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Today’s increasingly complex world can be even more of a 

challenge to global families who have to deal with tax, regulatory, 

and investment landscapes in multiple jurisdictions. Successfully 

navigating all of this can be daunting. Effective planning can have 

a dramatic impact on global families’ efforts to preserve and build 

wealth—especially when family members and assets are bound 

for the US. Yet we find that many of these families have little 

experience with investment planning and the benefits that planning 

can provide. 

By one count, there are nearly 15 million high-net-worth individuals 

controlling more than $55 trillion in wealth. Over the next three 

decades, nearly $16 trillion of that wealth is expected to be 

transferred to the next generation,* and much of this will cross 

borders. Interestingly, despite frequent claims to the contrary, 

assets flowing into the US are expected to far outstrip outflows 

from the US over the next few decades. 

As global families and/or their assets make their way to the US, 

they will be faced with major challenges that, if not properly 

managed, have the potential to dramatically erode wealth over 

time. To maximize the probability of success, prudent families 

should build a team of professional advisors experienced in the 

specific complex tax, regulatory, investment, and insurance issues 

they face. The lineup should include professionals with expertise 

in the legal and tax environments in the home country and the 

US, along with a world-class wealth manager with a distinctive 

approach and investment strategies aligned with the domicile and 

purpose of the families’ assets. 

PLANNING: THE CRITICAL FIRST STEP 
A holistic approach to wealth planning takes into account more 

than the typical goals of maximizing risk-adjusted returns and 

minimizing taxation. Important considerations may include 

succession planning for the family business, securing the senior 

generation’s lifestyle in retirement, outlining the nature and timing 

of legacies for children and grandchildren, and, perhaps, honing 

the family’s charitable mission. The level of complexity that many 

global families face dramatically increases the potential payoff 

of integrating investment management within a framework of 

comprehensive wealth planning. Planning is the critical first step 

that will help inform all subsequent investment decisions. 

WE CAN HELP

Bernstein is well suited to collaborate with global families and their 

teams of professional advisors. For nearly 50 years, we have put 

our global investment research capability and perspectives to work 

on behalf of our clients. Importantly for global families, our platform 

allows us to provide discretionary investment management and 

custody solutions both onshore (in the US) and offshore in a variety 

of jurisdictions. Collaboration with international tax and legal 

advisors helps ensure that the investment programs eventually put 

in place comply with all relevant tax and legal requirements.

Finally, for families with US investments or members located in the 

US, we offer cutting-edge US-based planning tools to help quantify 

the costs and benefits of various planning and asset allocation 

strategies, leading to better-informed decisions on investing, 

tax planning, transfer strategies, and philanthropy. The analysis 

resulting from this planning process may well be the single most 

important tool in helping clients move forward with confidence, 

particularly with regard to pre-immigration planning for families 

considering a move to the US. 

THE SANTANA FAMILY

To see how the planning process can work, let’s consider the case 

of Don Eduardo and Inez Santana, ages 75 and 70, respectively, 

who are residents and citizens of a Latin American country. Don 

Eduardo has built considerable wealth as he has grown his business 

from a single store into a regional hardware supplier, with an 

estimated current market value of $30 million. He has another $30 

million in liquid assets in addition to residences in his home country 

and Miami, which are estimated to be worth about $7 million. Don 

Eduardo’s current view of his wealth is reflected in Display 1.

INTRODUCTION

All currencies in this paper are quoted in US dollars, unless otherwise noted. 
*Source: Wealth-X and NFP Family Wealth Transfers Report, 2015

BERNSTEIN'S STRENGTHS

� Global Research and Investment Platform

� Discretionary Active Portfolio Management

� Broad Opportunity Among Different Asset Classes

� Transparent Global Fee Schedule

� Collaborative Approach

� Single Point of Contact for All Investments



THE WAY FORWARD 3

Mr. and Mrs. Santana have two children in their late 40s, Bernardo 

and Ana. Bernardo works with his father in the hardware company 

and has been integral to its success over the years. He has 

amassed liquid wealth in his own right of $5 million. He is married 

and has two children. Ana lives in the United States. She married 

her college sweetheart, an American, whom she met while in the 

US as an exchange student, and she has been a US citizen for 

more than a decade now. The couple has three American-born 

children. 

After resisting the move for many years, Don Eduardo has decided 

the time has come to pass the baton to the next generation. Inez 

has been pressuring him for years to retire to the United States, 

primarily to be near Ana and her family, but also to have access 

to US doctors, because her health has been on the decline. 

