
Married couple, daydreaming about 
what they’d do if they won the lottery.

Successful attorney and his wife, 
enjoying the rewards of their hard work.OR
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No assumptions.  
Down-to-earth, busy with six kids, very much in love – Patrick and Ana Cordero are living proof that wealth clients don’t fi t any particular mold, and 
their fi nancial needs are never one-size-fi ts-all. Which is exactly why this self-made, successful Miami couple turned to Regions in the fi rst place. 
From boat fi nancing to owner occupied real estate loans, the Corderos’ Regions Wealth Advisor, Susan Tramont, leading a team of subject-matter 
experts, created a comprehensive, customized plan that addressed the couple’s specifi c fi nancial picture. Instead of assumptions, the Corderos 
got unique wealth solutions crafted just for them. Ready to move your life forward? For a personal consultation with a Regions Wealth Advisor, call 
1.800.826.6933 or visit us online at regions.com/corderofamily.
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W E L C O M E

feature tips and trends to help women 
stay informed about fi nancial issues and 
wealth-management best practices that 
are important to them.

Lastly, we know many families today are 
thinking not just about their fi nances 
in 2015, but also for the years ahead. 
Ensuring wealth gets passed along 
smoothly and effi ciently to the next 
generation is a top concern we hear again 
and again. Our Legacy column in this 
issue (“A Motivating Factor,” page 16) 
looks at incentive trusts and how they can 
help parents and grandparents encourage 
positive behaviors and decisions among 
younger heirs, while our Spotlight interview 
with Cathy Davidson looks at the future 
of higher education and what it means 
for a family’s fi nancial planning.

We look forward to helping you better 
manage your wealth in 2015 and wish 
you and yours a wonderful year ahead.

Sincerely,

ANNE D. COPELAND
EXECUTIVE VICE PRESIDENT
REGIONS PRIVATE WEALTH MANAGEMENT

I
nvestors had much to cheer 
about it 2014. The U.S. 
economy grew nicely, real 
estate continued to stabilize 
and U.S. stocks and bonds saw 

healthy gains. But all that good news 
leaves us with questions for 2015: Can 
the bull market continue its lengthy run? 
How will markets react to the Fed’s 
expected interest-rate hike later this year? 
Where can investors still fi nd value?

This issue of Insights addresses those 
questions — and more.

In our cover story (“Investing in 2015,” 
page 8), Regions top investment 
management experts offer their outlook 
on the U.S. economy and markets. 
They look at which sectors will likely 
outperform this year and how investors 
can prepare their portfolio.

In Regions’ Perspective (“New Year, 
New Tools,” page 13), we look at recent 
enhancements to the Regions Wealth 
Assessment® process used by your 
Wealth Advisor. We’ve added new 
features and calculators that make 
the RWA even more valuable to you 
and your family.

In the new year, we’ve also considered 
how to make Insights magazine even 
more useful to our readers. We know 
that many women take a lead role in 
managing fi nances, but often have 
unique fi nancial concerns and questions. 
For this reason, we’ve added a regular 
column to our Wealth Intelligence section 
called “Women & Wealth.” Here, we’ll 

PREPARING FOR 2015 — 
AND BEYOND

EMAIL 
COMMENTS, SUGGESTIONS AND IDEAS TO 
REGIONSINSIGHTS@REGIONS.COM C
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“We’ve added 
new features 
and calculators 
that make the 
RWA even more 
valuable to you 
and your family.

”



W I N T E R  2 0 1 5   R E G I O N S  I N S I G H T S 3

T A B L E  O F  C O N T E N T S

F
R

O
M

 T
O

P
: 

A
C

IL
O

; 
F

O
T

O
G

R
A

F
IA

B
A

S
IC

A
; 

JE
F

F
R

E
Y
 C

O
O

L
ID

G
E

; 
R

O
B

E
R

T
 D

A
LY

INSIDE

This information is general in nature, is provided for educational purposes only, and should not be interpreted as accounting, fi nancial planning, investment, legal or tax advice or relied 
on for any decisions you may make. Regions encourages you to consult a professional for advice applicable to your specifi c situation. Although based upon information from sources believed 
to be reliable and accurate, Regions makes no representation or warranties with respect to the information contained herein.

© 2015 Regions Bank | Equal Housing Lender | Member FDIC | 1-800-826-6933
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For continuous coverage, follow us on 
Twitter @RegionsNews.
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2015
Real-Estate 
Opportunities 
For
Given big gains in recent years, where can 
investors fi nd value?

U.S. real estate is looking healthy 
again. The value of single-family 
homes has climbed nearly 20% 
nationally over the past couple of 
years.1 Commercial and multifamily 
property values have also risen 
signifi cantly. Given the lofty gains 
in real-estate prices, where can 
investors find value? 

Analysts say investors still have 
plenty of opportunities — they just have 
to be more selective.2 Here are three 
real-estate investments to consider:

LARGE, HIGH-QUALITY REITS.
Real-estate investment trusts (REITs) 
are attractive because they pay out 
more than 90% of their taxable 
income as dividends. If interest rates 
rise this year, as expected, those 
dividends may look less compelling 
compared to bonds. Large, high-
quality REITs, however, are less 
sensitive to climbing interest rates 
because they borrow less — meaning 
they won’t get  hit as hard in a rising-
rate environment. Moreover, REITs 
focused on sectors such as storage, 
lodging and apartments may also fare 
better because those types of proper-
ties generally have shorter lease terms, 
allowing them to raise rents faster. 

DIRECT INVESTMENTS. With mortgage rates still hovering at low levels, 
investors may want to consider buying homes and investment properties out-
right rather than investing indirectly through REITs and other instruments. 
Good deals on individual properties can still be found in many U.S. markets. 
And unlike REITs — which tend to move in tandem with equities — individual 
properties have seen steadier investment returns historically.

HOUSING STOCKS. Many investors have been gloomy about the prospects 
of homebuilders, given the general expectation that younger generations 
today are more interested  in renting than buying homes. This has led to 
sluggish homebuilder stock prices. While that gloom may be somewhat 
warranted, analysts say homebuilders will likely outperform expectations 
in coming years. This could present an opportunity for investors seeking 
real-estate stocks that are undervalued.

