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Choosing the Right Trustee 
When creating your estate plan, one of the most important decisions you must 
make is who will be the trustee of any trusts you create. Although it is natural 
to look first to your family members and trusted friends, it is also important 
to consider that the trustee role may last for generations, and that it involves 
substantial duties that could become burdensome. The ideal trustee will make 
the same decisions for the beneficiaries that you yourself would make, and will 
bring to bear substantive expertise and administrative capabilities.  

The trustee role spans several important timeframes, each of which you 
should consider when selecting a trustee or trustees:

1. Your lifetime

2. Your spouse’s or partner’s lifetime

3. After both your and your spouse’s or partner’s lifetimes

Assuming you have the time and interest, you may wish to retain responsibility 
by naming yourself as the trustee of your revocable trust. However, you will 
need help if you lose interest in managing your investments, want to consider 
more sophisticated planning, or become incapacitated. If you decide to create 
any irrevocable trusts for the benefit of others during your lifetime, you will 
likely need to name someone other than yourself as a trustee.

After your death or incapacity, the primary focus usually is on the welfare 
of your surviving spouse or partner, but it can extend to others. After your 
and your spouse’s or partner’s lifetimes, your estate plan should manage 
your remaining wealth appropriately for your chosen beneficiaries, which 
may include children and grandchildren. Although the necessary skills for 
serving in the trustee role remain the same over these three timeframes, the 
emphasis on certain skills may change depending upon the circumstances of 
the beneficiaries and the trust property in each timeframe.

Skills Needed for Serving as a Trustee
A good trustee possesses a combination of certain personal attributes, 
technical skills, and administrative capabilities:

• Personal attributes include sound judgment, empathy, integrity, 
impartiality, fairness, and confidentiality. 

• Technical skills include investment acumen (which may involve special 
expertise for trusts with interests in real estate or a closely held 
business); income, estate, and generation-skipping tax knowledge; and a 
full understanding of the fiduciary role and its obligations.

• Administrative capabilities include the ability to maintain detailed 
records, process transactions, separately track income and principal, 
prepare or review income and other tax returns for the trust, and 
generate statements and annual accounts. 

Continued on page 7
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Q4 Market Outlook:  
Narratives of Hope and Reality

October 4, 2022

The roil that has defined markets this year continued during the third quarter. Asset 
prices rose broadly through July into mid-August, sparking hopes that an end was in 
sight for the bear market in stocks and bonds. A fanciful narrative fueled the summer 
rally: Inflation will abate enough to allow the Federal Reserve to slow raising interest 
rates, thereby averting a recession. In short, the story held the central bank would 
navigate the economy to a soft landing. The problem with such a neatly constructed 
narrative is that it is an exercise in hope over experience. In investing, as with most 
things, hope is not a strategy.

This narrative flies in the face of reality, as it essentially asserts that the Fed will 
avoid a policy mistake by overtightening and pushing the economy into recession. 
From our perch, any Fed action taken is to correct the policy mistake made last 
year when it failed to realize that the inflation so clearly before it was anything 
but transitory. Yet this narrative focuses on the avoidance of recession when the 
economy has already registered two consecutive quarters of shrinking gross 
domestic product — a pattern that by convention defines recession. Upon closer 
examination, the criteria used by the arbiter of recessions, the National Bureau 
of Economic Research (NBER) reveals an economy not in immediate danger of a 
major contraction. Rather, it appears to remain in relatively good health.

NBER peers through a wide lens to determine whether the economy is in recession 
or not. The committee measures economic declines through consideration of 
depth, diffusion, and duration. It evaluates these features by examining real 
personal income less transfers, household and establishment (business) measures 
of employment, real personal consumption expenditures, wholesale and retail sales 
adjusted for price changes, and industrial production. It also uses gross domestic 
product and gross domestic income (two data sets that measure the same thing: 
economic output) to set business cycle peaks and troughs.1 

Surveying the data reveals that the economy does not appear to be in recession 
despite the declines in GDP during the first two quarters. Employment, whether 
measured through household or establishment surveys, continues to grow. 
Personal income also continues to advance, as does the spending it enables. 
Industrial production remains in fine fettle. The only indication of problems appears 
in wholesale-retail sales, which have been contracting of late. Even here, the 
severity of the contraction is not at levels associated with recession. (Exhibit A)