Bernardo has proven himself a capable leader and looks forward 

to running the hardware business without his father’s daily 

oversight. While Don Eduardo now feels ready to move to the US, 

he knows it will require a number of decisions about the family’s 

wealth, the thought of which he finds overwhelming. Despite a 

professional reputation as a master strategist in his industry, he 

has never formalized a strategy for his assets during his lifetime 

or beyond. This has now taken on added urgency, as he and Inez 

contemplate a move to the US.

PLANNING PROCESS

Don Eduardo’s tax and legal advisors are well-recognized experts 

in their respective fields, but have limited ability to address the 

investment implications of some of the issues the Santanas must 

address. They asked Bernstein to help. Before contemplating 

options for investing Don Eduardo’s liquid assets, we work first to 

identify each of the goals for the family’s wealth. Meanwhile, the 

tax and legal professionals have recommended that Mr. Santana 

try to realize as many capital gains in his wealth as possible before 

becoming a US income-tax payer. Doing so will allow him to enter 

the US with as little taxable unrealized gain in his portfolio as 

possible, reducing US capital gains tax should he ever end up 

selling any of those assets post-immigration. Another important 

point they have emphasized is to consider making appropriate 

transfers before becoming subject to US transfer taxation (40% 

tax rate) on a worldwide basis as a US domiciliary.

Home Country Taxes
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DISPLAY 1: DISORGANIZED PRE-PLANNING PERSPECTIVE
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During an initial meeting with the Santanas we learn that:

 � Don Eduardo and Inez would like to spend approximately 

$750,000 a year in retirement, after US income taxes and 

grown with inflation. 

 � The hardware company, which Bernardo will own, has 

debt obligations of €2.7 million (approximately $3 million), 

maturing in three years’ time. Don Eduardo wants to 

establish a debt reserve to repay this loan. 

 � The Santanas eventually want to provide Ana and her 

children with a significant inheritance.

 � Inez wants to gift to an environmental not-for-profit 

organization in the amount of $300,000 per year for the 

next 10 years.

Bernstein’s planning process highlights a number of critical 

questions regarding the best way to meet these goals: 

 � How much will the Santanas need to sustain their lifestyle 

in retirement?

 � Will they need to monetize part of the hardware business 

to fund their retirement? 

 � What is the best way to leave a legacy for Ana and her 

children? 

 � How much is required to fund Mrs. Santana’s philanthropic 

goal?

 � What impact will Don Eduardo’s becoming a US taxpayer 

have on each of these goals? 

 � How should these pools of family assets be sized and 

allocated across the huge menu of investments, accounts, 

and holding structures over multiple jurisdictions and 

possibly multiple currencies?

Using Bernstein’s proprietary wealth forecasting tools, we 

help the Santanas to reenvision and segment their wealth in a 

manner that takes into account all of these goals. Our Wealth 

Forecasting System allows us to study the impact of different 

asset allocation decisions, trust and estate planning vehicles, tax 

strategies, and other structures under a wide range of plausible 

capital-market conditions, ranging from great to hostile. It also 

enables the Santanas and their advisors to pre-experience the 

potential outcome of varying scenarios and provides them with 

Asset Value Purpose
Asset  

Allocation
Pre-Immigration  

Transfer?
Currency

Hardware  
company $30 Mil. Legacy for son 

and his family N/A Gift to son N/A

Debt reserve $3 Mil. or  
€2.7 Mil. Repay debt Conservative Leave in business 

pre-immigration Euro

Retirement  
spending $19 Mil. Satisfy lifestyle 

in US Moderate Reset cost basis.   
Consider grantor trust USD

Charity $2.85 Mil. Environment Moderate Consider US vs. non-US  
charitable entity USD

Legacy for Ana and 
US descendants $5.15 Mil. Long-term  

legacy Growth Gift to trust for Ana and  
descendants USD

US real estate $4 Mil. Don Eduardo 
and Inez N/A Subject to US gift tax N/A

Home country 
real estate $3 Mil. Bernardo N/A Consider pre-immigration 

transfer N/A

Bernardo’s wealth $5 Mil. Bernardo and 
his family Conservative Not necessary. Already owned  

outright by Bernardo outside US USD

DISPLAY 2: PLANNING RESULTS IN ORGANIZATION AND CONFIDENCE



THE WAY FORWARD 5

the information they need to make a well-informed decision. 
After studying the Santana family’s situation and their options, we 
illustrate a new way to consider their wealth (Display 2).

