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In these unsettled times, there are planning strategies 
that wealthy families should consider. For some, low 
interest rates and depressed asset values create 
opportunities that are potentially advantageous. 
 
Low interest rates 
In April, the applicable federal rates (AFRs) and the 7520 
rate will drop to near historic lows. That will make certain 
planning strategies even more attractive. Those strategies 
include: 

 Sales to grantor trusts 
 Grantor retained annuity trusts (GRATs) 
 Charitable lead annuity trusts (CLATs) 
 Restructuring intra-family notes, including notes 

to trusts 
 
With a sale to a grantor trust, a low AFR may enable an 
individual to transfer more future appreciation to the 
trust’s beneficiaries without any gift or estate tax cost. 
Similarly, with a GRAT or CLAT, a low 7520 rate may 
enable an individual to transfer more future appreciation 
to the trust’s remainder beneficiaries (typically a trust for 
the benefit of the individual’s children) without any gift or 
estate tax cost. For an individual with an existing intra-
family loan (including a loan to a grantor trust), it may be 
worthwhile considering whether to restructure the loan, 
locking in the lower AFR. 
 
Low current valuations 
Lower current valuations and the potential for rebound 
may further enhance the potential upside of certain 
planning strategies. Those strategies include: 

 Gifts (outright or in trust) 
 Sales to grantor trusts 
 Roth conversions 

 
An individual can gift an asset with a depressed value 
(either outright or in trust). For example, an individual 
might consider contributing depressed assets to a spousal 
lifetime access trust (SLAT) (if the individual is married), a 
GRAT, or a CLAT, or the individual might consider selling 

those assets to a grantor trust. By doing so, the individual 
in effect would shift any rebound in the assets’ value to 
the trust. In some cases, it may make sense to use 
interests in a limited liability company (LLC) or a limited 
partnership funded with publicly-traded securities in 
connection with one of those strategies. 
 
For an individual with a traditional (or regular) IRA that 
has depressed assets, this may be a good time to 
considering converting the traditional IRA to a Roth IRA. 
The income tax cost of conversion would be less, and any 
post-conversion rebound in the assets’ value would be 
avoid any income tax, because it would occur in the Roth 
IRA. 
 
Extension of time to file and pay 2019 income and 
gift taxes 
The federal government extended the due date for filing 
of 2019 income tax returns, paying 2019 income taxes, 
and paying 2020 estimated income taxes that otherwise 
would be due on April 15, 2020. It also extended the due 
date for filing of 2019 gift tax returns and paying 2019 
gift taxes. 
 
There won’t be any interest or penalties on any 
postponed tax payments. The extensions are automatic; 
there’s nothing to file to obtain any of them.   
 
Some states have followed suit; some have not. Thus, an 
individual should confirm whether the due date for the 
filing of state income tax returns and the payment of 
state income taxes has been extended in the states where 
the individual owes income taxes.  
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Additional resources 
The Advanced Planning Group maintains a series of 
publications on planning strategies. For more information, 
ask your UBS Financial Advisor about the following 
Advanced Planning Insights:  

 Have No Fear, Planning Opportunities Are Here 
 Sales to Grantor Trusts 
 Grantor Retained Annuity Trusts (GRAT Basics) 
 Planning Opportunities When GRATs Fail 
 Charitable Lead Annuity Trusts 
 Intra-Family Loans 
 Spousal Lifetime Access Trusts 
 Roth Conversions 

 
 



 

 

This report is provided for informational and educational purposes only. Providing you with this information is not to be considered a solicitation on 
our part with respect to the purchase or sale of any securities, investments, strategies or products that may be mentioned. In addition, the information 
is current as of the date indicated and is subject to change without notice.  

Neither UBS Financial Services Inc. nor its employees (including its Financial Advisors) provide tax or legal advice. You should consult with your legal 
counsel and/or your accountant or tax professional regarding the legal or tax implications of a particular suggestion, strategy or investment, including 
any estate planning strategies, before you invest or implement.  

Important information about Advisory and Brokerage Services 

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers both investment advisory and brokerage services. These 
services are separate and distinct, differ in material ways and are governed by different laws and separate contracts. It is important that clients 
understand the ways in which we conduct business and that they carefully read the agreements and disclosures that we provide to them about the 
products or services we offer. For more information on the distinctions between our brokerage and investment advisory services, please speak with 
your Financial Advisor or visit our website at ubs.com/workingwithus. 2019-123004_S 
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