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About Grove  
The Certified Financial Planners™ at Grove take time to get to know you and your goals. Then they work with you 1:1 to create a 
strategy for your money to help you achieve them. Our planners are fiduciaries, and your monthly membership pays their salary 

— not commissions from selling you mutual funds or expensive insurance policies. In addition to offering comprehensive 

financial advice, including an option to manage your investments, our advisors are optimized by technology to deliver you a 
beautiful, paper-free plan through the Grove app and website. As you complete your plan’s action items, you can check-in with 

your advisor anytime you have questions, or when life happens and you need to make adjustments.  
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Introduction
Imagine suddenly receiving a bill for over $1,000. Now imagine learning this bill would arrive every month, like clockwork, for 17 

years. 

If you’re having a baby, this is your new reality. The average cost of raising a child through to adulthood is $1,145 per month. Toss 

in your regular household needs, your personal spending, as well as any additional children you may have, and your routine 

expenses quickly add up.  

Starting your own family is an exciting and emotional time. It’s also expensive. And as much as you love your children, you have an 

identity outside of parenthood which brings its own dreams and ambitions. Odds are, those dreams and ambitions cost money.  

Likewise, children force you to pay attention to previously neglected financial goals. Saving for retirement suddenly becomes 

urgent. If you want to continue contributing - or start contributing - you’ll need to figure out where to find the money given your 

new expenses. Moreover, no parent wants to be a financial burden to their children, especially when they’re starting their own 

families. A solid retirement plan is the greatest financial gift a parent can give their kids.  

But for most parents, this may be easier said than done.  

Millennials are so far behind with retirement savings that analysts predict they’ll work well into their seventies. And if new or 

expecting parents have contributed nothing thus far, they’ll need to contribute larger sums to catch up and get back on track. 

Currently, only 31% of people ages 22 to 35 report having any retirement savings. With fewer employers offering defined benefit 

pension plans, it’s up to employees to make voluntary contributions.  

Does this mean expecting parents are too far behind to succeed? 

Absolutely not, so long as they embrace financial planning. 

A financial plan empowers you to think in terms of opportunities, rather than limitations. While exciting, babies can feel like 

budgetary constraints for expecting parents, seemingly limiting a parent’s ability to start a new business, travel the world, or take a 

sabbatical.  

But this is far from the truth. 

https://www.cnbc.com/2018/12/12/millennials-are-already-behind-in-their-savings-for-retirement.html
https://www.usatoday.com/story/money/personalfinance/retirement/2018/10/14/millennials-retirement-saving-priority/38097397/
https://www.cnbc.com/2018/12/12/millennials-are-already-behind-in-their-savings-for-retirement.html
https://www.usatoday.com/story/money/personalfinance/retirement/2018/10/14/millennials-retirement-saving-priority/38097397/


 
Housing Debt General spending Discretionary 

spending

Rent or mortgage 
payment

Student Loans, car 
payments, credit card 
debt

Needs with variable 
costs, such as groceries or 
your phone bill

Wants that are both fixed 
(e.g. a streaming service 
subscription) and 
variable (e.g. restaurants)
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By setting goals and priorities, understanding their finances, and creating a realistic plan, parents can provide for their children, 

secure their personal future, and also pursue the activities that make life worth living. Contrary to what you may have heard, a 

financial plan is a tool for creating opportunities, not restrictions. In How to Secure Your Family’s Future: The Expecting Parent’s 

Guide to Financial Planning, we provide an overview of what you need to know to make the right financial moves before your 

new baby arrives. 

Taking Stock 

Before you map out your financial future, think about where you stand and where you want to go.  
 

Track Your Spending 
 
Assess your money earned vs. money spent with a notebook, a spreadsheet, or an app. It doesn’t matter what you use so long as 

you’re radically honest. As a quick shortcut, review your debit and credit card statements from the past few months.  

 
Skipping this initial step leads to a common pitfall: building your budget cold. If you go this route, it's easy to get carried away and 

commit to drastic cuts. Ambitious goals are great and we certainly encourage them, but set yourself up for success by being honest 

and realistic about your current lifestyle. Financial planning is about enjoying the present while planning for the future, not 

eliminating current pleasures altogether.  