SANTANAS’ RETIREMENT
As part of the Bernstein planning process, we determine that 
core capital of $19 million invested in a moderate asset allocation 
will enable the Santanas to meet their annual spending need of 
$750,000 at a 90% confidence level for the rest of their lives. The 
core capital calculation explicitly considers the potential for the 
Santanas’ investments to perform much worse than expected, for 
inflation to drive their spending much higher than expected, and 
for Don Eduardo and Inez to live longer than expected. It also 
assumes that the Santanas will denominate these investments 
in US dollars, as the majority of their spending will be in the US. 
Furthermore, we expect they will have $14.2 million remaining 
in their portfolio after 30 years of investing and spending. While 
Bernstein’s forecasts suggest that this amount will be below the 
estate-tax exclusion amount after 30 years’ time, Bernstein’s 
Wealth Planning and Analysis Group will continue to collaborate 
with the Santanas’ estate planning attorneys to minimize the risk 
that their wealth could grow to the level that federal estate tax is 
due. 

With a moderate level of risk-adjusted returns in mind, we 
constructed a portfolio with a substantial allocation to high- 
quality municipal bonds. In addition, the portfolio includes some 
alternative credit strategies that provide exposure to floating-rate 
securities, which Mr. Santana finds particularly interesting given the 
anticipated increase in US interest rates. The return-seeking portion 
of the portfolio includes exposure to frontier market economies. 
Mr. and Mrs. Santana’s portfolio will also benefit from Bernstein’s 
tactical risk-management strategy, Dynamic Asset Allocation, which 
adjusts positioning in response to changing market conditions. (See 
Display 3 for the specific investment portfolio we constructed for the 
Santanas.)

CHARITY
Similar to the core capital study described above, we sought to 
provide Mrs. Santana with the same 90% level of confidence that 
she could set aside enough wealth to meet her commitment to 
supporting environmental causes with $300,000 a year for the next 
decade. In this case, we determined that $2.85 million invested in 
a moderate asset allocation would provide that level of confidence, 

and we would expect her to have $900,000 remaining after 10 
years. Of course, that moderate investment allocation would not be 
the same as in the core capital portfolio, as the charitable moneys 
would be deployed either in a US or non-US charitable vehicle, either 
one of which would be nearly or entirely exempt from US income 
taxes. Among other changes to the portfolio, we would include 
exposure to high-quality global bonds, Treasury inflation-protected 
securities (TIPS), and real assets (real estate investment trusts and 
commodities). These asset classes would be tax inefficient in the 
Santanas’ personal investments, but the tax-advantaged nature of 
the charitable vehicle makes them much more attractive. 

BERNARDO
Bernstein’s analysis has provided Don Eduardo with confidence 
that he has more than adequate resources to fund his retirement. 
Furthermore, his tax advisors have convinced him of the financial 
benefit of transferring the business to Bernardo before becoming 
a US taxpayer. This motivates Don Eduardo to make the transfer 
pre-immigration.

DISPLAY 3: SANTANAS’ CORE CAPITAL:  
MODERATE ASSET ALLOCATION

Investment  
Category   Value ($)

% of 
Holdings

Risk-Mitigating 8,153,900 42.9

Municipal Bonds 8,153,900 42.9

Diversifying 3,172,500 16.7

Fund of Hedge Funds 1,172,500 6.2

Securitized Assets 1,000,000 5.3

Private Credit 1,000,000 5.3

Return-Seeking 7,673,600 40.4

US Stocks 5,197,525 27.4

Developed Int’l Stocks 1,854,225 9.8

Emerging Markets Stocks 371,850 2.0

Frontier Stocks 250,000 1.3

Total $19,000,000 100%

Includes exposure to Dynamic Asset Allocation of $4,470,575.
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We recommended that Bernardo’s $5 million in liquid investments 
be managed conservatively. As an entrepreneur, Bernardo 
knows that the potential for growth and risk is in the hardware 
business. He’s not interested in taking on substantial risk in his 
liquid investments, so we agree that a conservative portfolio 
consisting of 50% risk-mitigating assets and 50% return-seeking 
and diversifying assets would be most appropriate. Because the 
legal and tax team has advised Bernardo to keep his investments 
out of the US to avoid creating a US tax liability, we recommend 
investing his assets in our Luxembourg-domiciled funds and off-
shore partnerships.

In addition to a substantial allocation to high-quality global bonds, 
Bernardo’s portfolio includes an allocation to a fund focused on 
opportunities in securitized assets and to a fund of hedge funds 
via offshore limited partnerships. Both of these strategies provide 
diversification benefits beyond a traditional stock and bond 
mix. Bernardo’s return-seeking assets are broadly diversified by 
geography, style, and market capitalization (Display 4).

