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Different Inflation Measures, Different Purposes
The inflation measure most often mentioned in the media is the Consumer Price Index for All Urban Consumers
(CPI-U), which tracks the average change in prices paid by consumers over time for a fixed basket of goods and
services. In setting economic policy, however, the Federal Reserve Open Market Committee focuses on a
different measure of inflation — the Personal Consumption Expenditures (PCE) Price Index, which is based on a
broader range of expenditures and reflects changes in consumer choices. More specifically, the Fed focuses on
"core PCE," which strips out volatile food and energy categories that are less likely to respond to monetary
policy. Over the last 10 years, core PCE prices have generally run below the Fed's 2% inflation target.

Sources: U.S. Bureau of Labor Statistics and U.S. Bureau of Economic Analysis, 2020 (data for the period September 2010 to September 2020)
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Estate Planning Strategies in a Low-Interest-Rate Environment
The federal government requires the use of certain
interest rates (published by the IRS) to value various
items used in estate planning, such as an income,
annuity, or remainder interest in a trust. The
government also has interest rates that a taxpayer
may be deemed to use in connection with certain
installment sales or intra-family loans. These rates are
currently at or near historic lows, presenting several
estate planning opportunities. Low interest rates
generally favor certain estate planning strategies over
others and may have a detrimental effect on others.

Grantor Retained Annuity Trust (GRAT)
In a GRAT, you transfer property to a trust, but retain a
right to annuity payments for a term of years. After the
trust term ends, the remaining trust property passes to
your beneficiaries, such as family members. The value
of the gift of a remainder interest is discounted for gift
tax purposes to reflect that it will be received in the
future. Also, if you survive the trust term, the trust
property is not included in your gross estate for estate
tax purposes. If the rate of appreciation is greater than
the IRS interest rate, a higher value of trust assets
escapes gift and estate taxation. Consequently, the
lower the IRS interest rate, the more effective this
technique generally is.

Charitable Lead Annuity Trust (CLAT)
In a CLAT, you transfer property to a trust, giving a
charity the right to annuity payments for a term of
years. After the trust term ends, the remaining trust
property passes to your beneficiaries, such as family
members. This trust is similar to a GRAT, except that
you get a gift tax charitable deduction. Also, if the
CLAT is structured so you are taxed on trust income,
you receive an upfront income tax charitable deduction
for the gift of the annuity interest. Generally, the lower
the IRS interest rate, the more effective this technique
is.

Installment Sale
You may also wish to consider an installment sale to
family members. With an installment sale, you can

generally defer the taxation of any gain on the property
sold until the installment payments are received.
However, if the family member resells the property
within two years of your installment sale, any deferred
gain will generally be accelerated. The two-year limit
does not apply to stocks that are sold on an
established securities market.
You are generally required to charge an adequate
interest rate in return for the opportunity to pay in
installments, or interest will be deemed to be charged
for income tax and gift tax purposes. However, with
the current low interest rates, your family members
can pay for the property in installments, while paying
only a minimal interest cost for the benefit of doing so.

Low-Interest Loan
A low-interest loan to family members might also be
useful. You are generally required to charge an
adequate interest rate on the loan to avoid income tax
and gift tax consequences. However, with the current
low interest rates, you can provide loans — or refinance
an existing loan — at a very low rate and family
members can effectively keep any earnings in excess
of the interest they are required to pay you.

Charitable Remainder Unitrust (CRUT)
You retain a stream of payments for a number of years
(or for life), after which the remainder passes to
charity. You receive a current charitable deduction for
the gift of the remainder interest. Interest rates have
no effect if payments are made annually at the
beginning of each year. Otherwise, interest rates
generally have only a minimal effect. However, in this
case, a lower interest rate increases the value of the
charitable remainder interest slightly less than a higher
interest rate would.
The use of trusts involves a complex web of tax rules
and regulations, and usually involves upfront costs and
ongoing administrative fees. You should consider the
counsel of an experienced estate professional before
implementing a trust strategy.

More to Consider
Here is how certain factors affect the valuation of remainder interest transfers in the trusts discussed here. In addition to the
interest rate, you may want to consider how the length of the trust term and the amount of the trust payments affect values.
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Sharing Your Money Values Can Be Part of Your Legacy
When it's time to prepare the next generation for a
financial legacy, you might want to bring your family
members together to talk about money. But sitting
down together isn't easy, because money is a
complicated and emotionally charged topic. Rather
than risk conflict, your family may prefer to avoid
talking about it altogether.