 

Hans F. Olsen, CFA
Chief  Investment Officer
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Unlike gross 
domestic product, 
gross domestic 
income has not 
contracted this 
yearSource:  Federal Reserve, U.S. Bureau of Labor Statistics (BLS), U.S. Bureau of Economic Analysis (BEA), 

Macrobond, Fiduciary Trust Company. NBER is the National Bureau of Economic Research. Values represent 
absolute index levels rebased to 100 on January 1, 2002. Data as of September 30, 2022.

Source: Federal Reserve Bank of Philadelphia, U.S. Bureau of Economic Analysis (BEA), Macrobond, Fiduciary 
Trust Company. Data presented as quarter-over-quarter percent change. Data as of September 30, 2022.

Exhibit A: NBER Recession Metrics

Exhibit B: U.S. Economic Output Measures: GDP and GDI
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Another important data set is the comparison of gross domestic product (GDP) 
with gross domestic income (GDI). These two measures should be equal as 
they attempt to measure the same thing: economic activity. GDP tallies from 
the expenditure side of the ledger while GDI measures from the income side. 
Since someone’s expenditure equals another’s income, the two should be 
“conceptually equal.” However, they are rarely actually equal due to timing 
differences, coverage differences, and sampling errors in the data. Importantly, 
despite these measurement challenges, these different measurement techniques 
tend to correlate exceptionally well.2 Unlike GDP, GDI has not contracted this year, 
although the most recent readings show almost no growth.
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And why is all this important?
Pondering criteria set by a quango calling the tops and bottoms in business 
cycles is hardly the stuff of riveting conversation. However, understanding how 
economists measure economic activity is important in order to gain a line of 
sight into how central bankers will react to the statistical landscape before them. 
Monetary chieftains facing problematic inflation will alter their approach to a 
growing versus shrinking economy. Moreover, no central banker wants to commit 
the cardinal sin of letting inflation get out of control. History treats these bankers 
unkindly. Policy pivots that involve slowing interest rate increases in the face of 
enduring growth-driven inflation are difficult to pull off successfully. To be sure, the 
growth present and inflation’s persistence militates against the Goldilocks and soft-
landing narratives that are succor to investors of late.

The look of normal
The market commentariat contemplation of the price of money has the air of a 
Victorian parlor game. It is entertaining but not helpful. Indeed, the Federal Reserve 
itself discusses the conditions and the targets it hopes to achieve but fails to 
articulate money’s ideal relationship to prices. 

I placed voice to this oddity during a recent Bloomberg Television interview. Ahead 
of me was the Bank of England chief economist. He related that money should 
have a real price that reflects the real growth in an economy. It is rare to hear a 
central banker make such a straightforward articulation of how normal should look. 
Noticing his comments, I reiterated them and offered that central bankers should 
adopt a policy of “talking less and saying more” as the BoE’s chief economist just 
demonstrated.3 

The question before investors remains: Where will inflation settle? Market-based 
measures indicate investors believe inflation will fall to roughly 2.6% in five years’ 
time, from the current 8%. Indeed, they expect a quick resolution, as two-year 
breakevens are 2.46%.4 Whether inflation can fall enough to meet expectations 
or not remains an open question. An aging labor market, slow population growth, 
low productivity growth, de-globalization, and wars of the hot and cold varieties 
will make the return difficult. Mr. Market is, as ever, an optimistic sort. The 
consequences of disappointing market expectations are severe.

Markets
In our Q3 Market Outlook, we cautioned to be on guard for a bear market rally. 
These rallies can easily be mistaken for the pivot from a bear to a bull market and 
are cruel as they draw investors in on the hope of better days only to shatter those 
hopes as losses resume. The summer increase of 14% in U.S. large- and mid-cap 
stocks from mid-July to mid-August exhibited the features of such a rally.5  

The time and difficulty required to arrest inflation appear to be repricing in markets. 
This reality appears to be displacing the prevailing Goldilocks narrative, leading to the 
resumption of the bear market. Conditions could worsen as another similarly sized one 
in November or December follows the recent 75 bps rise in the Federal Funds Rate. 

