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Experts: Gold, real estate, even limited partnerships look better than stocks for 2013.

By GAIL LIBERMAN
st o the Dady Nous

Now that Cungress averted
the “fiscal cliff,” in which big tax
increases and spendlng cuts au-
tomatlcally were to kick in Jan.
1, were Palm Beachers' efforts to
plan for it overkill?

What should you do finan-
clally about the forthcoming
budget showdown and the still-
uncertain economy?

Some on the island are ex
periencing “buyer’s remorse,”
sternming from a frantlc effort
last year to glve away money to
get it out of estates, The race was
almed at beating the anticipated

explration of the generous Infla-
tion-adjusted $3 million estate
and gift tax exemptlons. With-
out action by Congress, that ex-
emption was to have reverted to
$1 million on Jan. 1, threatening
to leave heirs saddled with es-
tate taxes as high as 55 percent,
But with the retention of the
larger estate and gift tax ex-
emptlons, a few clients of Cer-
tified Public Accountant Rich-
ard Rampell wonder whether
those gifts should have waited.
Palm Beachers with $5 miilion
to $20 million in assets might
seem rich, he says. But some in
thelr 50s to 70s are worried their
gifts could leave them without

enough money to maintain thelr
lifestyles.

On the other hand, Rampell
says, clients who made charita-
ble deductions and prepaid real
estate and their Northern state
taxes last year are happy with
their decisions. "You might call
it 'seller’s glee,”” he said. The rea-
son is Congress agreed to limit
itemized deductlons this year
for higher-income cllents.

It’s possible that, thanks to
the deal, giving to charlty may
not be as beneficlal tax-wise,
says Leonard Adler, managing
director and fiduciary counsel at
Bessemer Trust in Palm Beach.
A chief reason |s the return of

the itemized deduction phase-
out for those making $250,000
or $300,000 for married couples.

On the plus side, charitable
gifts of appreciated hard assets,
such as stock, could prove more
attractive due to the Increase In
capltal gains tax on the high net
worth. Not only does the capital
gains tax rate rise to 20 percent.
plus from 15 percent for those
making at least $400,000, but a
new 3.8 percent passive income
tax takes effect for higherin.
come earners (see table).

Palm Beach attorney Leslie

Pleasc see INVESTMENTS,
Page A13
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Options include plain old cash, which can be put to work after stocks swoon

From Page A12

R. Evans, publisher of the
Evans Report, notes that
concern over the estate
tax prompted people
sell Palm Beach prop-
ertles for three or four
weeks at year-end. Their
aim was to give money to
heirs, taking advantage of
the larger estate and gift
tax exemption while they
could.

Gold, real estate

But now eyes are turn-
Ing to gold and real estate
as longer-termy  hedges
against anticlpated in
flation triggered by 1he
$16 trillion federal debt.
Due to the new fiscal cliff
deal, the limited quantity
of oceanfront and lntro-
voastal residential prop-
erty in Palm Beach will
only rise in value, Evans
says. The deal, he adds,
gives real estate an edge
uver stocks.

“If you invest in stocks,
you can't tell if the busi-
ness will do beuer in the
future. You'll be taxed
on all distributions,” he
says. “If you invest in a
home, you're not going o
be taxed yearly on the ap-
preciation.” if you've lived
in a home for two of the
past five years, you can
shelter the first $500,000
(per married couple)
from capital goins taxes
Capltal gains tax rates,
he adds, are lower than
top ordinary income tax
rates, which, under new
rules, rise as high as 39.5
percent for income of at
least $:400,000, $450,000
per couple.