The hardware company’s debt reserve also needs to be invested 
conservatively to align with its short time horizon. Given the history 

of financial instability, currency volatility, and the relatively small 
but real possibility of capital controls in the home country, Mr. 
Santana wants the security of knowing that a euro-denominated 
debt reserve will be available to repay the hardware company 
loan when it comes due. To that end, the debt reserve will be 
invested in a global bond fund on Bernstein’s Lux platform that 
will be denominated in euros.

ANA
Based on Bernstein’s analysis, the Santanas have now allocated 
$19 million to Don Eduardo and Inez’s retirement, $2.85 million 
to Inez’s charity, and $3 million to the hardware company’s debt 
reserve. This gives the Santanas a high level of confidence that 
they can set aside $5.15 million for Ana and her children. Mr. 
Santana’s tax and legal team recommend that this legacy be 
transferred by the Santanas before they become exposed to US 
estate and gift taxation on a worldwide basis. While Bernardo’s 
balance sheet will be substantially larger than Ana’s, the division 
of assets is still “fair” in the minds of Mr. and Mrs. Santana.

Given the long-term nature of this portfolio, we recommend that 
the assets be invested in the US in a highly liquid, growth-oriented 
strategy with equity exposure diversified by geography, style, and 
market capitalization. In addition to an allocation to risk-mitigating 
municipal bonds, the portfolio will include exposure to a fund of 
hedge funds, which provides an additional layer of diversification. 
Ana’s portfolio has an allocation to Dynamic Asset Allocation. She 
knows that she might be tempted to push for changes in the 
asset mix in response to heightened market volatility, if it weren’t 
for the peace of mind afforded by this tactical risk-management 
feature (Display 5).

Don Eduardo has indicated concern about the best way to leave 
wealth to his US daughter and grandchildren. He has heard that 
he should leave property for them in a trust but has no idea how 
to evaluate the pros and cons of doing so.

To look at this question, we model two scenarios over a 40-year 
period—one in which Ana receives her inheritance outright from 
her parents (pre–US immigration) and another in which she is 
the beneficiary of a trust holding the inheritance—to evaluate 
the impact of each scenario. Because any property owned by 
Ana outright will be subject to US estate tax (currently 40%) at 
the time of Ana’s eventual death, pursuing this route would have 
a substantially negative impact on the value of the estate left 
for her children. In contrast, a properly drafted trust would not 

DISPLAY 4: BERNARDO’S LIQUID INVESTMENTS: 
CONSERVATIVE ASSET ALLOCATION

Investment  
Category   Value ($)

% of 
Holdings

Risk-Mitigating 2,500,000 50.0

Global Bonds 2,500,000 50.0

Diversifying 700,000 14.0

Fund of Hedge Funds 350,000 7.0

Securitized Assets 350,000 7.0

Return-Seeking 1,800,000 36.0

Global Value Stocks 630,000 12.6

Global Growth Stocks 630,000 12.6

Thematic Growth Stocks 270,000 5.4

Small- and Mid-Cap Value 
Stocks 180,000 3.6

Emerging Markets Stocks 90,000 1.8

Total $5,000,000 100%
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be subject to estate tax. While the income taxes paid on the 
trust assets will likely be higher than if Ana owned the assets 
outright, the estate tax savings will far outweigh this benefit. 
Our analysis quantifies the estate tax savings to be nearly  
$20 million. The Santanas’ insurance provider has recommended 
they consider investing some of the assets for the benefit of Ana 
and her children in a series of insurance services. These products 

have been arranged specifically for the Santana family and based 
on their individual actuarial risks. The net impact of this element 
of the plan is to enhance the estate-planning benefit well beyond 
the $20 million achieved through the trust plan mentioned above. 
In fact, the use of the very same trusts can work to make the 
insurance aspect even more beneficial.

GETTING STARTED
There are, of course, a nearly infinite number of possible questions 
and issues that global families may face. We believe that wealth 
planning, as outlined here, pursued by a knowledgeable team 
of professionals, can help almost any global family identify and 
address their biggest issues. The first step for the family is to 
segment and prioritize their goals. Then, with the answers to 
critical questions about the different objectives, time horizons, 
levels of risk tolerance, and, importantly, the most appropriate 
domicile for each of the various pools of assets, Bernstein can 
begin tailoring investment portfolios specific to each set of 
circumstances. Collaboration with the family’s team of advisors 
is critical throughout the process to ensure that the investment 
programs eventually put in place comply with all relevant tax 
and legal requirements. This holistic approach means that the 
Santanas can move forward with confidence, knowing that 
Bernstein will bring the full breadth and depth of its global 
research and investment management expertise to bear as it 
implements and manages the comprehensive plan customized to 
their family’s unique circumstances. 

