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You've probably heard about the wealth gap and generational wealth, but here's a number for you: There's a $200 billion annual gap between Black and white recipients of inheritances, according to a 2021 McKinsey Global Institute report, The Economic State of Black America. According to the report, Black families are also less likely to receive an
inheritance.But Black financial advisors say there are ways to change the situation. They offer suggestions on how to start investing now to build wealth for future generations.When assets are passed down across multiple generations, that's often referred to as generational wealth. What type of assets? Think property, a Roth IRA account, a 401(k),
life insurance, stocks and bonds, or anything else that has monetary value.Support the social and environmental initiatives you believe in, all while building your portfolio.Investing is one way to build wealth, but not everyone has the resources or confidence to do so.A 2021 Wells Fargo/Gallup Investor and Retirement Optimism Index survey found that
Black investors' risk tolerance is below average. Of the Black investors who responded to the survey, 54% said they are most comfortable taking on "only a little risk" compared with 47% of all investors.Systemic racism and long-standing economic disparities are also barriers to entering the financial system, says Ayesha Selden, a Philadelphia-based
certified financial planner, economic activist and entrepreneur."Most of us didn't grow up in homes where wealth was talked about. Investments, mutual funds, stocks weren't talked about. How do you pick a stock?" Selden says.If fear is something that's holding you back, exploring your money mindset and implementing some of the strategies below
may be helpful.Chelsea Ransom-Cooper, a New York City-based CFP and managing partner of Zenith Wealth Partners, suggests you start your journey by learning what tools are available and then choosing which work best for you.For example, if you have a workplace retirement plan, you might have access to a 401(k), and if you're an entrepreneur,
it might be a SIMPLE IRA.Ransom-Cooper says that understanding these retirement plans isn't always the easiest feat."There's a learning curve for these things. I think traditionally unfortunately Black people have always been kind of last to learn about these things, where we see white families have been using these for decades, she says."Now, I
think millennials and Gen Z are really educating themselves on what these resources and these tools are, and how they can be impactful for their own financial journey."Malik S. Lee, CFP and founder of Felton & Peel Wealth Management in Atlanta, says company retirement plans are "low-hanging fruit." According to Lee, 401(k)s are a simple way to
get started, no matter what your financial situation is."If you are a beginner to building wealth or you are living paycheck to paycheck, saving via your 401(k) is the most efficient way to save because your money is going in pre-tax," he says.And, he says, don't forget to get the company match."If your job is going to match you dollar for dollar up to,
let's say 5%, that's a 100% guaranteed rate of return."Once you know what vehicles you want to use, it's time to develop an investing strategy. To do this, Ransom-Cooper says people should figure out what their goals are and whether they want to take an active or passive approach toward investing.Determine whether you want to learn how to invest
in stocks and research different companies, or if you would instead prefer to use a robo-advisor and let an algorithm do the research and investing for you, Ransom-Cooper says.Another critical piece is knowing what drives you to build generational wealth, she says."I can give clients a financial plan, but if it doesn't actually motivate them and it's not
aligned with their core values and their interests, it's not actually going to work," she says.Having a strategy will get you on the road to generational wealth, but you need consistency to keep you there, Lee says.He suggests deciding how often you're going to contribute to your investing goals and automating contributions to your investments or
retirement accounts.Being consistent might be challenging if you have other financial responsibilities, such as taking care of your family.Of the investors surveyed by Gallup, 69% of Black investors provided "significant or routine financial help" to at least one friend or family member in the past few years, compared with 57% of U.S. investors as a
whole.Selden says people sometimes feel financially responsible for loved ones, especially if they're the first person in the family to earn a decent income, but that leaves them with less to put toward their investment goals."Our priorities should be three things, and those three things should be self, family, community in that order," she says.All of the
