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Rising interest rates. Unchecked inflation. Market volatility. 
Escalating geopolitical risks. 

Investors are eager to leave the chaos of 2022 behind,  
but with obstacles still lingering, how can you make the  
most of the coming year? 

Against the backdrop of a prolonged and challenging 
macroeconomic environment, the expectations of  
high-net-worth investors have been put to the test by  
a host of issues not seen in decades. 

Despite these headwinds, there are silver linings for those 
who focus on planning for the long term. As the economic 
shockwaves of 2022 continue to reverberate, the resulting 
jolts will be felt in varied and distinct ways. 

As we compiled our 2023 wealth planning outlook (read our 
investment outlook), we set out to examine the year ahead 
through four different lenses: multigenerational families, 
business owners, women and philanthropists. While we are 
all unique and likely to face a different set of headwinds, we 
all share one critical quality: resilience. No matter who you are, 
harnessing the fortitude gained during the last few years will 
be key to success in the year ahead. 
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P L A N N I N G  F O R  A  R I S I N G  I N F L AT I O N  A N D  
I N T E R E S T  R AT E  E N V I R O N M E N T 

In late 2022, the Internal Revenue Service (IRS) announced some  
of the biggest inflation adjustments made in history, which will 
increase income tax brackets and more than 60 tax provisions.  
One benefit of these changes is the increase in federal estate and  
gift tax exclusion amounts you can give away tax-free both on an 
annual and lifetime basis. 

ANNUAL GIFT TAX EXCLUSION

2022 $16,000

2023 $17,000

Change $1,000

LIFETIME GIFT & ESTATE TAX EXCLUSION

2022 $12,060,000

2023 $12,920,000

Change $860,000

Planning for these increased amounts is especially important  
given that the historically high exemption is due to expire as of 
January 1, 2026, when it will return to its previous amount of $5 million 
(adjusted for inflation as of 2017). Making use of this high exemption 
in depressed market environments creates an even more valuable 
opportunity to pass wealth on to future generations. The most 
successful wealth transfer occurs when the assets transferred go on 
to increase in value, and the future appreciation occurs outside the 
transferor’s estate, avoiding future estate taxes. 

Beyond direct gifting, some of the methods used to freeze asset 
values in an estate are also going through a paradigm shift. From 
2010 to 2022, we were planning in a low interest rate environment, 
which greatly benefited certain gift and estate tax freeze strategies. 
These strategies depend on transferring wealth in return for a 
payment stream that is indirectly dependent on the prevailing federal 
funds rate; future appreciation above that rate is transferred to family 
members tax-free. As a result, common strategies such as intrafamily 
loans, sales or transfers to grantor retained annuity trusts (GRATs) 
have been highly effective. 



WEALTH PLANNING OUTLOOK4

These strategies still remain effective under the right circumstances; 
however, as interest rates rise, other techniques that accomplish different 
objectives become more valuable. In 2022, the so-called “hurdle rate” 
that many of these strategies depend on (the “7520 rate”) increased 
three-fold. 
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Two options to consider in a higher interest rate environment are 
qualified personal residence trusts (QPRT) and charitable remainder 
trusts (CRT). A QPRT is a type of trust that allows people to remove their 
personal residence or second home from their estate in a tax-efficient 
manner, while retaining the right to remain on the property for a specified 
term. As the 7520 rate increases, the value of the taxable gift associated 
with transferring the remainder interest decreases, making QPRTs an 
attractive strategy with higher interest rates. 

A CRT, however, is a method of deferring gains while also benefiting 
charity. The higher the 7520 rates, the higher the value of the charitable 
interest and the more likely the CRT will pass certain IRS requirements. 
Both a QPRT and CRT become more efficient with higher interest rates, 
but their effectiveness depends upon each person’s unique goals and 
circumstances. Fluctuating interest rates are a reminder to review your 
estate planning strategies in the current environment. 
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P L A N N I N G  F O R  C O N T I N U E D  T A X  U N C E R T A I N T Y

The midterm elections in 2022 brought clarity to what we can 
expect near-term: a newly divided Congress signals gridlock, with 
the Tax Cuts and Jobs Act (TCJA) and its expiring provisions likely 
to remain in effect for at least the next two years. Beyond that, 
whether those provisions continue to be extended or left to expire 
is hard to predict. The most recent Budget and Economic Outlook 
from the Congressional Budget Office (CBO), published May 25, 
2022, estimated that over the next decade interest payments on 
the national debt will nearly triple from $399 billion to $1.2 trillion. 
Interest expense on that debt could exceed $8.1 trillion. If these 
projections are accurate, interest costs over the next decade 
would exceed what the government has historically spent on 
infrastructure, education, research and development combined.

While these projections did not take into account plans to reduce 
the deficit via the Inflation Reduction Act, they also preceded efforts 
by the Federal Reserve to curb inflation by raising interest rates. 
Rising interest rates raise the federal government’s borrowing costs 
and future interest payments on the national debt, which may force 
difficult decisions around taxing and spending and could result in 
higher tax rates in the future. Rather than trying to predict future 
policy changes, consider opportunities to diversify your balance 
sheet from a tax perspective by holding a mixture of both taxable 
and nontaxable accounts (e.g., Roth IRAs, municipals). Your advisors 
should consider your unique goals and use them as a guide to 
determine the optimal asset allocation to ensure you are able to 
maintain your lifestyle spending needs while taking into account 
taxes, inflation and expenses. This will give you the confidence to 
take full advantage of planning strategies.

Rather than trying to 
predict future policy 
changes, consider 
opportunities to 
diversify your balance 
sheet from a tax 
perspective.



R E S I LI E N T  FA M I LI E S : 
LI V I N G  A  S H A R E D  LE GACY 

Different generations experience market 
downturns in distinct ways.
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Different generations experience market downturns in distinct 
ways. Older generations have experienced multiple market cycles, 
giving them confidence that markets will recover over time. Younger 
investors are likely to find themselves in the early stages of wealth 
building, with lower incomes but a longer investment time horizon 
and less experience staying invested through market cycles. 

