINK DIFFERENTLY ABOUT RISK
Retirees may feel nervous putting  
their assets into anything other than 
cash or certificates of deposit. But  
that’s risky, too: Over a 10- to 30-year  
retirement, ultraconservative 
investments may lose substantial 
real value to inflation. For that 
reason, consider allocating in a way 
that is likely to produce returns that 
outpace inflation while still main-
taining your risk tolerance. 

CONSIDER YOUR HORIZON 
How conservatively or aggressively  
you invest in your “market” and 

ENHANCING YOUR LIFESTYLE

Investment real estate

Family business

Concentrated equity positions

PROTECTING YOUR  
LIFESTYLE TODAYCash on hand
Personal residence

Insurance
PRESERVING YOUR LIFESTYLE FOR THE FUTURE

Fixed income
Stocks
Bonds

BALANCED APPROACH
Three goals for your wealth  
and the assets that can help 
achieve them:
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CHANGING TIMES
Regions Financial’s new board member Ruth Ann Marshall 
reflects on her executive career and explains trends 
affecting women and finances

RUTH ANN MARSHALL IS NO STRANGER TO THE 

CORPORATE WORLD. She has a long, distinguished 

executive career spanning from IBM to MasterCard, 

where she oversaw all of the payment company’s business 

in the Americas. She recently joined Regions Financial’s 

board of directors and also serves on the boards of several  

well-known corporations, including ConAgra and Pella. 

We spoke with Marshall about trends in personal 

finance and career challenges facing women.RUTH ANN MARSHALL

Q:    WHAT’S BEEN YOUR FAVORITE JOB OVER THE YEARS, AND WHY?

MARSHALL: I actually have two. The first was at IBM in the early 1990s. I was branch manager in 
Mobile, Alabama, and had responsibility for managing all aspects of IBM’s business in my region, 
from servicing very large computers to the consulting business — from Pascagoula, Mississippi, to 
Tallahassee, Florida. I loved working with customers and getting involved in the community. The 
second was at Electronic Payment Services. I was wooed away from IBM after 18 years to become 
president of one part of a holding company, a transaction-processing business. The part of the 
job I liked best was when we decided to go public, and I ran the due diligence process where 
we evaluated either an IPO or selling ourselves to another company — which is what we ended up 
doing. In both of these positions, the buck stopped with me, which is the environment I work best in.

Q:    AS A FORMER TOP EXECUTIVE IN THE CREDIT INDUSTRY, YOU MUST HAVE SPENT 
QUITE A BIT OF TIME ANALYZING HOW PEOPLE MANAGE MONEY. ARE PEOPLE 
MANAGING MONEY DIFFERENTLY?

MARSHALL: Yes. First, I don’t think consumers are willing to take on more debt right now.  
An example is that in 2008 and 2009, debit card transactions outnumbered credit transactions 
because people wanted to know that when they were paying for something, it was coming out of 
their checking account and not creating another loan. But I find that people are looking at the 
scarcity of resources right now — especially the scarcity of wealth — and looking for a richer life 
versus a life of riches. People are more willing to spend on unique experiences than on material 
goods. And I don’t think this will change anytime soon. My parents never forgot the stories of the 
1929 stock market crash and couponing and standing in line for soup. It’s just not something 
you forget. It takes decades — a new generation. 
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Q:    ARE HIGH-NET-WORTH FAMILIES LOOKING DIFFERENTLY AT THEIR WEALTH  
THAN THEY DID BEFORE?

MARSHALL: Everyone has been impacted by this crisis. As I sit on boards, I have a chance to 
chat with CEOs and chairmen of family-owned businesses. I find that they are acutely focused 
on expense management, and it’s interesting to me, because it’s akin to what corporations are 
focused on right now. With so much uncertainty around what the 
government might do and who might be coming into office, I find that 
most time on corporate boards today is spent on cutting expenses 
rather than top-line growth. Likewise, I think high-net-worth 
families are questioning the value of luxury items, like their second 
and third home, car and country club membership.

Q:    DO YOU FIND THAT WOMEN AND MEN LOOK AT THEIR 
FINANCES DIFFERENTLY?

MARSHALL: Men tend to think more quantitatively and women 
tend to react to more qualitative factors. As a side note, I was 
thinking about how I play golf. I prefer a woman coach because,  
for me, when I work with male pros on my golf game, they talk about swing speed and the  
geometric plane of the golf club. Female coaches that I have worked with talk about twisting 
and turning your belt buckle to the cart path. It’s more of a picture that I can relate to. 

In terms of finances, I find that more men talk about what their return on investment was 
versus a benchmark or index, whereas women are more concerned with funding their lifestyle 
and leaving money for their heirs.

Q:    RESEARCH SHOWS THAT THE EDUCATIONAL AND FINANCIAL GAPS BETWEEN MEN 
AND WOMEN ARE CLOSING. YET WOMEN STILL HOLD FEWER THAN 20% OF ALL 
SENIOR EXECUTIVE POSITIONS IN THE U.S. WHAT CAN BE DONE ABOUT THAT?

MARSHALL: It’s shocking to me that about 30 Fortune 500 companies are without a single female 
board member. But we’ve made a lot of progress. In 1970, only 38% of the workforce was female. That 
grew to 48% in 2011. Forty percent of wives outearn their husbands today. It takes time, because 
it’s a cultural change. I think we’ll be seeing more women enhance their analytical skills by taking 
more math and science classes to get the kinds of jobs needed in the future that tend to pay more. 
And we need more mentoring. As more women enter leadership roles, they need to reach out and 
make themselves available as role models for young women to demonstrate that it can be done. 

Q:    PEOPLE TODAY ARE BUYING THINGS THROUGH SOCIAL NETWORKS, MOBILE AND 
ONLINE — USING SITES SUCH AS PAYPAL. IS THIS THE FUTURE, AND HOW IS IT 
AFFECTING THE PAYMENTS INDUSTRY?

MARSHALL: Social media commerce will generate $3 billion of sales in the U.S. in 2012. That’s 
supposed to grow to $14 billion by 2015. So it’s real. And PayPal is the dominant global player, as it 
handles more than 50% of online transactions. But the real challenger to the payments industry 
is cash and check. Two-thirds of payments worldwide are still made using paper, and that needs 
to change. The technology I would look at next is Square. It’s this little device that clicks into
your smartphone and allows you to do transactions on the spot and swipe credit and debit cards 
— whether you’re buying popcorn at a football game, paying a taxi fare or transferring value 
between two cellular devices. I think the future really is in mobile payments. 

I find that people are 
looking at the scarcity 
of resources right now — 
especially the scarcity  
of wealth — and looking  
for a richer life versus  
a life of riches.



REGIONS PRIVATE WEALTH MANAGEMENT – 
CUSTOM WEALTH STRATEGIES FOR YOU AND YOU ALONE. 

You’re in a position where you have very specifi c needs and goals for yourself, the people you care about and your money. So off-the-

shelf solutions are likely to fall short for you. What you do need is a comprehensive and unbiased approach to your fi nancial situation. An 

approach that is about more than just investments and will help you manage risk without closing the door on opportunities. Your Regions 

Wealth Advisor will use their extensive experience to lead a team of subject-matter experts and create a plan just for you. What’s more, 

we’ll deliver it to you with straight talk, practical recommendations and complete transparency from our very fi rst meeting onward.

To schedule a personal consultation with your Regions Wealth Advisor, call 1.800.826.6933 or visit us online at regions.com/wealth.
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But then, maybe you get seasick. 

POINT IS: Your Regions Wealth Advisor wants to get to know

the real you first.
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