Life Events: Birth of a Child (I/IV)

What are the key financial considerations when having a child?
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= Congratulations on having a baby — this represents one of the most consequential and life-changing events you may ever experience

= There are many emotions to navigate as well as some financial considerations to keep in mind. For perspective, the average American family spends about $330,000 on raising

a child to age 18, and of course, these expenses can be even higher given your choices around childcare, education, standard of living, extracurricular activities, travel, etc.

(Source: Northwestern Mutual)

= So, as you are having a child, here are 8 wealth management bases for you to cover:

Essential
Paperwork

Beneficiaries

Insurance

College
Savings

File for key documents, including a birth certificate and
Social Security number for your newborn

Update your beneficiary designations in key accounts (e.g.,
insurance, retirement, investments)

This allows these assets to quickly reach their intended
recipients when needed

Make sure to enroll your child in your healthcare plan (often,
you need to do so within 30 days of birth)

Refine or consider starting Life and Disability Insurance

Higher education may play an important role in your child’s
future, and already the costs are rising fast

As soon as possible, start saving and investing, leveraging
one or several -tax-advantaged programs available to you

Retirement
Savings

Trust &
Estate

HSA / FSA

Do not forget about yourself -- continue to plan and invest
for your own retirement, maximizing all tax-advantaged and
employer-assisted opportunities available to you

Create or refine your Will, and name a legal guardian for
your child(ren)

Establish Healthcare and Financial Powers of Attorney
Explore potential Trust & Estate wealth protection and
transfer strategies

Work with your tax advisor to maximize potential
child-related tax breaks that may be available to you

Maximize potentially “triple tax advantaged” contributions
to HSAs (Health Spending Accounts), when available

Fully fund and leverage potentially available DCFSAs
(Dependent Care Flexible Savings Accounts) 1
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() What paperwork to secure? What insurance to consider?

Essential
Paperwork = Every person born in the US needs a birth certificate

" Health Insurance:

and a Social Security number
I urynd = Make sure to add your child to your healthcare plan; oftentimes you have 30 days

® Both can be easily applied for at birth in the hospital, to do so

by completing a birth registration form and working

= Should you miss that special enrollment window, you may have to wait until the
with the hospital to secure a birth certificate and a Y P Y Y

. . next open enroliment season
Social Security number P
L . . ) = Now that your family has grown, make sure to reflect on the optimal deductible
* In case of deliveries outside the hospital, you can file

. amount, coinsurance, and max out-of-pocket levels
for these forms through your local county public

health department
" Life Insurance:

= First, revisit or consider starting life insurance for both parents, regardless of

whether they work outside the home. This ensures that their income or
contributions to the household can be replaced in the event of an untimely death.

? . Why a nd hOW tou pdate my Explore both term- and whole-life insurance options
ElereiEaicE beneﬁCia ry desig nations? = Secondly, consider taking out a policy on your newborn, which may lock in lower

premiums well into the future and guard against potential future health issues that

* Make sure to update your beneficiary designations in )

) i may make them uninsurable
all relevant accounts (e.g., insurance, retirement and
. ® Learn more at
investment accounts)
https://www.forbes.com/advisor/life-insurance/life-insurance-calculator/ or

= This allows these assets to speedily flow to the : L L
P y https://www.bankrate.com/insurance/life-insurance/life-insurance-calculator/

intended recipients, without a potentially lengthy

robate process when you pass L
P P youp ® Disability Insurance:
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https://www.forbes.com/advisor/life-insurance/life-insurance-calculator/
https://www.bankrate.com/insurance/life-insurance/life-insurance-calculator/
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College

What can college cost?

Savings

= For the 2024-25 academic year, the average annual cost for

tuition, fees, room and board was ~$25,000 for in-state public
and ~$58,600 for private colleges (The College Board, 2024)

B = Private
B = Public

$453,58
$41141 5
5

= Assuming 5% annual College cost inflation, the 4-year cost differs
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What are key college financing options to consider?

