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As we look to the second half of 2017, while
unemployment remains low, labor force
participation also remains at historically low
levels. Oil prices are likely to remain under
pressure due to a slower global recovery and
alternative sources of energy. These factors,
and a flattening yield curve, contribute to an
expectation of mild inflation.

Domestic equity investors remain cautious,
but are also cognizant of the markets
demonstrated ability to perform despite an
ambiguous underlying macroeconomic
environment. Foreign equities have shown
renewed strength, and we expect this to
continue.

That being said, one of the reasons I enjoy
this business is that so often expectations are
proven wrong, making my job both
challenging and fascinating. Our discipline is
our strength, and our strategies don’t rely on
predictions to be successful. We remain
committed to managing truly diversified and
efficient portfolios tailored to our clients’
needs.

David M. Richter, CFA

Chief Investment Officer

Choosing a trustee is, perhaps, the most
difficult decision you must make when
completing an estate plan. Do you choose a
family member or friend to be trustee? Why
would you want a professional trustee? What
should I look for in a trustee? What are the
advantages of choosing a professional trustee?

Great Power

Your trustee will hold great power. That power
comes with a tremendous amount of
responsibility.

• collecting all assets
• managing taxes, investments and real

estate
• following ever-changing rules, regulations,

and laws
• is personally responsible for all trust assets,

distributions, filings, and document
compliance.

• take care of beneficiary needs
• answer beneficiary questions and account

to all involved

Leaving your care and your beneficiaries in the
hands of someone not qualified to administer
trusts can be detrimental. Time, experience,
resources and oversight favor choosing a
professional trustee to serve you and yours:

TIME: The work takes time, attention to detail,
and adherence to deadlines. Non-professional
trustees will have to “make time” to take care of
trust matters and such important duties can
become quite burdensome. The work of the
trustee can and does consume significant time
and effort. On the other hand, professional
trustees work on trust matters daily.

Experience: A trustee without experience must
rely on a group of outside professionals to do
the job correctly. The team approach works
well, but can dramatically increase expenses to
the trust assets.

Tax elections and preparation, discretionary
distributions and recordkeeping duties require
specialized experience that most
non-professionals lack. Mistakes in these areas
can be quite expensive and time-consuming.
Due dates and tax elections are routinely

addressed by professional trustees while such
issues may not be effectively managed by
laypersons. Only professional trustees are
continually engaged in the regulatory, legal and
procedural duties required of a trustee.
Resources: The tools a trustee must utilize are
many. A professional trustee has the resources
to cover every aspect required of
administration. The recordkeeping system
provided by professionals is unavailable to
non-professionals.

Oversight: Most trusts are private. That privacy
is often a cherished benefit of using a trust in
your estate planning. That privacy does have a
downside. If a non-professional is chosen as
trustee, that trustee will not have anyone to
oversee the administration. Only professional
trustees are subject to regulatory scrutiny and
audits. Oversight and control results in greater
transparency and consistent trust
administration.

What about costs? Family will do this for
free right? Appointing a family member or
friend makes more sense right?

It is easy to understand that estate planning is
very personal. Choosing family or friends to be
your trustee (who may take care of you when
you are unable to handle your affairs) seems
like a natural choice to make. “A pro won’t know
me or my family!” is a common concern. The
very fact that a professional trustee is not a
family member or friend has benefits. Often, a
chosen family member or friend is placed under
such stresses by beneficiaries that they cannot
remain at arms-length from the situation. Third
party trustees are not beholden to anyone and
can help smooth over or prevent disagreements
among family beneficiaries as a neutral. Often
non-professional trustees call professional
trustees and ask what the pro charges and
must add on the outside advisor fees as well.

So, in the end, the fees paid to a professional,
like in many other parts of life, is money well
spent and a decision well-made. The time,
experience, resources, and oversight of a
professional simply cannot be replaced by
choosing family or friends to such an important
post.
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Future of the Federal Estate Tax
While no one can predict the future, the
possibility of tax reform is once again in the
spotlight. If it occurs, it may very well include
repeal of the federal estate tax and related
changes to the federal gift tax, the federal
generation-skipping transfer (GST) tax, and the
federal income tax basis rules.