According to Investopedia’s Affluent Millennial Investing Survey, the 
majority of affluent millennials do not feel knowledgeable about 
investing. The study also found that affluent millennials tend to be 
a financially cautious generation, shaped by the Great Recession, 
the gig economy and the burden of student debt. Despite having 
a longer window to invest and recoup losses, they are significantly 
less likely than Gen X to own stocks (37% vs. 47%), but just as likely as 
Gen X to own bonds (19% vs. 18%), and more likely to allocate their 
income to a low-yield savings account (21% vs. 16%). 

While millennials witnessed much harsher economic realities in 
2008, Gen Z has not. Despite a brief, but steep, setback in 2020, they 
have experienced the longest bull market on record. This led some 
Zers to overly invest in speculative meme stocks or risky, unregulated 
investments, such as in the FTX cryptocurrency exchange. Although 
about one-quarter of Gen Zers hold cryptocurrencies, 40% say 
they don’t really understand the asset class.1  According to the 
same study, only one in three (31%) feel confident they can explain 
how the stock market works. And while they feel most confident 
about consuming and saving, nearly one-third feel they have only a 
beginner’s knowledge of financial basics, such as paying taxes and 
managing debt.
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For successful families, these differing perspectives do not need to 
be headwinds to family harmony and shared wealth. The coming 
year is likely to bring a milder recession, offering a new perspective 
with less disastrous financial implications, and perhaps even some 
silver linings. The current environment offers valuable opportunities 
to instill smart financial habits among rising and future generations 
in a way that allows them to practice and learn about the value of 
investing, saving for retirement and other financial fundamentals. 

As we start to enter the great wealth transfer, baby boomers have 
begun passing more than $68 trillion to the next generation. 
Families who are able to transfer wealth successfully take steps to 
prepare the next generation many years before the transfer occurs. 
Rather than creating plans secretly behind closed doors, as many 
used to do, families are increasingly embracing open conversations 
about what it means to have wealth and including heirs in hands-
on learning opportunities, while giving them permission to learn 
from their mistakes. The result is a much more collaborative and 
engaging way to build resiliency for the next generation and 
beyond.  
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A C T I O N  I T E M S 

Provide opportunities for shared learning experiences. Give younger 
family members practice making financial decisions that have real, but 
limited, consequences before they are forced to make bigger financial 
decisions with lasting consequences. For example, consider using your 
$17,000 annual exclusion amount to fund an investment account that 
the younger family member controls. Resist the urge to save them from 
making novice investment decisions, such as trying to time a volatile 
market. These mistakes make great learning opportunities. If possible, 
share your own investment mistakes as well. These moments of insight 
and transformation give loved ones permission to recover from their own 
failures, and to develop resiliency in the face of stumbling blocks. Together 
with your advisors, discuss investing fundamentals, the importance of 
retirement savings and sticking with your plan during volatile times.

Take a collaborative, transparent approach to managing wealth. 
Set aside time to facilitate family discussions. Northern Trust’s team 
of multigenerational advisors can bring a diversity of perspectives to 
the conversation to help diffuse conflict and allow family members 
to collectively contribute to the family’s vision for long-term success. 
Using our dynamic digital framework for aligning assets with goals, our 
advisors can model opportunities and trade-offs to provide younger 
generations with a transparent view into complex financial decision-
making. Identify the values that you want to transfer to your family 
members and reflect on why these values lead to success. Ensure that 
these values, and the reasons behind them, are communicated to the 
next generation and reflected in your estate plan. This detail allows 
loved ones to gain a better understanding of, and become invested in, 
the “bigger picture” end goal. 

Encourage entrepreneurial skills. Younger generations are skeptical 
about accumulating wealth through traditional financial market 
participation, resulting in new approaches, such as investing in new 
asset classes or directly investing in private companies. This year 
demonstrated how shifting markets can provide headwinds that 
should be anticipated. Empower young adults with opportunities to 
take on entrepreneurial risks, but with governance and guardrails to 
help them do it wisely, plan for headwinds, and learn from failures. 
Encourage spending time with other entrepreneurs and peers who 
have been in their shoes to learn from others’ successes and failures. 
Consider an estate plan that continues to support and reflect the desire 
to spur entrepreneurialism, such as creating a family bank and using a 
professional trustee to ensure that beneficiary requests come with well-
established business plans. 

Identify the values 
that you want to 
transfer to your family 
members and reflect 
on why these values 
lead to success.

1. Investopedia, Top Financial Literacy Education Gaps Across Generations, April 4, 2022. https://www.investopedia.com/financial-literacy-survey-5223919



R E S I LI E N T  
P H I L A N T H RO P Y:  
A  R E N EW E D  CO M M I TM E N T 

Philanthropy continues to evolve as donors 
evaluate their giving options to ensure their 
donations have the impact they intend.
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In a year when markets were seriously challenged by uncertainty, 
volatility and persistently high inflation, donors are looking for 
new opportunities to achieve their philanthropic goals and help 
charitable organizations that provide essential services in their 
communities to become more sustainable. Philanthropy continues 
to evolve as donors evaluate their giving options to ensure their 
donations have the impact they intend.

Some donors are looking at new ways to give beyond traditional 
methods in favor of increased flexibility, simplicity and 
entrepreneurship. For example, the use of a for-profit limited-liability 
company (LLC) as a vehicle for charitable giving is gaining popularity 
among wealthier donors for the flexibility and privacy it offers 
compared with private foundations. Certain restrictions on private 
foundations don’t apply to for-profit companies, which are generally 
free to grant money broadly to nonprofit and for-profit organizations 
and participate in political advocacy and contributions.  

