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“Invest and Grow”

A client once told Markwalter that 
she clearly �got� what Atlantic Trust 
was all about and which space in the 
broad spectrum of wealth manage-
ment services the �rm occupies. �The 
best of both worlds� was the way 
this client described Atlantic Trust. 
Markwalter couldn�t agree more.

�The term �wealth management� has 
become an almost over-used buzz-
word and prospective clients may have 
difficulty determining just who is a 
wealth manager and what services 
make up wealth management,� says 
Markwalter. �On one end of the spec-
trum are investment banks and Wall 
Street brokerage �rms with a heavier 
emphasis on products. On the other 
end are the very conservative trust 
companies. We are positioned in the 
middle�the best of both worlds�

providing holistic wealth management 
and investment services within an  
extremely strong �duciary culture that 
is balanced with innovation.�

Serving as a �duciary means always 
putting clients� interests �rst. Often 
that takes the form of strategic think-
ing about investment products and 
estate planning. Innovation at Atlantic 
Trust means applying customized invest-
ment strategies�including the use of  
alternatives such as private equity, hedge 
funds, and funds of funds�to respond 
to individual client situations. �Our clients 
often have highly concentrated stock po-
sitions and need improved diversi�cation 
to balance wealth preservation with 
reasonable growth,� says Markwalter.  
�I believe this is an area where we  
excel�customizing a portfolio to take 
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In 2007, the watchword at Atlantic Trust was �invest and grow.� 
Moving into 2008 and beyond, that strategy should result in 
strong investment performance and superior client service, thus 
further enhancing the �rm�s competitive position, according to 
Jack Markwalter, President and CEO. Markwalter shares his 
thoughts on the year ahead for Atlantic Trust.
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advantage of the sophisticated investment products that wealth 
management requires.�

Last year, the �rm launched an oil-and-gas master limited 
partnership hedge fund and created three �feeder funds� 
to give clients access to institutional managers at a much 
lower minimum than is typical. �Many of our clients told us 
they were interested in additional alternative investment 
options. They�re not right for all clients, but for those for 
whom they are, it�s another way to offer diversi�cation and 
for us to respond to client feedback,� says Markwalter. 

The commitment to innovation requires signi�cant investments 
in infrastructure and people. In 2007, the �rm invested in a 
new, state-of-the-art trading and portfolio management 
system, as well as a new client information system that allows 
the �rm to better know and serve clients. �Authorized team 
members have secured access to historical information, 
notes on client characteristics and preferences, investment 
performance and family background, for example. It�s a great 
support tool for the deep relationships we have with our 
clients,� says Markwalter. Enhancements for 2008�09 include 
a new client web site and improved client reporting. 

Technology resources notwithstanding, a critical element 
for the high-touch client service that Atlantic Trust offers 
is its human capital. During the last several years, the �rm 
has emphasized investing in attracting, developing and 
retaining talent. Proprietary investment management was 
strengthened in 2007 with the addition of two new senior 
managers�Patricia Bannan, CFAfi, who joined in January 
2007 as senior portfolio manager responsible for co-man-
aging the large core growth portfolio, and Gary Pzegeo, 
CFAfi, who manages the fixed income portfolio. On the 
West Coast, Michael Battey, a seasoned wealth manage-
ment professional with experience at several prestigious 
firms, was recruited to serve as managing director in  
San Francisco, positioning the of�ce for robust growth.

�We engaged a talent management �rm in 2007 to help us 
continue building career paths and make sure we�re integrating 
our management talent with our client needs,� says Markwalter. 
�A more formal and deeply-resourced talent development 
program is one way we can leverage Invesco, our parent. 
As a global company with experience developing thousands 
of professionals, they�re a valuable resource to help us create 
new ways to invest in our people, including extensive training  
programs. It�s important for clients to know the depth of 

resources we have. When a �rm our size brings in �ve to ten 
key people per year, it can have a huge impact on our business. 
Our employees are a large part of what differentiates us and 
what drives client referrals. Our typical client relationship man-
ager and team works with between 30 and 40 clients. For many 
competitor �rms, a team might have 100 or more clients.�

In 2008, Atlantic Trust will focus on continuing improvements 
in the key elements of its offerings: the investment platform, 
client service and performance outcomes. Markwalter  
expects the �invest and grow� philosophy to lead to a doubling 
of client assets in the next �ve to seven years, from asset appre-
ciation as well as from organic growth�extended relationships 
with clients� families and referrals from existing clients. 

�Our challenge always is to deliver excellence in service and 
investment performance,� he says. �When you have a pas-
sion for clients and for your business, it shows in high client 
and employee retention rates. This validates our value prop-
osition to clients�that your Atlantic Trust team can take 
care of your family�s wealth management needs.� 

2007: A Year of Performance and Performances

Aligning with clients� interests takes many forms�from seeking  
excellent investment performance to implementing top-performing 
back-of�ce systems to sharing a passion for artistic performance.

At Atlantic Trust in 2007�

Performance results for all four of our proprietary equity invest-■

ment strategies were ahead of their respective indexes.*

An employee survey showed Atlantic Trust�s employees� com-■

mitment to client service, the highest ethics and values and 
strong support of the firms leadership, strategy and direction.

New investment offerings included an energy MLP fund and ■

three feeder funds featuring lower minimum investments.

Investments were made in new state-of-the-art trading, port-■

folio management and client information systems.