WANT TO REVIEW YOUR REAL-ESTATE INVESTING STRATEGY FOR 2015? YOUR REGIONS WEALTH ADVISOR CAN HELP YOU EVALUATE YOUR 
CURRENT PLAN AND CONNECT YOU WITH PORTFOLIO MANAGERS AND STRATEGISTS AT REGIONS WHO SPECIALIZE IN REAL-ESTATE INVESTING.

MOVING UP?
The average U.S. home price has risen signifi cantly since bottoming 
out in February 2012, yet it’s still nearly 10% off its July 2006 peak.

1 S&P/Case-Shiller U.S. National Home Price Index.
2The Wall Street Journal, “How to Play the Real-Estate Market,” Sept. 21, 2014.
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RETIREMENT SAVINGS4

Men had an average of $139,467 
in their individual retirement accounts
as of 2012, compared to the average of
$81,700 that women had in their IRAs.
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Hedge Funds: A GOOD INVESTMENT?

HERE’S A LOOK AT 
SOME KEY STATISTICS 
RELATED TO THE 
WEALTH GAP BETWEEN 
MEN AND WOMEN:

SOME HIGH-NET-WORTH investors put money in 
hedge funds in hopes of generating outsized returns 
and diversifying their portfolio. Before investing in 
a hedge fund, however, it’s important to understand 
how they work — and their risks.

By definition, hedge funds are aggressively 
managed portfolios that use less-conventional, riskier 
techniques such as investing in derivatives, which are 
contracts to buy or sell a security at a specifi ed price; 
and leverage, which is essentially investing with 
borrowed money. Their goal is often to act as a hedge 
to stock and bond market performance — meaning 
they can reduce volatility. That said, the hedge fund 
industry’s overall performance has trailed the Standard 
& Poor’s 500-stock index considerably in recent years. 
In the fi ve years that ended April 30, 2014, the Credit 
Suisse Hedge Fund Index gained an annualized 8.5%, 
compared to a 23% annualized return for the S&P 500, 
assuming dividends were reinvested.1 

The true performance of hedge funds, however, can 
be diffi cult to gauge because most funds don’t publicly 
disclose their holdings or investing strategies and 
each have their own style. 

Another potential drawback for investors is illiquidity. 
Most funds require a large upfront investment, such as 
$500,000, and require at least a one-year commitment. 
Fees can also be high: Hedge funds often charge 
investors 2% of investments under management and 
20% of profits. 

1U.S. CENSUS BUREAU.    2ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT.     3AARP PUBLIC POLICY INSTITUTE.     
4EMPLOYEE BENEFIT RESEARCH INSTITUTE.

Women & Wealth is a new, regular feature in Wealth Intelligence that 
explores issues related to women’s wealth building and preservation and 
provides tips for how women can improve their fi nancial independence.

AVERAGE U.S. LIFE 
EXPECTANCY2

Women: Men:

The Financial Divide
WOMEN ARE SLOWLY CATCHING UP to men when it comes to fi nancial security, but large gaps persist. 
These gaps in income and wealth can present long-term fi nancial planning issues, such as ensuring that 
women have enough fi nancial resources throughout their lifetime. 

  W O M E N  &  W E A L T H

IF YOU’RE INTERESTED IN HEDGE FUNDS, TALK WITH YOUR 
REGIONS WEALTH ADVISOR. HE OR SHE CAN CONNECT YOU 
WITH PORTFOLIO MANAGERS WHO CAN HELP YOU EVALUATE 
SPECIFIC INVESTMENT OPPORTUNITIES AND DETERMINE 
HOW THEY FIT INTO YOUR WEALTH PLAN.

1The Wall Street Journal, “What to Expect From a Hedge Fund,” May 23, 2014.   

WORKING YEARS3

Due to caregiving, 
women work 
12 FEWER 
YEARS than men 
do over their careers.

INCOME1

Women earned 
78.3 cents  

for every 
$1.00 earned 

by men in 
2013.

TOTAL EARNINGS
Over 30 years, 
that pay gap 
can cost women 
more than 
$400,000.

in their individual retirement accounts
as of 2012, compared to the average of
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   G O O D  L I F E  

Driving
For Deals
Tools to help you save money  
on your next auto purchase

T
he average sales price of a new automobile 
recently topped $33,300, according to 
Kelley Blue Book.1 For many auto buyers, 
however, figuring out whether a car is priced 
fairly remains tricky. Thanks to a number 

of online research tools and apps, shoppers can now 
more easily compare price offers among local dealers 
and negotiate with more knowledge. Here are four 
auto-buying tools to check out:

TRUECAR (TRUECAR.COM)
The company collects a vast amount of data on U.S. auto 
sales and shows users the average purchase price for 
specific makes and models in their local area and how 
much that price falls below the manufacturer’s suggested 
retail price (MSRP). The service is free to consumers. For 
example, someone looking to buy a BMW with particular 
options (such as a sunroof) can find out what recent local 

buyers paid for that same BMW package. The company 
works with “certified dealers” who will sell the autos at 
pre-specified prices, reducing the need to haggle. Dealers 
pay TrueCar for each sale made through the site.

KELLEY BLUE BOOK (KBB.COM)
Kelley Blue Book, known for its vehicle valuation guides, 
has taken a 21st-century turn. Its website and app let users 
compare ratings and reviews of various new and used autos, 
as well as collect price quotes from dealers in their area. 
A tool on the site lets users estimate the value of autos 
they hope to trade in to the dealer or sell to a private party.

EDMUNDS (EDMUNDS.COM)
The website and app provide expert and consumer 
reviews of new and used autos and let users compare 
actual prices and incentives offered by dealers in their 
area. Its “PricePromise” feature shows the exact price 
and discount consumers can get at local dealers, while its 
“True Market Value” tool gives shoppers an approximate 
idea of how much a particular auto is really worth 
compared to the sticker price.

EBAY MOTORS (EBAY.COM/MOTORS)
This online marketplace has become a hub for auto deals. 
Shoppers can search classifieds and dealer ads for both 
new and used autos and bid in auctions for autos. Buyers 
beware, of course: Making an auto purchase online can 
be riskier than buying through a dealer. 

1Kbb.com, “New-Car Transaction Prices Rise Less Than 1 Percent in October 2014, 
According to Kelley Blue Book,” Nov. 3, 2014.



