

Financial Planning for Childfree Couples


More and more Americans are choosing to be childfree. They actively choose not to have children, possibly for financial reasons, but more typically because they feel the lifestyle is not for them. They don't have children now and don't intend to have them in the future.

How large is that population? A Pew Research Center study found the trend growing: 44% of non-parents between 18 and 49 indicated it wasn't too likely or likely at all that they would someday have children – compared to 37% just three years earlier. 
 
As for older Americans, the U.S. Census Bureau showed 15.2 million adults aged 55 and older to be childless in a report published in 2021, using 2018 data. That represents nearly 1 in 6 of that age group, or 16.5%. 

The formal terminology used around childbearing status may sound confusing. For example, compared with "childfree," "childless" is used for people who have no kids now but might in the future. Some studies differentiate between biological versus stepchildren or foster children. Regardless of how terms are defined, for our purposes, we are looking at the financial planning needs of couples who don't have the responsibility for young people to factor into their plans.

Childfree couples might be expected to care for aging parents or other dependent family members. After all, they have extra time and resources since they have no children of their own. In that case, that responsibility would have to be figured into your planning. 
 

How Being Childfree Can Affect Financial Planning

Financial strategies for childfree couples will reflect different spending and savings goals from couples with children. They're not focused on accumulating wealth to pass on to the children. Nor are they worried about paying for college or moving up to a larger house to fit a growing family.

The differences tend to focus on four distinct areas:


· Greater availability of resources at their disposal. Not having to raise and educate children can lead to different priorities, such as spending on their current lifestyle or saving more aggressively for retirement.

· No need for life insurance to provide financial protection for dependents. However, there may be other reasons to purchase life insurance.

· A higher priority on long-term care and disability insurance. The priority reflects the "who will care for you" concern that can come from not having children to provide that care.

· A different attitude toward leaving a legacy. Childfree couples may leave their wealth to philanthropic causes or spend it during their lifetimes instead of building generational wealth as parents and grandparents.

Most financial planning is built around having a family. If you are in discussion with your financial planner and are a childfree couple, be sure that your uniqueness is considered. Following are ten aspects of planning where being childless merits special attention.
 

Estate Planning

Childfree couples face unique estate planning challenges. They may want to spend or gift their money during their lives instead of leaving it to children or grandchildren. Such a "die with zero" approach requires careful monitoring to ensure enough cash to cover unknowable lifetime spending needs. Alternatively, they may set up legacy-building charitable contributions to distribute all excess wealth upon the second spouse's death. In discussions with your financial planner, refining your vision for legacy and identifying any people and causes you'd like to support is essential. 

Wills and Trusts. Without children, you often have more flexibility in directing your assets to other family members, friends or charitable organizations. You might create trusts for nieces, nephews or relatives to manage assets efficiently. For example, you might want to pass an estate on to an individual for limited uses and then gift the remainder to a charity after the individual dies. The most crucial step is to have a will and plan to direct asset distribution, especially when you have no surviving spouse. 

Beneficiaries. With no direct descendants, you may need to think more broadly about beneficiaries, including siblings, extended family, friends and charities for your retirement accounts, insurance policies and other assets.

Executors and Trustees. Without any immediate relatives, you might consider using a reliable and trustworthy individual or institution – an impartial professional trustee and fiduciary – as your executor. (The same may be used for your durable power of attorney and medical proxy.) Doing so might provide the added benefit of avoiding potential conflicts among distant relatives.

Charitable Giving. You don't have children as default beneficiaries, nor the drive to build generational wealth. You may find greater satisfaction in building your legacy through charitable contributions, establishing philanthropic trusts or setting up donor-advised funds. 


Healthcare Planning

The U.S. medical system is set up to deal with next of kin. While both spouses are alive, they serve as kin for one another. But once one spouse dies, the surviving spouse is left without the "go-to" that hospitals typically seek out for information: the kids. The best strategy is to have all the appropriate documents in place and to keep them updated in case of any changes.

Healthcare Proxy. A healthcare proxy, or power of attorney for healthcare, designates a trustworthy person to decide on your behalf when incapacitated. In place of an adult child, you may choose friends, extended family members or professional fiduciaries to fill that role. You'll want to discuss your preferences with them in advance so they can make the best medical decisions for you.

Living Will. A living will identifies your wishes if you are on life support or have a terminal condition. It gives your agent clear instructions regarding medical treatment and end-of-life care. 


Financial Management

Knowing which spouse in a couple will pass first is virtually impossible. Specific instruments can be implemented to make it less stressful for the surviving spouse or, eventually, the following designated party to deal with financial matters.

Durable Power of Attorney for Finances. This document designates a reliable person – possibly a professional advisor or fiduciary – to handle financial affairs if you cannot. A power of attorney provides that right under normal circumstances, but a durable power of attorney is required once you are incapacitated. 

