Why appreciating-asset gifts matter

Traditional financial gifts often support short-term spending. Asset-focused gifts, by contrast,
compound over time. A gift that helps a child acquire an appreciating asset can produce decades
of financial benefit, often far exceeding the original gift.

Type of Gift Typical Outcome

Cash for discretionary spending Temporary benefit

Education funding (529 plans) Higher lifetime income

Child investment accounts Long-term compounding from an early age

Home purchase assistance Equity and wealth accumulation

Marriage or household support Dual income and shared assets
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The tools for purposeful gift giving

Tax-advantaged ways to fund gifts

529 Education Savings Plans

A popular way to structure education gifts is through a 529 plan,
which allows money to grow tax-free when used for qualified
education expenses such as:

College tuition

Books and supplies

Student housing

Certain K-12 tuition expenses

Some vocational or trade programs
Parents, grandparents, and relatives can contribute, and the funds
can compound tax-free for many years. In 2026, individuals can
typically contribute up to the annual gift-tax exclusion amount
(519,000 per person) without triggering gift tax rules, with special
provisions allowing five-year “superfunding” contributions.
Because the funds must generally be used for education, 529
plans help ensure that financial gifts are directed toward human
capital development rather than short-term spending.

Child Investment “Trump” Accounts

A government-supported investment account for children,
sometimes referred to as a “Trump account,” (officially a 530A
account) is a tax-advantaged, custodial-style IRA established
under the "One Big Beautiful Bill Act" of 2025 to jumpstart long-
term savings for American children. Any child who is a U.S.
citizen or resident under the age of 18 with a valid Social
Security number is eligible, though a special "pilot program"
provides a one-time $1,000 government seed contribution
specifically for children born between January 1, 2025, and
December 31, 2028.

If implemented broadly, accounts like these could give children a
long investment runway of 18-25 years, allowing compounding
to significantly increase the value of early contributions.

For example, $5,000 invested at birth growing at 7% annually
would reach about $19,000 by age 20, demonstrating how early
investments can multiply over time.
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https://www.investopedia.com/terms/1/529plan.asp
https://www.savingforcollege.com/article/10-rules-for-superfunding-a-529-plan
https://www.kiplinger.com/taxes/how-to-open-your-kids-trump-account
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