The harrying of asset prices from rising interest rates extends beyond stocks and 
bonds. Gold has suffered as real interest rates have moved higher. Even prices of 
recent digital confections, such as Bitcoin, have fallen as a reconsideration of their 

4   

Whether inflation 
can fall enough to 
meet expectations 
or not remains an 
open question

Video: 

View our market outlook 
webcast at:  

fidtrustco.com/market-outlook

(available mid-October 2022)
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usefulness as an inflation hedge has unfolded. Worryingly, reports are emerging 
about the loan syndication market, where deal financing is struggling, which leaves 
banks sporting sizeable losses on debt that fails to sell at profitable prices. The 
drop in asset prices in the public markets is rolling into private markets as reports 
of “down round” financings emerge. Failure to complete deal financing represents 
an elemental risk in the private market ecosystem.

Energy prices fell during the summer but appear to be set for another run higher. 
With winter approaching in the Northern Hemisphere, OPEC+ is producing less than 
promised. Compounding these fuel shortages are bans on Russian oil and gas. As a 
result, a winter of discontent looms in Europe and, to a lesser degree, in North America.

Natural gas prices are up 79% this year and inflation is running at 8%.6,7 As interest 
rates rise and the economies of Europe reel from energy shortages that hobble 
commercial activity, it is hard to see how they can avoid falling into recession. 

Portfolio Investing
Anticipating a reversal of the summer rally in share prices and fearing the worst in 
Europe, we continued to reduce equity exposure and raise cash during the quarter. 
This follows the risk reduction made in March, though this time we focused on our 
international developed market exposure. While equity market valuations in Europe 
remain reasonable, indeed attractive, uncertainty driven by war and policy makes 
reducing exposure to Europe prudent. We left our U.S. exposures untouched since 
the Federal Reserve’s policy response to higher inflation appears to be ahead of 
the European Central Bank’s efforts at policy normalization.

Rising interest rates intersecting with falling inflation will eventually create 
profitable opportunities for the cash raised this year. Now, corporate credit in both 
investment grade and high yield varieties are beginning to look attractive. The 
roil present in markets of late will surely continue as the reality facing investors 
replaces the narrative of hope. 

Exhibit C: Total Returns by Asset Class 

Source: Bloomberg, Fiduciary Trust Company. Indices: Cash: Bloomberg Barclays 1-3M Treasury Note, High-Yield: 
Bloomberg Barclays US Corp HY, Corporate Debt: Bloomberg Barclays US Corporate, U.S. Large and Mid Cap: Russell 
1000, U.S. Small Cap: Russell 2000, Dev. Int’l: MSCI EAFE, Emerg. Mkts: MSCI EM, Municipal Bonds: Bloomberg 
Quality Intermediate Muni. Data as of September 30, 2022.
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Note: These forward-looking statements are as of October 3, 2022, and are based on judgements and assumptions that change over time. 

1  National Bureau of Economic Research, Business Cycle Dating
2  Bureau of Economic Analysis, “Why do gross domestic product (GDP) and 
gross domestic income (GDI) differ, and what does that imply?” The difference 
between these measures is called the statistical discrepancy. On an annual basis, 
the correlation between GDP and GDI is 0.97, which is an extremely high level of 
correlation.
3  Bloomberg interview August 5, 2022

4  Breakeven inflation is calculated by subtracting the real yield of an inflation-
linked bond from the yield of the closest nominal treasury of a similar maturity. 
Data via Bloomberg.
5  Based on the Russell 1000 Index
6  Bloomberg, New York Mercantile Exchange, Natural Gas Active Contracts
7  Bloomberg, U.S. Bureau of Labor Statistics, Consumer Price Index, All Urban 
Consumers, NSA

Exhibit D: Fiduciary Trust Asset Class Perspectives 

For those who embrace the Goldilocks narrative of finding the “just right” it is worth remembering that in pursuit of 
that ideal, Goldilocks broke into the bears’ house, ate their food, broke their furniture, and messed up their beds only 
to flee into the forest never to be seen again. 