TOTAL COSTS
The full financial consequences 
of a data breach can be vast. 
A 2013 study found that 
companies’ post-breach costs 
typically break down like this:*

Reputation and  
brand damage 29%

Lost productivity 21%

Lost revenue  19%

Forensics  12%

Technical support  10%

Compliance and  
regulations  8%

SOURCE: IBM AND PONEMON 
INSTITUTE, “UNDERSTANDING 
THE ECONOMICS OF IT RISK  
AND REPUTATION,” 2013.

*PERCENTAGES DON’T ADD UP 
TO 100% DUE TO ROUNDING.
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DO YOU NEED  
CYBER COVERAGE?
Professional practices often store confidential information  
that cybercriminals would love to access

Data breaches make headlines all the 
time. Yet, professional practices may be 
particularly ripe targets because they often 
store highly sensitive client information 
on internal servers and online databases.

The costs of cleaning up after a breach 
aren’t low. In 2014, U.S. companies spent 
an average $201 per record compromised, 
according to a study by Ponemon Institute.1 

But those costs can run far higher at firms 
in highly regulated and lawsuit-prone 
industries like healthcare and accounting.  

To protect against these financial risks, 
a practice may want to consider getting 
cyber insurance.  

TYPES OF COVERAGE
There are two main types of cyber  
coverage that most firms may want to 
have: “first-party” and “third-party.” 
First-party insurance helps pay for the 
direct costs, such as investigating the 
breach’s cause; notifying and providing 
credit monitoring services to clients;  
and dealing with business interruption 
and any harm to the practice’s professional 
reputation. Third-party coverage pays 
costs suffered by others, such as lawsuits 
or regulatory fines stemming from  
the breach.

Policies are customized to a company’s 
needs and risks, as are premiums and 
payouts. Cyber policies will generally 
cover a maximum of $10 million to $25 
million in claims. Because each policy is 
unique, it’s vital to talk with an experienced 
insurance advisor who specializes in 
cyber insurance and can shop for policies 
among different insurers.

WHAT TO CONSIDER
Here are a few things to consider before 
purchasing a cyber policy:

•  What are your cyber liability risks? 
Companies should understand the key risks  
stemming from their data storage. For 
example, some practices may keep clients’ 
trade secrets, customer lists, marketing 
plans and intellectual property documents. 

•  Do your employees work remotely? 
Some of your employees may occasionally 
work from home (or a local coffee shop, 
for that matter), where the computer 
they use may not have the data-security 
protocols of their office computer. Certain 
policies may not cover a cyber attack on 
computers outside the office.

•  Do outside vendors and consultants 
access your data? Some policies may not 
cover a cyber attack targeted at an outside 
vendor, even if it compromises your data.

•  Do you understand all the terms? 
The language and exclusions differ  
from policy to policy. For example,  
it’s important to know what terms  
like “confidential information” and  
“personally identifiable information” 
mean to your insurer. 

IT’S IMPORTANT TO HAVE AN EXPERIENCED GUIDE HELP YOU FIND A CYBER POLICY 
THAT MEETS YOUR NEEDS. YOUR WEALTH ADVISOR CAN CONNECT YOU WITH A REGIONS 
INSURANCE ADVISOR TO ASSESS YOUR PRACTICE’S RISKS AND COMPARE POLICIES AND 
TERMS ACROSS A BROAD RANGE OF INSURERS.

1Ponemon Institute, 2014 Cost of Data Breach Study: United States, May 2014.
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C O V E R  S T O R Y

Regions investment professionals highlight their outlook 
and opportunities for investors in the months ahead

201520152015
INVESTING IN

C O V E R  S T O R YC O V E R  S T O R Y
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DESPITE global political turmoil and a slowdown in many international 
markets, the gradual U.S. recovery continued in 2014. The stock and bond markets 
had encouraging performances, without the disruptive interest-rate increases some had 
predicted. Can this rosy scenario last? 

Insights recently spoke with Regions Investment Management Chief Investment 
Offi cer Brian Sullivan, Equity Research Director Francesca Smitherman and Fixed 
Income Director John Boston about their economic and investing outlook for 2015 
and how investors can prepare their portfolio for the months ahead. 

Q: STOCK INVESTORS HAD A PRETTY GOOD EXPERIENCE IN 2014. WHAT MIGHT 
2015 HAVE IN STORE?

SMITHERMAN:  Our outlook is positive but more cautious than in the past few years. 
Earnings growth has recently been around 7%, and the yield on the market is about 
1.5%. So if you assume that multiples remain where they are, that suggests we’ll see a 
high single-digit return for U.S. stocks in the year ahead. But we have to remember that 
the stock market has tripled in value since its lows in March 2009, and price-to-earnings 
ratios are higher than historic averages. Overall, we think we’re in the later stages of 
the cycle — the eighth or ninth inning. As we get into the second half of 2015, there may 
be some volatility, if interest rates rise as we expect.

Q: THE U.S. ECONOMY AND LABOR MARKET BOTH STRENGTHENED 
THROUGHOUT 2014. WHERE DO YOU SEE THE ECONOMY GOING IN 2015?

SULLIVAN: We’re cautiously optimistic. Consumer balance sheets have improved, 
corporate balance sheets are in great shape and U.S. banks are well capitalized. 
We expect consumer spending to support growth. We expect to see ongoing improvements 
in labor-market conditions and a little more wage infl ation. As wages rise, businesses 
will likely expand investments on new equipment and other labor-saving technologies. 
There’s a pent-up demand for housing, which we expect to recover to a more normal 
rate. Finally, domestic energy production has risen dramatically. This has reduced 
energy prices and unemployment and propelled economic growth in several states. 
The domestic energy boom has also helped keep infl ation low and helped balance 
U.S. trade. 

However, this recovery will eventually end. The stock market is a leading indicator 
of economic performance — which means it tends to run ahead of what the economy 
does. Investors may be confused if they see the economy performing well even as 
the stock market sputters. We need to remember that stocks were doing very well 
over the past fi ve years, even as the economy was recovering quite slowly. These 
trends could reverse, because stocks may begin discounting the expected end of this 
economic expansion.

Q: WHAT ACTIONS DO YOU SEE THE FEDERAL RESERVE TAKING IN 2015, AND HOW 
WILL THEY IMPACT INTEREST RATES?