Donations to charitable LLCs are not tax-deductible, but they 
do receive tax deductions when the LLC distributes funds to 
eligible charities. While private foundations have strict disclosure 
requirements, a charitable LLC offers donors more privacy 
surrounding how they spend their dollars. Noteworthy charitable 
LLCs have been established by Meta founder Mark Zuckerberg and 
his wife Dr. Priscilla Chan; Laurene Powell Jobs, widow of former 
Apple CEO Steve Jobs; and eBay co-founder Pierre Omidyar. 

Another non-traditional approach was embraced by Patagonia 
founder Yvon Chouinard, who announced his family would donate its 
$3 billion company to a 501(c)(4) nonprofit to fight climate change. 
As with the LLC, the structure of the donation means the family will 
not receive any charitable deduction, but using a 501(c)(4) nonprofit 
structure will give them greater latitude than traditional charities to 
participate in lobbying efforts to address root causes. 
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Conversely, the COVID-19 pandemic accelerated the adoption 
of “trust-based” practices as the confluence of extreme need 
and extreme disruption to staffing and operations prompted 
charitable funders to slash application and reporting expectations 
and empower frontline organizations to quickly deploy 
resources where they were most needed. The changes appear 
to be enduring. As of 2021, 61% of foundations provided more 
unrestricted support than before the pandemic and more than 
three-quarters have reduced the application and reporting burden 
on grantees, according to the Center for Effective Philanthropy. 
MacKenzie Scott’s recent high-profile unrestricted donations 
drew new attention to this method, which has also been used by 
foundations including the Ford Foundation. 

Giving back continues to be an important objective as older 
generations consider the transfer of their wealth. Of the $84 trillion 
that Gen Xers and millennials are expected to inherit by 2045, 
about $12 trillion will be donated to charitable organizations. 
Families are using this opportunity to spark valuable conversation 
around shared values and to prepare the rising generation for the 
responsibilities of managing wealth.
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A C T I O N  I T E M S 

Begin with the impact you hope to achieve. Be clear about your 
charitable goals and the impact you hope to achieve before 
determining which charitable entity is best suited to your needs. 
Before launching an LLC in particular, you may want to first explore 
whether your goals can be accomplished through a tax-exempt 
entity such as a private foundation or a donor advised fund, or 
perhaps through a combination of entities.  

While private foundations offer donors a great deal of control to 
address societal issues, they also come with greater reporting 
requirements, less privacy and strict limitations around political 
advocacy. Meanwhile donor advised funds offer higher tax benefits 
and greater ease of use than private foundations or LLCs, while 
allowing donors to give anonymously to their favorite public charities. 

Decide if trust-based philanthropy is appropriate for your giving. 
Trust-based philanthropy embraces the idea that organizations 
have the expertise to determine how they can best use donor 
funds to support their mission. This represents a departure from 
the traditional relationship where charitable beneficiaries are often 
tasked with carrying out explicit directions from donors on how the 
funds should be used. 

If you are interested in embracing trust-based giving, consider 
easing into the process with organizations with which you 
already have established relationships. Before directing how the 
organizations should use your gift, you may want to first give them 
the opportunity to tell you how they could best use the funds 
to support their mission. You may also want to reevaluate your 
reporting requirements, asking yourself what information you need 
and how it will guide your decision-making. 

Engage Family. Giving that reflects shared values and interests 
can make your family’s donations more meaningful and can spark 
valuable exchanges of ideas and perspectives. Communicate your 
giving philosophy with your family and involve young children 
early, not only to teach them about money, but also to involve them 
in giving decisions. As children grow older, make space for family 
members to bring different values and priorities that influence how 
they prefer to give.

These conversations often serve as a catalyst for the critically 
important work of preparing rising generations for the 
responsibilities — as well as the benefits — of inheriting wealth. 
Working together as a family to make decisions around giving can 
build trust, encourage accountability and ground expectations. 

Be clear about your 
charitable goals and 
the impact you hope 
to achieve before 
determining which 
charitable entity is best 
suited to your needs. 



R E S I LI E N T  WO M E N : 
OW N I N G  YO U R  F U T U R E  

Whether it is climbing the ladder of corporate America 
or founding businesses at a historic pace, over the last 
several decades women have indelibly changed the 
face of leadership. 
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Whether it is climbing the ladder of corporate America or founding 
businesses at a historic pace, over the last several decades women 
have indelibly changed the face of leadership. There are 114% 
more women entrepreneurs than there were 20 years ago, and U.S. 
women-owned businesses generate $1.8 trillion a year.2 In 2021, the 
proportion of women in senior management roles globally grew 
to 31%, the highest number ever recorded.3 Women are boldly 
charting a new path for success — all while facing the increasingly 
complicated pressures of managing the day-to-day needs of their 
personal lives. Although women remain more likely than men to 
perform the majority of the duties at home, for dual-income families, 
the distribution of household tasks has become more equitable since 
1996. Women have become less likely to be the primary partners 
handling things like grocery shopping (down 14%), cooking (down 
12%) and cleaning (down 9%).4 As women look to expand their 
leadership success, it will be imperative for these trends to continue.

Women are also inheriting wealth at unprecedented rates. By 2030, 
approximately $30 trillion in wealth will be passed down from the 
baby boomer generation, and women — who tend to live longer 
than their male spouses — are poised to be some of the largest 
beneficiaries.5 Another implication of women living longer is the 
increased cost of health care during their lifetime. Historically, 
the price of medical care has outpaced inflation in the rest of the 
economy. While medical costs increased by 5% in 2022 (compared to 
a 7.7% increase in overall prices),6 it is possible that this high inflation 
eventually translates to higher prices for medical care in the coming 
years — an important consideration for women in the context of their 
wealth plan. 
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While this new dynamic around women and wealth represents 
progress, it is likely to create new challenges given today’s 
environment — especially for those who are at the helm of their 
financial life for the first time. According to a survey of affluent 
women by McKinsey & Company, while more women than ever are 
the family breadwinners, only 25% say they are comfortable making 
investment and savings-related decisions on their own.7 

