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Majority of Young Adults Living at Home
In 2020, a record number of 18- to 29-year-olds lived at home with their parents. In July, 52% of young adults
were living at home, surpassing the previous high of 48% recorded in 1940 at the end of the Great Depression.
This record return to the family home has been driven by the coronavirus pandemic and exacerbated by the
overall economic downturn, record-low housing inventory along with a shortage of affordable entry-level homes,
and high levels of student debt. The number of young adults living with their parents grew across the board for all
demographic groups and regions of the country.

Source: Pew Research Center, 2020
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Considerations When Making Gifts to Children
If you make significant gifts to your children or
someone else's children (perhaps a grandchild, a
nephew, or a niece), or if someone else makes gifts to
your children, there are a number of things to consider.

Nontaxable Gift Transfers
There are a variety of ways to make transfers to
children that are not treated as taxable gifts. Filing a
gift tax return is generally required only if you make
gifts (other than qualified transfers) totaling more than
$15,000 per individual during the year.
• Providing support. When you provide support to a
child, it should not be treated as a taxable gift if you
have an obligation to provide support under state
law. Parents of minor children, college-age children,
boomerang children, and special-needs children may
find this provision very useful.
• Annual exclusion gifts. You can generally make
tax-free gifts of up to $15,000 per child each year. If
you combine gifts with your spouse, the amount is
effectively increased to $30,000.
• Qualified transfers for medical expenses. You can
make unlimited tax-free gifts for medical care,
provided the gift is made directly to the medical care
provider.
• Qualified transfers for educational expenses. You
can make unlimited gifts for tuition free of gift tax,
provided the gift is made directly to the educational
provider.
For purposes of the generation-skipping transfer
(GST) tax, the same exceptions for nontaxable gift
transfers generally apply. The GST tax is a separate
tax that generally applies when you transfer property
to someone who is two or more generations younger
than you, such as a grandchild.

Income Tax Issues
A gift is not taxable income to the person receiving the
gift. However, when you make a gift to a child, there
may be several income tax issues regarding income
produced by the property or from sale of the property.

• Income for support. Income from property owned
by your children will be taxed to you if used to fulfill
your obligation to provide support.
• Kiddie tax. Children subject to the kiddie tax are
generally taxed at their parents' tax rates on any
unearned income over $2,200 (in 2021). The kiddie
tax rules apply to: (1) those under age 18, (2) those
age 18 whose earned income doesn't exceed
one-half of their support, and (3) those ages 19 to 23
who are full-time students and whose earned income
doesn't exceed one-half of their support.
• Basis. When a donor makes a gift, the person
receiving the gift generally takes an income tax basis
equal to the donor's basis in the gift. The income tax
basis is generally used to determine the amount of
taxable gain if the child then sells the property. If
instead the property were transferred to the child at
your death, the child would receive a basis stepped
up (or down) to the fair market value of the property.

Gifts to Minors
Outright gifts should generally be avoided for any
significant gifts to minors. For this purpose, you might
consider a custodial gift or a trust for a minor.
• Custodial gifts. Gifts can be made to a custodial
account for the minor under your state's version of
the Uniform Gifts/Transfers to Minors Acts. The
custodian (an adult or a trust company) holds the
property for the benefit of the minor until an age
(often 21) specified by state statute.
• Trust for minor. A Section 2503(c) trust is
specifically designed to obtain the annual gift tax
exclusion for gifts to a minor. Principal and income
can (but need not) be distributed to the minor before
age 21. The minor does generally gain access to
undistributed income and principal at age 21. (The
use of trusts involves a complex web of tax rules and
regulations, and usually involves upfront costs and
ongoing administrative fees. You should consider the
counsel of an experienced estate professional before
implementing a trust strategy.)

Transfer by Gift Versus Transfer at Death
Difference in taxable gain when appreciated property is sold at fair market value (FMV) after the transfer.

Page 2 of 4, see disclaimer on final page

How Well Do You Understand Retirement Plan Rules?
Qualified retirement plans, such as IRAs and 401(k)s,
have many rules, and some of them can be quite
complicated. Take the following quiz to see how well
you understand some of the finer points.
1. You can make an unlimited number of
retirement plan rollovers per year.
A. True
B. False
C. It depends
2. If you roll money from a Roth 401(k) to a Roth
IRA, you can take a tax-free distribution from the
Roth IRA immediately as long as you have reached
age 59½.
A. True
B. False
C. It depends
3. You can withdraw money penalty-free from both
your 401(k) and IRA (Roth or traditional) to help
pay for your children's college tuition or to pay for
health insurance in the event of a layoff.
A. True
B. False
C. It depends
4. If you retire or otherwise leave your employer
after age 55, you can take penalty-free
distributions from your 401(k) plan. You can't do
that if you roll 401(k) assets into an IRA.
A. True
B. False
C. It depends

Shares of Traditional IRA Assets Opened
with...