BOSTON: The Fed knows that the stronger economy has removed the need for its 
quantitative-easing policies and that keeping rates near zero creates its own problems. 
It has ended its bond purchases and will be providing more guidance as to how and when it 
will raise interest rates. We think the Fed could begin lifting the short-term rates under its 
control in the third or fourth quarter. We expect bond yields set by market forces to rise in 
advance of the Fed’s fi rst rate hike. By the time the Fed raises interest rates, we would expect 
the yield on the 10-Year Treasury to be 3% or higher. (It recently traded at about 2.3%.)D
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Q:  IF WE ARE IN THE LATE STAGES OF A RECOVERY, WHAT 
COULD THAT MEAN FOR THE VARIOUS STOCK SECTORS?

SMITHERMAN: Many of the trends that spurred the last 
few years of the bull market — such as multiple expan-
sion, share repurchases and dividend increases — have 
begun to slow in terms of their impact. Valuations are 
stretched, and investors’ money has been fl owing out 
of equity markets over the past few months. The areas 
of the market that should outperform at this late stage 
include energy, materials and technology — sectors that 
depend on business spending. At this point, those sectors 
are still depressed due to the recent decline in oil prices 
and some growth scares we’ve had in Europe and China. 
These sectors are heavily dependent on international 
markets. Telecommunications is really the only sector 
that is depressed on a price-to-earnings basis relative 
to its fi ve- and 10-year averages. Healthcare is where 
we see the best absolute earnings growth. There’s a lot 
of innovation in treatments, and the sector is not very 
dependent on the consumer or on economic growth as 
a whole. The pipelines of biotechnology companies are 
coming to fruition, and these companies are larger and 
more stable than they have been in the past. 

“We think the Fed 
could begin lifting the 

short-term rates under 
its control in the third 

or fourth quarter.”
JOHN BOSTON, 

Fixed Income Director

IN BRIEF
An overview of Regions Investment 
Management leaders’ outlook for 2015:

U.S. ECONOMY
Economic conditions continue to improve and 
growth will likely be stronger than it was in 2014, 
thanks to improvements in employment, housing 
and business spending.

Q: AS BOND YIELDS INCREASE, BOND PRICES GO DOWN. 
HOW SHOULD FIXED-INCOME INVESTORS ADAPT?

BOSTON: We believe the yield curve will continue to 
fl atten as we progress into 2015. Short- and intermediate-
term rates are quite sensitive to the Fed’s actions and 
may move up the most. Long-term interest rates are 
more sensitive to infl ation and to infl ation expectations, 
which are still low. So we favor a barbell structure in 
bond portfolios. That means investing in very long-term 
bonds but also very short-term bonds, which are less 
sensitive to rising Fed rates. In the municipal market, 
this is not always possible because of supply constraints. 
As far as sectors, we think there are still some good values 
in high-quality municipals*, especially for investors in 
high tax brackets. Financial conditions are improving 
for state and local governments that back many of these 
securities. Investment-grade corporates also offer some 
opportunities. But it is increasingly important to carefully 
analyze each bond issuer’s fi nancial strength. We’re 
pretty far along in this economic cycle, so your bond 
portfolio should be able to withstand whatever weakness 
or volatility that might occur.

Q: SOME ANALYSTS THINK RISING INTEREST RATES 
WILL BE BAD FOR STOCKS, BECAUSE AS YIELDS RISE, 
BONDS BECOME MORE ATTRACTIVE RELATIVE TO STOCKS. 
WHAT DO YOU THINK?

SMITHERMAN: Anytime there’s a change in a policy the 
market has become accustomed to, there’s going to be some 
volatility. We’ve been in a low-volatility market for a long 
time. As yields rise, the sectors that are likely to be most 
impacted are higher-yielding sectors. Utilities’ valuations 
are already in excess of those in the S&P 500, even though 
they have much lower growth than the market as a whole. 
So we’d want to be cautious about utilities if we see interest 
rates increase. The effect of higher rates on valuations of 
the stock market is likely to be muted, at least at fi rst. C
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Another thing we expect to see late in the cycle is larger-
capitalization, higher-quality stocks outperforming as the market 
environment becomes more diffi cult. We predicted last year that 
small-cap stocks and indices would begin to lag, and we’ve seen 
that play out in 2014. Some risk has come out of this market as 
overpriced smaller-cap stocks have corrected. 

Q:  THE U.S. ECONOMY AND MARKETS HAVE SEEMED ROCK-SOLID 
COMPARED TO THE ECONOMIC SLOWDOWN IN EUROPE AND ASIA 
AND THE GEOPOLITICAL TURMOIL IN THE MIDDLE EAST. SEEN IN 
THIS LIGHT, IS THERE STILL VALUE IN INTERNATIONAL INVESTING? 

SULLIVAN: The United States has certainly had one of the best 
economies and a solid currency over the past few years. But it’s 
impossible to know how things will change. The problems that 
have pushed down overseas markets in recent years, particularly 
emerging markets, have created some bargains. So there’s 
some attractiveness in international markets, particularly in 
emerging markets where stocks seem substantially discounted 
compared to the much-higher price-to-earnings ratios in our 
domestic market. Having at least some investments overseas 
is generally important for diversification, as a hedge against 
change occurring domestically.

INTERNATIONAL MARKETS
Europe seems unlikely to see 
a great recovery and Asia will 
continue to face economic 
slowdowns. That said, many 
international markets — 
particularly emerging 
markets — seem like 
bargains compared to 
the U.S. market. 

“ We’re a little 
concerned 
that investors 
have been 
pushed too far 
into equities 
the past 
few years.”

   BRIAN SULLIVAN, 
Chief Investment Officer 

BONDS
The Fed has ended its 
monetary “quantitative easing” 
program and may raise rates 
in the second half of 2015. 
Prices may fall and returns 
may be reduced, especially 
for intermediate-term bonds.

STOCKS
The outlook for U.S. equity 
markets is cautiously 
positive and U.S. stocks 
could see returns in the 
high single digits. However, 
the bull market may be 
nearing its end. Volatility 
could rise later in the year 
if interest rates increase.
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Q:  COULD A GLOBAL SLOWDOWN 
TAKE A TOLL ON THE U.S. ECONOMY?

SULLIVAN: We have started to see a dip in 
exports, which could affect our growth. 
A strong dollar makes us less competitive 
on the world stage. But we are a relatively 
insulated economy. The U.S. is not as 
dependent on trade as some other developed 
economies, such as Germany. And we are 
not seeing predictions for a global recession, 
just a slowdown. Meanwhile, our economy 
continues to accelerate.

