
STRESS TEST LESSONS
FOR ALL OF US

Key
Takeaways:

 Stress testing can
help ensure you
aren’t making any
serious mistakes
when it comes to your
wealth management
plan.

Stress testing also
can help you see
whether you are
overlooking any
meaningful financial
opportunities or
strategies. 

Often, problems
identified by stress
tests result from
crossed wires or
failing to think
through what really
matters to you and
your loved ones.

In many ways, the Super Rich—those people with
a net worth of $500 million or more—are at the
vanguard of wealth management, with tremendous
access to expertise. Consequently, learning from
the actions and orientations of the Super Rich can
prove quite useful for affluent individuals and
families who haven’t reached the level of the
Super Rich. 

That’s especially true as more products, services
and expertise expand. Many solutions that were
once available only to the Super Rich are now
accessible by the “merely affluent” through
resources such as virtual family offices, which
bring together high-level expertise in cost-effective
ways.

One big example is stress testing—a process
commonly used by the extremely wealthy that is
becoming increasingly popular with less affluent
individuals and families.



Stress testing is a systematic way to evaluate whether the financial (and other)
solutions you currently have in place are likely to generate the results you want and
expect. Stress testing is also done to assess how a solution you might be
considering is likely to behave in different scenarios. Finally, stress testing can be
helpful in determining whether you are missing out on or overlooking opportunities
that could enhance and improve your results. 

We see that the Super Rich make extensive use of stress testing. It can potentially
help them ensure that they are not making any serious mistakes when it comes to
wealth management. It also can help them see whether they are overlooking any
meaningful financial opportunities or strategies. 

Putting a plan through its paces

Two examples of stress testing
The following are just two examples of how and why the Super Rich might stress
test their wealth planning. 

Example #1: A very young inheritor
A stress test of a will discovered that a family’s youngest son, then 6 years old, was
slated to receive an inheritance of slightly more than $250 million when he turned
12—a fact that surprised and dismayed the family. The problem was a technical
failure: The will should have read that the son inherits the fortune at 21 years old,
not 12 years old. 

However, even that switch didn’t address the problem—as the family also didn’t
want to give so much wealth at one time to a young adult. The stress test revealed
that there had been a serious breakdown in communication between the family and
the people involved in drafting their plan.

Because of the stress testing, the Super Rich family’s wealth plan was dramatically
adjusted and updated. Now, the son will inherit substantial wealth in stages
beginning when he turns 21. In addition, the wealth plan now has a framework and
structure for creating a dynasty while also insulating family members from losing
wealth because of litigation or divorce.



An extremely wealthy couple was highly confident that their wealth planning
coordinated by their single-family office had been done well and would get them the
results they wanted. The couple is very astute and understands the nature and even
much of the complex mechanics of their plan. But they were curious about whether
there might be legal strategies they were unaware of that could benefit them. 

The couple’s plan was to have the bulk of their fortune go to charity, and the plan
was designed with that goal in mind. However, it turned out there was a small catch
in the logic. The family has a history of certain medical problems, some severe, and
their charitable interests centered in part on certain diseases. Presently neither the
wealthy couple nor their children showed any indications of these conditions. 

If these conditions were to manifest, the couple decided they would take the steps
necessary to get the best treatment they could identify—even if the treatments were
very expensive and experimental (cutting-edge therapies not approved in their
home country, for example).

Example #2: An immunocompromised family

The stress testing process
raised key questions,
including: 

What is the likelihood of
anyone in the family having
any of the conditions?

With medicine advancing
rapidly, what future
treatments might be able to
address these conditions?

Based on the answers to
those two questions, is the
wealth plan appropriate as
is, or are modifications
needed?

Unfortunately, genetic testing revealed a
strong possibility that more than one of the
couple’s children will contract a serious
medical condition. Some of the most
promising treatments are still in
development and will likely be quite costly.

The couple ended up stress testing all of
their wealth planning. On a technical level,
everything was well done. The planning did
exactly what the wealthy couple wanted
and did so very tax efficiently. However,
significant changes were made to the
wealth plans to provide for the possibility
of the children getting sick—including
enabling them to receive state-of-the-art
medical care for their genetically
predisposed conditions. 



Sometimes the problems unearthed in stress testing are caused by technical
mistakes, such as transposing 12 and 21 in an estate plan. But more typically, the
complications in need of fixing are related to the human element.

The human element is the personal and emotional component of wealth
management and wealth planning. It’s the part of the planning that focuses on
understanding everything and everyone that is important to the family—as well as
everything and everyone that could be affected by decisions concerning their
finances.

Stress testing is therefore a powerful way to identify not just mistakes, but any gaps
between what is truly important to a family and what their wealth plan calls for. 

Stress testing and the human element

Stress testing and the human element
We see two key lessons to be learned from the Super Rich when it comes to stress
testing:

If you are even slightly unsure about
the viability of your wealth management
solutions, you might benefit from stress
testing. There are different costs to
stress testing depending on what you
evaluate and what’s involved in putting
it through its paces. Still, failing to
stress test can lead to much more
severe problems for you and your loved
ones.

Many times, the most significant failings
are due to not enough attention to the
human element. Technical proficiencies
are absolutely critical. But often the
problems result from crossed wires or
failing to think through what really
matters to you and your loved ones.
When conducting stress tests, you need
to work with professionals who are both
immensely talented and adept with
respect to the human element. 

Regardless of your reasons for wanting to conduct a stress test—be they looking for
errors or searching for better solutions that might not have existed in the past—you
can potentially better position your wealth to pursue the exact results and outcomes
you seek by putting your plan through its paces.
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