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Estate Planning for Complicated Family Situations

complex society, planning for the

future is not always straightfor-
ward. Divorce and remarriage,
blended families, children with dis-
abilities, or even a financially irre-
sponsible child can complicate estate
planning to the point where procras-
tination is tempting. While accom-
modating all of your loved ones is a
delicate balancing act, the reward is
peace of mind in knowing that your
spouse and children will be cared for
in the best possible way following
your death.

If You Are Divorced

One of your top priorities is
updating your beneficiaries, last will,
trusts (along with the executor/
trustee), durable power of attorney,
and healthcare proxy. Likewise,
because you no longer have the ben-
efit of combining your estate and
inheritance tax exemptions with a
spouse, you may need to consider
more strategic estate planning to
avoid estate taxes.

l n our modern and increasingly

If there are children involved,
you have even more decisions to
make, including guardians of any
minor children.

While you can name anyone as
your beneficiary on life insurance
policies, annuities, retirement
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accounts (if permitted by your plan),
IRAs, and health savings accounts,
your children typically cannot
receive these funds until they turn
18. In the meantime, your children’s
appointed guardian, such as their
surviving parent, could be designat-
ed by the court to manage these

monies until they reach adulthood.
Proper estate planning can avoid any
mishandling of those funds.

One way to ensure this outcome
is to set up a trust with an appointed
trustee, such as a grandparent, aunt,

or godparent.
Continued on page 2

Credit Issues as You Age

hile obtaining credit can be just as important for older individ-
s ’s / uals as it is for younger ones, older individuals often have
unique credit issues. To help ensure that you don’t have credit

problems as you age, consider these tips:

Apply for major loans while you are still working. If you are get-
ting close to retirement and know you’ll need a loan, perhaps for a
retirement home or new car, apply for credit a few years before retirement.

Make sure that credit cards are obtained as joint accounts. If
you have an individual account with your spouse listed as an author-

ized user, the lender can close the account if you die. However, if the
account is a joint one, the creditor cannot automatically close the account
or change its terms. The lender may require the surviving spouse to update
the application if the lender suspects that he/she does not have adequate
income for the credit limit.

Ensure that both you and your spouse have a good credit history.

Review your credit reports, ensuring that all information is accurate
and that you both have sufficient history. That way, either of you will be
able to obtain credit if the other dies.

If you are denied credit, find out why. It could have been an error,

or you may convince the lender to consider other information. You
may also be able to negotiate a compromise with the lender. For instance,
if the lender is concerned about your age when considering a 30-year
mortgage, perhaps a 15-year mortgage would be acceptable. v vv/
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Estate Planning

continued from page 1
If You Have Remarried

While remarrying is a beautiful
reminder that second chances really
do exist, this can often complicate
estate planning — particularly when
at least one spouse has children from
another marriage. The first step is to
sit down with your spouse and dis-
cuss what you both feel is fair for
each other and your children.

Because of state marital estate
laws, unless you have a prenuptial
agreement in place, your current
spouse has legal entitlement to up to
half of your estate, regardless of what
your will may designate.

Assuring that your surviving
spouse is provided for while leaving
a legacy for your children can be a
fragile matter; it’s important to have
a plan that assures both your spouse
and children receive what you intend.
You might consider a trust, such as a
marital trust, qualified terminable
interest property trust (QTIP), or
irrevocable life insurance trust (ILIT)
that can provide lifetime income to
your surviving spouse, while simul-
taneously ensuring that your heirs
receive the remaining proceeds.

If You Have A Special
Needs Child

Understandably, parents of a spe-
cial needs child are often so distracted
with accommodating their child’s
immediate needs that important finan-
cial matters are overlooked. The con-
sequences of putting off estate plan-
ning are far worse in these situations.

The two most important factors
to consider are preserving your
child’s eligibility for Medicaid and
other essential benefits while contin-
uing to provide the best possible
lifestyle for him/her. However, with-
out a proper action plan, an inheri-
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tance could disqualify your special
needs child from vital benefits.