Q:  WITH BOTH STOCKS AND 
BONDS SEEMING FAIRLY EXPENSIVE, 
DOES THIS INCREASE THE APPEAL OF 
ALTERNATIVE INVESTMENTS?

SMITHERMAN: Given the strong growth 
of stock and bond prices over the past fi ve  
years, we think alternative investments 
may be an attractive option right now. 
We consider alternatives to be anything 
different from traditional assets, such as 
stocks and bonds. One option is timberland, 
which has not seen the level of appreciation 
we have seen in real-estate prices over the 
past few years. Timber grows regardless of 
interest rates, the stock market or who gets 
elected to the Senate. It could offer a nice 
stream of future value from a real asset.

Q:  GIVEN YOUR OUTLOOK, HOW 
SHOULD INVESTORS PREPARE THEIR 
PORTFOLIO FOR 2015?

SULLIVAN: We’re a little concerned that 
investors have been pushed too far into 
equities the past few years. With interest 
rates and yields so low, there hasn’t been 
another attractive asset class. If we 
experience a signifi cant stock-market 
downturn, however, being overexposed 
to equities could be a serious problem for 
risk-averse investors. Undoubtedly, there 
will eventually be another recession 
and another bear market. So the best 
approach right now may be incremental. 

When comparing two stocks, an 
investor may want to choose the higher-
quality company — the stock with 
the better balance sheet or the more-
reliable revenue stream. With respect 
to asset allocation, someone may want 
to add less to his or her stock position 
over the next 18 months. Less-risky 
assets or alternatives with less volatility 
and lower correlation to the stock 
market may be preferred. The key is to 
structure your portfolio appropriately, 
based on your personal risk tolerance. 
That way, a volatility spike won’t 
keep you up at night. In fact, it might 
even be an opportunity to do a little 
bargain shopping. 

“Many of the 
trends that 

spurred the last 
few years of the 

bull market —  
such as multiple 
expansion, share 

repurchases 
and dividend 

increases — have 
begun to slow 

in terms of 
their impact.”

FRANCESCA SMITHERMAN, 
Equity Research Director

*“High-quality” commonly refers to bonds that are rated in the top four ratings categories for all strategies by at least one Nationally Recognized Statistical Rating Organization.

This interview contains commentary by employees of Regions Investment Management, Inc. (RIM) for Regions Bank for distribution to, among others, Regions Private Wealth Management 
clients. RIM is an investment adviser registered with the SEC. RIM is wholly owned by RFC Financial Services Holding LLC, which in turn is a wholly owned subsidiary of Regions Financial 
Corporation, and also is an affi liate of Regions Bank. RIM, Regions Bank and RIM’s other affi liates are separate legal entities and distinct from one another. This publication is solely 
for information and educational purposes and nothing contained in this publication constitutes an offer or solicitation to purchase any security, the recommendation of any particular 
security or strategy or a complete analysis of any security, company or industry or constitutes tax, accounting or legal advice. Information is based on sources believed by RIM to be reliable 
but is not guaranteed as to accuracy by Regions Bank, RIM or any of their affi liates. Commentary and opinions provided in this publication refl ect the judgment of the authors as of the 
date of this publication and are subject to change without notice. Certain sections of this publication contain forward-looking statements that are based on the reasonable expectations, 
estimates, projections and assumptions of the authors, but forward-looking statements are not guarantees of future performance and involve risks and uncertainties, which are diffi cult 
to predict. Investment ideas and strategies presented may not be suitable for all investors. No responsibility or liability is assumed by Regions Bank, RIM or their affi liates for any loss 
that may directly or indirectly result from use of information, commentary or opinions in this publication by you or any other person. Trust and investment management services are offered 
through Regions Private Wealth Management, a business unit of Regions Bank. In some cases, RIM’s investment management services and/or strategies will be utilized by Regions Private 
Wealth Management for its trust and investment management clients. RIM receives compensation from Regions Bank for providing certain services, including market commentary. When 
applicable, RIM receives additional compensation based upon the assets in Regions Private Wealth Management client accounts managed according to RIM’s strategies. For additional 
information concerning RIM or its strategies, please see RIM’s Form ADV Part 2A, which is available by calling 205-264-6735. © Regions Bank, Member FDIC. 

Neither Regions Bank, Regions Institutional Services and Regions Private Wealth Management (collectively, “Regions”) nor its affi liate, Regions Investment Management, Inc. (RIM) are 
registered municipal advisors, and do not provide advice to municipal entities or obligated persons with respect to municipal fi nancial products or the issuance of municipal securities 
(including regarding the structure, timing, terms and similar matters concerning municipal fi nancial products or municipal securities issuances) or engage in the solicitation of municipal 
entities or obligated persons for such services. With respect to this presentation and any other information, materials or communications provided by Regions or RIM, (a) Regions and RIM 
are not recommending an action to any municipal entity obligated person, (b) Regions and RIM are not acting as an advisor to any municipal entity or obligated person and does not owe 
a fi duciary duty pursuant to Section 15B of the Securities Exchange Act of 1934 to any municipal entity or obligated person with respect to such presentation, information, materials or 
communications, (c) Regions and RIM are acting for their own interests, and (d) you should discuss this presentation and any such other information, materials or communications with 
any and all internal and external advisors and experts that you deem appropriate before acting on this presentation or any such other information.
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BY STEVE BOOSE

AREA WEALTH EXECUTIVE 
FOR ARKANSAS, LOUISIANA 
AND TEXAS

NEW YEAR, 
NEW TOOLS
The Regions 
Wealth 
Assessment 
process 
has been 
enhanced to 
give you even 
more value 
in 2015

A
s 2015 sets in, you may be 
thinking about your fi nancial 
goals and how to position 
your investment portfolio 
for the year ahead. A useful 

way to start such planning is by getting a 
Regions Wealth Assessment® (RWA). 
The RWA provides a comprehensive 
overview of your finances and helps 
you and your Wealth Advisor review 
your current wealth allocation and risk 
exposure. It can help you design an 
investment portfolio and overall wealth 
plan aligned with your goals and 
personal risk tolerance. 