hard work put into investing can be threatened without an estate plan."I'm talking about making sure your beneficiaries are right, making sure things are titled correctly, [and] making sure documentation is in place," Lee says.Taking these steps will ensure the assets you leave behind are easily accessible, and heirs aren't racking up legal fees trying
to gain access, Lee says.After you've dedicated time and resources to building wealth, you can share the knowledge with your loved ones.Ransom-Cooper says young Black investors are doing just that."We talk about lifting as you climb, but they're also lifting up to their parents and to their older family members trying to educate them on the tools
that are available." In a relay race, any runner will tell you that handoffs are the difference between winning and losing. If you cant move the baton smoothly from one person to the next, you dont stand a chanceno matter how fast you are! When it comes to building wealth, you have your own handoff to manage. You need to start thinking about how
youll pass your wealth to the next generation today. After all, the latest studies show that 10 out of 10 people are going to die someday. No one gets out of this life alivenot even you! Whether youre the first person in your family to pass on generational wealth or youre next in line to inherit it, the steps you take right now can give your family the
opportunity to embrace your legacy and build on it long after youre gone. What Is Generational Wealth? Generational wealth includes all the assetsthings like investments, real estate, cash and anything else that has financial valuethat are passed down from one generation of a family to the next. But generational wealth isnt just about the physical
stuff. Just as important (and probably even more important) are the things you pass on that you cant see or touchlike wisdom, values and habits that help shape the character of the generation who will inherit the wealth. You cant put a price tag on characterthats the secret sauce that really helps you and your loved ones handle the responsibility of
managing generational wealth so it lasts. Why Is Generational Wealth Important? The Bible tells us families are called to manage wealth for Gods glory, and its a good thing to pass that wealth down to the next generation. Proverbs 13:22 (NK]JV) says, A good man leaves an inheritance to his children's children. But remember, your wealth isnt the only
thing being passed down once youre gone. The responsibility to manage that wealth is passed down to the next generation too. Unfortunately, were not doing a great job of setting up the next generation for that responsibility. In fact, only one-third of families succeed in maintaining their wealth into the next generation. And get this: 9 out 10 wealthy
families lose all their wealth by the third generation.1 That is nuts. This happens for a lot of reasons, but its mainly because folks are afraid to actually talk about money and teach their kids how to manage it well. Its time to break the cycle! Make no mistake, generational wealth is not about consumption or materialism. Its not about piling up so much
money and stuff that your kids can just sit around and do nothing for the rest of their lives. When viewed from a proper perspective, generational wealth is about expanding Gods kingdomits about changing your family tree forever and making the world a better place for generations to come. Now thats something worth getting excited about! How to
Build Generational Wealth Before you can pass down generational wealth, you first have to build wealth! Remember, building wealth is a marathon, not a sprint. Its a process that takes time, intentionality and consistency. And there are no shortcuts, people. Ready to build generational wealth that lasts? Heres how: 1. Create a Firm Financial
Foundation Before you can really start building wealth, you need to lay a solid foundation to build that wealth on. And that means you need to get out of debt (everything except the house) and save up an emergency fund of 36 months of expenses before you start investing for the future. Like building a house on a pile of sand, trying to build wealth
with debt payments or a lack of savings is a VIP invitation for disaster. When the storms of life come (and they will come), having no debt and an emergency fund in place will keep you from having to start over again and again. Dont skip this step! 2. Invest 15% of Your Income for Retirement Heres where the fun starts! Now that youve freed up your
greatest wealth-building toolthats your incomefrom debt payments, you can start investing for retirement. Research has shown that the greatest indicator of retirement success is your savings rate.2 In other words, those who consistently save and invest money every month are more likely to have enough money saved for retirement. What a concept!