1. C. It depends. Rollovers can be made in two ways —
through a direct rollover, also known as a
trustee-to-trustee transfer, in which you authorize the
funds to be transferred directly from one account or
institution to another, or through an indirect rollover, in
which you receive a check in your name (less a
required tax withholding) and then reinvest the full
amount (including the amount withheld) in a
tax-deferred account within 60 days. If the full amount
is not reinvested, the outstanding amounts will be
considered a distribution and taxed accordingly,
including any applicable penalty. Generally, individuals
can make an unlimited number of rollovers in a
12-month period, either direct or indirect, involving
employer-sponsored plans, as well as an unlimited
number of direct rollovers between IRAs; however,
only one indirect (60-day) rollover between two IRAs is
permitted within a 12-month period.
2. C. It depends. Beware of the five-year rule as it
applies to Roth IRAs. If you establish your first Roth
IRA with your Roth 401(k) rollover dollars, you will
have to wait five years to make a qualified withdrawal
from the Roth IRA, regardless of how long you've held
the money in your Roth 401(k) account, even if you
are over 59½. However, if you have already met the
five-year holding requirement with any Roth IRA, you
may take a tax-free, qualified withdrawal.
3. B. False. You can take penalty-free withdrawals
from an IRA, but not from a 401(k) plan, to pay for a
child's qualifying education expenses or to pay for
health insurance premiums in the event of a job loss.
Note that ordinary income taxes will still apply to the
taxable portion of the distribution, unless it's from a
Roth account that is otherwise qualified for tax-free
withdrawals.
4. A. True. If you leave your employer after you reach
age 55, you may want to consider carefully whether to
roll your money into an IRA. Although IRAs may offer
some advantages over employer-sponsored plans —
such as a potentially broader offering of investment
vehicles — you generally cannot take penalty-free
distributions from an IRA between age 55 and 59½, as
you can from a 401(k) plan if you separate from
service. If you might need to access funds before age
59½, you could leave at least some of your money in
your employer plan, if allowed.
When leaving an employer, you generally have several options for your
401(k) plan dollars. In addition to rolling money into an IRA and leaving the
money in your current plan (if the plan balance is more than $5,000), you
may be able to roll the money into a new employer's plan or take a cash
distribution, which could result in a 10% tax penalty (in addition to ordinary
income taxes) on the taxable portion, unless an exception applies.

Source: Investment Company Institute, 2020 (data reflects IRAs opened in
2016)
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A Steady Strategy
One of the most fundamental truths of investing is that
you can't time the market. As legendary investor and
economist Bernard Baruch put it, "Don't try to buy at
the bottom and sell at the top. It can't be done except
by liars."1
Even so, it's natural to wince a little when you buy an
investment only to see the price drop, or sell only to
see the price rise. And no matter how much you try to
make objective decisions, you may be tempted to
guess at market movements. One approach that might
help alleviate some of your concerns is dollar-cost
averaging.

Regular Investments

You might also use a similar approach when shifting
funds between investments. For example, let's say you
want to shift a certain percentage of your stock
investments to more conservative fixed-income
investments as you approach retirement. You could
execute this in a series of regular transactions over a
period of months or years, regardless of market
movements.

Dollar-cost averaging involves investing a fixed
amount on a regular basis, regardless of share prices
and market conditions. Theoretically, when the share
price falls, you would purchase more shares for the
same fixed investment. This may provide a greater
opportunity to benefit when share prices rise and could
result in a lower average cost per share over time.

Dollar-cost averaging does not ensure a profit or
prevent a loss, and it involves continuous investments
in securities regardless of fluctuating prices. You
should consider your financial ability to continue
making purchases during periods of low and high price
levels. However, this can be an effective way to
accumulate shares to help meet long-term goals.

If you are investing in a workplace retirement plan
through regular payroll deductions, you are already
practicing dollar-cost averaging. If you want to follow
this strategy outside of the workplace, you may be
able to set up automatic contributions to an IRA or
another investment account. Or you could make
manual investments on a regular basis, perhaps
choosing a specific day of the month.

Asset allocation is a method used to help manage
investment risk; it does not guarantee a profit or
protect against investment loss. All investments are
subject to market fluctuation, risk, and loss of principal.
When sold, they may be worth more or less than their
original cost.
1) BrainyQuote, 2021

This information, developed by an independent third party, has been obtained from sources considered to be reliable, but Raymond
James Financial Services, Inc. does not guarantee that the foregoing material is accurate or complete. This information is not a complete
summary or statement of all available data necessary for making an investment decision and does not constitute a recommendation. The
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Raymond James Financial Services, Inc. does not provide advice on tax, legal or mortgage issues. These matters should be discussed
with the appropriate professional.
Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC, an independent broker/dealer, and are not
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