We’ve made several enhancements 
to the RWA process in recent months 
that can help you create an even stronger 
fi nancial roadmap. Here’s a look at the 
new features the RWA offers:

NEW FINANCIAL-PLANNING 
CALCULATORS: We’ve incorporated 
several new calculators into the  
RWA process to assist with specifi c 
wealth-planning needs. Our new 
retirement-planning calculator, for 
example, helps you visualize what your 
portfolio may look like at different ages 
and stages of retirement and under 
various spending and income scenarios 
so you can know whether you’re on track 
to meet your goals. Our new contingency 
calculator helps you determine whether 
you have enough of a cash safety net 
and liquid assets in case of unexpected 
events or emergencies. Our new college-
planning calculator helps clients with 
college-bound children set monthly 
savings targets for their higher-education 
goals and more effectively plan for that 
major expense. A new general-purpose 
calculator can help you prepare for a 
variety of goals, whether you’re planning 
a wedding or a dream vacation.

PORTFOLIO STRESS TEST: What would 
your portfolio look like if there were a 
sudden 20% or 40% drop in the stock 
market? Your Wealth Advisor will help 
you gauge your comfort level with your 
current portfolio’s allocation, using 
hypothetical models, and discuss with 
you whether you want to make any 
adjustments to your current allocation.

RISK ASSESSMENT: Alerts built into 
the RWA process notify you and your 
Wealth Advisor when the allocation of 
risk in your portfolio appears over- or 
undersized. The alerts also recommend 
ways to readjust risk levels. For example, 
if low-returning assets such as cash or 
your home represent more than 
50% of your net worth, you 
may want to consider adding 
higher-return investments to 
your portfolio so your wealth 
can keep pace with inflation 
and potentially beat it over time.

TASK AND RESPONSIBILITY LIST: 
Planning for the future requires an 
active and responsive partnership 
between you and your Wealth Advisor. 
This tool creates a list of action steps, 
responsible parties and due dates for 
implementing tasks in your wealth 
plan, whether they involve reviewing 
benefi ciary designations on your retirement 
accounts or making desired changes to 
your investment portfolio. Your Wealth 
Advisor will remind you of important 
key dates as they approach.

It’s always smart to prepare yourself 
with information and talk with your 
Wealth Advisor before making key 
decisions that affect your portfolio or 
overall fi nancial situation. The RWA is a 
way to do just that — and the new tools 
make it an even more valuable process. 
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THE DIVERSIFICATION 
CHALLENGE
How business owners can avoid 
holding all their wealth in one enterprise

EMPLOYEE STOCK OWNERSHIP PLAN(ESOP)

S
avvy investors don’t put their entire portfolio in a single 
stock, yet owners of privately held businesses often keep 
the bulk of their wealth in one enterprise — their own. 
This concentration means that business owners face a 
myriad of fi nancial risks that non-business owners don’t 

have to worry about. 
For one, if anything hurts the business’s revenue — such as an 

economic downturn, a natural disaster or a new competitor entering 
the market — the owner’s family fi nances and lifestyle may be 
exposed. “Unfortunately, many business owners don’t think of 
their business as an asset that needs to be managed to protect their 
personal wealth,” says David Puckett, a Regions Wealth Advisor.

Especially as the business grows more valuable, it’s important 
for owners to consider diversifying their investments. Fortunately, 
business owners have a number of ways to reduce their fi nancial 
risks that don’t necessarily involve forfeiting control of the business.

ACCUMULATING PERSONAL ASSETS
Business owners should start by ensuring they have a reserve 
fund by stockpiling cash from good business years in secure, 
short-term investments that can help them ride out inevitable 
market fl uctuations and economic rough patches, Puckett says. 

They should also save money in retirement accounts that are 
invested in a portfolio of diversifi ed securities. Business ownership 
is generally considered high risk because many outside forces can 
affect a company’s value. So business owners should consider 
putting their personal assets in lower-risk, less-volatile investments 
such as bonds and broad U.S. stock funds, he adds.

One effi cient way to amass retirement savings is by setting up 
a tax-advantaged qualifi ed retirement plan such as a Simplifi ed 
Employee Pension (SEP) IRA or an employer-sponsored defi ned 
contribution program such as a 401(k), depending on the business’s 
structure. If a business has employees, the owner may be required 
to set up and contribute to retirement accounts for them, as well.

SELLING EQUITY
Another common diversifi cation strategy used by business owners is 
monetizing the underlying value of their business. This can include 
selling equity to key employees, family members or third parties. 
“One way to maintain some management continuity is to begin a 



Y O U R  B U S I N E S S

W I N T E R  2 0 1 5   R E G I O N S  I N S I G H T S 15

process for taking out a measured amount of ownership each year, 
formulating how the ownership would be valued, based on the 
previous year’s results, and selling a stake interest in the business 
a little at a time,” Puckett says.

The diversifi cation strategy a business owner uses depends on 
his or her long-term goals and succession plan. For example, if a 
core team of employees will eventually take over the company, the 
owner might set up an Employee Stock Ownership Plan, or ESOP. 
Vested employees can buy shares outright at a predetermined 
price, be given shares as part of their compensation, or receive 
shares as part of a profi t-sharing program or through a qualifi ed 
retirement plan. 

The biggest drawbacks to selling equity, of course, are the potential 
of giving up future rights to any increased value in the company and 
sharing some of the current cash fl ow with other equity holders. 
For many owners, though, the real issue is losing control. “Most 
business owners see their business as an extension of themselves, 
so giving up some of that control is inhibiting,” Puckett explains. 
A potential strategy to address this concern is to divide equity 
into voting and non-voting shares, selling only the non-voting 
stock, he adds. 

LEVERAGING VALUE
Business owners who aren’t ready to share ownership may have 
another option: recapitalizing the company using debt. Leveraging 
real assets or projected cash fl ow — or a combination of the two — 
allows owners to securitize a loan against the business and use the 
cash to invest in a diversifi ed portfolio of securities. The portfolio 
could be held as a personal asset, while cash fl ow from the business 
is used to pay off the loan. 

The advantage of using debt instead of equity is that the 
business owner can retain 100% ownership in the company. 
Also, a loan can be executed quickly and confi dentially. The lender, 
however, may ask for a personal guarantee from the business 
owner as a secondary source for repaying the loan.

GETTING GUIDANCE
These are just a few of the options available to business owners for 
protecting and preserving their most vital asset. A good fi rst step is 
for business owners to sit down with their Regions Wealth Advisor 
to discuss their needs and goals and determine how diversifi cation 
can benefi t their personal fi nancial situation. 