Categorize Your Expenses  
 
Once you have gathered information on your spending history, categorize your expenses. Don’t overwhelm yourself! Rather than 

taking a granular approach (e.g. entertainment, food) divide your expenses into four categories: 



Assets Debt

Property 

Savings 
Vehicles 

401(k)  
IRA 

Brokerage account

Mortgage 

Personal loans 
Student loans  

Credit card debt 
Lines of credit 

Auto loans

How much are each of these assets worth? What's the current balance and interest rate? 
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Create a Balance Sheet 
 
Gaining visibility into your income, assets, and debt obligations can help you calculate your net worth. Consider the following in 

each category:  

Setting Goals 

Having a child doesn’t mean you have to sacrifice your personal dreams and ambitions. While there are certainly short-term 

adjustments, a financial plan empowers individuals to maintain their existing lifestyle (e.g. annual vacations) or pursue certain 

dreams (e.g. starting a business) while also providing for their family.  

Make a List of Wants and Needs 
 
Forget financial limitations and responsibilities for a moment and ask yourself: 

What do I want? What dreams or aspects of my lifestyle do I not want to give up by starting a family?  

Is it: 

• To go on vacation every year? 

• To take a sabbatical? 

• To start your own company in the next five years? 

• To start a non-profit organization?
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Now ask yourself what you need. This may include: 

• X amount of money each month for my mortgage 

• X amount of money for a down payment on a larger house 

• X amount of money for baby formula, diapers  

Account for the personal goals of yourself and your partner as well as family goals when conducting this exercise. Your partner 

may dream of spending a year in France while the thought of living outside the U.S. never occurred to you. Financial planning is 

most effective when it’s used as a tool for creating possibilities. This requires accounting for everyone’s dreams.  

And remember: Be sensible about what you really need. Having your first baby is an exciting event, and new parents tend to get 

carried away with buying the trendiest childcare gadgets. Everyone wants the best for their child, but your child doesn’t necessarily 

need an expensive crib or high-end baby clothes they’ll quickly outgrow. 
 

Convert Your Wants and Needs Into Goals 
 
A goal without a plan is just a wish, so it’s important to set specific objectives.  

 
Use the S.M.A.R.T. goal setting methodology to accomplish this. Rewrite your wants and needs so that they are: 

• Smart 

• Measurable 

• Attainable  

• Relevant 

• Time-bound
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If you don’t know what a realistic time frame or metric is, don’t sweat it. Simply structuring your goals in the correct manner, with 

a blank space or placeholder if needed, puts you in the right frame of mind. And if you engage a financial planning professional, 

which we highly recommend, you can hit the ground running. It’s easier to build a plan when you know what you want. Your goals 

might sound like the following: 

• I want to take a vacation every year. I need $10,000 set aside annually for this to be possible. In order to do this, I will allocate 

X amount of dollars every pay day.  

• In 5 years, I want to own a home. I need a $75,000 down payment for my mortgage to be affordable. In order to do this, I will 

set aside X amount of dollars every month and hold it in cash equivalents. 

• I want to pay 100% of my child’s college education, and I expect this to cost X dollars. In order to do this, I will set aside X 

amount of dollars every month in order to max out my 529 contribution limit. I will invest the money in Y and Z with a portfolio 

allocation of... 

Your financial planner can help with things like your timeline or your portfolio allocation. This exercise is meant to help you with 

something your financial planner can’t: Setting your priorities. 

Building a Budget 

It costs $233,610 to raise a child in the United States. The delivery and hospital stay alone can cost $12,000 while childcare alone 

may cost upwards of $2,000 a month, particularly in pricier metropolitan areas. 

If you’ve never used a budget, now’s the time to build one. If you do use one, prepare for yearly adjustments to your budget. We 

suggest using tools like Mint or You Need a Budget (YNAB), user-friendly services that eliminate the pain of budgeting. 

Alternatively, a spreadsheet or dependable pen and paper work fine. 

https://www.thestreet.com/personal-finance/cost-to-raise-child-14814957
https://www.thestreet.com/personal-finance/cost-to-raise-child-14814957


New Expenses 
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Year 1 Year 2-4 Years 4+

Delivery / hospital stay 

Crib (mattress, sheets)  

Car seat 

Stroller  

Infant bathtub 

Clothing 

Diapers and wipes 

Vaccinations and check-ups 

Childcare 
Toys 

Check ups 
Childcare 

Diapers 

Pre-school  

Swim lessons 

Toys 

School fees  

Lessons  

Camps 

Check ups  

Glasses / contacts 

Braces 

School supplies 

If you’ve built a budget before, plug these new baby-related expenses into your existing tool. If you haven’t 

built a budget before, plug these items into the categories we discussed earlier:  

• Housing  

• Debt 

• General Spending 

• Discretionary Spending 

Once you’ve done this, you’ll have your projected expenses for at least the first year. You now have enough to 

start building your budget.  