“We're gettlng 1nostly
U.S. citizens looking at
'What do 1 do with my
money',” Cvans said. “I
see that going into the
housing market.” At least

in Palm Beach, Evans
thinks, the real estate
market js not as manlpu-
lated as the stock market

Brent  fykes, senlor
investment pariner for
SunTrust Banks affiliate,
GenSpring  lFamily Of-
fices LLC, In Jupiter, says
high-networth  cllents
have shifted concern from
taxes to the debt ceiling.
Some captured gains and
preserved losses last year
for future years in an-
ticipation of higher taxes.
Those losses are expected
to become even maore
valuable in coming years
when higher taxes may
prove Inevitable, he says

Many clients are look-
ing for yield tn Invest-
ments that don't move
with the stock marhe,
he says. Sources include
non-agency  residential
morcgage-bached securi-
ties, defenslve high-yield
corporate debt and mu-
nicipal high-yleld bonds.
far stocks, the interest is
innon-U.S. and emerging
market stocks.

Clients are accessing
gold through exchange
traded funds, such as
SPDR Gold Shares (GLD).
Others own physical gold,
such as coins snd bars
They're turning toward
gold mining stocks, such
as Van Eck Globul's Gold
Miners Exchange Traded
Fund (GDX).

Inaquest for commaodi
tles, some clients have
been Inquiring about
specific agricultural com
madities as an inflation
hedge While I'ykes cites
ot least two exchange-
traded funds comtaining
agricultural  commodi-
ties, he largely has met
this need through the
Invesco  Balanced-Risk
Commodity Fund. That

diversified fund, he notes,
is evenly weighted among
agricultural, energy, pre-
clous metals and industri-
al sectors. it is designed to
move opposite the stock
market.

Master limited partner
ships, which largely in-
vesttn energy, are gaining
steam as cllents seek di-
versification from stocks,
coupled with tax ben-
efits. Fykes notes that the
Unlted States is expecting
10 emerge as an encrgy
leader in coming years,
though it will take time,
he warns

Master limited parner-
ships weresald off late last
year amid concerns they
could lose tax advantag-
es, said Dennis Melchior,
vice president of UBS
Wealth Management.
Now they're looking more
attractive.

“People are selling cor-
porate bonds and fixed-
income securities, and
buying master limlted
partnerships.” With the
tlse in capital gains taxes
on high-income clients,
master-limited-partner-
ship distributions include
return of capital. That
capital gets subtracted
from taxable capital galns
— @ plus for those now in
the higher capital-gains
tax bracket

Good news

The new fiscal cliff
deal, according to Mel
chior, has eliminated
client fears (hat master
limited partnerships, mu-
nicipal bonds and divi-
dends would be subject to
higher tax rates in 2013,

Municipal bonds are
more attractive as a shel-
ter against Increased tax-
es expected on the high
net worth, he says. While

Municipal bonds
are moie attractive
as a shelter
against increased
taxes.

their value Is limited,
there are opportunities in
munlcipal bonds for those
whao make very careful se-
iectlons

"People are staying
away from corporate
bonds,” Melchior said.
“You're starting to get
into a market where these
things are very expen-
sive.”

Another  popular  in.
vestment: Plain old cash.
By keeplng larger cash po-
sitions, cllents make some
money If the markets rise,
but won't get killed if the

market drops in value,
Melchior says. Once mar-
ket values drop, they can
put their money to work,
buying investments at
lower prices.

For those who might re-
gret jJumplng the gun on
the estate and gilt taxes
last year, the Miami law
finn, Holland & Knight,
lists several advantages to
getting imoney ot of ¢s-
tates last year.

“Largely, it still works
because the estate and
glft taxes were 35 percent
and now they're 40 per
cent,” says Christopher
W. Boyett, chairman of
the firm's Private Wealth
Services Group in South
Florida

“If you made a trans
fer, any appreciation you
uansferred is out of your
estate.”

Other advantages: If
you have a grantor trust,
it's possible grantor trust
tules could change thls
vear. These created last
year likely are safer than
those created this vear,
the law firm suggests

Plus, you're less likely
to be audited for gili o
estate (ax purposes Not
only might your 2012 gift
leave you with less money
exceeding the estate- and
gift-tax exemptlons, but
the clock is alieady tick
ing on your 2012 gift for
the IRS’ three-year statute
of limitations on audhs

Moreover, come this
year, those with beaucoup
assets can move more
money out of thelr estates
annually. ‘That’s because
you can give away $14,000
annually, up from 313,000,
gifi-tax-free.