Their Wealth Advisor can conduct a Regions Wealth Assessment®, 
a tool that provides a clear view of a client’s wealth and risk 
allocation and identifi es potential ways to improve diversifi cation. 
Moreover, the Wealth Advisor can build a team of experts to help 
the business owner with his or her other needs, including succession 
planning, estate planning, insurance and fi nancing goals. 

“We have teams of specialists at Regions who understand how 
businesses operate and how owners build the value they have 
created through their own time and effort,” Puckett says. “We learn 
the unique needs and objectives of our business-owner clients 
and provide the information and solutions they need to make 
informed decisions.” 

“ Unfortunately, 
many business 
owners don’t 
think of their 
business as an 
asset that needs 
to be managed 
to protect 
their personal 
wealth.” 

DAVID PUCKETT,
Regions Wealth Advisor
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A MOTIVATING FACTOR
When structured properly, incentive trusts can encourage 
responsible choices and behaviors among heirs

M
ANY AFFLUENT PARENTS AND 
GRANDPARENTS want to be confident 
their children and grandchildren will 
be responsible, productive members 
of society — that any inheritance they 

receive won’t dampen their work ethic or lead to harmful  
lifestyle choices. These concerns can be even more 
pronounced if their heirs receive their inheritance while 
they still are young or if they have a history of making 
poor decisions.

Establishing what’s known as an incentive trust can 
encourage heirs to act responsibly by tying distributions 
to specific actions or conditions. Common conditions 

include obtaining a college degree, holding a full-time job 
or avoiding harmful or illegal behaviors, such as abusing 
alcohol or drugs. Some may be as specific as requiring an 
heir to live in a certain city. As long as the conditions are 
not illegal, the grantor (the person establishing the trust) 
has a lot of flexibility in designing the trust to fit his or her 
needs and objectives.

HAVING A ‘PLAN B’
Despite that flexibility, a grantor will want to exercise 
judgment when deciding how to structure an incentive 
trust. For one, the trusts are irrevocable: Once they are 
finalized, the grantor can’t unilaterally cancel or change it. 
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Moreover, incentive trusts can cause hardship or 
resentment if they’re overly strict, says Donna Johnson, a 
Regions Trust Advisor. Take, for example, a trust that only 
allows distributions when beneficiaries graduate from 
college. “What happens if the beneficiary becomes  
disabled and can’t graduate?” Johnson asks. It’s important 
that the trust allows a disabled beneficiary to receive 
distributions to cover his or her living costs, despite not 
graduating. “You have to have a Plan B,” she says. 

Another trust condition that can cause unintended  
consequences is one that matches distributions to a 
beneficiary’s salary. This is often a well-intentioned 
attempt to motivate heirs to stay employed. However, 
it can end up penalizing those who choose worthwhile 
but less lucrative careers in, for instance, teaching or 
social work, as well as beneficiaries who want to start 
their own business. 

Restricting distributions to beneficiaries who are 
abusing drugs can mean requiring drug tests, which can 
conflict with medical privacy regulations, Johnson says. 
Privacy concerns also can come into play with incentive 
trusts that link distributions to beneficiaries’ college 
grades or salaries. 

FINDING A BALANCE
One key to minimizing the risk of these scenarios is 
flexibility. The most effective incentive trusts provide 
the trustee — the person or entity overseeing the trust — 
with enough discretion to adjust as situations change. 
For example, if a trust ties distributions to a beneficiary’s 
college graduation, a trustee might decide to allow 
distributions to a beneficiary who’s industrious and 

motivated but chosen a career that doesn’t require a 
four-year degree. 

When a trust restricts distributions from beneficiaries 
who abuse drugs, the trustee may decide to provide a 
minimal level of distributions to ensure that an heir who 
struggles with addiction can afford basic “maintenance 
and support,” such as healthcare and rent, Johnson says. 

In most states, incentive trusts must be structured 
to terminate at a certain point, Johnson says. Some trusts 
could distribute the remaining assets to charity, lineal 
descendants, or to the beneficiaries once they reach, say, 
age 50 or 60, even if the criteria set forth in the trust 
haven’t been met. In any case, “you’ve got to figure out 
a way to make sure you can finally dissolve the trust,” 
she says. 

CHOOSING THE RIGHT TRUSTEE
Trustees play a critical role in administering an incentive 
trust. They must carry out the wishes of the grantor 
while also acting in the beneficiaries’ long-term 
interests. This requires astute judgment and integrity. 

It also requires objectivity and some measure of 
independence. Naming a family member as trustee  
can put everyone involved in a difficult position. Consider, 
for example, an incentive trust with distributions tied to 
gainful employment. Tasking one sibling with determining  
whether a sibling who’s a struggling musician or stay-
at-home parent is gainfully employed can lead to 
arguments and fractured relationships. This is far less 
likely to happen with an institutional trustee. “A corporate  
trustee pulls a lot of emotion out of trust accounts,” 
Johnson says. 

Experienced trustees also help grantors map out 
potential scenarios — the “what ifs” — before determining  
what conditions should be included in the incentive 
trust and how they should be worded. 

Trustees can also facilitate conversations among 
heirs and the grantors to explain the trust’s provisions, 
the reasons for those provisions and the potential tax 
repercussions. Ideally, such conversations occur before 
a trust goes into effect. If they happen only after the 
grantor passes away, beneficiaries can feel blindsided. 
“It’s always important to get the grantor and beneficiaries  
together so all the players know what’s going on,” 
Johnson says. 

Incentive trusts are only one tool families can use 
to leave heirs financial support while also encouraging  
them to reach their goals and avoid poor choices. 
Regions Trust Advisors can talk with clients about 
the advantages and potential shortcomings of incentive 
trusts and assess the role these instruments can play in 
their estate plan. “We regularly meet with our clients 
in person to make sure the terms of their trusts are 
followed,” Johnson says. C
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THE  
FUTURE OF 
COLLEGE
Why higher education in the 
United States needs to change 
to keep up with technology and 
the evolving global economy
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U.S. COLLEGES AND UNIVERSITIES are adapting to the great 
technological innovations of the past few decades and the more 
competitive global landscape — but some education experts think 
they’re not changing fast enough.

Cathy Davidson, director of the Futures Initiative at City  
University of New York and a former longtime Duke University professor, 
studies the intersections between technology and higher education.  
Insights recently spoke with Davidson about how U.S. colleges have 
taken steps to innovate new teaching methods, why they must do 
more and what the future holds.