History of the federal estate tax
In general, an estate tax is a tax on property a
person owns at death. In one form or another, a
federal estate tax has been enacted or
repealed a number of times since 1797.1

Estate tax enacted Estate tax repealed

1797 1802

1862 1872

1894 1902

1916 2010*

2011*

*For 2010, the estate tax was repealed, but
later retroactive legislation provided that an
estate could elect to be subject to estate tax in
return for a stepped-up (or stepped-down)
income tax basis for most property. The estate
tax was extended in 2011, with some changes.

The estate tax has undergone many changes
over the years, including the addition of a
federal gift tax and a federal GST tax during
modern times. A gift tax is a tax on gifts a
person makes while alive. A GST tax is a tax on
transfers to persons who are two or more
generations younger than the transferor. In
recent years, property owned at death has
generally received an income tax basis stepped
up (or down) to fair market value at death.

During the 2000s, the estate, gift, and GST tax
rates were substantially reduced, and the gift
and estate tax lifetime exclusion and the GST
tax exemption were substantially increased.
The estate tax and the GST tax, but not the gift
tax, were scheduled for repeal in 2010
(although certain sunset provisions would bring
them back unless Congress acted), but
legislation extended the estate tax and the GST
tax in 2011. (For 2010, the estate tax ended up
being optional and the GST tax rate was 0%.)
The gift and estate tax lifetime exclusion and
the GST tax exemption were increased to
$5,000,000 and indexed for inflation in later
years. For 2013, the top estate, gift, and GST
tax rate was increased to 40%, and the
extension and modifications were made
"permanent."

2017 Estate Planning Key Numbers

Annual gift tax
exclusion

$14,000

Gift tax and estate tax
basic exclusion
amount

$5,490,000

Noncitizen spouse
annual gift tax
exclusion

$149,000

Generation-skipping
transfer (GST) tax
exemption

$5,490,000

Top gift, estate, and
GST tax rate

40%

Federal estate tax
Repeal of the estate tax seems possible once
again. If repeal occurs, it could be immediate or
gradual as during the 2000s. Would it be
subject to a sunset provision, so that the estate
tax would return at a later time? All of this may
depend on congressional rules on the
legislative process, other legislative priorities,
and the effect the legislation would have on the
budget and the national debt.

Federal gift tax
If the estate tax is repealed, the gift tax may
also be repealed. However, it is possible that
the gift tax would be retained as a backstop to
the income tax (as in 2010). To some extent,
the gift tax reduces the ability of individuals to
transfer property back and forth in order to
reduce or avoid income taxes.

Federal GST tax
If the estate tax is repealed, the GST tax would
probably be repealed (as in 2010). If the gift tax
is not repealed, it is possible that the lifetime
GST tax provisions would be retained, but the
GST tax provisions at death repealed.

Federal income tax basis
If the estate tax is repealed, it is possible that
the general income tax basis step-up (or
step-down) to fair market value at death would
be changed to a carryover basis (i.e., the
decedent's basis before death carries over to
the person who inherits the property). In 2010,
a modified carryover basis (a limited amount of
property could receive a stepped-up basis)
applied unless the estate elected to be subject
to estate tax. It is also possible that a
Canadian-style capital gain tax at death could
be adopted in return for a stepped-up basis for
the property.

The federal estate tax has
been enacted or repealed a
number of times over the
years, while undergoing
many changes. Tax reform,
including possible repeal of
the estate tax, is back in the
spotlight once again.

1 2015 Field Guide to Estate
Planning, Business Planning
& Employee Benefits
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The Health-Wealth Connection
It's a vicious cycle: Money is one of the greatest
causes of stress, prolonged stress can lead to
serious health issues, and health issues often
result in yet more financial struggles.¹ The clear
connection between health and wealth is why
it's so important to develop and maintain
lifelong plans to manage both.