To avoid this situation, parents
often leave special needs children out
of the inheritance equation, listing
other siblings or a designated
guardian as heirs with the intention
that their special needs child will be
provided for as he/she continues to
receive necessary medical benefits.
The truth is, misuse of these intended
funds is always a possibility, as inten-
tions and reality often do not mesh. A
much more reassuring path is to con-
sider a special needs trust, which can
assure that your child continues to
qualify for medical benefits while
providing a sound financial future
that can include special trips, thera-
peutic lessons, and life-enhancing
activities.
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An Irresponsible Adult
Child

It’s quite common for parents to
worry that a child could get into seri-
ous trouble when presented with a
large sum of money. This depends on
a variety of factors, such as age at the
time of inheritance, lifestyle, or even
addiction issues. Consider establish-
ing a trust where the appointed
trustee can limit your child’s inheri-
tance to several installments through-
out the course of his/her lifetime,
place conditions such as good behav-
ior on the disbursements, or even
appropriate the funds for something
as specific as college tuition. VvV

Set Your Own Debt Limits

redit can be a valuable tool
‘ that allows you to purchase

major items and pay for
them over time. But the ready avail-
ability of credit also makes it easy to
incur more debt than you can com-
fortably repay. Rather than allowing
lenders to set credit limits for you,
evaluate your financial situation and
determine your own limits.

To find out where you stand
with consumer debt, which
includes all debt except your mort-
gage, make a list of your debts and
monthly payments. Then calculate
your debt ratio by dividing your
monthly debt payments by your
monthly net income. The general
guideline is that your debt ratio
should not exceed 10% to 15% of
your net income, with 20% usually
considered the absolute maximum.
However, you should consider
your own circumstances and
decide how much debt you are
comfortable with.

Before purchasing something
on credit, carefully evaluate
whether it makes financial sense to
do so. Some questions to ask your-
self include:

Should I wait and save the
money so | can pay cash for
the item?

Will the cost of the item

increase or decrease in the
future?

Is it really worth paying inter-

est on the item so I can use it
now?

Will T still be within my des-
ignated debt limits if [ add this
new debt payment?

Will the item still have value
after I finish paying for it?

Setting your own debt limit and
carefully evaluating whether you
should purchase an item on credit
should help you keep your debt
under control. VvV
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Interest Rates and Debt

the cost of borrowing money.

Understanding interest rates and
how they work is essential to making
smart financial decisions.

l n simple terms, an interest rate is

Interest Rate Basics

An interest rate is the amount a
borrower (or debtor) is charged by a
lender (or creditor) to borrow
money. It is usually expressed as a
percentage of principal. By charging
interest, a lender is compensated for
lending you money. By paying a cer-
tain amount of interest every time
you make a payment, you also help
to lessen the financial blow to the
lender if you default on (or fail to
pay back) the loan.

How Interest Rates Are
Determined

A variety of factors influence in-
terest rates. Some are macroeconom-
ic, or related to broad economic
trends. In the U.S., the Federal Re-
serve (the country’s central bank)
sets what is called the Fed funds rate,
which is the amount banks charge
each other for certain types of loans.
The Fed funds rate, in turn, influ-
ences other interest rates, including
the prime rate — the interest rate a
bank charges its best (or least-risky)
customers. The prime rate then influ-
ences other consumer interest rates,
such as those for cars, credit cards,
and mortgages. The Fed uses its abil-
ity to set interest rates to influence
the broader economy, lowering inter-
est rates to stimulate growth or rais-
ing them to combat inflation.

Of course, broad economic
trends aren’t the only factors that af-
fect what interest rate you’re
charged. A lender will also look at
your overall creditworthiness and
then offer an interest rate on how
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risky the lender believes it is to loan
you money. If you have defaulted on
debts in the past and have little in-
come, a lender may only offer you a
loan at a very high rate or even de-
cline to loan you money at all, be-
cause it fears there’s a good chance
you won’t pay the money back. On
the other hand, if you’ve always paid
your debts promptly and have a good
income, you may get a lower rate.