The simplest rule is the 50/30/20 rule. As a starting point, allocate your after-tax income accordingly: 

• 50% towards needs (minimum payments on debt included) 

• 30% towards wants 

• 20% towards saving (additional payments towards debt repayment included)
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If your current or projected post-baby spending falls outside of these parameters, make some adjustments. If you’re spending less 

on needs or wants, put the extra money towards savings or debt repayments. Having another child may fit into your savings goals. 

For instance, if you plan on having another baby in two years, and you want to be well-prepared for the $12,000 first year 

expenses, we’d recommend putting $500 a month in a high-yield savings account to help you meet this short-term goal.  

Easy, pain-free ways to save a few dollars include: 

• Cancelling subscriptions you no longer use 

• Purchasing a more cost-effective phone plan 

• Cutting cable in favor of streaming services 

• Reducing the money spent on pre-packaged grocery items (e.g. fruit, frozen meals) 

Schedule When You Will Revisit Your Budget 
  
A budget is a living document, so make it a habit to check whether your spending aligns with your budget. This can be a weekly or 

monthly exercise — the important thing is to do it regularly, so you can adjust to the changes that will inevitably arise. 

Aside from regular check-ins, schedule time to review your overall budget once you hit specific milestones. For instance, after year 

1 you may no longer need money for formula, but new expenses will crop up and call for a budget restructuring. For example, 

you’ll have to consider how things like preschool or childcare fit into your spending plan.  

Fiercely Guard Your 20% Savings Allocation 

Treat your 20% savings / debt repayment allocation like a bill. You have to pay it and once you pay it that money’s gone.  

There’ll be days when you’re itching to dip into that pool. It’ll be easier to resist if you forget it exists at all. Similarly, you’ll be 

tempted to lower your savings allocation from month to month so you’ll have more spending money. Fight this urge, especially as 

an expecting parent.
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 Before, this 20% was split among a few future plans like retirement, home ownership, or a vacation. Now, it has to extend to 

additional accounts like a 529, an HSA, or an FSA. 

Creating a Savings Plan 

A disciplined, automated savings plan is the best approach to funding your future. But before you can automate anything, you need 

to know where these automatic payments will go. We’ll dive into the difference between retirement accounts and the specifics of 

HSAs, FSAs, and 529s later in this guide. For now, consider your time frame for different goals in order to build a useful plan.  

• Short-term goals (Under 5 years): Goals like buying a home or starting a business. You will want to consider holding 

these funds in highly liquid cash equivalents to avoid fluctuations in the market. A larger portion of your monthly savings 

contributions go towards these goals.  

• Long-term goals (Over 5 years): Goals like retirement or college funding. These savings can withstand fluctuations in 

the market and benefit from compound interest. As a result, you will want to consider holding these funds in a 

combination of stocks and fixed income assets. A lower portion of your monthly savings contributions go towards these 

goals.  

Where does debt fit into all of this? Typically, we split debt into “low interest rate” and “high interest rate” debt. If the interest rate 

on a loan is less than 6% per year, you can continue to carry the debt and focus on building savings. Higher than 6% and we 

generally recommend prioritizing debt repayment (without depleting your savings) since paying off such debt effectively may, on 

average, yield a larger benefit than investing in the market. That said, everything ultimately depends on your goals. A financial 

planner can help you balance pursuing those goals with managing your debt obligations.  

Prepare for the Unexpected with an Emergency Fund 

Most Americans don’t have $1,000 in cash for an emergency. Instead, people turn to credit cards and wrack up interest for a car 

repair or a plumbing issue. Even people in higher income brackets have 

this issue due to lifestyle inflation which causes them to spend beyond their means, purchasing wants on credit, then struggling to 

find sufficient cash when an emergency arises. 

https://www.forbes.com/sites/camilomaldonado/2018/08/23/slippery-slope-lifestyle-creep/#2f91a5494576
https://www.forbes.com/sites/camilomaldonado/2018/08/23/slippery-slope-lifestyle-creep/#2f91a5494576
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For most families, your emergency fund should cover 6 months worth of expenses. It’s essential that everyone has an emergency 

fund, particularly new parents. In this way, when a pipe bursts, you lose your job, or a family member has a medical emergency, 

you can cover the costs without sinking into debt.  

Remember, a proper emergency fund is not meant for the following: 

• Shopping 

• Vacations 

• Gifts 

• Loan repayment 

• Starting a business 

 

Just because repaying loans is a responsible endeavor, doesn’t mean it’s appropriate use of your emergency fund. And when you do 

have to dip into your emergency fund, it’s important to start rebuilding it as soon as you can.  

