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Section 530A accounts, also known as "Trump Accounts," are a new type of tax-advantaged account, prompting
some to wonder how they fit into the matrix of options for helping children get a head-start on saving and
investing.

Key points
• 529 plans remain the most tax-efficient option for education funding, offering tax-free growth and withdrawals

for qualified expenses, flexible use across education categories, and high contribution limits.

• “Trump Accounts” (Section 530A) are a new tax-deferred investment vehicle with strict contribution caps, limited
investment choices, and less parental control than other account types. Investment earnings are generally taxable upon
distribution, making these accounts generally less tax-efficient for college savings, but they could play a role helping
children get a head-start on compounding growth for other long-term needs.

• Account choice depends on goals: 529s are optimized for education, while Trump Accounts and other vehicles
(UGMA/UTMA, IRAs, Coverdells) may support broader or longer-term objectives like retirement, often best used in
combination.

This educational report has been prepared by UBS Financial Services, Inc. Please see important disclaimers and disclosures at the end of
the document.
This material constitutes sales and education content, it was not prepared by UBS Chief Investment Office GWM Investment Research and is not a
Research Report.
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Introduction
In honor of National 529 Day, this article will highlight some of the accounts that families can use to help give their children
a head start on investing. For example:

1. Custodial accounts under the Uniform Gifts to Minors Act (UGMA) or Uniform Transfers to Minors Act (UTMA). These
assets can be invested on a child’s behalf, but become fully accessible to the child upon reaching the age of majority.

2. 529 college savings plans, designed specifically for education funding (more details below).

3. Coverdell education savings accounts, which offer limited contribution amounts but broad education use.

4. Individual Retirement Accounts (IRAs)—funded with a child's earned income—aimed at long-term retirement
savings rather than near-term expenditures. See the CIO Research report, Should you open a "Kid Roth"?, published
2 July 2024, for details.

Each option reflects a different balance among control, tax efficiency, flexibility, and long-term purpose.

A new option
The One Big Beautiful Bill Act of 2025 adds a new option to this list: Section 530A accounts, also known as "Trump
Accounts."

Trump Accounts are tax deferred investment accounts established in a child’s name. Eligible children (US citizens born
between 1 January 2025, and 31 December 2028) may receive a $1,000 "seed" deposit once their parent or other
authorized individual fills out IRS Form 4547 or registers via the online portal at TrumpAccounts.gov.

Once an account is established (any child under 18 can have an account), parents and other contributors are able to add
funds, subject to statutory limits (currently $5,000 per year). Employers may contribute $2,500 per year to an employee’s or
dependent’s Trump Account, which is excluded from the employees' taxable income but counts against the $5,000 annual
limit. These contributions can be made starting on 4 July 2026, the 250th anniversary of the signing of the Declaration
of Independence.

Assets in Trump Accounts must be invested in low-cost US equity index funds (fee must not exceed 0.10%).

The account is in the child's name, with parents/guardians acting as custodians until the child turns 18. Once the child
attains 18 years of age, they gain full control of the account, and the taxable portion of any distributions are generally
taxed as ordinary income.

Distributions are not permitted prior to age 18 (with limited exceptions). While withdrawals before age 59½ are generally

subject to a 10% early withdrawal penalty, exceptions are permitted for qualified purposes, including education.
1

529 college savings plans
By contrast, 529 college savings plans are designed specifically for qualified education expenses. Contributions are
made with after-tax dollars, assets grow tax-free, and withdrawals for eligible costs—such as tuition, fees, books, and
room and board—are generally exempt from federal income tax.

There is no annual contribution limit, though amounts exceeding the gift tax exclusion ($19,000 per donor per
beneficiary in 2026) may require a gift tax filing and reduce the lifetime exemption. 529 plans also allow “accelerated
gifting,” enabling contributions up to five times the annual exclusion in a single year ($95,000 for individuals; $190,000
for married couples) without triggering gift taxes or using the lifetime exemption.²

Investment options are typically broad—often including U.S. and international equities, bonds, and asset allocation
funds—though they vary by plan.

Withdrawals for qualified education expenses are generally tax-free. Non-qualified withdrawals may result in taxes on
earnings and a 10% penalty on the earnings portion, and some states may recapture prior tax benefits.³
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College funding comparison: 529s versus Trump Accounts
To better understand how the tax differences may affect outcomes, the table below contrasts the hypothetical growth of
funds contributed to each account type when the funds are earmarked specifically for college expenses.