Invest 15% of your gross income in good growth stock mutual funds inside tax-advantaged retirement accounts like your 401(k) and Roth IRA. When you do that for 20 to 30 years, youll have enough wealth to live comfortably in retirement and pass it on to the next generation. And its always a good idea to work with an investment professional to help
you choose the right investments for your retirement portfolio. 3. Pay Off Your House Early Take a moment to imagine life without a mortgage payment. Sounds amazing, right? After all, the average monthly mortgage payment is more than $1,600.3 Imagine being able to save and invest your entire mortgage payment into your retirement accounts
every month or using that money to start investing in real estate. According to The National Study of Millionaires, the average millionaire pays off their home in 10.2 years. These folks understood that if they wanted to take their investing to another level, getting rid of that mortgage payment was the key! You can use our mortgage payoff calculator to
figure out how fast you can pay off your house by making extra payments on your mortgage. 4. Teach Your Kids About Money Remember that generational wealth isnt just the money and stuff you leave behind for your kids. Its also about the knowledge, wisdom and skills you pass down to them too. You can teach them by talking about money in
everyday conversations, sharing where youve messed up, and modeling wise behavior with money. When you look back, youll find that one of the greatest gifts you could ever give your kids is preparing them to thrive as adults. And the truth is you can start teaching your kids about money from an early age and show them how to spend, save and give
as they grow older. If you want to learn more, Dave and his daughter Rachel Cruze talk about how to make the generational handoff in their best-selling book,Smart Money Smart Kids. How to Pass on Generational Wealth Now its time to talk about making that smooth handoff to the next generation. Dont tune out here! Weve seen too many families
neglect this step and end up creating nothing but chaos and confusion. And before long, that generational wealth winds up becoming a curse instead of the blessing it was meant to be. Here are a few ways to make sure you pass on your generational wealth without a hitch: 1. Write a Will Everyone over the age of 18 needs a will. And when we say
everyone, we mean everyone. It doesnt matter if youre married or single. It doesnt matter if you have kids or a bunch of cats running around the house. You need a will. A will is a legal document that describes exactly how you want your assets (like your house, your investments and other things you own) to be handled after you die. Wills are state-
specific, which means youll need to write a new one if you move to a different state. And married couples: If you want to save some time, you can get a mirror will which includes two nearly identical wills that are signed individually by each spouse. Dont put this off, people. If you dont have a will, you cancreate your own willonline with RamseyTrusted
provider Mama Bear Legal Forms today! The process can be finished in less than 20 minutes, so what are you waiting for? 2. Set Up an Estate Plan Estate planning is simply the process of figuring out what will happen to everything you own after youve passed away.Writing out a will is part of that, but if your net worth is more than $1 million, then
you might need to consult an estate planner to help make sure all your ducks are in a row. A good estate planner can help folks navigate through more complex estate situations. They can also show you how to minimize your federal estate tax hit so youre not paying Uncle Sam more than you have to. 3. Put Together a Legacy Drawer A legacy drawer
is a special place where you keep important documents your family will need if something happens to you. What should you put in your legacy drawer? Here are a few things to include: Your will and estate plans Financial account information Funeral instructions Insurance policies Tax returns Account passwords A copy of your monthly budget
Personal letters to loved ones Every two weeks, the Ramsey Investing Newsletter will send you practical insights, easy-to-use resources, and the latest investing news. All explained in plain English. How Is Generational Wealth Transferred After Death? In most cases, generational wealth is passed on from one generation to the next through an
inheritance. An inheritance can include pretty much anything thats part of your estate (thats all the stuff you own that has monetary value), from cash and investments to cars and jewelry. Its important to remember that inheritances worth above a certain amount are taxed by the federal government. Anyone with an estate worth more than $12.06
million will have to pay the federal estate tax, which is a tax on the transfer of a persons property after their death.4 And then there are inheritance taxes, which are imposed on your loved onesafterthey inherit your stuff. While theres no federal inheritance tax, six states currently have one on the books. But the good news is that many
beneficiariesincluding husbands, wives, children and grandchildrenare usually exempt from paying any inheritance taxes.5 With generational wealth and taxes, things can get pretty complicated. Thats why you should alwaysconnect with a tax pro you can trust. Transferring Generational Wealth During Life While most generational wealth is
transferred once the previous generation passes away, you dont have to wait until death to start the handoff. In fact, there are several ways you can change your family tree and transfer wealth while youre still alive and kicking. 1. Save for Kids Educational Expenses One of the best ways you can set up the next generation for success is to help them