The big picture
Consider the following statistics:

1. More than 20% of Americans say they have
either considered skipping or skipped going to
the doctor due to financial worries. (American
Psychological Association, 2015)

2. More than half of retirees who retired earlier
than planned did so because of their own
health issues or to care for a family member.
(Employee Benefit Research Institute, 2017)

3. Chronic diseases such as heart disease,
type 2 diabetes, obesity, and arthritis are
among the most common, costly, and
preventable of all health problems. (Centers for
Disease Control and Prevention, 2017)

4. Chronic conditions make you more likely to
need long-term care, which can cost anywhere
from $21 per hour for a home health aide to
more than $6,000 a month for a nursing home.
(Department of Health and Human Services,
2017)

5. A 65-year-old married couple on Medicare
with median prescription drug costs would need
about $265,000 to have a 90% chance of
covering their medical expenses in retirement.
(Employee Benefit Research Institute, 2017)

Develop a plan for long-term health ...
The recommendations for living a healthy
lifestyle are fairly straightforward: eat right,
exercise regularly, don't smoke or engage in
other risky behaviors, limit soda and alcohol
consumption, get enough sleep (at least seven
hours for most adults), and manage stress. And
before embarking on any new health-related
endeavor, talk to your doctor, especially if you
haven't received a physical exam within the
past year. Your doctor will benchmark important
information such as your current weight and
risk factors for developing chronic disease.
Come to the appointment prepared to share
your family's medical history, be honest about
your daily habits, and set goals with your
doctor.

Other specific tips from the Department of
Health and Human Services include:

Nutrition: Current nutritional guidelines call for
eating a variety of vegetables and whole fruits;
whole grains; low-fat dairy; a wide variety of
protein sources including lean meats, fish,
eggs, legumes, and nuts; and healthy oils.
Some medical professionals are hailing the
long-term benefits of the so-called
"Mediterranean diet." Details for a basic healthy
diet and the Mediterranean diet can be found at
health.gov/dietaryguidelines.

Exercise: Any physical activity is better than
none. Inactive adults can achieve some health
benefits from as little as 60 minutes of
moderate-intensity aerobic activity per week.
However, the ideal target is at least 150
minutes of moderate-intensity or 75 minutes of
high-intensity workouts per week. For more
information, visit health.gov/paguidelines.

... and long-term wealth
The recommendations for living a financially
healthy life aren't quite as straightforward
because they depend so much on your
individual circumstances. But there are a few
basic principles to ponder:

Emergency savings: The amount you need
can vary depending on whether you're single or
married, self-employed or work for an
organization (and if that organization is a risky
startup or an established entity). Typical
recommendations range from three months' to
a year's worth of expenses.

Retirement savings: Personal finance
commentator Jean Chatzky advocates striving
to save 15% of your income toward retirement,
including any employer contributions. If this
seems like a lofty goal, bear in mind that as
with exercise, any activity is better than none —
setting aside even a few dollars per pay period
can lead to good financial habits. Consider
starting small and then increasing your
contributions as your financial circumstances
improve.

Insurance: Make sure you have adequate
amounts of health and disability income
insurance, and life insurance if others depend
on your income. You might also consider
long-term care coverage.²

Health savings accounts: These
tax-advantaged accounts are designed to help
those with high-deductible health plans set
aside money specifically for medical expenses.
If you have access to an HSA at work, consider
the potential benefits of using it to help save for
health expenses.

"Always keep two things in
stock: crunchy vegetables and
an emergency savings
account."

Michael F. Roizen, MD, and
Jean Chatzky, personal finance
commentator

Authors of Ageproof: Living
Longer Without Running Out of
Money or Breaking a Hip

¹ American Psychological
Association, February 4,
2015; The Telomere Effect:
A Revolutionary Approach
to Living Younger, Healthier,
Longer, by Blackburn and
Epel; and Ageproof: Living
Longer Without Running Out
of Money or Breaking a Hip,
by Chatzky and Roizen

² The cost and availability of
life insurance depend on
factors such as age, health,
and the type and amount of
insurance purchased. A
complete statement of
coverage, including
exclusions, exceptions, and
limitations, is found only in
the policy. It should be
noted that long-term care
carriers have the discretion
to raise their rates and
remove their products from
the marketplace.
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IMPORTANT DISCLOSURES

Arboretum Wealth & Trust
Management is a division of
GreatBancTrust Company. The
information presented here is not
specific to any individual's personal
circumstances. To the extent that
this material concerns tax matters,
it is not intended or written to be
used, and cannot be used, by a
taxpayer for the purpose of
avoiding penalties that may be
imposed by law. Each taxpayer
should seek independent advice
from a tax professional based on
his or her individual circumstances.
These materials are provided for
general information and
educational purposes based upon
publicly available information from
sources believed to be reliable—we
cannot assure the accuracy or
completeness of these materials.
The information in these materials
may change at any time and
without notice.

