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Interest Rates at Historic Low

The potential success of many estate planning strategies (including grantor retained annuity trusts
or “GRATS,” charitable lead annuity trusts or “CLATs,” and intra-family loans) in transferring wealth is
dependent, in part, on interest rates published monthly by the IRS. For some strategies, a low rate increases
the likelihood of success. For the month of June, 2020, these IRS rates have reached historic lows:

The interest rate that applies to loans with a term of three years or less is 0.18%.

The interest rate that applies to loans with a term of three to nine years is 0.43%.

The interest rate that applies to loans with a term of over nine years is 1.01%.

The Section 7520 rate (the discount rate that applies to GRATs and CLATS) is 0.60%.

Given these low rates and declines in asset values, now may be an appropriate time to create
GRATSs or CLATs, make loans to family members and trusts, or sell assets in exchange for notes. As a
reminder, GRATSs, CLATSs, and loans allow for the transfer, gift tax-free, of appreciation in excess of the
applicable IRS rate. You may also wish to consider refinancing existing intra-family / inter-trust debt at these
lower rates.

We are fully available to discuss any of the above with you.
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Trusts and Estates Group

Please feel free to discuss any aspects of this Client Alert with your regular Milbank contacts or any of the
members of our Trusts and Estates Group.

If you would like copies of our other Client Alerts, please visit our website at www.milbank.com and choose
"Client Alerts” under "News."

This Client Alert is a source of general information for clients and friends of Milbank LLP. Its content should
not be construed as legal advice, and readers should not act upon the information in this Client Alert without
consulting counsel.

For additional insights related to business and legal implications as a result of COVID-19, please visit our
Knowledge Center.
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