GuardMyCreditFile:

Trump Accounts: What Parents Need to Know About the Government's New
Investment Program

July 8, 2026 - The federal government has introduced a new savings and investment vehicle known as a Trump Account,
designed to give eligible children a financial head start at birth. Created as part of the tax legislation enacted in 2026, the
program provides certain newborns with a one-time $1,000 investment from the U.S. Treasury while allowing families to
make additional contributions over time.

The idea behind the program is straightforward. Rather than giving children a savings bond or cash gift, the government
invests money in a low-cost stock market index fund with the hope that decades of compound growth will produce a
meaningful financial asset by the time the child reaches adulthood.

Not every child qualifies for the government's contribution. To receive the $1,000 deposit, a child must be a U.S. citizen,
have a valid Social Security number, and be born between January 1, 2025, and December 31, 2028. Parents or another
authorized adult must establish the account and complete the required enroliment process.

Children who do not qualify for the government-funded deposit may still have a Trump Account opened if they meet the
program's eligibility requirements, but they will not receive the $1,000 contribution.

Once the account is established, parents, grandparents, relatives, employers, charities, and certain government entities
may contribute additional money, subject to annual contribution limits established under federal law. The investments are
limited primarily to broad-market, low-cost index funds, reducing both investment complexity and management expenses.

One of the program'’s most attractive features is that families are not required to make additional contributions after the
account is opened. Parents who qualify for the government's $1,000 contribution may simply open the account, receive
the federal investment, and allow it to remain invested for years without adding more money. While the account's value
will fluctuate with the stock market, the long-term investment horizon gives the money the opportunity to benefit from
compound growth.

The program does have limitations. Unlike an education savings account, there are relatively few restrictions on how the
money may eventually be used once the child reaches adulthood. After the custodial period ends, the account generally
transitions under rules similar to those governing traditional IRAs. While taxes and possible early-withdrawal penalties
discourage spending the money frivolously, they do not prevent an 18-year-old from accessing the funds if he or she is
willing to pay the applicable costs.

That feature has generated both praise and criticism. Supporters argue that young adults should have the flexibility to
use the money for college, a first home, starting a business, or other financial goals. Critics counter that some young
adults may simply spend the money on short-term purchases rather than allowing it to continue growing.

Parents considering the new program should also understand how it compares with one of the nation's most popular
education savings vehicles: the 529 plan.

A 529 plan is specifically designed to help families save for education. Like a Trump Account, contributions are made
with after-tax dollars. The major difference is what happens later. Earnings inside a 529 plan grow free of federal income
tax when the money is used for qualified education expenses such as college tuition, required fees, books, supplies, and
certain housing costs. Many states also offer income tax deductions or credits for contributions to their own 529 plans.

Trump Accounts operate differently. While investments grow without annual taxation, withdrawals generally do not
receive the same tax-free treatment available through a properly used 529 plan. In addition, the child eventually gains
control of the Trump Account, whereas parents usually retain ownership and control of a 529 plan indefinitely. They
decide when withdrawals are made and may even change the beneficiary to another qualifying family member if
circumstances change.

For families whose primary goal is paying for college or trade school, the 529 plan often remains the more powerful tax-
saving tool. For families whose child qualifies for the government's $1,000 contribution, however, opening a Trump
Account may still make sense simply to take advantage of the federal seed money.

Another account frequently mentioned in discussions about Trump Accounts is the custodial Roth IRA. While both are
long-term investment accounts for young people, they serve very different purposes.

A custodial Roth IRA may be opened only if the child has earned income. A newborn or toddler cannot receive Roth IRA
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contributions because he or she has no wages or self-employment income. Once a teenager begins working, however, a
custodial Roth IRA becomes one of the most tax-efficient investment vehicles available.

Money contributed to a Roth IRA is invested after taxes have already been paid. If the account owner satisfies the
applicable IRS rules, both the original contributions and decades of investment earnings may eventually be withdrawn
free of federal income tax. That tax treatment is one of the reasons financial planners often encourage working teenagers
to begin contributing as early as possible.

The Trump Account cannot match that tax advantage. Its primary benefit is not superior tax treatment but rather the
government's initial $1,000 contribution for eligible newborns. For many families, that contribution alone makes opening
the account worthwhile. Once children begin earning income from jobs, however, many financial professionals would
likely view a custodial Roth IRA as the stronger long-term retirement savings vehicle because of its potential for
completely tax-free growth and qualified withdrawals.

Ultimately, these accounts should not necessarily be viewed as competitors. Each serves a different purpose. A Trump
Account offers eligible newborns a government-funded investment start. A 529 plan remains one of the best tools for
saving for education while allowing parents to retain control of the assets. A custodial Roth IRA provides exceptional long-
term tax advantages for children who have earned income.

Families who understand the strengths and limitations of each account may find that using more than one of them
provides the greatest long-term benefit. A newborn who qualifies for the government's $1,000 contribution can begin
building wealth through a Trump Account, later receive education savings through a 529 plan, and eventually start
contributing earned income to a custodial Roth IRA during the teenage years. Used together, these three accounts can
form a strong financial foundation that grows with the child from birth into adulthood.

by Jim Malmberg
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