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What if You Have a Sudde

Windfall or Unexpected Inheri

Receiving a sudden financial windfall, such as an unexpected inheritance, can be both exciting and
challenging. For individuals already experienced in managing wealth, an unexpected financial gain
requires a more nuanced approach to building this opportunity into your financial planning strategies.

Before making any hasty decisions, it's important to take some time to process the windfall and adjust to
your new financial reality.

Your focus will most likely be on integrating the windfall into a comprehensive wealth management plan,
the continuity of wealth across generations, new or revised investment strategies and the fulfilment of
possible philanthropic ambitions. You'll also want to ensure the wealth continues to grow as part of a
diversified asset allocation process. You'll need to develop a comprehensive financial plan outlining your
short-term and long-term goals and objectives. Here are a few important things to consider as you adjust to
your new circumstances.

Wealth Strategy Integration

Upon receiving a significant inheritance, you'll need first to assess its impact on your current wealth
management strategy. This entails thoroughly reviewing your investment portfolio to ensure the new assets
complement your established financial objectives. The windfall may provide opportunities to explore new
markets or asset classes and, potentially, a recalibration of your risk tolerance and investment horizon.

Sophisticated Estate Planning

With the increase in your assets, employing advanced estate planning tools may become a top priority.
Engaging with professionals specializing in wealth transfer can help you structure your estate to maximize
the benefits for your heirs while minimizing tax liabilities. Techniques such as establishing family trusts,
setting up and funding various charitable vehicles can be instrumental in preserving your legacy.

Tax Optimization Strategies
The addition of significant assets to your portfolio can have substantial income and estate tax implications.
Collaborating with experienced financial advisors to develop strategies that mitigate your tax burden is
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essential. This may include a focus on the timing of receiving and giving to align with other tax planning
strategies, utilizing tax-advantaged investment vehicles and taking advantage of applicable tax credits and
deductions. In addition to federal tax laws, care must be shown when assessing state tax situations.

Exploration of Investment Opportunities

You may be able to look at new opportunities, such as private equity, venture capital and direct real estate
investments, which may offer higher returns (along with possible higher risk). Diversifying into these
alternative investments should be done in line with an investment strategy that fits your short- and long-
term financial goals.

Strategic Philanthropy

If philanthropy is integral to your values, the management of charitable activities can become more complex
with increased wealth. Creating a structured approach through vehicles like donor-advised funds or private
foundations can provide tax benefits while enabling you to make a meaningful impact. A systematic
philanthropic strategy can ensure that your charitable giving is effective and aligned with your personal
vision for social impact.

Family Governance and Intergenerational Wealth Transfer

Engaging in open dialogue with family members about the implications of wealth and its management

can be helpful, especially when the heirs are prepared. Establishing a family governance structure can be
beneficial in educating and involving family members in the stewardship of assets. This promotes a sense of
shared purpose and prepares the next generation for the responsibilities that come with wealth.

Liquidity Management

Effective liquidity management ensures you have immediate access to funds when you need them, without
disrupting your investment strategy. This involves maintaining a balance between liquid assets and
investments to cover short-term expenses and take advantage of new investment opportunities without
having to sell off assets at inopportune times.

Insurance Coverage Review

As wealth increases, so does the potential for risk. It's important to reassess your insurance coverage

to protect against unforeseen events as a baseline of asset protection. This includes ensuring your life
insurance coverage is sufficient to protect your legacy, your disability insurance covers any loss of income
and your liability insurance shields your assets from potential lawsuits. Additional asset protection
strategies may also be appropriate.

Concentrated Stock Position Management

Inheritance may sometimes result in concentrated stock positions, which can carry significant risk due to a
lack of diversification. Developing a strategic plan to manage or reduce this risk, possibly through structured
sales or hedging strategies, is important to protect your overall portfolio from volatility and erosion from
income taxes.

Educational Initiatives and Wealth Transfer to Minors

A windfall can provide an excellent opportunity to invest in the education of future generations. This can be
achieved by setting up educational trusts or 529 college savings plans, which offer tax advantages and can
secure a legacy of education within your family. Trusts, in particular, serve as robust vehicles for preserving
wealth across multiple generations, deftly controlling the management and distribution of assets. They are
instrumental in minimizing estate and gift taxes and can be customized to ensure your descendants benefit
in accordance with your wishes.
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In addition to educational purposes, a thoughtfully designed trust can also encompass provisions for
broader aspects of welfare beyond schooling. For instance, the trust could be structured to distribute assets
at various life milestones, ensuring a steady introduction to financial stewardship. If the minor has earned
income, initiating contributions to a Roth IRA offers an excellent start to retirement savings, harnessing

the formidable effect of compound interest. Navigating the diverse options of wealth transfer is essential,
with each method having unique implications for control, tax efficiency and a minor’s future financial aid
eligibility.

Advisory Team Formation

Assembling a team of top-tier financial professionals is critical for managing significant wealth. This team,
which may include a wealth manager, CPA, estate attorney and other specialists, should have a proven track
record of advising high-net-worth clients. They can provide guidance on complex financial issues and work
collaboratively to advance your financial interests.

Lifestyle Considerations

With increased wealth comes the opportunity to rethink how you live your life and your future plans.
Evaluate how this windfall impacts your standard of living and whether you want to make any changes, such
as increased travel, purchasing a second home or other expenditures your new-found funds might help you
acquire.

Remember that sudden wealth requires careful planning. Professional advice and a focus on long-term
financial goals can help ensure your windfall enhances your financial well-being and security. If you're

interested in exploring your options, reach out to a Choreo advisor today.
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