Kaynelnsights

\ Sﬁber 2024

Preparing Financially for a New
Baby: A Guide for Expecting
Parents and Grandparents

Welcoming a new baby into the family is an exciting and joyous occasion, but it
also brings new financial responsibilities. According to recent estimates, a middle-
income married couple with two children can expect to pay roughly $306,924 to
raise a child born in 2023'". This staggering figure underscores the importance of
A new baby

thorough financial planning. Whether you're expecting your first child or adding
another member to your growing family, it’s essential to plan ahead. Here are some

brings joy as well

practical tips to help you prepare financially for your new arrival:

as new financial

Thinking Ahead for Your
Baby’s Future—

responsibilities,

so planning ahead For Expecting Parents

is essential. e Budgeting for Baby: Assess your
current finances by reviewing your
income, expenses, and savings.
Identify areas where you can cut
back to allocate more funds for
baby-related expenses. List all
potential expenses, from hospital

bills to daily essentials like diapers

and formula and set aside funds

for initial costs.

"How much does it cost to raise a child in 2024? Things for prospective parents to consider. Creditkarma, June 27, 2024.
https://www.creditkarma.com/cash-flow/i/how-much-does-it-cost-to-raise-a-child#:~:text=According%20t0%20a%20
U.S.%20Department,and%20excludes%20any%20college%20costs
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¢ Build and Reinforce Your Emergency Fund: Create a safety net by ensuring that you have 3-6 months worth
of living expenses saved. This can help you prepare for the unexpected such as medical emergencies or income

changes.

¢ Review Your Health Insurance: Make sure your plan includes prenatal, delivery, and pediatric care. Remember to

add your newborn to your insurance plan within the required timeframe.

» Long-Term Financial Planning: Consider opening a 529 plan early to take advantage of compounding growth.
Ideally contribute monthly. Ensure you have adequate coverage to protect your family and update your will to

include your new child in your estate planning. Contribute to available HSA as family plan limits are higher.

¢ Take Advantage of Tax Benefits: There are various tax credits available for childcare. Speak with your accountant

to ensure you are taking full advantage of these.

¢ Investment Strategy: Consider setting up a custodial account to start investing on your child’s behalf.

Invest in their Tomorrow Today—
For Grandparents:

e  Contribute to Education Funds: Consider making significant
contributions to a 529 plan or other education savings accounts.
This can help cover future educational expenses, from private
schooling to college tuition. Additionally, you can pay directly
to the university and not trigger gift taxes if beyond annual

exemption.

e  Gift Strategically: Instead of traditional gifts, think about gifting
assets that appreciate over time, such as stocks or bonds. These
can be managed through custodial accounts until your grandchild

is of age.
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¢ Provide Financial Guidance: Share your financial wisdom and experiences to help your children understand the

importance of financial planning and investing for their child’s future.

e Support Charitable Giving: Encourage and support charitable giving in your grandchild’s name. Not only can
this instill values of generosity and social responsibility from a young age, but it can also provide significant tax
benefits. By working with your KAR advisor, you can strategically plan your charitable contributions to maximize

tax deductions, potentially reducing your taxable income.

e Leverage Your Advisor: Work with your KAR advisor to set up trust funds or other financial instruments that can

provide long-term benefits for your grandchild.

Bringing in a new baby into the family is an incredibly exciting time filled with joy and anticipation. Every family is
unique and it’s important to make financial decisions that best suit your individual circumstances and goals. Working
with a wealth advisor can be immensely helpful in this journey. Our team is here to provide personalized guidance and
support, helping you created tailored financial plans that balance your immediate needs with long-term goals.

Contact us to get started.

Kayne Anderson Rudnick is an investment firm specializing in high-quality investment

and wealth management strategies. The firm has over a 30-year history serving a diverse
client base that includes high-net-worth individuals, corporations, endowments, foundations,
public entities, taft-hartley clients, and mutual funds. Kayne Anderson Rudnick is known

for its commitment to high-quality investment strategies and business practices. For more

information, please visit www.kayne.com.

This information is being provided by Kayne Anderson Rudnick Investment Management, LLC (“KAR”) for illustrative purposes only. Information in this document is not
intended by KAR to be interpreted as investment advice, a recommendation or solicitation to purchase securities, or a recommendation of a particular course of action and
has not been updated since the date listed on the report, and KAR does not undertake to update the information presented. This article provides links to other websites or
resources. KAR has no control over such sites and resources, is not responsible for their availability, and does not endorse and is not responsible or liable for any content,
advertising, products, or other materials on or available from them. KAR shall not be responsible or liable, directly or indirectly, for any damage or loss caused or alleged

to be caused by or in connection with use of such sites or resources. Your use of such sites or resources shall be subject to the terms and conditions set forth by them.
KAR does not provide tax advice and nothing herein should be construed as tax advice, and information presented here may not be true or applicable for all income tax
situations. All investors should consult their tax professional about the specifics of their own tax situation to determine any proper course of action for them. Tax laws can
and frequently do change, and KAR does not undertake to update any information presented herein should any changes occur.
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