Joint Accounts and Titles. You will want to structure financial accounts and property titles to ensure seamless access and management by your surviving spouse or designated individual.

Long-Term Care Insurance. As a childfree couple, you may prioritize your potential care needs since you have no children to provide informal care. One or both of you may need such care. According to the U.S. Department of Health and Human Services, a 65-year-old has a 70% chance of eventually needing long-term care. If you have opted not to buy life insurance, you cannot get your long-term care through a policy rider. One alternative may be to face the high cost of traditional long-term care insurance, buying it early enough to guarantee insurability. Another is to self-insure by building sufficient savings to hire professionals to help you with at-home care, assisted living facilities and funeral costs later in life. Your financial advisor can help you keep those savings in controlled-risk assets with lower volatility and greater liquidity so they're readily available when needed.  


Disability and Incapacity Planning

Childfree couples may feel they lack a support system to and through their retirement. While having children does not guarantee support, psychologically, it provides some comfort. As a result, childfree couples often shift their insurance priorities from life insurance to disability insurance. The lifestyle changes and costs associated with a disability that affects one spouse's income can significantly impact the couple's finances. For example, projected Social Security retirement benefits can fail to materialize if one spouse can no longer work. Even receiving Social Security Disability Insurance (SSDI) will unlikely compensate for the loss.


Retirement Planning 

For childfree couples, planning and saving for retirement does not depend on when the kids leave home or when college costs are paid. They also may not view retirement as when they'll finally have the time and money to enjoy everything they put off. They typically have more flexibility. A financial planner can help them explore the lifestyle they want, define their priorities, and allocate assets as required.  

Income Streams. As part of planning for sufficient income during retirement, you may ensure multiple income streams, including life-long income. This reassurance may compensate for not having children to rely on (although having children is no guarantee of available support).

Social Security Benefits. As with any other couple, you'll want to understand how to maximize the amounts recorded on your work records and the best timing strategy for claiming benefits. You will want to factor in spousal benefits to optimize how much is paid to each spouse and to the surviving spouse when the time comes. 

Investment Strategy. Working with your financial planner, you will want to adopt an investment strategy that protects against inevitable market volatility while being aggressive enough to generate the long-term resources needed to finance your selected lifestyle. The goal is financial security. However, instead of leaving significant financial bequests to family, you may prefer to use and gift your money throughout your life, leaving any excess to the charity or organization of your choice.


Tax Planning

Most retirement savings funds are designed to pass the money on to future generations with preferential taxation, such as the unrealized gains in 401(k)s and other estate components. 

A childfree couple may plan to donate to charity to lessen the tax burden. However, if they plan to spend the money in their estate, they will face paying taxes on unrealized gains, for example. The alternative is to work with a retirement and estate planner familiar with the childfree lifestyle to minimize estate taxes and maximize asset transfer. A tax specialist can help manage taxable income and deductions while you earn, as well as reduce taxation on assets as you spend in retirement.


Emergency Preparedness

Life has a way of throwing curve balls, whether you are a childfree couple or not. Couples will want an emergency fund to cover unexpected expenses and avoid having to withdraw funds from investments and savings at less-than-optimal times. All couples will also seek comprehensive insurance coverage for health, property and liability to protect their nest eggs from being decimated.

As a childfree couple, differences may come with long-term care and disability insurances, as described earlier. As for life insurance, a policy may cover your spouse as a beneficiary, plus any outstanding debt or anyone – including a parent – who relies on your income.


Philanthropy and Legacy

Childfree couples and couples with children alike care about how they are remembered. The importance of "legacy" may vary but, as long as resources exceed those needed, giving to others often plays a vital role in planning.


Regular Review and Updates

Almost everything changes with time, and the financial planning process is not "one and done." As childfree couples work through the various aspects of planning, they must circle back to earlier decisions and actions to keep them current. Frequent reviews will keep financial and estate plans relevant and allow them to reflect changes to personal circumstances, health and financial situation. 


Legal and Ethical Considerations

Childfree couples and couples with children will want to develop a team of trusted professionals to help them navigate the more complicated parts of planning. Attorneys can draft and review legal documents, and financial planners can ensure that the plans reflect the unique situation of childfree couples. Lastly, as a childfree couple, you will want to make thoughtful and ethical decisions as you appoint proxies, agents and beneficiaries to avoid conflicts among non-immediate family members. 
Bill Harris, CFP®, RMA® is a Master Elite Ed Slott Advisor and author of ‘Inheriting Your Spouse’s IRA’. He is President of WH Cornerstone Investments, a financial advisory firm located in Duxbury, MA. Learn more at https://whcornerstone.com/.