In 2022, inflation hit a 40-year high, putting pressure on nearly 
every part of our lives and spurring the Fed into a hawkish cycle of 
interest rate hikes. No matter your economic acumen, the ongoing 
impact will be tangible: Women business owners will likely face 
even less access to capital, while navigating tighter margins and 
an increasingly challenging labor market. And at home, a volatile 
investment market and rising costs of goods will put pressure 
on preserving a standard of living for ourselves and our families. 
Whether they are the CEO of a company or a family — or both — it is 
imperative that women equip themselves with resources to weather 
the economic storm that is likely to continue well into the new year. 
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A C T I O N  I T E M S 

Understand your wealth to create a resilient plan. In 2023, women may 
find themselves contemplating several ‘what ifs.’ What if my investments 
aren’t adequately protected from market volatility? What if my income is 
dramatically impacted? What if I don’t have enough access to cash when I 
need it? The first step to answering these questions (and others) is simple: 
Equip yourself with the resources you need to better understand your wealth. 
Work with your advisors to learn about all of the details, including what you 
own (your assets) and what you owe (your debts), and articulate the vision 
you have for your future. Together, develop a plan that can facilitate resiliency 
in times of economic stress and protect your vision long-term. Next, work to 
gain a clearer picture of your day-to-day expenses, such as future health care 
cost projections, so you can respond appropriately if needed. These steps 
will help you take the reins of your financial life during a time when many 
things feel out of your control. 

Build a trusted network of support. As we enter this time of increased 
uncertainty, it is important to remember that we do not have to face it alone. 
Yet asking for help isn’t always easy. While women have worked tirelessly 
to earn a seat at the table, we have also become fearful of showing our 
vulnerabilities — especially as it relates to our financial literacy. Truth be 
told, even the savviest women rely on others for advice. Whether you are 
preparing to sell your business, navigating a major life event like divorce, 
or building a legacy, no one should go at it alone — especially during 
unprecedented economic challenges. Instead, embrace the power of 
community. While forums for women to discuss money matters are rare, the 
mission of The Northern Trust Elevating Women platform is to create just 
that: a community where women can come together to create meaningful 
connections, share experiences and learn from each other (and experts) on 
topics that are key to achieving financial success.   

Prepare your family for success and challenges. While many of us are 
navigating these conditions for the first time, it is important to remember 
that the younger generations have never seen volatility of this magnitude. 
Today’s economic landscape presents a unique opportunity for parents 
to have important conversations with their loved ones that can lead to 
teachable moments. Seize the opportunity to expand your financial literacy 
together. Through leading by example — expanding your knowledge, 
leaning on others for help and building the confidence to make sound 
financial decisions — you will offer younger generations an effective learning 
experience that will not only help them respond to what is happening today, 
but will nourish their desire to steward wealth in the future.    

2. Fundera, Women-Owned Business: Statistics and Overview (2021), December 16, 2020. https://www.fundera.com/resources/women-owned-business-statistics
3. Grant Thornton, Women in business 2021 report: A window of opportunity 
4. Gallup, Women Still Handle Main Household Tasks in U.S., January 29, 2020. https://news.gallup.com/poll/283979/women-handle-main-household-tasks.aspx
5. McKinsey & Company, Women as the next wave of growth in US wealth management, July 29, 2020. https://www.mckinsey.com/industries/financial-services/

our-insights/women-as-the-next-wave-of-growth-in-us-wealth-management
6. Peterson-KFF Health System Tracker, How does medical inflation compare to inflation in the rest of the economy?, November 30, 2022. https://www.

healthsystemtracker.org/brief/how-does-medical-inflation-compare-to-inflation-in-the-rest-of-the-economy/
7. McKinsey & Company, Women as the next wave of growth in US wealth management, July 29, 2020. https://www.mckinsey.com/industries/financial-services/

our-insights/women-as-the-next-wave-of-growth-in-us-wealth-management

Women are boldly 
charting a new path 
for success — all while 
facing the increasingly 
complicated pressures 
of managing the day-
to-day needs of their 
personal lives.



R E S I LI E N T  
B U S I N E S S  OW N E R S  

From enduring a global pandemic and remote 
work to navigating potential tax law changes, the 
past several years have put business owners and 
entrepreneurs to the test in ways that no one could 
have imagined. 
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The saying “this has been a challenging year for business owners” is 
becoming a cliché. From enduring a global pandemic and remote 
work to navigating potential tax law changes, the past several years 
have put business owners and entrepreneurs to the test in ways that no 
one could have imagined. As we head into 2023, a new set of challenges 
awaits — inflation and rising interest rates, cybersecurity threats, labor 
and supply chain issues, and economic uncertainty, to name a few.

2021 saw a record number of private business sales, as multiple 
factors aligned to create an environment uniquely favorable for M&A. 
Although deal activity has not dried up entirely, many buyers are taking 
a pause heading into next year and are reluctant to acquire businesses 
without a clearer picture of the global economic outlook. In light of 
this macroeconomic uncertainty, buyers are increasingly placing more 
value on business resiliency.

Although the dismantling of large public companies has made 
headlines this year — Twitter’s takeover and FTX’s downfall, for example 
— private businesses have been quietly surviving and often thriving 
amid the tumult, challenging the old “shirtsleeves to shirtsleeves in three 
generations” notion that wealth tends to evaporate over time in the 
hands of those who inherit it. As baby boomers look to the next phase 
of their life, they must impart to their children the knowledge and skills to 
become responsible stewards of their parents’ business holdings. 2023 
and the years that follow will be a critical test for both generations: As 
the older generation of founders passes down the principles that have 
sustained their businesses, they must do so in a way that empowers their 
children and allows them to learn from their own mistakes. In turn, the 
younger generation must apply this knowledge to a world that looks 
very different from the one that their parents grew up in. 