Assessing Your Health Coverage 
Forget diapers and formula. Healthcare is your family’s real cost center, especially if you don’t plan effectively.  

An expecting mother’s insurance covers prenatal healthcare, but it doesn’t automatically add a newborn as a dependent to her plan.  

The good news is that having or adopting a baby is a qualifying life event. This means parents can update their insurance to 

include a dependent outside of the normal open enrollment period, but it must happen within 30 days of birth.  

Parents who pass the 30 day mark can wind up paying for their newborn baby’s expenses out of pocket, including:

https://children.costhelper.com/well-baby-doctor-visit.html
https://children.costhelper.com/well-baby-doctor-visit.html
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• Well baby visits / check ups: $668 total for the recommended 7 visits in the first year 

• Immunizations: $620 

These are for the most basic services. Doctor’s visits for a fever, a cold, or a parent’s peace of mind will likely happen, and they add 

up. 

Coordinating Your Benefits 

If both you and your spouse list your newborn as a dependent, whose insurance pays? 

Insurance companies don’t want to reimburse you for more than 100% of a procedure, so they apply an informal rule called the 

“birthday rule” to establish a primary plan and a secondary plan. The parent with the earlier birthday in the calendar year holds 

the child’s primary plan. The parent with the birthday later in the calendar year holds the child’s secondary plan. It doesn’t matter 

which parent is older. What matters is the month of birth.  

Plan A covers the expense first. Plan B will cover whatever Plan B didn’t, so long as it is included in the plan. If it isn’t, only Plan A 

provides reimbursement. 

To keep things simple, we recommend maintaining a single health insurance plan for your family, if possible. Otherwise, just 

include your child on the best plan and remove them as a dependent from the other parent’s plan.  

Ensuring Your Desired Pediatrician Falls Within Your Provider Network 

If you’ve got your heart set on a specific pediatrician, double check whether he or she falls within your insurance policy's provider 

network. If they don’t, you may need to research other options or change your health insurance provider. This may not be an 

option if you have a group plan through your employer. Health maintenance organization (HMO) plans don’t cover out-of-

network medical care, but these plans cost less. Preferred provider organization (PPO) plans allow you to visit out-of-network 

physicians if your primary physician deems them more appropriate for your medical care, but these plans typically have higher 

costs. 

https://www.insure.com/health-insurance/birthday-rule.html
https://www.insure.com/health-insurance/birthday-rule.html
https://health.howstuffworks.com/health-insurance/provider-network1.htm
https://www.insure.com/health-insurance/birthday-rule.html
https://www.insure.com/health-insurance/birthday-rule.html
https://health.howstuffworks.com/health-insurance/provider-network1.htm


2019 Contribution maximum (single) $3,500

2019 Contribution maximum (family) $7,000
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Managing Healthcare and Childcare Costs 

Healthcare is still expensive even if you have insurance. High deductibles, pricey co-pays, specialized therapies, breast pumps, and 

medication are all expenses that eat into your healthcare budget.  

The Health Savings Account (HSA) is a tax-advantaged savings account that helps cover these costs, although it’s only available to 

individuals with high deductible health plans (HDHP). An HSA has the following features: 

• Can contribute pre-tax dollars through payroll deductions 

◦ This means your contributions are not subject to federal income tax.  

• Employers can contribute to employee HSAs 

• Contributions are fully tax-deductible, up to the annual contribution limit 

• Interest and earnings are tax free when withdrawals are used for qualified medical expenses 

• Unused funds roll over each year 

• Portable (the account remains with you even if you change plans or employers) 

• Often includes a debit card for easy payment of qualifying medical expenses 

The money in your HSA can be invested, enabling you to increase your balance over time. That said, some providers either limit or 

restrict investments. As a result, it may be worth shopping around for a provider that makes investing easier. Just be mindful to 

stay within the annual contribution limits which vary based on age and family status.  

Money withdrawn from an HSA for qualifying medical expenses can be used for a spouse and dependents, even if they are not 

currently covered by a high deductible health plan (HDHP).  

https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/2019-hsa-contribution-limits-rise-irs-says.aspx
https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/2019-hsa-contribution-limits-rise-irs-says.aspx


 

 

 

2019 Contribution maximum (single) $2,700

2019 Contribution maximum (single) $2,500

2019 Contribution maximum (family) $5,000
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Using an HSA as Part of Your Retirement Savings Strategy 

If you max out your retirement savings contribution limits and your health costs are relatively low, using your HSA as an 

investment tool is one way to maximize your retirement savings.  

