
While many would prefer to forget 2020, that is likely to prove impossible. The 
world experienced the deadliest pandemic since 1918, the biggest stock market 
collapse since 1929 and record-low bond yields, with many issues yielding 
negative interest when adjusted for inflation.

We are less likely to forget that the bear market, while steep, was also the 
shortest since 1900. 2020 saw the fastest recovery from a 30% decline ever. 
The S&P 500 index rose nearly 68% from its March 23 low.

How does one summarize a year in which the share price of a company declaring 
bankruptcy, Hertz, would be bid up, oil futures would drop to well-below zero and 
the value of assets on the Fed’s balance sheet would increase by 70% in just 
two months? Who could also imagine that Republicans and Democrats could, 
or would, work together to pass five fiscal relief bills in less than a year despite 
an unpredictable and sometimes vicious presidential campaign? Who would 
think it possible that drug companies could develop, produce and distribute 
vaccines in about one-tenth of the time as usual?

As the markets bottomed in March, investor optimism was initially fueled by 
massive fiscal and monetary stimulus, which was followed by a corporate 
earnings rebound, which led many investors to pile on to avoid missing out.  
This new bull market could be sustained by enormous amounts of liquidity still 
on the sidelines.

Growth stocks prevailed until late in the year when two COVID vaccines were 
approved. Then, small-cap and value stocks, e.g. autos, airlines and banks, 
started to catch up. 2020 proved to be another difficult year for dividend-
oriented stocks.

Retail sales during the holiday season notched a gain over last year with a 
huge increase in online shopping more than offsetting a horrendous decline in 
in-store purchases.

Stocks outperformed bonds, but both posted double-digit gains in the fourth 
quarter. We expect short-term rates to remain low. The yield curve could 
steepen if enthusiasm for longer maturities wanes because of inflation or credit 
quality fears.

While expectations for economic growth are generally positive for 2021, there 
are risks which could, and probably will, cause market volatility. The COVID 
vaccines may not be distributed as fast as some investors currently expect. Global 
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stock markets bottomed in March as they discounted an 
earnings rebound later in 2020. These markets continued 
to soar. Will this year’s earnings satisfy or disappoint?

A weaker dollar could cause inflation expectations to rise, 
leading to higher prices for imports and commodities 
resulting in an increase in longer-term interest rates. Huge 
fiscal deficits (currently 18% of U.S. GDP) and money 
printing (a 25% increase in M2 money supply in 2020) as 
illustrated in the charts below could keep the dollar under 

pressure for some time. If the markets do correct, the move 
might be amplified by levered investors selling to cover 
margin calls as that form of debt is also at a record high.

We continually monitor these issues and apply our best 
thinking to capitalize on opportunities while trying to 
manage risks consistent with our clients’ objectives.  
We look forward to communicating with you individually 
about how we can most effectively apply this insight  
to your portfolio.

Disclaimer: Any performance data quoted herein represents past performance, does not guarantee future results, nor can its accuracy be guaranteed. The commentary represents the 
opinions of Equitable Trust and is subject to change based on market and other conditions. These opinions are not intended to be a forecast of future events nor future results. Estate, trust and 
tax planning-related material is provided for discussion and information only. Competent legal and accounting advice should be acquired before adopting any of the strategies or approaches 
described. These materials are provided for informational purposes only.
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FIXED INCOME Last 3 Mo. YTD 1 year 3 years 5 years 10 years