529, UTMA/UGMA and Coverdell Accounts — Contribute and save in tax-advantaged funding
sources; learn more at https://www.savingforcollege.com/compare savings options/

" To note, SECURE2.0 now allows for up to $35,000 in unused 529 funds to be converted into Roth IRA accounts under certain
circumstances

Pay-As-You-Go — Some families can simply cover college costs out of the annual budget as they go
along

Prepaid Tuition Plans — Some states and private colleges offer pre-payment options; learn more at
https://www.savingforcollege.com/article/prepaid-tuition-plans and
www.collegewell.com/private-college-529-plan/

Student Loans — Often a measure of last resort; total US student debt has exceeded $1.7T, with
average balances around $40,000 per borrower (Federal Reserve, US Dept. of Education); learn more
at https://www.savingforcollege.com/student-loans

Financial Aid / Grants & Scholarships — Besides colleges, the federal government, states, and
non-profit organizations provide numerous forms of grants and scholarships that generally do not
have to be repaid. Note, grants are typically need-based, while scholarships are typically merit-based;
learn more at
https://www.bankrate.com/loans/student-loans/quide-to-college-scholarships-and-grants/

Retirement Savingg

tax-advantaged retirement savings accounts

andhttps://www.usnews.com/education/best-colleges/paying-for-college/articles/an-ultimate-guide-t

n Why consider Retirement Savings‘row?-clcslnndalad

= Continue to take care of your personal retirement savings, so that you do not become a burden to your kids later in life

= Continue to or start taking advantage of any employer-matching 401(k) programs, which are “free money,” and continue to maximize your contributions to
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https://www.savingforcollege.com/compare_savings_options/
https://www.savingforcollege.com/article/prepaid-tuition-plans
http://www.collegewell.com/private-college-529-plan/
https://www.savingforcollege.com/student-loans
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Cep. What Trust & Estate documents to Gm  Why contribute to HSAs and

= complete or refine? e DCFSAs?

® The birth of a child is an excellent occasion to either establish or update several key documents,

" HSA - Health Savings Account

ideally notarized, including: = If you utilize a High Deductible Health Plan

= Wills & Guardianships: Provide a plan for the division of your assets, and designate a legal (HDHP), consider opening and fully funding an

guardian to take care of your child(ren) should you pass prematurely; a properly-executed Will HSA (up to $8,550 per family per year for 2025)

can help avoid your estate going through lengthy probate in the legal system . .
pavordyou gong “9 gty p ! gal sy ® |deally, invest your pre-tax contributions, and let

= Advance Directive for Healthcare: Consists of two crucial documents: a “Living Will” that them compound tax-free for as long as you can

specifies your wishes for end-of-life care, and a Healthcare Power of Attorney that appoints

taking them out tax-free for qualifying healthcare
someone to make healthcare decisions should you not be able to do so

expenses

® Durable Financial Power of Attorney (DFPA): Appoint an agent to manage your finances for you = Learn more in IRS Publication 969 -

should you ever become unable to do so yourself https://www.irs.gov/forms-pubs/about-publication

® Trust & Estate Plan: Explore potential wealth protection and transfer opportunities with your -969

financial prn\cnccinnal and |ng:a| advisor

Any tax oppo rtun Itles? = DCFSA - Dependent Care Flexible Spending Account

" Be sure your tax preparer is aware that you have a new child, as this may affect the number of " Often provided through the workplace, let’ you

dependents you can claim on your income tax return, the Child Tax Credit for which you may be set aside up to $5,000 per year tax-free for

eligible, and the Earned Income Tax Credit limitation that apply to you qualified childcare expenses

= Up to $5,000 from a 401(k) or IRA may be withdrawn from a 401(k) or IRA to meet expenses within " Learn more in IRS Publication 503 —

https://www.irs.gov/forms-pubs/about-publication

. . . -503
penalty that usually applies to early withdrawals from retirement accounts. You can repay these 4

1 year of your child’s birth. You will have to pay income tax on the withdrawal, but not the 10%

funds at a later date


https://www.irs.gov/forms-pubs/about-publication-969
https://www.irs.gov/forms-pubs/about-publication-969
https://www.irs.gov/forms-pubs/about-publication-503
https://www.irs.gov/forms-pubs/about-publication-503
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. : babys-social-security-number/
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