The Fed and investors should take note. ■
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High single-digit earnings growth will help support stock prices. Rising inflation and interest rate 
normalization will likely translate into a rotation away from hyper-growth stocks towards higher 
quality, more value-oriented stocks. Margin concerns will likely assert themselves as labor and 
material shortages continue. These factors may contribute to higher market volatility and potentially 
significant intra-year market drawdowns. Retesting of lows is probable. The U.S. market remains the 
most attractive relative to other markets as interest rate normalization is further along compared to 
International Developed and Emerging Markets.

U.S. Small 
Cap

£
Profitable, high-quality small companies hold attractive return possibilities. The relative 
underperformance of this part of the market could change as investors reassess equity 
exposure in the light of higher interest rates and pivot away from hyper-growth stocks.  
Rising interest rates will represent a headwind which makes the sector an attractive place for 
active investment management.

International 
Developed £

Remarkably, despite war on the continent, European equities have held up well compared to their 
U.S. counterparts. Undoubtedly, attractive valuations and higher dividend yields give support to this 
market. The dominant themes driving performance of Europe are the war in Ukraine, inflation, and a 
deteriorating fiscal position. Recession is a real possibility if energy supplies from Russia are severed 
through tougher sanctions. Japanese equities remain, as ever, a challenge.

Emerging 
Markets £

Emerging market returns have struggled against a backdrop of a strong dollar and rising interest 
rates. These markets are ideal for active management as opportunities and challenges vary 
significantly from market to market. Overall, modest multiple expansion could drive solid returns but 
these markets are sensitive to interest rate changes in the United States.
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Municipal 
Bonds £

Yields on high-quality, liquid municipal bonds are generally below the inflation rate, rendering these 
securities less attractive in protecting purchasing power. The muni market has suffered along with the 
corporate market this year as yields have risen. The possibility of higher interest rates could force a 
rethink of this highly valued bond sector. All holdings of investment grade bonds either municipal or 
corporate should be kept to short durations during periods of rising interest rates. 

Structured 
Credit £

Residential and commercial mortgages offer attractive risk-adjusted returns. Despite rising interest 
rates, seasoned mortgage-backed securities with low interest rate risk, significant credit support, low 
loan-to-values, and a strong housing market offer an attractive opportunity for total return.

U.S. High 
Yield £

Rising interest rates, lax underwriting standards, and recession worries are forcing a repricing of 
high yield bonds. Option-adjusted yields are returning to long-term average levels. This market 
will likely be a good candidate for investment if/when recession concerns are more prominent 
and yield spreads widen. 

Al
ts Private 

Assets £
Select opportunities continue in the private asset arena. We are interested in niche opportunities 
where less capital is deployed.

Ca
sh Cash £

While negative real returns on cash make holding it unattractive on a longer-term basis, the war in 
Europe and market volatility in global markets offset the lack of inflation protection that cash 
provides. The overweight is tactical. 
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Most importantly, a good trustee must understand that trustees are bound by 
certain duties, and that the trust beneficiaries or a court may hold them personally 
liable for any breach of those duties. As a result, trusteeship should not be entered 
into as a “favor” or bestowed as an “honor” – it is a substantial responsibility that 
requires significant commitment. Unless the trust instrument provides otherwise, 
the major duties of a trustee are as follows:

1. Loyalty: a trustee must administer the trust solely in the interests of the trust 
beneficiaries, and must avoid conflicts of interest or use of trust assets for the 
trustee’s gain.

2. Impartiality: a trustee must treat the beneficiaries impartially, unless the trust 
instrument directs otherwise. This includes balancing the interests of current 
and remainder beneficiaries, as well as treating current beneficiaries impartially 
and fairly.

3. Prudence and Care: a trustee must secure the trust property, appropriately 
manage the trust’s assets and investments, make distributions in accordance with 
the trust instrument, and oversee administrative matters relating to the trust, 
with appropriate care and prudence. This is a high standard of care that applies 
notwithstanding the prior inexperience of a trustee.

4. Communication: a trustee generally must keep the beneficiaries informed 
regarding the trust and its administration, including the assets of the trust, 
investment performance, and other information regarding the trustee’s activities. 
Depending upon the trust instrument and the state of administration, a trustee 
may have specific accounting requirements. A trustee should also be aware of 
the beneficiaries’ life circumstances and needs.