Defining your giving parameters in advance will make
it easier to set priorities, explain why you are making
certain decisions, and manage expectations. For
example are you willing and able to:

What does money mean to you? Does it signify
personal accomplishment? The ability to provide for
your family? The chance to make a difference in the
world? Is being a wise steward of your money
important to you, or would you rather enjoy it now?
Taking time to think about your values may help you
discover the lessons you might want to pass along to
future generations.

Help fund a college education?
Provide seed money for a small business?
Help with a down payment on a home?
Pay for medical expenses?
Contribute to an account for a family member with
special needs?
• Offer nonfinancial help such as child care or
transportation?
There are no right or wrong answers as long as your
decisions align with your financial values and you are
sure that your gift will benefit both you and your family
member. Maintaining consistent boundaries that define
what help you are willing and able to provide is key.
Gifts that are not freely given may become financial or
emotional obligations that disrupt family relationships.

Respect Perspectives

The Great Wealth Transfer

If your family isn't quite ready to have a formal
conversation, you can still lay the groundwork for the
future by identifying and sharing your money values —
the principles that guide your financial decisions.

Define Your Own Values

The unspoken assumption that others share your
financial priorities runs through many money-centered
conversations. But no two people have the same
money values (even relatives). To one person, money
might symbolize independence; to another, money
equals security. Generational differences and life
experiences may especially influence money values.
Invite your family members to share their views and
financial priorities whenever you have the opportunity.

•
•
•
•
•

Seventy percent of U.S. household wealth is held by older
generations. Although younger people may be far behind
today, they stand to inherit much of this wealth in the
coming decades, while also accumulating wealth through
their own efforts.

See Yourself as a Role Model
Your actions can have a big impact on those around
you. You're a financial role model for your children or
grandchildren, and they notice how you spend your
time and your money.
Look for ways to share your values and your financial
knowledge. For example, if you want to teach children
to make careful financial decisions, help them shop for
an item they want by comparing features, quality, and
price. If you want teenagers to prioritize saving for the
future, try matching what they save for a car or for
college. Teaching financial responsibility starts early,
and modeling it is a lifelong effort.

Practice Thoughtful Giving
How you give is another expression of your money
values, but if a family member is the recipient, your
generosity may be misconstrued. For example, your
adult son or daughter might be embarrassed to accept
your help or worried that a monetary gift might come
with strings attached. Or you may have a family
member who often asks for (or needs) more financial
support than another, which could lead to family
conflicts.

Source: Federal Reserve, 2020 (Q2 2020 data)

Reveal Your Experiences with Money
Being more transparent about your own financial
hopes and dreams, and your financial concerns or
struggles, may help other family members eventually
open up about their own.
Share how money makes you feel — for example, the
satisfaction you felt when you bought your first home
or the pleasure of giving to someone in need. If you
have been financially secure for a long time, your
children may not realize how difficult it was for you, or
for previous generations, to build wealth over time.
Your hard-earned wisdom may help the next
generation understand your values and serve as the
foundation for a shared legacy.
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Four Tips to Help Avoid Burnout While Working from Home
The coronavirus pandemic has completely changed
the corporate landscape. Many companies have
transitioned to having a majority of their employees
work from home. As a result, long commutes, office
lunches, and face-to-face meetings could be a thing of
the past.

2. Stick to a routine. Just because you aren't going
into an actual office each day doesn't mean you should
change your normal workday routine. Keeping a set
schedule can help you stay focused and allow you to
disconnect and wind down once the workday has
come to an end.

Even when the pandemic eventually subsides, working
remotely may be here to stay. According to a recent
survey, three-quarters of adults who are able to work
remotely would like to continue doing so at least one
day a week after the pandemic is under control.1

It can take time to adjust to working from home, but
you will eventually fall into a routine that works best for
you and allows you to maintain a healthy work/life
balance.

While working from home has its advantages (e.g., no
commuting costs, more flexibility), it also comes with
certain challenges (e.g., lack of home office space,
dealing with distractions at home). Often these
challenges can make it difficult to have a healthy
work/life balance. That's why it's important to take
steps to help avoid burnout while working at home.
Here are some tips to help you stay on track.
1. Carve out a dedicated workspace. Ideally, your
work-from-home setup should be located where you
can avoid interruptions or distractions. If you don't
have a spare room to use for your workspace, try
carving out an area for your "office" wherever you can
— even a dining room table or a desk in the corner of
your bedroom can work.

3. Break up the day. It's easy to forget to take breaks
when your workspace is in your home. Going for a
short walk, running a quick errand during lunch, and
standing up to stretch once in a while will help you
recharge and decompress throughout the day.
4. Stay connected. Working from home means you
have less opportunity to interact regularly with your
co-workers, which can feel isolating. That's why it is
important to stay connected by using the technological
resources that are available to you (e.g., video
conferencing, instant messaging).
1) Morning Consult, 2020
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