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1. The Landscape of Minor Savings in 2026

In the current economic environment, establishing a strategic foundation for early-life financial planning
has become a paramount concern for families seeking to build and preserve generational wealth. The
2026 regulatory landscape—shaped significantly by the "One Big Beautiful Bill Act"—has introduced a
sophisticated array of federal initiatives and updated contribution limits, necessitating a multifaceted
approach to asset accumulation. These changes offer unique opportunities to integrate federal
incentives with private capital, provided that practitioners can navigate the heightened complexities of
modern tax law and gift-tax reporting.

This report analyzes the core objectives of a successful minor savings strategy: optimizing tax efficiency,
maximizing federal incentives such as direct seeds and employer matches, and balancing long-term
growth with future liquidity. By understanding the distinct mechanics of 529 plans, newly established
Section 530A accounts, and traditional custodial vehicles, wealth managers can craft bespoke portfolios
tailored to a household's specific income profile and estate-planning needs. This analysis begins with an
examination of the most established vehicle for education-focused savings and its evolving role as a
versatile wealth-transfer tool.

Four specialized financial vehicles define the 2026
landscape for minor wealth accumulation.
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The optimal allocation relies on balancing tax treatments, contribution limits, and control thresholds against specific household income parameters.
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2. 529 Qualified Tuition Programs: Beyond the Classroom

Section 529 Qualified Tuition Programs remain the cornerstone of education funding, yet their strategic
role has matured into a sophisticated wealth-transfer mechanism. No longer strictly confined to higher
education, these plans offer enhanced flexibility that extends into K-12 planning and early-career
retirement funding, serving as a vital instrument for high-net-worth families to move capital across
generations.

For 2026, the annual gift exclusion has been adjusted to $19,000 for individuals and $38,000 for married
couples. A particularly potent tool for estate reduction is the "Super-funding" provision. This allows
contributors to front-load five years of gifts into a single tax year—totaling up to $190,000 per couple—
without exhausting their lifetime gift tax exemption. This strategy is tactically superior as it accelerates
the timeline for compound tax-free growth and effectively removes the future appreciation of those
assets from the donor’s gross estate.

The utility of these plans is further bolstered by the $20,000 annual allowance for K-12 tuition and the
SECURE 2.0 provision, which permits a $35,000 lifetime rollover to a Roth IRA for the beneficiary. This

rollover capability is a critical "So What?" for advisors; it mitigates the risk of "overfunding" should the
child receive scholarships or opt for a less expensive educational path, ensuring the assets remain tax-
advantaged indefinitely. While 529s address the education mandate, the One Big Beautiful Bill Act has
introduced Section 530A to capture a different segment of the minor savings market.
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3. Trump Accounts (Section 530A): Federal Seed Growth

A significant addition to the 2026 landscape is the Section 530A "Trump Account." These
accounts serve as a new federal entry point for minor savings, specifically designed to encourage
early market participation through a combination of public "seeds" and private employer
incentives.

The strategic value of the Trump Account centers on its unique capital-injection mechanics. For
children born between 2025 and 2028, the federal government provides a one-time $1,000
"federal seed." While the annual contribution limit is capped at $5,000, the account offers a
compelling benefit for working families: employers can provide a tax-free match of up to $2,500.
This structure makes Section 530A a vital vehicle for capturing "free money" from both federal
and corporate sources. Even though withdrawals are eventually taxed as ordinary income (tax-
deferred), the immediate ROl on a zero-cost basis—driven by the federal seed and employer
match—outpaces many traditional vehicles in the early years of the account.

However, advisors must account for the "age-18 lock-in" period, which prevents early liquidation
of these funds. These accounts provide a sturdy, government-backed floor for minor savings,
particularly for families looking to maximize external contributions before pivoting to more flexible
custodial options.
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4. UTMA/UGMA Custodial Accounts: Control vs. Taxation

Where 529s and Section 530A accounts are restricted by specific use-cases or federal mandates,
Uniform Transfers to Minors Act (UTMA) and Uniform Gifts to Minors Act (UGMA) accounts offer
broader investment flexibility. These custodial accounts allow the holding of a wide range of
assets, including individual equities and real estate, without requiring that funds be used for
education or held until a specific age for retirement.

The primary consideration here is the "Kiddie Tax" framework. In 2026, the first $1,350 of
unearned income is tax-free, and the subsequent $1,350 is taxed at the child’s rate. Any income
beyond these thresholds is taxed at the parents' marginal rate. The "So What?" for families
seeking financial aid is the disparate weighting of assets: custodial accounts are weighted at 20%
against aid eligibility, whereas 529 plans (as parental assets) are typically weighted at a
maximum of 5.64%. Furthermore, these accounts represent an irrevocable gift, meaning the child
gains full legal control at age 18 or 21. For families with minors generating active income,
however, a more tax-efficient and protective alternative exists.

UTMA and UGMA

asset flexibility but
carry steep financial aid
and control penalties.
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5. Custodial Roth IRA: Maximizing Earned Income

The Custodial Roth IRA represents the ultimate strategic advantage for minors who have entered
the workforce. Over a multi-decade horizon, this vehicle can turn modest early-life earnings into a
substantial, taxfree retirement nest egg and serve as a hedge against future tax increases.
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To participate in 2026, the minor must have documented "earned income," with a contribution limit set
at $7,500 or 100% of that income, whichever is less. Because contributions are made with after-tax
dollars, both the growth and future withdrawals are entirely tax-free. By securing this tax-free status
early, families ensure that the minor's earliest wealth-building efforts are protected from the eroding
effects of long-term taxation. Integrating these various tools requires a disciplined approach to
allocation based on the household's broader financial profile.




6. Strategic Allocation by Household Income Bracket

At DLK Investment Management, we recognize that a "one-size-fits-all" approach to minor savings is
fundamentally inefficient. The prioritization of these accounts must be dictated by a family’s specific tax
bracket to maximize the specific advantages of each vehicle.
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Middle-Income (100k—450k): The focus for this tier should be leveraging a hybrid of 529 Plans and Trump
Accounts. Prioritizing the Trump Account allows families to optimize the $2,500 tax-free employer match—
representing an instantaneous 50% boost to capital on the first $5,000 contributed—while the 529 plan
secures tax-free growth for education.

Lower-Income (<$100Kk): Strategy for this bracket should focus on securing the $1,000 federal seed within a
Trump Account. The primary goal is to establish a government-backed foundation for growth without
requiring an immediate, high-volume capital outlay from the parents.

The complexity of these vehicles highlights the necessity of periodic reviews. As IRS guidance evolves and
family goals shift, maintaining alignment between account selection and tax strategy is essential for enduring
financial success.
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