 Q:  YOU’VE POINTED OUT THAT HIGHER EDUCATION AND HOW PROFESSORS TEACH HAS EVOLVED VERY 
LITTLE OVER THE PAST CENTURY, DESPITE SO MUCH TECHNOLOGICAL AND SOCIETAL CHANGE. WHY IS THAT?

DAVIDSON: As human beings, we’re very conservative about raising our kids and trying to help them become  
productive adults. We tend to think of college as a continuation of home and professors and college administrators 
as liable for our children’s future, just like parents. It’s very difficult for schools to enact radical reform when they 
carry that level of responsibility. There’s also the simple reality that institutions often don’t change until they see 
other institutions change successfully first. Fortunately, more and more of us are forging ahead, thinking of new 
ways to teach and learn, and we’re seeing change starting to happen all over, in ways big and small.

Q:  YOU’VE NOTED THAT MANY COLLEGES HAVEN’T ADAPTED THEIR TEACHING METHODS TO HOW STUDENTS 
MUST THINK AND FOCUS THEIR ATTENTION IN TODAY’S WORLD. CAN YOU EXPLAIN?

DAVIDSON: The first philosopher to write about attention in the Western World was William James in the 1890s. 
He was very interested in how paying attention meant focusing on one problem and shutting out the external world. 
Our 19th-century educational system was designed around that concept: Classes in rows, teachers in the front, no 
one speaks except the teacher unless they’re called upon. The multiple-choice test, invented in 1914, is similar.  Each 
question has four answers and you have to choose the best one. But we don’t live in a world with four choices anymore. 
If I use my smartphone to find the best restaurant somewhere, I get 400 choices.  
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Q:  WHAT CAN COLLEGES 
AND UNIVERSITIES DO  
TO ADDRESS THIS?

DAVIDSON: We need to 
reform education so that 
students learn how to  
navigate a world of constant  
change, distraction and 
cultural differences. Ebola 
is an example. You can’t 
treat the Ebola outbreak 
in West Africa without  
understanding that 
country’s culture, politics 
and religion. Or think 
about the old distinction 
of “work” and “leisure.” 
If I’m on a beach vacation, 

my work is coming to me through my smartphone just 
as rapidly as if I’m sitting in my office. We need to teach 
students how to solve problems, given all the constant 
information we have at our fingertips, and how to manage 
work and life in a world where both are constantly blurred.

Q:  WHAT DOES THIS MEAN FOR HOW  
PROFESSORS TEACH?

DAVIDSON: There are many teaching methods I’d like to 
see implemented, but a key one is project-based learning. 
Students have to learn how to collaborate with people with 
different skills and cultural backgrounds to solve complex 
problems. They need to learn how to merge disciplines, 
multi-task and how to carry a project from idea to imple-
mentation. I’ve developed a system in my classes where 
students may get an A, B, C, D or F grade on their final exam, 
but they also get a transcript that focuses on a whole range 
of other work and life skills like creativity, problem-solving 
and collaboration. The idea is to help students understand 
what skills they learn in these classes that can help them in 
the real world. A big question I focus on: Who on your team 
was able to take that idea and translate it into a realistic 
working product? That’s an absolutely crucial life skill.

Q:  GIVEN THE HURDLES OF ENACTING CHANGE,  
HOW DIFFERENTLY DO YOU THINK HIGHER EDUCATION 
WILL LOOK 20 YEARS FROM NOW?

DAVIDSON: That’s hard to say. There’s been an extreme 
defunding of higher education by state governments since 
the 1980s. That’s why public-school tuitions have risen so 
much and why some large public universities have become 
ultracompetitive. I expect a few small liberal arts colleges 
will go under because there just isn’t the middle-class 

population to afford them anymore. All kinds of pedagogical 
innovation is happening, but it’s hard to make real change in  
a distressed situation. The more prestigious private schools — 
the Dukes and Harvards — are in a better position because 
they have the financial resources and greater clout to enact 
change. On the other hand, some of the most creative solutions 
I’ve seen have been at poorly funded community colleges. 

Q:  WHAT ROLE DO YOU THINK ONLINE COURSES  
AND VIRTUAL LEARNING WILL PLAY IN THE FUTURE  
OF HIGHER EDUCATION? 

DAVIDSON: That’s an interesting question. When MIT first 
started offering video lectures, people were surprised that 
students still attended some lectures in person. There are 
certain professors students just wanted to be in the presence 
of. It’s like movies: There are some movies people still see in 
the theater even though they can watch them at home. So, 
I don’t think the live lecture will disappear, but we will see 
new formats and more options. Students will watch lectures 
online but will have the opportunity to meet with the professor 
in person. He or she won’t be lecturing so much as answering 
questions or focusing on specific issues or problems. 

Q:  TUITION AT FOUR-YEAR PUBLIC COLLEGES TODAY 
AVERAGES ABOUT $9,000 FOR IN-STATE RESIDENTS AND 
$22,000 FOR OUT-OF-STATE RESIDENTS, ACCORDING TO 
THE COLLEGE BOARD. DO YOU SEE TUITION EVER FALLING?

DAVIDSON: The value of a college degree is higher than ever, 
and for every Mark Zuckerberg or Bill Gates who drops out of 
college there are a thousand college dropouts who are working 
menial jobs because they don’t have an education. Given that 
reality, I don’t see the cost of tuition coming down unless states 
increase their funding of public universities — at least to  
pre-2008 recession levels. Families, meanwhile, need to be 
saving up for higher education more than ever before. 

S P O T L I G H T
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Married couple, daydreaming about 
what they’d do if they won the lottery.

Successful attorney and his wife, 
enjoying the rewards of their hard work.OR
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No assumptions.  
Down-to-earth, busy with six kids, very much in love – Patrick and Ana Cordero are living proof that wealth clients don’t fi t any particular mold, and 
their fi nancial needs are never one-size-fi ts-all. Which is exactly why this self-made, successful Miami couple turned to Regions in the fi rst place. 
From boat fi nancing to owner occupied real estate loans, the Corderos’ Regions Wealth Advisor, Susan Tramont, leading a team of subject-matter 
experts, created a comprehensive, customized plan that addressed the couple’s specifi c fi nancial picture. Instead of assumptions, the Corderos 
got unique wealth solutions crafted just for them. Ready to move your life forward? For a personal consultation with a Regions Wealth Advisor, call 
1.800.826.6933 or visit us online at regions.com/corderofamily.
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