Everyone is an entrepreneur these days, a trend which will no doubt 
continue into next year. Families are deploying more and more of their 
wealth into entrepreneurial endeavors such as investing in early-stage 
companies and venture capital. Younger generations are challenging the 
traditional definition of work and embracing the gig economy. Private 
businesses are taking advantage of the dip in company valuations to 
acquire innovative businesses and disruptive technologies in order to 
remain competitive. Even philanthropy is becoming more entrepreneurial, 
the most public example being the founder of Patagonia’s decision to 
donate his company to charity, as referenced in our philanthropic outlook, 
Resilient Philanthropy: A Renewed Commitment. 

Successful business-owning families “think generationally” rather than 
focusing on maximizing next quarter’s profits. As we look to 2023, 
this long-term mindset will help strengthen the resilience of business 
owners and entrepreneurs to grow their businesses and build their 
wealth for the benefit of those who will step into their shoes one day.
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A C T I O N  I T E M S 

Prepare the next generation.  As you think about transferring 
knowledge and skills to the next generation, start by asking  
yourself “Who should know what about my business, and why?”  
The “who” includes your spouse and children as well as your  
board and management team. The “what” might include the  
value of your business, what family members get to own and 
work in the business, and your long-term plans for the business. 
The “why” is conveying with authenticity the purpose behind your 
business and your wealth to the important people in your life.

Create an enduring communication structure within your  
business and family to promote knowledge sharing and  
dispute resolution. Strategies might include writing down a 
family mission statement, holding periodic family meetings, 
and adopting a shareholders’ agreement with rules on who 
owns shares and how to exit the business. Recognize the value 
of outside perspectives and expand your company’s board to 
include at least one or two independent directors. Consider 
forming a family advisory board comprised of family members, 
trusted friends and long-term advisors. Encourage your  
children to work outside of the business to gain experience  
and skills they can bring back home.

Nurture entrepreneurial spirit. As individuals, families and 
businesses increasingly recognize the benefits of adopting an 
entrepreneurial mindset, they should also consider the long-term 
wealth planning implications and opportunities that this shift 
in thinking entails. Consider strategies that help your children 
cultivate their entrepreneurial spirit, such as setting aside funds in 
a limited liability company or trust earmarked for family members 
to invest in early-stage companies that align with their interests 
and values. In a challenging labor market, adopt compensation 
strategies such as phantom stock or an employee stock option 
plan (ESOP) that incentivize key employees by providing them 
with upside in the business beyond a monthly paycheck. As your 
balance sheet becomes more complex (added business holdings, 
real estate, digital assets, etc.), build the right disclosure and 
support structures to help prepare your children to manage and 
oversee these assets properly.

Create an enduring 
communication 
structure within 
your business and 
family to promote 
knowledge sharing 
and dispute 
resolution. 
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Prepare your business — for better or for worse. How prepared 
is your company to survive the next pandemic, cyberattack, supply 
chain disruption, etc.? Business owners who make use of this time 
to get their house in order before M&A activity picks back up will 
no doubt benefit regardless of whether they ultimately sell their 
business or pass their business on to the next generation. Conduct 
due diligence on your company as if you were a buyer. What red flags 
might a buyer point out? What if you lost a key supplier or customer? 
What if three of your senior employees resigned next week? Identify 
key issues and decide which to resolve, mitigate or live with. 

Stress test your wealth plan to understand the financial and 
psychological implications on you and your family if your business 
were to decline significantly in value. Work with advisors to answer 
the following questions: How dependent are you and others on your 
business for cash flow, employment, personal meaning, etc.? Do you 
have other means of accessing liquidity outside of the business? 
Do you have the necessary liquidity to pay any estate taxes without 
being forced to sell your business at an inopportune time, should 
the unfortunate happen? What circumstances would cause you 
to reconsider whether to keep or sell the business? As businesses 
continue to encounter a growing number of challenges, rethink 
what value your business can deliver to other companies — labor 
automation, supply chain logistics, low-cost production, etc. — and look 
for opportunities to partner with, acquire or sell to those companies.



WEALTH PLANNING OUTLOOK22

C O N C L U S I O N

Searing hot inflation, record-high interest rates, market 
instability, geopolitical risk — the turbulence of 2022, 
preceded by previous years’ pandemic-fueled upheaval, 
have instilled in all of us a sense of resilience. We have 
emerged from this historic time more adept at navigating 
uncertainty, and indeed, are stronger because of it.  
As we embark on the year ahead, it will be this very 
fortitude that will empower us to persevere amid  
ongoing macroeconomic challenges.   

We hope that our 2023 Wealth Planning Outlook has 
provided you with actionable advice — for yourself, your 
family, or your business — to help you harness the power 
of resilience in the year ahead. 
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The Northern Trust Institute is dedicated to helping clients make confident and 
optimal decisions for their wealth through advice that is grounded in real-world 
outcomes and specialized expertise. To achieve this goal, more than 175 experts 
collaborate to analyze behavioral patterns, identify the most effective client 
strategies and curate advice around important life moments.
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A B O U T  N O R T H E R N  T R U S T