90 Day U.S. Treasury Bills 0.02 0.34 0.34 1.44 1.12 0.58

Barclays Aggregate 0.67 7.48 7.48 5.34 4.44 3.84

Barclays Municipals 0.98 4.21 4.21 3.82 2.96 3.26

Barclays High Yield 6.45 7.08 7.08 6.24 8.60 6.80

EQUITIES Last 3 Mo. YTD 1 year 3 years 5 years 10 years

Global Stock Market (MSCI All Country World) 14.68 16.26 16.26 10.06 12.27 9.14

U.S. Stock Market (S&P 500) 12.15 18.40 18.40 14.18 15.23 13.90

U.S. Mid-Cap Stocks (S&P 400) 24.37 13.66 13.66 8.45 12.36 11.52

U.S. Small-Cap Stocks (S&P 600) 31.31 11.24 11.24 7.74 12.39 11.93

International Stocks (MSCI AC World ex US) 17.01 10.61 10.61 4.88 8.93 4.92

ALTERNATIVES Last 3 Mo. YTD 1 year 3 years 5 years 10 years

Hedge Funds (Wilshire Liquid Alternatives) 4.40 3.18 3.18 1.77 2.55 1.91

Commodities (Bloomberg Commodity) 10.17 -3.49 -3.49 -3.98 -0.13 -7.07

Gold (S&P GSCI Gold Total Return) -0.35 20.95 20.95 11.53 11.02 2.05

Tennessee is fast becoming one of the most popular 
states in the country in which to set up a new trust, and 
many of these benefits can be enjoyed by those who are 
not even Tennessee residents. Beginning in 2004, when 
Tennessee became the fifth state to adopt a version of the 
Uniform Trust Code, the Tennessee General Assembly 
has continuously taken proactive steps to make the state 
as “trust-friendly” as possible. We have addressed some 
of these benefits in previous iterations of this newsletter, 
but recent state legislative updates have made the case for 
a Tennessee trust even more compelling.

State Income Tax Benefits

Currently, seven states in the U.S. do not levy a state 
income tax on either wages or investment income. Effective 
January 1, 2021, Tennessee became the eighth state to join 
that list. In 2016, Governor Bill Haslam signed legislation 
to gradually phase out the Tennessee “Hall Tax,” which is 
a state tax on dividends and interest from investments, and 
effective tax year 2021, there will be NO Tennessee state 
income tax on dividends and interest. 

Special Purpose Entities (“SPEs”)

In May 2019, Governor Bill Lee signed into law Public 
Chapter 340, which further refined the Tennessee Uniform 

Trust Code by establishing Tennessee “special purpose 
entities”  (“SPEs”). This law allowed for SPEs to serve as 
Trust Advisors for trusts in which a Tennessee corporate 
fiduciary is serving as Trustee. There is an increased 
trend of bifurcating powers within trusts (i.e. Investment 
Advisor, Distribution Advisor, etc.) to allow grantors 
more flexibility and discretion in filling various trust roles. 
Further, families may prefer a trusted investment advisor 
or successor generation family member to serve in lieu of 
a corporate trustee, but these potential individual trustees 
may be concerned about fiduciary responsibility and the 
accompanying liability. 

Typically, a SPE will be set up as an LLC or corporation, 
and the officers/owners of the entity will have the same 
protections as any other LLC or corporation, thus making 
the Trust Advisor role more palatable to someone who might 
otherwise be concerned about their fiduciary liability. The 
law addresses this by allowing the SPE to serve as Trust 
Advisor and assume the requisite fiduciary responsibilities.  

Dynasty Trusts

In 2007, Tennessee extended its Rule Against Perpetuities 
from the traditional 21 years to 360 years. This allows for 
Tennessee trusts to pass assets to multiple generations 
free of federal and state transfer taxes.
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Asset Protection

Tennessee trust law allows for self-settled or domestic 
asset protection trusts, which protect trust assets from 
creditors and future lawsuits. In Tennessee, these are 
frequently called Tennessee Investment Service Trusts, or 
“TISTs.” However, Tennessee law requires that assets must 
be held in trust for at least two years prior to being eligible 
for the creditor protection. When structured properly, it 
means that a beneficiary’s creditors will have very limited,  
if any, ability to encroach upon the beneficiary’s assets.  
Non-Tennessee residents can also establish domestic asset 
protection trusts, if the trustee is a Tennessee resident or a 
Tennessee-based trust company or bank. 

Decanting

Decanting a trust is the exercise of a trustee’s discretion to 
make distributions to beneficiaries by distributing all trust 
assets to a new trust. Beneficiaries remain the same, but the 
new trust can have more desirable trust terms. Decanting 
often allows for increased flexibility in trust administration. 
Additionally, it provides a vehicle to achieve tax and other 
planning goals if trust law or family circumstances change 
after the original trust was created. 

Community Property Trusts/Tenancy 
by Entirety Trusts

Tennessee is one of three states that allow non-resident 
spouses to set up Community Property trusts and Tenancy 
by Entirety trusts. In Community Property trusts, assets 
contributed to such trusts receive a full basis step-up at 
the death of the first spouse. Tenancy by the Entirety trusts 
create creditor protection during the joint lifetime and for 
the surviving spouse. 

Non-Judicial Settlement Agreements

A trustee and beneficiary may enter into a binding 
agreement with respect to any matter involving the trust, 
without judicial intervention, so long as the agreement does 
not violate a material purpose of the trust. 

With so many options and opportunities available with 
a Tennessee trust, many families may find a significant 
benefit in exploring Tennessee trusts further. Because of 
the many nuances, however, it is essential to review with 
a professional to ensure that the document is structured 
properly to take full advantage of the myriad benefits. We 
at Equitable Trust would welcome the opportunity to assist 
you in this process. 
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