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Raising children is one of the most 
meaningful and rewarding things peo-
ple do, and there are major financial 
implications that come with a growing 
family.

For the parents of a newborn today, the 
future annual cost of a college education 
may run more than $70,000 per year at 

a moderately priced private college and 
more than $35,000 per year at a public 
university offering in-state tuition dis-
counts, once we factor in inflation.

Believe me, having three young kids at 
home and a fourth on the way, I know how 
expensive it is to raise children. The best 
thing one can do is to start planning early 
and make adjustments as time goes by. 

A recent Wall Street Journal article re-
ported that men without children earned 
40 percent less than men who are fa-
thers. This was referred to as the “dad-
dy bonus.” The article didn’t specify 
whether men with kids are motivated to 
work harder to provide for their family or 
whether companies reward fathers with 
better positions assuming they are more 

disciplined and focused due to their 
commitment at home. Either way, the 
median income for fathers is significantly 
higher than for men with no children in 
the study.

Unfortunately, for women there is a 
“mommy penalty,” as working moms 
earn less than women without children. 
However, married working moms are 
seeing this penalty slowly disappear 
while unmarried working moms are ex-
periencing the penalty increase. 

Beyond the cost of putting kids through 
college, there are so many other expens-
es associated with raising children. The 
cost of diapers, birthday parties, field 
trips at school, after-school activities, 
sports, cellphones, food, family travel, 
etc., is estimated to add up to more than 
$500,000 through age 18. (I am sure the 
fathers reading this are hoping for an 
even bigger “daddy bonus” to cover the 
cost of their children.)

A popular savings vehicle for parents 
who are planning for their kids’ college 
education expense is the 529 Plan. Distri-
butions from 529 Plans are exempt from 
federal income tax if used for qualified 

higher education expenses like tuition, 
room, board and books. The plans offer a 
great option for parents to save, as they 
include tax benefits in addition to the 
convenience of the investment account. 
The accounts can be owned by parents, 
grandparents or others who want to help 
save toward higher education. Contribu-
tions can be made monthly, quarterly, 
annually, or just when funds are available. 
Low-cost plans from American Funds are 
highly rated and available through Reg-
istered Investment Advisors. Vanguard is 
another popular company offering a low 
cost 529 Plan. There are no income lim-
itations to making contributions to 529 
Plans, like there are with some other sav-
ings accounts. 

The first few months of having a new 
baby at home can be chaotic at times 
as everyone adjusts to the random 
 needs of their baby. Parents have so much 
to focus on to ensure their long term 
success.  

Daniel Cohen, CEO and chief investment off icer at 
Cohen Investment Advisors, Bedford, can be reached 
at 603-232-8351 or through investwithcohen.com.
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