DISPLAY 5: ANA AND DESCENDANTS’ TRUST:  
GROWTH ASSET ALLOCATION

Investment  
Category   Value ($)

% of 
Holdings

Risk-Mitigating 1,659,330 32.2

Municipal Bonds 1,659,330 32.2

Diversifying 515,000 10.0

Fund of Hedge Funds 515,000 10.0

Return-Seeking 2,975,670 57.8

US Stocks 2,083,175 40.5

Developed Int’l Stocks 744,175 14.4

Emerging Markets Stocks 148,320 2.9

Total $5,150,000 100%

Includes exposure to Dynamic Asset Allocation of $1,390,500
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NOTE TO ALL READERS 
The information contained herein reflects the views of AllianceBernstein L.P. or its affiliates and sources it believes are reliable as of the 
date of this publication. AllianceBernstein L.P. makes no representations or warranties concerning the accuracy of any data. There is no 
guarantee that any projection, forecast, or opinion in this material will be realized. Past performance does not guarantee future results. 
The views expressed herein may change at any time after the date of this publication. This document is for informational purposes only 
and does not constitute investment advice. AllianceBernstein L.P. does not provide tax, legal, or accounting advice. It does not take 
an investor’s personal investment objectives or financial situation into account; investors should discuss their individual circumstances 
with appropriate professionals before making any decisions. This information should not be construed as sales or marketing material 
or an offer or solicitation for the purchase or sale of any financial instrument, product, or service sponsored by AllianceBernstein or its 
affiliates. 

The [A/B] logo is a registered service mark of AllianceBernstein, and AllianceBernstein® is a registered service mark, used by permission 
of the owner, AllianceBernstein L.P.
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NOTE ON BERNSTEIN WEALTH FORECASTING SYSTEM

Bernstein’s Wealth Forecasting SystemSM is designed to assist investors in making long-term investment decisions regarding their 
allocation of investments among categories of financial assets. Our planning tool consists of a four-step process: 1) Client Profile 
Input: the client’s asset allocation, income, expenses, cash withdrawals, tax rate, risk-tolerance level, goals, and other factors; 2) Client 
Scenarios: in effect, questions the client would like our guidance on, which may touch on issues such as when to retire, what his/her 
cash-flow stream is likely to be, whether his/her portfolio can beat inflation long term, and how different asset allocations might impact 
his/her long-term security; 3) The Capital Markets Engine: Our proprietary model, which uses our research and historical data to create a 
vast range of market returns, takes into account the linkages within and among the capital markets, as well as their unpredictability; and 
4) A Probability Distribution of Outcomes: Based on the assets invested pursuant to the stated asset allocation, 90% of the estimated 
ranges of returns and asset values the client could expect to experience are represented within the range established by the 5th and 
95th percentiles. However, outcomes outside this range are expected to occur 10% of the time; thus, the range does not establish the 
boundaries for all outcomes.

Expected market returns on bonds are derived taking into account yield and other criteria. An important assumption is that stocks will, 
over time, outperform long-term bonds by a reasonable amount, although this is in no way a certainty. Moreover, actual future results 
may not meet Bernstein’s estimates of the range of market returns, as these results are subject to a variety of economic, market, and 
other variables. Accordingly, the analysis should not be construed as a promise of actual future results, the actual range of future results, 
or the actual probability that these results will be realized.

Asset-class projections used in this paper reflect initial market conditions as of June 30, 2015. They include the following median 
forecasts of 40-year compound rates of return: US diversified stocks (represented by the S&P 500 Index): 7.4%; developed international 
stocks (MSCI EAFE Index, unhedged): 8.0%; emerging-market stocks (MSCI Emerging Markets Index): 6.3%; global large-cap value 
stocks (MSCI World Large-Cap Value, unhedged): 8.1%; global large-cap growth stocks (MSCI World Large-Cap Growth, unhedged): 
7.6%; US small-/mid-cap value stocks (Russell 2500 Value): 7.8%; municipal bonds (AA-rated diversified municipal bonds of seven-year 
maturity): 3.8%; US taxable bonds (seven-year maturity): 4.9%; global taxable bonds, hedged (50% sovereigns and 50% investment-
grade corporates of developed countries, with seven-year maturities): 4.2%; diversified hedge funds (Diversified Hedge Fund Asset 
Class): 6.3%; and inflation (Consumer Price Index): 3.1%.