Finally, the interest rate you’re
charged depends on the type of loan
you want. One reason mortgage
loans tend to have lower interest
rates is because they are secured
loans, meaning you promise an asset
as collateral when you get the loan.
If you fail to make payments, the
lender has the right to claim that
asset (in the case of a mortgage, the
house). On the other hand, credit
cards tend to have high interest rates
because they are unsecured loans,
meaning you offer nothing as collat-
eral in exchange. If you fail to pay
your debt, the lender has fewer op-
tions for recovering what you owe.

The Cost of Borrowing
Money

Whether you’re borrowing a lot
or a little and whether you’re rich or

poor, the same basic principle ap-
plies: the higher the interest rate, the
more it will cost you over the long
term to borrow money.

For most people, the challenge
with debt and interest rates is balanc-
ing their short-term financial situa-
tion with their long-term goals. In
general, it is advantageous to pay off
a loan as quickly as possible no mat-
ter the interest rate, since you’ll pay
less interest overall. (Occasionally,
there may be some exceptions to this
rule, such as if you can claim the
mortgage-interest deduction.) But if
your budget is tight, the lower
monthly payment that comes with
taking a longer time to pay off the
loan may be worth it, despite the
higher overall interest costs.

If you are not cautious, however,
high interest rates and low payments
can send you into a debt spiral that it
is difficult to escape. Making low
payments on a high-interest debt can
leave you paying as much in interest
as you originally owed and some-
times more. VvV
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Watch Your Credit When Divorcing

ake sure to consider your credit accounts if An individual account is the responsibility of the
you are going through a divorce. First, deter- account holder. The spouse is typically not
mine what types of credit accounts you have: | responsible for any of this debt.

Even if you have an individual account, you may

have authorized your spouse to be an account
user. Even though your spouse can charge on the
account, you are solely responsible for the debt.

Market
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A joint account is the responsibility of both

MonTH END % CHANGE spouses.
Dovimesnd. S50 046 wes2te o 1gm | The divorce decree will typically indicate who s
S&P 500 749936 7580.06 720901 96 209 responsible for joint debts. However, if that person does
Nasdaq Comp. 2621372 2697262 2489231 128 287 not pay the debt, the lender can come after the other
Total Stock Market ~ 74557.05 74913.05 71306.98 105  21.6 spouse, regardless of what the divorce decree indicates.
I();I;Fislous . 4029.00 4560.50 464100 73 228 Once your divorce is final, you might want to close
Silver 5945 156 IS -179 652 any joint accounts or individual accounts where your
INTEREST RATES: JUN26  May26 APR26 DEc25 JUN25 spouse is an authorized user. You can also ask the
Prime rate 6.75 6.75 675 675 150 creditor to convert a joint account to an individual
Money market rate 0.51 0.43 042 041 044 account or remove your spouse as an authorized user.
3-month T-bill rate 3.74 3.60 359 357 420 In some cases, the lender may have you reapply for

20-year T-bond rate 493 498 49T 4T AT credit before converting a joint account to an individ-
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ual account. VvV
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Sources: Barron’s, Wall Street Journal. An investor may not invest directly in an index.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which may
create a different type of relationship with different obligations to you. Please visit us at
http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences.

This newsletter was produced by Integrated Concepts Group, Inc. on behalf of Morgan Stanley Financial Advisors Judith Wilkens Lev, Corey D. Lev, CFP® Ronald R. Rourk, CFP®. The
opinions expressed in this newsletter are solely those of the author and do not necessarily reflect those of Morgan Stanley. Morgan Stanley can offer no assurance as to its accuracy or com-
pleteness and the giving of the same is not deemed an offer or solicitation on Morgan Stanley’s part with respect to the sale or purchase of any securities or commodities.

Tax laws are complex and subject to change. This information is based on current federal tax laws in effect at the time this was written. Morgan Stanley Smith Barney LLC (“Morgan
Stanley”), its affiliates, and Morgan Stanley Financial Advisors do not provide tax or legal advice. Individuals should consult their personal tax advisor for matters involving taxation and tax
planning and their attorney for matters involving personal trusts, estate planning, and other legal matters.

Investments and services offered by Morgan Stanley Smith Barney LLC, Member SIPC. 2026-PS-532
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