In Scenario 1, the Trump Account receives a $1,000 government contribution at the child's birth and $5,000 in annual
parental contributions. In Scenario 2, the same initial $1,000 is contributed, but the $5,000 annual parental contributions
are directed to a 529 plan.

To keep the analysis comparable, the illustration assumes contributions occur at the beginning of each year from birth

through age 17 (18 annual parent contributions, for a total parental contribution of $90,000).
4
 In both cases, assets grow

at 6% annually and are fully withdrawn for college expenses at the end of the year the child turns 18 years old, assuming
a 12% federal income tax rate.

Results

By the time the funds are withdrawn, the initial "seed" contribution in the Trump Account has grown from $1,000 to
$3,026.
• In Scenario 1, the seed contribution is joined by $90,000 of parental contributions, resulting in a total Trump

Account balance of $176,654.

• In Scenario 2, the Trump Account holds only the seed contribution (also valued at $3,026), while the $90,000 of
parental contributions directed to the 529 plan have grown to $173,628.

Table 1 - College savings comparison

Source: UBS. For illustration purposes.

In both cases, the total pretax value of the accounts is $176,654. However, a difference arises when these funds are
withdrawn for college.

When used for qualified education expenses, 529 plan withdrawals are generally free from federal income tax, allowing
the full balance to be applied toward college costs.

By contrast, Trump Account distributions are subject to taxes on the investment growth and the $1,000 government
contribution. If the funds are used for education, the account will generally avoid paying a 10% penalty for the early
(pre-59½) withdrawal. No income tax is due on the $90,000 of parental contributions, which were made on an after-
tax basis.
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Therefore, Scenario 1 results in approximately $166,255 of after-tax funds available for college, compared with $176,290
in Scenario 2.

Stated differently, the Trump Account–focused strategy results in about 6% less net funding for education than the
529-focused strategy under these assumptions.

These results aren't too surprising. After all, 529 plans were specifically structured to help fund education expenses.

Other considerations
529 plan assets can be used for a broad range of qualified expenses beyond tuition, including room and board, books,
required supplies, and certain technology costs, making them a common tool for funding ongoing educational expenses.⁵

Beginning in 2026, up to $20,000 per year per beneficiary may be withdrawn tax-free for K-12 education. Eligible
expenses extend beyond tuition to include curriculum materials, tutoring, standardized test fees, dual-enrollment costs,
and certain educational therapies.⁵ State tax treatment may differ, with some states taxing or penalizing withdrawals
treated as non-qualified.⁶
Unused assets can be reallocated to other beneficiaries or used for graduate programs, trade and vocational schools,
apprenticeships, and certain certification expenses.⁶

Up to $35,000 per beneficiary (lifetime) may also be rolled from a 529 into a Roth IRA, provided the 529 account has
been open for at least 15 years. Rollovers are not constrained by income limits, but 529-to-Roth rollovers are treated and
reported as Roth IRA contributions; therefore, they are subject to annual IRA contribution limits (e.g., $7,500 for tax year
2026) and therefore may take several years to complete.⁷

If Trump Account assets are not used for education, they may continue compounding and later be treated as (or transferred
into) a Traditional IRA upon adulthood, subject to applicable rules, with the option to convert to a Roth IRA. Unlike
529 accounts—which remain fully controlled by the account owner, and can even be repurposed to benefit other family
members—Trump Accounts will be fully owned and controlled by the child once they reach the age of 18.

In the example above, what if the Trump Account is transferred into a Traditional IRA and then converted to a Roth IRA
at age 19, instead of being used for education? If we assume that another account pays the ~$19,000 income tax bill for
the Roth conversion (assuming a 22% tax rate), the Trump Account could grow from $176,654 to $2,041,591 by age 60,
at which withdrawals would be income tax-free. Not a bad result for $91,000 of total contributions.

While less efficient for near-term education, Trump Accounts may better support long-term retirement goals, particularly
for children without earned income to fund an IRA directly.

Conclusion and next steps
There are a variety of accounts that can be used to help families give their kids a head-start on saving for college, spending,
or even retirement.

For families focused on maximizing after-tax growth potential for qualified education expenses, 529 plans appear to be
the most efficient and flexible option, as they offer tax-free growth and withdrawals for a broad set of education expenses,
high contribution limits, and the ability to change beneficiaries or roll over unused funds to a Roth IRA (subject to current
law and state rules).

