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FINANCIAL PLANNING

Why 2016 May be the Best Time to Review
Your Estate Plan
by A. Scott White, CFP ®, ChFC, CLU

ESTATE PLANNING

In more than 25 years of helping families pursue their wealth goals, I’ve observed that most people do not

PHILANTHROPIC PLANNING

meet with a professional at regular intervals to review their estate plan and make sure it still meets their

TRUST PLANNING

family’s needs, much less tweak it for changes in the law. Often when I ask, “When was the last time you
reviewed your estate plan

TAX PLANNING

with a professional?” the

INVESTMENT PLANNING

most common response

IRA DISTRIBUTION PLANNING

is, “Just did it not too long

ASSET PROTECTION PLANNING

ago.” Upon reviewing the
documents, I find “not

INSURANCE PLANNING
long-term care planning

too long ago” means 10 or
more years ago.
For those of you who
have reviewed your estate
plans “not too long ago,” 2016 may be the best opportunity since 2009 for a review. With the global stock
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markets off to a weak start in January, it might be a good time to consider gifting strategies. The annual
exclusion gifts (the amount you can give someone without filing a gift tax return) are now $14,000 per
individual, up from $12,000 in 2008, and with low stock prices, you can gift more shares of securities
than in recent years. Also, with low valuations of securities, this might be a great time to set up a grantor
retained annuity trust (GRAT) and/or a spousal lifetime access trust (SLAT), which attempt to freeze
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securities at today’s prices and allow for future appreciation of security prices out of the estate and gift tax
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arena for the benefit of your heirs.
continued on page 2
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Scott participated in Dictionary Day at Franklin Park
Elementary School. Here he
is with third graders who received dictionaries that day.

Phil LeBoutillier films Scott during
the video shoot.

Some Scott White
Advisors clients
participated in a video
shoot in December.
Scott gave a financial
planning presentation
that was videotaped
for his website.

“Homecoming” was
the theme for the
annual Dollar Day
event co-sponsored by
Scott White Advisors
and Uhler and Vertich
Financial Planners.
Scott is proud to note
that in this photo he
wears his high school
letter jacket.
The Lee Memorial Health Foundation again asked Scott to present
his talk, “Financial Planning for Surviving Spouses.” He made the
presentation in January.
Raymond James Financial Services, Inc., selected Scott to attend an
invitation-only, national Advanced Wealth Management Symposium
in March.

Other changes occurring since 2009 make this a good time
to review your estate plan. In December 2015, the Protecting Americans from Tax Hikes Act (PATH) made permanent
many of the tax extenders which needed to be approved every
year by our Congress and President. One of the most popular
provisions is the qualified charitable distribution rule (QCD)
that allows individuals over age 70½ to give up to $100,000
per year directly to a public charity from their IRA, with some
limitations. Since charitable giving plays an important role in
estate planning and this law is now permanent, it may be time
to review your entire estate plan.
In 2015 a Supreme Court ruling gave same sex couples access
to the same estate planning techniques heterosexual married
couples have enjoyed for years. This will now make millions
of Americans eligible for dramatically different legal rights
upon the death or disability of a life partner than previously
possible.
In 2011 the unified credit was raised to $5 million and is now
$5.45 million (or $10.9 million per couple) in 2016. The unified
credit represents the amount you can leave beneficiaries before
estate or gift taxes are levied. Estate planning laws that year
also established portability, reducing the need for many families to utilize the AB trust—also known as the family marital
credit shelter trust—which may allow for less complexity in
many estate plans.
If your estate is over $5.45 million (or $10.9 million per couple),
the increase in the generation skipping exemption might be
worth considering. In 2009 the limitation was $3.5 million (or
$7 million for a married couple) that could be placed into a
trust for multiple generations before the tax would apply.
In 2011 changes to the Florida durable power of attorney
statutes allow individuals to grant more powers to your agent
than were previously available.
Estate plans should be reviewed periodically, and given the
recent changes to the laws and the opportunities created by
weak global stock markets, you might find 2016 to be a great
year to review your estate plan. Remember, estate planning, as
a component of comprehensive financial planning, should be
discussed with your tax and legal advisors for its appropriateness given each family’s unique circumstances. Please contact
my office if you want to discuss your family’s estate plan. n
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by A. Scott White, CFP ®, ChFC, CLU
After a disappointing year in 2015 for major stock market indexes, I understand why
investors would want to compare their investment portfolio performance to the indexes.
But I would strongly urge investors not to believe there is any real meaningful conclusion
that could be derived from this simple comparison. Just as meaningless as a one-year
investment performance comparison is in a well-diversified investment portfolio
designed to meet an investor’s goals, so are the 3-year, 5-year and 10-year comparisons.
After all, these comparisons have nothing to do with how investments might perform in
the future or how a well-planned portfolio strategy might provide investors the best chance of reaching investment goals
regardless of past experience.
Let’s take a look at what the 10-year investment return number actually measures. Many individuals believe the 10-year
investment return gives a good representation of what an investor might expect in the future from investing in this (one
cannot invest directly in an index) or similar investments. The thinking is that over a 10-year period, this number would
include a complete investment cycle, including periods of both growth and recession. It is assumed that 10 years is such
a lengthy period that any one year would have little impact on the 10-year average investment return. Nothing could be
further from the truth. We must remember that the 10-year investment return is actually measuring the return between
two points in time. Let’s take a look at the rolling 10-year investment returns of the S&P 500 index since 1980.
2016 FactSet Research Systems Inc.