Who is the “Right” Trustee?
A natural first inclination is to consider a family member or trusted friend who 
knows you and your philosophies and values well. Family or friends may personally 
know your beneficiaries and their needs. They also may be willing to serve 
as a trustee without compensation; however, this should not be your primary 
consideration, given the required skills and duties previously discussed.

One drawback of choosing among family members or friends is that, even with 
the best of intentions, they simply may not have the time or ability to do the 
job well. Serving as your trustee may be a major burden and an obligation they 
simply cannot fulfill due to other personal or professional demands, or their own 
health or age. Another drawback is that their existing relationships with certain 
beneficiaries may cause them to appear or actually be partial, and therefore unable 
to administer the trust impartially. Individual trustees may also be prohibited by 
tax laws from having the broadest possible standard for distributing trust assets 
among the beneficiaries of the trust. 

Finally, although friends and family may choose not to charge a fee for trustee 
services, it is unlikely any one individual will have the full range of skills needed 
to administer a trust. As a result, a family member or friend may need to hire a 
custodian or trust administrator, an investment manager, an accountant, and/or 
an attorney, and oversee these service providers in the course of serving as the 
trustee. Your trust would bear all of the associated costs.

Suma V. Nair, JD
Chief  Fiduciary Officer

Author
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Choosing the Right Trustee (continued from page one)
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For these reasons, many families decide to name a professional trustee of their 
trusts. Professional trustees may be individuals such as attorneys or accountants 
who routinely serve in a trustee capacity for their clients, or entities such as 
banks or trust companies. 

Most professional trustees, either individually or using their firm’s or company’s 
resources, should have the technical capabilities needed for trust administration, 
although you will want to assess them carefully and determine whether their 
services are appropriate for your needs. Importantly, because your own relationship 
with a professional trustee may not be as close as a family member or friend, 
you will need to assess their personal attributes and understand how decisions 
regarding distributions and communications with beneficiaries will be made.

Most professionals will be impartial and objective in dealing with your 
beneficiaries. Most will be able to demonstrate a history of sound judgment, 
integrity, and confidentiality. However, it may be difficult for you to gauge 
impartiality, empathy, communication, and fairness. 

The best way to gain confidence is for you to have a working relationship with 
the professional trustee during your lifetime. You can then experience firsthand 
the professional trustee’s personal attributes, including the practicality of their 
advice and decision-making, and their empathy and fairness. You will see if the 
professional devotes enough time to your relationship to learn your philosophies, 
as well as your hopes for — and any concerns about — your beneficiaries. 

Even after you become confident in a professional trustee, you will want to 
consider the longevity of the relationship. If the professional trustee is an individual, 
who will succeed that person down the road? If the trustee is a bank or a trust 
company, who will be in charge of the relationship with your beneficiaries, and how 
will decisions be made by the entity? Since a corporate trustee is more likely than 
an individual to serve for multiple generations, you should consider whether it has 
a long and lasting commitment to serving as a trustee, or if it views trusteeship as 
a tangential or even secondary service to one of its many other business lines.

Final Thoughts
In our experience, a carefully selected professional trustee is the better option 
for most wealthy families. In many cases, the ideal combination is to name a 
professional and a family member or trusted friend who can work side-by-side 
as co-trustees. In all cases, you should consider including in the trust instrument 
some provision, whether exercisable by a beneficiary or a third party, for the 
removal and replacement of any trustee.

Fiduciary Trust can support trusts in a variety of capacities, including serving  
as a sole corporate trustee or co-trustee, or providing administrative or 
investment support for other trustees. To learn more about our trustee services 
reach out to your Fiduciary Trust Officer or Rick Tyson at 617-292-6799 or 
tyson@fiduciary-trust.com. n

News & Notes
Nadi Son, JD, LLM, joined 
FTNE as VP and Senior  
Wealth Advisor

FTC won WM.com Awards for 
Outstanding ESG/Sustainable 
Investing Achievement in 
Trusts and Custody Thought 
Leadership

FTC named a Top Charitable 
Contributor in Mass. by the BBJ

FTC named a Top Financial 
Advisor by Expertise