For other long-term growth priorities, there are a variety of other account types that may be more suitable. To help families
weigh the pros and cons of different accounts—including Trump Accounts—we have added a table to the Appendix of
this report that summarizes their tax treatment, flexibility, and financial aid impact.

Ultimately, each family should determine their approach based on priorities, the child’s future plans, and the evolving tax
landscape. In many cases, a combination of accounts may offer the best balance of tax efficiency and flexibility.

Families should review their goals, evaluate scenarios, and consult financial and tax advisors to develop an appropriate
strategy. As with all tax-advantaged accounts, rules may change, making periodic review important.
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End notes
1

 Internal Revenue Service. (n.d.). One Big Beautiful Bill provisions. https://www.irs.gov/newsroom/one-big-beautiful-bill-provisions.
2

 IRC § 529(c)(2)(B). It is necessary to file a gift tax return to claim this treatment by making an accelerated gifting election on IRS Form 709, to be filed with your federal
tax return for the first tax year in which the accelerated gift is given. You cannot use the annual exclusion for gifts to this individual before the end of five calendar years,
but subsequent rounds (i.e., every five years) of accelerated gifting is permitted.
3

 Invest529. (n.d.). Tax benefits of 529 plans. https://www.invest529.com/529-basics/tax-benefits/.
4

 For Single tax filers in the 2026 tax year, the 12% marginal tax bracket covers taxable income from $12,400 to $50,400. See the CIO Global IM team's 2026 Tax fact
sheet for more details.
5

 US Internal Revenue Service. Tax Topic No. 313: Qualified tuition programs (QTPs). Retrieved May 14, 2026, from https://www.irs.gov/taxtopics/tc313
6

 The One Big Beautiful Bill Act (signed 4 July 2025) expanded qualified K–12 education expenses and increased the federal annual withdrawal limit from $10,000 to $20,000
per beneficiary, effective January 1, 2026. State tax conformity varies; at the time of writing, California, Colorado, Illinois, Michigan, Minnesota, Nebraska, New York, and
Oregon consider K-12 tuition payments to be non-qualified 529 distributions. As with other nonqualified distributions, these states may impose state income taxes and
penalties on 529 account earnings, and may require you to repay a share of the income deduction that you took on certain state and local taxes when you made the original
529 contribution. Check with individual plans and consult a tax professional for additional details.
7

 At this time, not all states allow 529-to-Roth rollovers. As the time of writing, California, DC, Indiana, Massachusetts, Michigan, Minnesota, Montana, Utah, and Vermont
have not approved such rollovers, and Arkansas, Colorado, Connecticut, Louisiana, Mississippi, and Missouri have unclear policies or are in the process of approving rollovers.
Check with individual plans and consult a tax professional for additional details.

529 Plans Disclaimer
529 Plans are sold via Program Descriptions (sometimes called Program Brochures), which contain detailed information
regarding the plan, risks, charges and tax treatment. Clients can obtain a free Program Description of their choice from
the investment management company sponsoring a 529 Plan or a Financial Advisor. Read the Program Description
carefully before investing.

529 College Savings Plans are issued by individual states. Tax implications, as well as investment choices, of 529 Plans
may vary significantly from state to state. Most states offer their own tuition programs which may provide advantages
and benefits exclusively for their residents and taxpayers. By contributing to the plan issued by the state in which the
client is a resident, clients may gain state, as well as federal, income tax advantages. However, taxes are only one
issue to consider. Different 529 Plans impose different fees, offer different investment approaches, and have a range
of past performance records. Withdrawals not used for qualified education costs will trigger state and federal tax as
well as withdrawal penalties. The ability to withdraw earnings free of federal taxes may be affected by changes in the
tax exemptions. Neither UBS Financial Services nor its Financial Advisors provide tax or legal advice. Clients should be
advised to contact their personal tax and/or legal advisors regarding their individual situations.
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Account type 
Legal owner / 

control 

Earned 
income 

required? 
Primary purpose 

Tax treatment (growth 
& withdrawals) 

Flexibility of use FAFSA / financial-aid impact 

529 College Savings 
Plan (parent-owned) 

Parent is account 
owner; beneficiary 
can be changed 

No Education 
Tax-free growth and 

withdrawals for qualified 
education expenses 

Education-focused but 
increasingly broad 

(college, grad school, 
K-12, credentials, 
apprenticeships) 

 Considered a parent asset (up to 5.64% assessed). Qualified 
withdrawals do not count as student income.  