Health Flexible Spending Accounts (FSA) 

If you don’t qualify for an HSA, a health FSA is an option with its own separate contribution limit.  A health flexible spending 

account is a special savings account to help cover out-of-pocket medical expenses. Employers can also make contributions to an 

FSA, much like an HSA.  

FSAs have fewer advantages than an HSA. For instance, funds in an FSA don’t carry over from year to year, although there can be 

some flexibility depending on the employer.  

Dependent Care Flexible Spending Accounts (DCFSA) 

A dependent care flexible spending account (DCFSA) is much like a healthcare FSA, except it is specifically for childcare or adult 

care costs for a spouse or relative. 

You can have both a health care FSA and a DCFSA. The contribution limits to your dependent care FSA ultimately depend on how 

you file your taxes:  

• Single 

• Married, filing separately 

• Married, filing jointly 

DCFSAs are applicable for children under 13, and their funds can be used for qualifying expenses like before and after school care, 

babysitting or nanny expenses, daycare costs, nursery school or preschool tuition, and summer day camp. 

https://www.prnewswire.com/news-releases/2019-fsa-and-hsa-limits-300751632.html
https://www.prnewswire.com/news-releases/2019-fsa-and-hsa-limits-300751632.html
https://www.prnewswire.com/news-releases/2019-fsa-and-hsa-limits-300751632.html
https://www.prnewswire.com/news-releases/2019-fsa-and-hsa-limits-300751632.html


 $6,000 annual contribution Starting at 45 $245,973

 Rate of return: 7% 
 Retiring age: 65

Starting at 35 $566,765

Starting at 25 $1,197,811
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Planning for Retirement 

Sacrificing retirement savings won’t do you or your children any favors. Failing to save for retirement increases the likelihood of 

your children paying for your healthcare and living expenses right when they’re starting their own families.   

Think of it this way: Planning for retirement is one of the best gifts you can give your children. 

Get Started  

The first step is just to start. Compound interest is a wonderful thing. The longer your time horizon, the more effective small 

contributions are. If you wait until your income is higher or you have less expenses, you’ll be playing an irritating game of catch 

up. Consider the following breakdown from Forbes: 

       

Portfolio Balance at Retirement  

Time is your best friend. Take advantage of it while you can.      

Retirement Account Options 

There are several retirement account options available. Some are restricted to specific individuals, but all of them come with 

benefits to help you maximize your retirement savings.  

https://www.forbes.com/sites/ericbrotman/2019/02/12/why-retirement-planning-should-start-in-your-20s/#4e49f31e301c
https://www.forbes.com/sites/ericbrotman/2019/02/12/why-retirement-planning-should-start-in-your-20s/#4e49f31e301c
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 Type of plan  Key attributes

 
Taxable brokerage 
account 

• A regular, non-retirement investment account with  
no tax advantages 

• Can be established and funded by any adult 
• Dividends and income are subject to ordinary income tax 
• Capital gains are due whenever an appreciated asset is sold

 
Employer-sponsored       
defined benefit plan  

(traditional pensions) 

• Employer guaranteed monthly or annual income after retirement 
• Participant benefits are based on a formula, which may include  

factors such as age, years of service, or salary  
• Employees may be required to make contributions  

(e.g. % of paycheck), but benefits are based on the plan formula  
and not employee contributions 

• Increasingly rare, especially among private employers 

 
Employer-sponsored 
defined contribution plan  

(401k, 403b, etc.)  

• Employees may contribute up to the annual contribution limit  
via payroll deduction ($19,000 for a 401k/403b in 2019) 

• Allow for current-year tax deductions, except Roth plans,  
in which there are no current-year deductions  
(but withdrawals are not taxed) 

• Employer may make contributions to employee accounts, and/or may 
match employee contributions 

• Employees can invest their assets in the plan, which grow tax-deferred until 
they are withdrawn 

• Withdrawals made before retirement age incur tax penalties  
(some exceptions apply) 

• Taxed as regular income when withdrawn at retirement 

 
Individual retirement 
account 

(IRA, Roth IRA, etc.) 

• An IRA can be established and funded by anyone with earned income (no 
employer sponsorship necessary) 

• Traditional IRA: Contributions are tax-deductible, grow  
tax-deferred,  
and are taxed as regular income when withdrawn at retirement 

• Roth IRA: Contributions are made with after-tax dollars,  
grow tax-free, and are not taxed upon withdrawal 

• Withdrawals made before retirement age can incur tax penalties  
(some exceptions apply) 

• Lower annual contribution limits than employer-sponsored defined 
contribution plans ($6,000 per individual in 2019) 
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Take Advantage of Free Money Through Your Employer 

Many employers offer contribution matching programs. If you are already diligently saving for retirement and you learn about a 

matching program, contribute the minimum amount needed to receive the maximum matching amount from your employer.  It’s 

free money after all. 