Should I purchase towing and rental reimbursement
coverage for my car?
For many individuals, driving a
car is a necessity. Whether
you're driving to work or
running errands on the

weekend, not having your main source of
transportation for even just a week or two can
have a major impact on your daily routine. As a
result, you'll want to make sure your
transportation needs are properly covered in
case your car is ever disabled or in an accident.
Fortunately, in addition to standard auto
insurance coverage, most insurers offer
optional towing and rental reimbursement
coverage for an additional cost.

You can usually purchase towing coverage for
a small premium. This type of coverage will pay
for any towing and labor charges (up to a
specified limit) incurred when your vehicle is
disabled. This coverage can be used any time
your car breaks down — not just when it's in an
accident. Keep in mind that the insurer usually
pays only for labor performed (e.g.,
jump-starting a battery, changing a tire) at the
location where your vehicle is disabled and
does not cover actual repair work performed at
a service station.

Towing coverage is convenient to have,
especially if you travel a lot in your car.
However, if you already have roadside
assistance through another source (e.g., a road
and travel plan), you may not need to purchase
towing coverage.

Rental reimbursement coverage pays a set
amount per day for the cost of a rental car if
your car is being repaired because of an
accident that is covered under your auto
insurance policy (some policies also provide
coverage when a vehicle is stolen). Typically,
this type of coverage is limited to a certain
amount per day (e.g., $30), up to a maximum
amount (e.g., $900). For an additional premium,
the daily limit can usually be increased.

Whether you need rental reimbursement
coverage for your car will depend on your
transportation needs. If you own two vehicles or
have access to an alternative means of
transportation, you may be able to get by
without it. However, if your car is your main
source of transportation, it may be a worthwhile
purchase.

What are bond ratings?
Bond ratings are an essential
tool when considering
fixed-income investments.
Ratings provide a professional
assessment of credit risk, or

the risk of default, which can be measured to
some degree by analyzing the bond issuer's
financial condition and creditworthiness.

Credit rating agencies perform this type of
analysis and issue ratings that reflect the
agency's assessment of the bond issuer's
ability to meet the promised interest payments
and return the principal upon maturity. The
best-known independent rating agencies —
Standard & Poor's, Moody's Investors Service,
and Fitch Ratings — use similar scales in
descending alphabetical order, ranging from
AAA/Aaa for the most creditworthy bonds to
C/D for the least creditworthy.

Bonds rated BBB/Baa or higher are considered
"investment grade." Lower-rated bonds,
commonly called "junk bonds," are
non-investment grade; they generally offer
higher yields and are considered speculative
with higher credit risks. Bond insurance can
add a layer of protection, but it is only as good
as the insurer's credit quality and ability to pay.

A credit rating is not a recommendation to
purchase a bond. Even so, higher-rated bonds
in general may be more appealing to investors,
and — due to supply and demand — typically have
a lower yield than similar bonds with a lower
rating. Investors must balance risk and reward
when choosing bonds that present a
comfortable risk while providing a yield that is
appropriate to help meet investment goals.

Ratings are very important to a bond issuer
when the bond is first offered for sale, because
a higher rating may reduce interest costs. After
the initial sale, significant shifts in the issuer's
financial condition could result in rating
changes that may affect the bond's yield and
market value. However, as long as the issuer
does not default, a change in a bond's rating
would not affect the coupon rate or the principal
due upon maturity.

Bonds carry other risks as well, such as market
risk, interest rate risk, and inflation risk.
However, these depend on factors that are
difficult to measure or predict.

The principal value of bonds fluctuates with
changes in market conditions. A bond sold prior
to maturity may be worth more or less than its
original value.
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