Client events were sponsored in Chicago (the 75th anniver-■

sary celebration of Stein Roe, a predecessor firm, at The Art 
Institute of Chicago), Baltimore (at the opening of Matisse: 
Painter as Sculptor at the Baltimore Museum of Art), and Denver 
(at the opening of Artisans & Kings�Selected Treasures from the 
Louvre at the Denver Art Museum). 

Also in 2007, Atlantic Trust hosted an event to honor Ed Rudman,  
a founder of Pell Rudman, one of Atlantic Trust�s predecessor �rms, as 
he retired after more than four decades of providing �nancial counsel 
to individuals and families. Rudman, considered to have pioneered the 
suite of comprehensive services that constitute wealth management 
today, historically was �the heart and soul� of the �rm, says Markwalter. 
�He instilled values around which our culture revolves today. This �rm 
wouldn�t be what it is without Ed Rudman�s dedication to service and 
deep understanding of the needs of our clients.� 

Source: *Atlantic Trust, for full year, 2007.

“Invest and Grow”
(Continued from Page 1)
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Clients who can afford to give away assets while they are 
alive often ask whether they should go beyond the amount 
that is exempt from gift tax and make taxable transfers to 
family members. 

This issue seemed less compelling when Congress was con-
sidering a permanent repeal of the estate tax, which  
currently applies to estates worth more than $2 million.  
But since the repeal efforts failed last year, more wealthy  
individuals are considering the possibility of paying gift tax 
today in order to save estate tax in the future. 

�Before analyzing the pros and cons, make the most of the  
legal limits on lifetime gifts,� advises Linda S. Beerman, manag-
ing director at Atlantic Trust-Atlanta. Currently, you can give up 
to $12,000 each year to as many recipients as you like without 
incurring a gift tax. Spouses can combine this annual exclusion 
to jointly give $24,000 to any person tax-free. Gifts that exceed 
the yearly limit (which is indexed for in�ation) count against 
your $1 million lifetime exemption�the total of taxable gifts 
each person can make without incurring 45% gift tax. 

When deciding whether to make a taxable gift, these are 
some factors to consider.

Gift tax is cheaper than estate tax. �Although the rates 
are currently the same, the two taxes are calculated differ-
ently, so that family members wind up getting more through 
a lifetime gift than they would through an inheritance,� 
says Judith A. Saxe, managing director at Atlantic Trust-Boston. 

To illustrate, let�s say Jack Taxpayer has used up his lifetime 
gift-tax exemption and in 2007 makes a $3 million gift of 
cash to his daughter Jane. In effect Jack�s gift costs him 
$4.35 million: $3 million goes to Jane, and Jack pays  
another $1.35 million in gift tax (45% of $3 million). But there 
is tax only on the sum he gives away�not on the money he 
uses to pay the tax. This is called a tax exclusive system. 

In contrast, estate tax is tax inclusive, meaning that the tax applies 
not only to an inheritance, but also to the money used to pay the 
tax on that bequest. So if Jack takes the same $4.35 million of 
cash and leaves it to Jane in his will, assuming that entire sum 
was subject to tax, the tax bill would be $1.9575 million and she 
would receive only $2.3925 million. Therefore, at the same $4.35 
million cost to Jack (or his estate) Jane gets $607,500 more with 
a lifetime gift than she would from an inheritance.

Lifetime gifts have a dual bene�t. They reduce the size 
of your taxable estate. And, if an asset increases in value 
after you have made a gift, the appreciation is also tax-free. 

Back to Jack and his $3 million gift. Assume that instead of 
cash, he gives Jane a piece of land in 2007 valued at $3 million, 
that the land is worth $6 million when Jack dies three years 
later, and that the estate tax at that time is 45%. Since the ap-
preciation occurred after Jane took title, there is no transfer tax 
on the increase in its value. 

But what if Jack had kept the land instead, and left it to 
Jane in his will? In that case there would be estate tax on 
the entire value of the parcel when he died�a $2.7 million 
levy ($6 million times 45%). That�s twice what Jack would 
have paid in gift tax if he gave Jane the land three years 
earlier. And if the estate didn�t have enough other assets, it 
might be necessary to sell some of the land to raise cash to 
pay the tax. 

Tax rates are in �ux. Under the Economic Growth and Tax 
Relief Reconciliation Act of 2001, the federal estate tax is 
scheduled to disappear in 2010 and spring back in 2011. 
While the law retains the gift tax inde�nitely with a lifetime 
exemption of $1 million, the tax rate is scheduled to drop to 
35% in 2010 unless Congress acts sooner to change things. 
There has even been a proposal to lower the gift tax to 25%. 

�Although predicting future tax rates is impossible, some 
clients might be tempted to postpone lifetime transfers and 
see if gift tax rates go down,� says Daryl M. Allen, senior 
vice president at Atlantic Trust-Houston. For example, may-
be Jack expects estate tax reform effective in 2009. Com-
pare the tax consequences of the following rates if he waits 
until then to make his $3 million cash gift:

Potential Tax Consequences vs. Tax Savings

Tax rate Tax Taxes saved by waiting

45% $1.35 million 0

35% $1.05 million $300,000

25% $750,000 $600,000

Source: Atlantic Trust, 2007  For illustrative purposes only 

Post-gift compounding augments the bene�ts of life-
time transfers. �Especially when assets are appreciating, 
there can be opportunity costs to postponing a gift, even if 
tax rates ultimately go down,� Allen says. �While you may pay 
a higher rate by making the gift today, you get a head start 
on appreciation, which isn�t taxed,� he explains. �And 
given enough time, the tax you save on post-gift appreciation 

Should You Pay Gift Tax Today  
To Save Estate Tax In The Future?
Wealth Strategies Group
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