Furthermore, consider setting up automatic contributions from your paycheck. You probably won’t notice the deducted amount, 

and you’ll be surprised by how much it grows within a matter of months.  

Be Mindful of Contribution Limits 

If you have various retirement accounts with different financial institutions, keep in mind that contributions to one account may 

affect your contribution limit to another account. Similarly, while you can open the same type of account with different financial 

institutions (e.g. an IRA), the contribution limit applies to the sum of your contribution to all of those accounts, not to each 

account individually.  

Evaluating Life Insurance Policies 
A discussion about life insurance is unavoidable when you’re starting a family.  

For most people, the first question is: Do I even need life insurance? 

Well, consider your projected income over the next 18 years (or more if you wish to provide for your spouse). If you’ve got enough 

money saved up to cover that income, then maybe you don’t.  

But let’s say you haven’t saved this money. In that case, you should probably take out a life insurance policy.  

And this isn’t just limited to a working parent. Stay-at-home moms or dads should also have a life insurance policy. In addition to 

the emotional trauma, there are financial costs associated with losing a stay-at-home parent including childcare, cooking, cleaning, 

and transportation. A stay-at-home parent performs duties that cost approximately $118,905 per year.  

https://www.thebalance.com/stay-at-home-moms-life-insurance-3129228
https://www.thebalance.com/stay-at-home-moms-life-insurance-3129228
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How Much Life Insurance Do I Need? 

When you’re determining how much health insurance you need, consider the following: 

I. Any income (through retirement) that you’d like to replace 

II. Any significant debts, expenses, or taxes that may need satisfied 

III. The size of the lump sum distribution that is needed 

What Type of Life Insurance Should You Choose? 

There are different types of life insurance plans available on the market, but they fall into the following categories:  

• Individual vs. Group:  

An individual plan is one you acquire on your own while a group plan is acquired through an employer. An employee may 

choose an individual plan over a group plan if their employer’s coverage is not adequate. 

• Term vs. Permanent:  

A term life insurance policy has a fixed term and expiry date. A permanent life insurance policy does not have an expiry 

date. It is typically more expensive than a term life insurance policy, but it can be used as an investment vehicle. It builds 

cash value which can be collected if the plan is cancelled. 

◦ Permanent Insurance — Whole vs. Universal:  

Whole life insurance has fixed premiums while universal life insurance (also known as adjustable life insurance) 

offers flexibility regarding your premiums as well as the option to increase and decrease your plan’s value under 

specific conditions. 

The specific plan you choose depends on your situation. If you want to limit your costs, and you’re primarily concerned with 

covering your dependents’ expenses in childhood and early adulthood, a term policy may be enough. If you want to guarantee a 

payout for your spouse and children and you can afford higher premiums, then a permanent policy may be appropriate. In many 

circumstances, a term policy is a better choice: it provides protection to your family while avoiding the higher costs and fees 

associated with a permanent policy. 
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Disability Insurance 

An accident or illness can plunge a family into debt. In addition to the injured individual's lost income, the family must now cover 

medical and rehabilitation costs on top of day-to-day expenses. To mitigate the impact of a disability event, there are two types of 

insurance to consider: 

• Short-term disability insurance 

• Long-term disability insurance 

If you do not have the savings to cover a few months worth of expenses in the event of an accident or illness, disability insurance 

may be a good option. If you’re counting on short-term disability from your employer, be diligent and check what exactly this 

entails and whether it is enough.  

Consider taking out a long-term disability insurance as well. Many people target to cover 50-70% of their income through 

projected retirement date, typically around age 65.  

Estate Planning 
Discussing death when you’re bringing new life into the world feels a little dark, but this is when it makes the most sense to think 

about estate planning. Proper estate planning provides peace of mind about who will raise your children and manage your money. 

Writing a Will 

A will is a written document that expresses your wishes after you die. While handwritten and even oral (deathbed) wills can be 

accepted by the courts, they can also cause significant legal headaches, so it's best to put together a formal will to ensure a smooth 

and efficient transfer of assets to your beneficiaries. 
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While estate laws and requirements vary from state to state, a will generally includes the following: 

• Statement of intent (Sentence stating that you intend for this document to be a will) 

• Full name and address of testator 

• Date 

• Revocation of previous wills and codicils 

• Executor’s name 

• Guardian for minors 

• Gifts 

• Names of beneficiaries 

• Testator’s signature 

• Name, address, and signature of two witnesses 

You can create a will by writing one yourself, using an online service, or working with an attorney. We recommend working with 

an attorney in your state of residence if you have significant assets or a business.  