529 College Savings 
Plan [non-parent-owned 

(e.g., grandparent)] 

Owner controls; 
beneficiary can be 

changed 
No Education 

Same tax treatment as 
above 

Same as above 
 Asset not reported on FAFSA, distributions do not count as student 

income under FAFSA (but may be flagged by other aid programs). 

Custodial Roth IRA 
(“Kid Roth”) 

Child owns; adult 
custodian controls 

until majority 
Yes Retirement 

Contributions after tax; 
qualified retirement 
withdrawals tax-free 

Long-term retirement 
only 

Not reported as an asset on FAFSA; however, distributions count as 
student income, which can heavily reduce aid if taken during college years. 

Custodial Traditional 
IRA (“Kid IRA”) 

Child owns; adult 
custodian controls 

until majority 
Yes Retirement 

Tax-deferred growth; 
withdrawals taxed as 

income 

Long-term retirement 
only 

Asset not reported; withdrawals treated as student income, often highly 
adverse for aid. 

Trump Account 
Child owns; adult 
custodian controls 

until majority 
No 

Education and/or 
long-term savings 

Tax-deferred growth; 
taxable distributions; 
education exceptions 

apply 

More optionality than 
529, less than custodial 

FAFSA guidance still evolving. Likely treated as a parent asset while 
controlled by parent; distributions may count as income depending on 

use and structure.  

Custodial brokerage 
(UTMA/UGMA) 

Child owns; adult 
custodian controls 

until majority 
No Any purpose 

Taxable dividends/capital 
gains (kiddie tax may 

apply) 
Very broad 

Counted as a student asset (assessed at up to ~20%). Dividends/capital 
gains count as student income, often materially reducing aid eligibility. 

Coverdell ESA 
Typically adult 

controls for child 
No Education 

Tax-free growth for 
qualified education 

expenses 

Education-focused (with 
contribution limits) 

Generally treated like a parent-owned 529 when parent-controlled; 
favorable relative to student assets. 

ABLE account (if 
beneficiary qualifies) 

Beneficiary / 
authorized 
individual 

No 
Disability-related 

support 

Tax-advantaged for 
qualified disability 

expenses 

Restricted to qualified 
disability expenses 

Excluded up to certain thresholds for federal aid; interactions with 
need-based aid and benefits can be complex. 

Trust for a minor 
(irrevocable) 

Trustee controls per 
trust terms 

No 
Varies by trust 

design 
Depends on trust taxation Highly customizable 

Treatment varies: often reported as a student asset if funds are available for 
support; distributions may count as income. Requires careful drafting. 

Standard taxable 
brokerage 

(parent-owned, 
earmarked for child) 

Parent owns No Any purpose Taxable Very flexible 
Parent asset on FAFSA; more favorable than student-owned assets, but no 

education tax benefits. 

Appendix: Child savings vehicles overview 

Source: IRS, studentaid.gov, UBS. For illustration purposes. 