Northern Trust collaborates with clients and their advisors to offer holistic wealth 
management services for individuals and families, privately held businesses, 
family offices, and foundations and endowments. We are recognized for 
innovative technology, service excellence and depth of expertise across all 
aspects of financial planning, including wealth transfer, banking, insurance, 
investments, tax management, philanthropy, family communication and more.
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	These strategies still remain effective under the right circumstances; however, as interest rates rise, other techniques that accomplish different objectives become more valuable. In 2022, the so-called “hurdle rate” that many of these strategies depend on (the “7520 rate”) increased three-fold.
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	Two options to consider in a higher interest rate environment are qualified personal residence trusts (QPRT) and charitable remainder trusts (CRT). A QPRT is a type of trust that allows people to remove their personal residence or second home from their estate in a tax-efficient manner, while retaining the right to remain on the property for a specified term. As the 7520 rate increases, the value of the taxable gift associated with transferring the remainder interest decreases, making QPRTs an attractive st
	A CRT, however, is a method of deferring gains while also benefiting charity. The higher the 7520 rates, the higher the value of the charitable interest and the more likely the CRT will pass certain IRS requirements. Both a QPRT and CRT become more efficient with higher interest rates, but their effectiveness depends upon each person’s unique goals and circumstances. Fluctuating interest rates are a reminder to review your estate planning strategies in the current environment. 
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	The midterm elections in 2022 brought clarity to what we can expect near-term: a newly divided Congress signals gridlock, with the Tax Cuts and Jobs Act (TCJA) and its expiring provisions likely to remain in effect for at least the next two years. Beyond that, whether those provisions continue to be extended or left to expire is hard to predict. The most recent Budget and Economic Outlook from the Congressional Budget Office (CBO), published May 25, 2022, estimated that over the next decade interest payment
	While these projections did not take into account plans to reduce the deficit via the Inflation Reduction Act, they also preceded efforts by the Federal Reserve to curb inflation by raising interest rates. Rising interest rates raise the federal government’s borrowing costs and future interest payments on the national debt, which may force difficult decisions around taxing and spending and could result in higher tax rates in the future. Rather than trying to predict future policy changes, consider opportuni
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	Different generations experience market downturns in distinct ways. Older generations have experienced multiple market cycles, giving them confidence that markets will recover over time. Younger investors are likely to find themselves in the early stages of wealth building, with lower incomes but a longer investment time horizon and less experience staying invested through market cycles. 
	Different generations experience market downturns in distinct ways. Older generations have experienced multiple market cycles, giving them confidence that markets will recover over time. Younger investors are likely to find themselves in the early stages of wealth building, with lower incomes but a longer investment time horizon and less experience staying invested through market cycles. 
	According to Investopedia’s Affluent Millennial Investing Survey, the majority of affluent millennials do not feel knowledgeable about investing. The study also found that affluent millennials tend to be a financially cautious generation, shaped by the Great Recession, the gig economy and the burden of student debt. Despite having a longer window to invest and recoup losses, they are significantly less likely than Gen X to own stocks (37% vs. 47%), but just as likely as Gen X to own bonds (19% vs. 18%), and
	While millennials witnessed much harsher economic realities in 2008, Gen Z has not. Despite a brief, but steep, setback in 2020, they have experienced the longest bull market on record. This led some Zers to overly invest in speculative meme stocks or risky, unregulated investments, such as in the FTX cryptocurrency exchange. Although about one-quarter of Gen Zers hold cryptocurrencies, 40% say they don’t really understand the asset class.  According to the same study, only one in three (31%) feel confident
	1

	For successful families, these differing perspectives do not need to be headwinds to family harmony and shared wealth. The coming year is likely to bring a milder recession, offering a new perspective with less disastrous financial implications, and perhaps even some silver linings. The current environment offers valuable opportunities to instill smart financial habits among rising and future generations in a way that allows them to practice and learn about the value of investing, saving for retirement and 
	As we start to enter the great wealth transfer, baby boomers have begun passing more than $68 trillion to the next generation. Families who are able to transfer wealth successfully take steps to prepare the next generation many years before the transfer occurs. Rather than creating plans secretly behind closed doors, as many used to do, families are increasingly embracing open conversations about what it means to have wealth and including heirs in hands-on learning opportunities, while giving them permissio
	ACTION ITEMS 
	ACTION ITEMS 

	Provide opportunities for shared learning experiences. Give younger family members practice making financial decisions that have real, but limited, consequences before they are forced to make bigger financial decisions with lasting consequences. For example, consider using your $17,000 annual exclusion amount to fund an investment account that the younger family member controls. Resist the urge to save them from making novice investment decisions, such as trying to time a volatile market. These mistakes mak
	Take a collaborative, transparent approach to managing wealth. Set aside time to facilitate family discussions. Northern Trust’s team of multigenerational advisors can bring a diversity of perspectives to the conversation to help diffuse conflict and allow family members to collectively contribute to the family’s vision for long-term success. Using our dynamic digital framework for aligning assets with goals, our advisors can model opportunities and trade-offs to provide younger generations with a transpare
	Encourage entrepreneurial skills. Younger generations are skeptical about accumulating wealth through traditional financial market participation, resulting in new approaches, such as investing in new asset classes or directly investing in private companies. This year demonstrated how shifting markets can provide headwinds that should be anticipated. Empower young adults with opportunities to take on entrepreneurial risks, but with governance and guardrails to help them do it wisely, plan for headwinds, and 

	Figure
	Figure
	Figure
	Identify the values 
	Identify the values 
	Identify the values 
	that you want to 
	transfer to your family 
	members and reflect 
	on why these values 
	lead to success.


	 
	 
	1.
	Investopedia, Top Financial Literacy Education Gaps Across Generations, April 4, 2022. https://www.investopedia.com/financial-literacy-survey-5223919
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	In a year when markets were seriously challenged by uncertainty, volatility and persistently high inflation, donors are looking for new opportunities to achieve their philanthropic goals and help charitable organizations that provide essential services in their communities to become more sustainable. Philanthropy continues to evolve as donors evaluate their giving options to ensure their donations have the impact they intend.
	In a year when markets were seriously challenged by uncertainty, volatility and persistently high inflation, donors are looking for new opportunities to achieve their philanthropic goals and help charitable organizations that provide essential services in their communities to become more sustainable. Philanthropy continues to evolve as donors evaluate their giving options to ensure their donations have the impact they intend.
	Some donors are looking at new ways to give beyond traditional methods in favor of increased flexibility, simplicity and entrepreneurship. For example, the use of a for-profit limited-liability company (LLC) as a vehicle for charitable giving is gaining popularity among wealthier donors for the flexibility and privacy it offers compared with private foundations. Certain restrictions on private foundations don’t apply to for-profit companies, which are generally free to grant money broadly to nonprofit and f
	Donations to charitable LLCs are not tax-deductible, but they do receive tax deductions when the LLC distributes funds to eligible charities. While private foundations have strict disclosure requirements, a charitable LLC offers donors more privacy surrounding how they spend their dollars. Noteworthy charitable LLCs have been established by Meta founder Mark Zuckerberg and his wife Dr. Priscilla Chan; Laurene Powell Jobs, widow of former Apple CEO Steve Jobs; and eBay co-founder Pierre Omidyar. 
	Another non-traditional approach was embraced by Patagonia founder Yvon Chouinard, who announced his family would donate its $3 billion company to a 501(c)(4) nonprofit to fight climate change. As with the LLC, the structure of the donation means the family will not receive any charitable deduction, but using a 501(c)(4) nonprofit structure will give them greater latitude than traditional charities to participate in lobbying efforts to address root causes. 
	Conversely, the COVID-19 pandemic accelerated the adoption of “trust-based” practices as the confluence of extreme need and extreme disruption to staffing and operations prompted charitable funders to slash application and reporting expectations and empower frontline organizations to quickly deploy resources where they were most needed. The changes appear to be enduring. As of 2021, 61% of foundations provided more unrestricted support than before the pandemic and more than three-quarters have reduced the a
	Giving back continues to be an important objective as older generations consider the transfer of their wealth. Of the $84 trillion that Gen Xers and millennials are expected to inherit by 2045, about $12 trillion will be donated to charitable organizations. Families are using this opportunity to spark valuable conversation around shared values and to prepare the rising generation for the responsibilities of managing wealth.
	ACTION ITEMS 
	ACTION ITEMS 