Executing a Power of Attorney 

People often associate estate planning with death, but that’s not the whole story.  

If you are ever incapacitated, you’ll want someone you trust to become legally responsible for your financial affairs, and for 

decisions related to your health care. To arrange for this, we recommend executing two legal documents: a Durable Financial 

Power of Attorney and a Durable Power of Attorney for Health Care, sometimes referred to as a living will. Financial power of 

attorney appoints someone to act on your behalf with respect to financial and certain legal affairs. Power of attorney for health 
care appoints someone to make medical decisions on your behalf in the event that you become incapacitated, and gives that 

person, called your agent, instructions about the type of medical treatment you want, or don't want to receive. 

Update Your Will 

If you do have a will, be sure to update it if you remarry or have children to prevent complications.  

https://legalbeagle.com/6239751-write-california.html
https://www.thebalance.com/best-online-will-makers-4580500
https://legalbeagle.com/6239751-write-california.html
https://www.thebalance.com/best-online-will-makers-4580500


Child tax credit Depending on income, families receive a benefit of up to 

$2,000 per qualifying child. For this credit, income phase out 

starts at $200,000 for single and “head of household” 
taxpayers. For married taxpayers, the phaseout is $400,000.

Reduce employer’s tax 
wWithholdings 

You can increase your take home pay by reducing the amount 
of tax your employer withholds. To do this, file a new W-4 

with your employer. 

Filing as Head of Household If you’re a single parent, you can potentially file as a “head of 
household” rather than single and receive a larger tax 

deduction.

Child and dependent care  
credit 

If you pay childcare costs so you can go to work, you’re eligible 

for this credit. The credit phases out once your income hits 
$43,000. Track how much you pay in childcare for children 

under 13. If you pay $4,000 per year, and you qualify for the 
maximum 35% credit, you could receive up to a $1,400 credit. 
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Establishing a Trust 

Trusts allow for private and efficient asset transfers on or after death. Unlike wills, trusts don’t go through the time-consuming, 

expensive, and public legal process known as "probate." 

Keep in mind that you still need a will. Trusts cannot name a guardian for your children or an executor for your estate.  

While you can take the “do it yourself” approach to establishing a trust, it’s best to consult a lawyer. Trusts can have all sorts of 

conditions applied to them, so it’s best to work with a professional to ensure these are done properly.  

Claiming Your New Tax Benefits 
After you’ve cut your meal delivery service to contribute to a 529 or an IRA, be sure to get some money back where you can. In 

order to claim your children as dependents, you’ll need to secure a social security number for them which you can apply for at the 

hospital.

https://turbotax.intuit.com/tax-tips/family/birth-of-a-child/L26LBBTkd
https://turbotax.intuit.com/tax-tips/family/birth-of-a-child/L26LBBTkd
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Saving for Higher Education Costs 
Parents who wish to cover all of their child’s college expenses must think ahead, especially if they want their children to attend 

private universities debt free. 

The average cost of attending a public, in-state, four year college is $20,770 per year.  

The average cost of attending a private, non-profit four year college is $46,950 per year.  

A 529 account helps parents prepare. 

The 529 Savings Plan 

Two types of 529 plans exist: the college savings plan and a prepaid tuition program, which effectively allows parents to lock in 

today’s tuition rate at certain public universities. Many consider prepaid tuition programs to be inflexible, and they have decreased 

in popularity in recent years. As a result, let’s focus on the college savings plan.  

With a 529 college savings plan, parents can make after-tax contributions, invest the balance, and enjoy tax-deferred status on 

earnings as long as withdrawals are spent on qualifying expenses such as tuition.  

International tuition and fees can be qualified expenses as well if the school participates in the U.S. Department of Education’s 

Federal Student Aid (FSA) programs.  

The 529 college savings tool offers lots of flexibility. Relatives and friends can open a 529 savings plan for a specific beneficiary, 

which some parents may prefer over material gifts. Conveniently, you can also change beneficiaries within the same generation (e.g. 

siblings) without any tax consequences. 