Commentary

Don’t Drive Forward Looking in Your
Rearview Mirror

This graph is not a reliable indicator of what might happen. The 10-year investment return actually goes up and down
in large movements in relatively short periods of time. The 10-year investment returns went from 19.49% in August
2000 to less than half, or 8.53%, by March 2003. Notice the 10-year average return is actually negative from November
2008 to October 2010. So how could any investor in 2000 actually glean any useful information from the 10-year investment return figure?
The danger here is that many investors do look at the 10-year return figure and assume the figure is providing a clue of
what to expect in the future. Let’s take international investing as an example. A common index for measuring international stock market returns is the MSCI EAFE Price Index, EAFE. In this chart, the EAFE index peaks on July 16, 2007 at
1,212 and closes at 1,013 on December 31, 2015. Although the index is up 96% since March 9, 2009, if the EAFE index
does not rise another 200 points before 2017, it will post a negative 10-year return. Once that happens, many investors
may choose to stay away from foreign stock markets altogether, fearing negative investment returns. But looking forward, if the EAFE index stays at 0% return, by 2018 the 10-year investment return will look quite positive, not because
continued on back page
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of spectacular performance going forward, but because the index peak of 2007 will no longer be the starting point in the 10-year return calculation. The starting point years ago is just as important a part of calculating any investment’s return as the end point, but many investors don’t
understand this.
With the 2016 global stock markets off to a rocky start, how likely is the EAFE index to increase by 200 points, averting a potential 10-year negative return number? Who knows? But I know that anyone avoiding investing in international stock markets based on the EAFE index’s 10-year
rate of return could wind up making a big mistake. Please consider these findings1:
1. O
 ver the past 10 years, most best-performing stocks have come from outside the U.S. Since 2004, 79 of the 100 best-performing stocks in the
world have been outside the U.S.2
2. F
 orward-looking earnings per share (EPS) estimates point to better earnings in non-U.S. companies. Projected EPS growth for the next five
years is expected to be about the same in the U.S. as the past five years, while substantial increases are forecast for Europe, the Middle East/
Africa and Latin America.3
3. Global growth as measured by gross domestic product (GDP) is expected to outpace U.S. growth in the U.S.4
4. O
 ver different time periods, international equities have outperformed U.S. equities. Since 2000, global portfolios have outperformed
U.S.-centric portfolios over rolling 10-year periods 80% of the time.5
This information seems much more valuable when building an investment portfolio to meet an investor’s goals than knowing the 10-year average of an index which may look completely different in a
couple of years.
Often the real damage disappointing investment returns
causes is investors becoming emotionally disappointed and
thus tempted to give up on a sound investment strategy—to
chase an investment just coming off a period of strong performance, only to find out later about the low probability for
the investment to repeat the past. In other words, one would
never consider driving a car down a road by looking solely in
the rearview mirror. It is much more important to know the
direction the car is traveling—not where it has been. Put another way, I am not concerned about the airport the plane I’m
about to board came from, but I am very concerned about the
next destination where the plane is scheduled to arrive.

1 Five myths of international investing – and how to overcome them. Wells Fargo Insight Guide, October 2015.
2 Source: MSCI ACWI in dollar terms as of June 30, 2015.
3 Source: FactSet and Wells Fargo Asset Management, as of June 30, 2015.
4 Data provided by IMF as of June 30, 2015.
5 Past performance is no guarantee of future results. Sources: MSCI ACWI in dollar terms and the MSCI USA index. n
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