	Begin with the impact you hope to achieve. Be clear about your charitable goals and the impact you hope to achieve before determining which charitable entity is best suited to your needs. Before launching an LLC in particular, you may want to first explore whether your goals can be accomplished through a tax-exempt entity such as a private foundation or a donor advised fund, or perhaps through a combination of entities.  
	While private foundations offer donors a great deal of control to address societal issues, they also come with greater reporting requirements, less privacy and strict limitations around political advocacy. Meanwhile donor advised funds offer higher tax benefits and greater ease of use than private foundations or LLCs, while allowing donors to give anonymously to their favorite public charities. 
	Decide if trust-based philanthropy is appropriate for your giving. Trust-based philanthropy embraces the idea that organizations have the expertise to determine how they can best use donor funds to support their mission. This represents a departure from the traditional relationship where charitable beneficiaries are often tasked with carrying out explicit directions from donors on how the funds should be used. 
	If you are interested in embracing trust-based giving, consider easing into the process with organizations with which you already have established relationships. Before directing how the organizations should use your gift, you may want to first give them the opportunity to tell you how they could best use the funds to support their mission. You may also want to reevaluate your reporting requirements, asking yourself what information you need and how it will guide your decision-making. 
	Engage Family. Giving that reflects shared values and interests can make your family’s donations more meaningful and can spark valuable exchanges of ideas and perspectives. Communicate your giving philosophy with your family and involve young children early, not only to teach them about money, but also to involve them in giving decisions. As children grow older, make space for family members to bring different values and priorities that influence how they prefer to give.
	These conversations often serve as a catalyst for the critically important work of preparing rising generations for the responsibilities — as well as the benefits — of inheriting wealth. Working together as a family to make decisions around giving can build trust, encourage accountability and ground expectations. 
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	Whether it is climbing the ladder of corporate America or founding businesses at a historic pace, over the last several decades women have indelibly changed the face of leadership. There are 114% more women entrepreneurs than there were 20 years ago, and U.S. women-owned businesses generate $1.8 trillion a year. In 2021, the proportion of women in senior management roles globally grew to 31%, the highest number ever recorded. Women are boldly charting a new path for success — all while facing the increasing
	Whether it is climbing the ladder of corporate America or founding businesses at a historic pace, over the last several decades women have indelibly changed the face of leadership. There are 114% more women entrepreneurs than there were 20 years ago, and U.S. women-owned businesses generate $1.8 trillion a year. In 2021, the proportion of women in senior management roles globally grew to 31%, the highest number ever recorded. Women are boldly charting a new path for success — all while facing the increasing
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	Women are also inheriting wealth at unprecedented rates. By 2030, approximately $30 trillion in wealth will be passed down from the baby boomer generation, and women — who tend to live longer than their male spouses — are poised to be some of the largest beneficiaries. Another implication of women living longer is the increased cost of health care during their lifetime. Historically, the price of medical care has outpaced inflation in the rest of the economy. While medical costs increased by 5% in 2022 (com
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	While this new dynamic around women and wealth represents progress, it is likely to create new challenges given today’s environment — especially for those who are at the helm of their financial life for the first time. According to a survey of affluent women by McKinsey & Company, while more women than ever are the family breadwinners, only 25% say they are comfortable making investment and savings-related decisions on their own. 
	7

	In 2022, inflation hit a 40-year high, putting pressure on nearly every part of our lives and spurring the Fed into a hawkish cycle of interest rate hikes. No matter your economic acumen, the ongoing impact will be tangible: Women business owners will likely face even less access to capital, while navigating tighter margins and an increasingly challenging labor market. And at home, a volatile investment market and rising costs of goods will put pressure on preserving a standard of living for ourselves and o
	ACTION ITEMS 
	ACTION ITEMS 