That said, there are no cut and dried contribution limit, since multiple people can contribute to one beneficiary’s plan. Rather, 

there are specific elements contributors must consider: 

• Gift Tax: The IRS treats 529 contributions like gifts. Contributors benefit from the gift tax exclusion, which applies per 

person. In 2019, the gift tax exclusion is $15,000. For instance, if a grandparent wants to contribute money to all five of his 

grandchildren, they can contribute a maximum of $15,000 a year to each of them ($75,000 total) without incurring a 

potential gift tax liability. Their spouse can do the same, bumping up the year’s total contribution to $150,000. 

https://www.topuniversities.com/student-info/student-finance/how-much-does-it-cost-study-us
https://www.topuniversities.com/student-info/student-finance/how-much-does-it-cost-study-us
https://studentaid.ed.gov/sa/types/international#participating-schools
https://studentaid.ed.gov/sa/types/international#participating-schools
https://www.savingforcollege.com/article/how-much-can-you-contribute-to-a-529-plan
https://www.topuniversities.com/student-info/student-finance/how-much-does-it-cost-study-us
https://www.topuniversities.com/student-info/student-finance/how-much-does-it-cost-study-us
https://studentaid.ed.gov/sa/types/international#participating-schools
https://studentaid.ed.gov/sa/types/international#participating-schools
https://www.savingforcollege.com/article/how-much-can-you-contribute-to-a-529-plan
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               tax liability. Their spouse can do the same, bumping up the year’s total contribution to                    

 $150,000. 

• Lifetime Gift Tax Exclusion: If you contribute beyond the gift tax exclusion amount, you don’t automatically pay tax. 

Rather, you report it on your taxes to determine if you surpass the $11.4 million lifetime exclusion. The government 

determines this after you pass away. If you exceed this, which most people don’t have to worry about, you may trigger a 

40% federal gift tax liability on the excess. 

• Aggregate Contribution Limits: There is no annual contribution limit, but there is an aggregate contribution limit. A 529 

plan’s balance can’t exceed the expected cost of educational expenses, according to federal law. Each state sets its own 

aggregate contribution limit.  

Depending on the state, 529 plans also enjoy income tax benefits such as the ability to deduct taxes on the contribution amount.  

Until recently, qualifying expenses were limited to higher education costs. A 2017 federal change expanded tax-free withdrawals to 

private elementary and high school costs. To avoid facing state income taxes on withdrawals, be sure to check whether this federal 

change has been incorporated into your state’s tax laws.  

 
Conclusion 
Becoming a parent introduces a lot of uncertainty. You can’t predict everything, but you can certainly prepare for most scenarios.  

A financial plan empowers you to use your resources effectively, provide for your family, and fund your life goals. It helps you 

appreciate and take advantage of the several accounts available to you. And above all, it allows your choices to rule your life - not 

your finances. 

You’re about to embark on one of life’s most exciting, rewarding, and challenging adventures. By understanding the principles 

illustrated in this guide, you will have the financial knowledge and resources to make the most of it. 

https://www.forbes.com/sites/ashleaebeling/2018/11/15/irs-announces-higher-2019-estate-and-gift-tax-limits/#1998c7742959
https://www.forbes.com/sites/robertfarrington/2018/11/01/states-529-plans-k-12-not-qualifying/#291e810d1f43
https://www.forbes.com/sites/robertfarrington/2018/11/01/states-529-plans-k-12-not-qualifying/#291e810d1f43
https://www.forbes.com/sites/ashleaebeling/2018/11/15/irs-announces-higher-2019-estate-and-gift-tax-limits/#1998c7742959
https://www.forbes.com/sites/robertfarrington/2018/11/01/states-529-plans-k-12-not-qualifying/#291e810d1f43
https://www.forbes.com/sites/robertfarrington/2018/11/01/states-529-plans-k-12-not-qualifying/#291e810d1f43
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Honest, straightforward advice, 
and a strategy for your money.  
VISIT US AT: HELLOGROVE.COM

This material is for informational purposes only and should not be construed as investment advice. It is not a recommendation of, or an offer to sell or 
solicitation of an offer to buy, any particular security, strategy or investment product. Our views and opinions expressed in any online content are current at the 
time of publication and are subject to change. Investments, including the ones involving the recommendations in the customized financial plan described herein, 
involve some degree of risk. There is no guarantee that the investment objective or overall goals for the financial plan will be achieved. There is the possibility of 
loss and all investment involves risk including the loss of principal. Please see hellogrove.com for our full Privacy Policy and Terms of Service. 

http://hellogrove.com?utm_source=pdfguide&utm_medium=familyfinance&utm_content=earlyaccess
http://hellogrove.com?utm_source=pdfguide&utm_medium=familyfinance&utm_content=earlyaccess