1659423_0aa08f62-3a13-4875-90ab-35a6c0e4aa22.pdf
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Important information
Disclaimer
This material is published solely for informational purposes, may be distributed only under such circumstances as may be
permitted by applicable law, and is not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. This information is general in nature and does not take into account the specific investment objectives,
financial situation or particular needs of any recipient.
All information and opinions represent our current views on the topics covered which are based, in part, on information
and data obtained from third party and/or publicly available sources. While we believe those sources to be reliable, no
representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to
UBS and its affiliates) of that information.
The information presented is not intended to be a complete statement or summary of the securities, markets or developments
referred to in the materials. It should not be regarded by recipients as a substitute for the exercise of their own judgment. Any
opinions expressed in this material are subject to change without notice and may differ or be contrary to opinions expressed
by other business areas or groups of UBS as a result of using different assumptions and criteria. UBS is under no obligation to
update or keep current the information contained herein.
Cautionary statement regarding forward-looking statements. This report contains statements that constitute “forward-
looking statements”, including but not limited to statements relating to the current and expected state of the securities
market and capital market assumptions. While these forward-looking statements represent our judgments and future
expectations concerning the matters discussed in this document, a number of risks, uncertainties, changes in the market,
and other important factors could cause actual developments and results to differ materially from our expectations. These
factors include, but are not limited to (1) the extent and nature of future developments in the US market and in other
market segments; (2) other market and macro-economic developments, including movements in local and international
securities markets, credit spreads, currency exchange rates and interest rates, whether or not arising directly or indirectly from
the current market crisis; (3) the impact of these devel-opments on other markets and asset classes. UBS is not under any
obligation to (and expressly disclaims any such obligation to) update or alter its forward-looking statements whether as a
result of new information, future events, or otherwise.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors.
The two sources operate independently and may therefore have different recommendations. The various research content
provided does not take into account the unique investment objectives, financial situation or particular needs of any specific
individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of
UBS AG and an affiliate of UBS International Inc.
About Our Wealth Management Services
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities
and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and
brokerage services. Investment advisory services and brokerage services are separate and distinct, differ in material ways and
are governed by different laws and separate agreements. It is important that investors understand the ways in which UBS
conducts business, that they carefully read the agreements and disclosures that UBS provides to them about the products
or services offered. A small number of UBS financial advisors are not permitted to offer advisory services to you, and can
only work with investors directly as UBS broker-dealer representatives. Your financial advisor will let you know if this is the
case and, if you desire advisory services, will refer you to another financial advisor who can help you. UBS' agreements and
disclosures will inform investors about whether we and our financial advisors are acting in our capacity as an investment
adviser or broker-dealer. For more information, please see www.ubs.com/workingwithus. In providing financial planning
services, UBS may act as a broker-dealer or investment adviser, depending on whether we charge a fee for the service. The
nature and scope of the services are detailed in the documents and reports provided to you as part of the service.
© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS
Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
This document constitutes sales and education content, not a research report, and it is not developed or held to the standards
applicable to independent research.
Purpose of this document: This report is provided for informational and educational purposes only. It should be used solely
for the purposes of discussion with your UBS Financial Advisor and your independent consideration. UBS does not intend this
to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action.
Personalized recommendations or advice: If you would like more details about any of the information provided, or
personalized recommendations or advice, please contact your UBS Financial Advisor.
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Conflicts of interest: UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts
(including retirement accounts) and we will receive compensation from you in connection with investments that you make, as
well as additional compensation from third parties whose investments we distribute. This presents a conflict of interest when
we recommend that you move your assets to UBS from another financial institution or employer retirement plan, and also
when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the ‘Your
relationship with UBS’ booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.
Important information about brokerage and advisory services: As a firm providing wealth management services
to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered investment
adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage
services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It
is important that you understand the ways in which we conduct business and that you carefully read the agreements and
disclosures that we provide about the products or services we offer. For more information, please review client relationship
summary provided at ubs.com/relationshipsummary.
Important additional information applicable to retirement plan assets (including assets eligible for potential
rollover, distribution or conversion): This information is provided for educational and discussion purposes and are not
intended to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action
(including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not intend (or agree) to act in a fiduciary
capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation as to the
advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation
Letter to you provided by your UBS Financial Advisor after a review of detailed information that you provide about your plan
and that includes the reasons the rollover is in your best interest. UBS and your UBS Financial Advisor do not provide rollover
recommendations verbally.
With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at
ubs.com/irainformation which outlines the many factors you should consider (including the management of fees and costs of
your retirement plan investments) before making a decision to roll out of a retirement plan. Your UBS Financial Advisor will
provide a copy upon request.
No tax or legal advice: UBS Financial Services Inc., its affiliates, and its employees do not provide tax or legal advice. You
should consult with your personal tax and/or legal advisors regarding your particular situation.
Financial planning services: In providing financial planning services, we may act as a broker-dealer or investment adviser.
When we act as investment adviser we charge a separate fee for the service and enter into a written agreement with you. The
nature and scope of the services are detailed in the documents and reports provided to you as part of the service.
Insurance and related products: Insurance and annuity products are issued by unaffiliated third-party insurance companies
and made available through insurance agency subsidiaries of UBS Financial Services Inc. Guarantees are based on the claims-
paying ability of the issuing insurance company.
Long-term care insurance has certain exclusions, limitations, reduction of benefits, and terms under which a particular policy
may be continued or discontinued. For costs and complete details of coverage, please contact your financial advisor.
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