	Understand your wealth to create a resilient plan. In 2023, women may find themselves contemplating several ‘what ifs.’ What if my investments aren’t adequately protected from market volatility? What if my income is dramatically impacted? What if I don’t have enough access to cash when I need it? The first step to answering these questions (and others) is simple: Equip yourself with the resources you need to better understand your wealth. Work with your advisors to learn about all of the details, including 
	Build a trusted network of support. As we enter this time of increased uncertainty, it is important to remember that we do not have to face it alone. Yet asking for help isn’t always easy. While women have worked tirelessly to earn a seat at the table, we have also become fearful of showing our vulnerabilities — especially as it relates to our financial literacy. Truth be told, even the savviest women rely on others for advice. Whether you are preparing to sell your business, navigating a major life event l
	Prepare your family for success and challenges. While many of us are navigating these conditions for the first time, it is important to remember that the younger generations have never seen volatility of this magnitude. Today’s economic landscape presents a unique opportunity for parents to have important conversations with their loved ones that can lead to teachable moments. Seize the opportunity to expand your financial literacy together. Through leading by example — expanding your knowledge, leaning on o
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	The saying “this has been a challenging year for business owners” is becoming a cliché. From enduring a global pandemic and remote work to navigating potential tax law changes, the past several years have put business owners and entrepreneurs to the test in ways that no one could have imagined. As we head into 2023, a new set of challenges awaits — inflation and rising interest rates, cybersecurity threats, labor and supply chain issues, and economic uncertainty, to name a few.
	The saying “this has been a challenging year for business owners” is becoming a cliché. From enduring a global pandemic and remote work to navigating potential tax law changes, the past several years have put business owners and entrepreneurs to the test in ways that no one could have imagined. As we head into 2023, a new set of challenges awaits — inflation and rising interest rates, cybersecurity threats, labor and supply chain issues, and economic uncertainty, to name a few.
	2021 saw a record number of private business sales, as multiple factors aligned to create an environment uniquely favorable for M&A. Although deal activity has not dried up entirely, many buyers are taking a pause heading into next year and are reluctant to acquire businesses without a clearer picture of the global economic outlook. In light of this macroeconomic uncertainty, buyers are increasingly placing more value on business resiliency.
	Although the dismantling of large public companies has made headlines this year — Twitter’s takeover and FTX’s downfall, for example — private businesses have been quietly surviving and often thriving amid the tumult, challenging the old “shirtsleeves to shirtsleeves in three generations” notion that wealth tends to evaporate over time in the hands of those who inherit it. As baby boomers look to the next phase of their life, they must impart to their children the knowledge and skills to become responsible 
	Everyone is an entrepreneur these days, a trend which will no doubt continue into next year. Families are deploying more and more of their wealth into entrepreneurial endeavors such as investing in early-stage companies and venture capital. Younger generations are challenging the traditional definition of work and embracing the gig economy. Private businesses are taking advantage of the dip in company valuations to acquire innovative businesses and disruptive technologies in order to remain competitive. Eve
	Successful business-owning families “think generationally” rather than focusing on maximizing next quarter’s profits. As we look to 2023, this long-term mindset will help strengthen the resilience of business owners and entrepreneurs to grow their businesses and build their wealth for the benefit of those who will step into their shoes one day.
	ACTION ITEMS 
	ACTION ITEMS 

	Prepare the next generation.  As you think about transferring knowledge and skills to the next generation, start by asking yourself “Who should know what about my business, and why?” The “who” includes your spouse and children as well as your board and management team. The “what” might include the value of your business, what family members get to own and work in the business, and your long-term plans for the business. The “why” is conveying with authenticity the purpose behind your business and your wealth
	 
	 
	 
	 

	Create an enduring communication structure within your business and family to promote knowledge sharing and dispute resolution. Strategies might include writing down a family mission statement, holding periodic family meetings, and adopting a shareholders’ agreement with rules on who owns shares and how to exit the business. Recognize the value of outside perspectives and expand your company’s board to include at least one or two independent directors. Consider forming a family advisory board comprised of f
	 
	 
	 
	 

	Nurture entrepreneurial spirit. As individuals, families and businesses increasingly recognize the benefits of adopting an entrepreneurial mindset, they should also consider the long-term wealth planning implications and opportunities that this shift in thinking entails. Consider strategies that help your children cultivate their entrepreneurial spirit, such as setting aside funds in a limited liability company or trust earmarked for family members to invest in early-stage companies that align with their in
	Prepare your business — for better or for worse. How prepared is your company to survive the next pandemic, cyberattack, supply chain disruption, etc.? Business owners who make use of this time to get their house in order before M&A activity picks back up will no doubt benefit regardless of whether they ultimately sell their business or pass their business on to the next generation. Conduct due diligence on your company as if you were a buyer. What red flags might a buyer point out? What if you lost a key s
	Stress test your wealth plan to understand the financial and psychological implications on you and your family if your business were to decline significantly in value. Work with advisors to answer the following questions: How dependent are you and others on your business for cash flow, employment, personal meaning, etc.? Do you have other means of accessing liquidity outside of the business? Do you have the necessary liquidity to pay any estate taxes without being forced to sell your business at an inopport
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	Searing hot inflation, record-high interest rates, market 
	Searing hot inflation, record-high interest rates, market 
	instability, geopolitical risk — the turbulence of 2022, 
	preceded by previous years’ pandemic-fueled upheaval, 
	have instilled in all of us a sense of resilience. We have 
	emerged from this historic time more adept at navigating 
	uncertainty, and indeed, are stronger because of it. 
	 
	As we embark on the year ahead, it will be this very 
	fortitude that will empower us to persevere amid 
	 
	ongoing macroeconomic challenges.   
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	family, or your business — to help you harness the power 
	of resilience in the year ahead. 
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	The Northern Trust Institute is dedicated to helping clients make confident and 
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	The Northern Trust Institute is dedicated to helping clients make confident and 
	optimal decisions for their wealth through advice that is grounded in real-world 
	outcomes and specialized expertise. To achieve this goal, more than 175 experts 
	collaborate to analyze behavioral patterns, identify the most effective client 
	strategies and curate advice around important life moments.
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	Northern Trust collaborates with clients and their advisors to offer holistic wealth 
	management services for individuals and families, privately held businesses, 
	family offices, and foundations and endowments. We are recognized for 
	innovative technology, service excellence and depth of expertise across all 
	aspects of financial planning, including wealth transfer, banking, insurance, 
	investments, tax management, philanthropy, family communication and more.
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	This information is not intended to be and should not be treated as legal, investment, 
	accounting or tax advice and is for informational purposes only. Readers, including 
	professionals, should under no circumstances rely upon this information as a substitute for 
	their own research or for obtaining specific legal, accounting or tax advice from their own 
	counsel. All information discussed herein is current only as of the date appearing in this 
	material and is subject to change at any time without notice.
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