graduate from college debt-free. By saving up a little money each month in an Educational Savings Account (ESA) or 529 plan, you could have thousands of dollars saved up for your children (or even your grandchildren) by the time they graduate from high school. Thats a big deal! 2. Make Financial Gifts Want to help Junior save up a down payment
for his first home? Or maybe you want to cover the cost of Sallys future wedding? The good news is that families can give up to $16,000 per personor $32,000 per couplewithout having to pay federal gift taxes in 2022.6 So, for example, lets say you and your spouse have two children. That means you could give the kids up to $64,000 this yearand you
can keep doing that every year without getting a tax bill from Uncle Sam. 3. Pass On Your Knowledge Like we mentioned earlier, generational wealth isnt just about money. Its about passing on the knowledge and wisdom that will help them manage that wealth well and pass it on for generations to come. And there are dozens of ways you can do that
right now! You can go through Financial Peace University together with your kids. Set up a monthly coffee date or weekly family Bible study to talk about life and faith. You can hand down some of your favorite books and read through them together. Get creative! Connect With an Investing Pro Today Just think about it: You can be the one who
changes your family tree forever. That should give you goosebumps! If you want to learn more about how to be a blessing for generations to come, then you need to get connected with an investment pro. The SmartVestor program can connect you with up to five investment professionals in your area who can help you get intentional about saving. It's
never too late to get started! Find your financial advisor today! This article provides generalguidelines about investingtopics. Your situation may beunique. To discuss a plan for your situation, connect with aSmartVestorPro.RamseySolutions is a paid, non-clientpromoter ofparticipating Pros. Generational wealth refers to financial assets passed from
one generation of a family to another. Those assets can include cash, stocks, bonds, and other investments, as well as real estate and family businesses. In recent years, generational wealth has become a focal point in discussions about the racial wealth gap and the increasing concentration of wealth in the U.S. because it plays a substantial role in
both. Generational wealth refers to assets passed from one generation of a family to the next.In some cases, assets are transferred after death in the form of an inheritance. In others, they are passed to the next generation while the giver is still alive.Generational wealth contributes to both the wealth gap between rich and poor in the U.S. and the
wealth gap among races. The bulk of generational wealth is passed down at death as an inheritance. For most American families, inheritances are relatively modest. Between 1995 and 2016, for example, more than 55% of inheritances were under $50,000. At the other end of the wealth spectrum, only 2% of inheritances exceeded $1 million. While
small in number, however, 2% of inheritances accounted for more than 40% of all the money that was passed down; the 55% majoritys share added up to less than 6%. The federal government taxes inheritances above a certain amount in the form of an estate tax. In addition, some states also levy an estate tax or an inheritance tax. An estate tax is
paid by the estate, while an inheritance tax is borne by the individual heirs. Most inheritances in the U.S. fall below the threshold for incurring federal estate taxes, which is $13.61 million for 2024. The federal government does not impose an inheritance tax. State estate and inheritance taxes also affect very few families. To begin with, only 12 states
plus the District of Columbia have an estate tax. The states are Connecticut, Hawaii, Illinois, Maine, Maryland, Massachusetts, Minnesota, New York, Oregon, Rhode Island, Vermont, and Washington. All of them exempt at least the first $1 million in assets, and some set the exemption considerably higher. Seventeen states and the District of Columbia
have inheritance or estate taxes; only Maryland has both. Those taxes can vary by income level and the heirs relationship to the deceased. Money passed from spouse to spouse is not taxed. Wealthy families have ways to lessen the burden of estate or inheritance taxes, through trusts and other legal means. A generation doesnt always have to die off in
order to enrich its heirs. Families can transfer much of their wealth in other ways. These include: In 2024, families can pass along $18,000 per person, or $36,000 per couple, in money or property without incurring federal gift taxes. For example, a couple with four children could give the kids $144,000 tax-free in 2024 and continue their gifts in future
years. A common intergenerational gift, even among families of moderate means, is helping with the down payment on a younger persons first home. Money that one generation pays for anothers education is also a common way wealth is transferred. By paying tuition directly to the educational institution, one is exempt from gift taxes. Room and
board, books, and other expenses are not exempt. As with tuition, eligible medical expenses paid directly to the provider are excluded from gift taxes. In the United States, a survey from the Federal Reserve shows that the top 10% of the population holds 74% of the countrys wealth, while the bottom 50% holds just 2%. A major reason for that
disparity is the transfer of wealth from generation to generation. A 2018 analysis by the Federal Reserve reported that the bulk of intergenerational transfers are flowing to families that already have substantial resources. It found that nearly 40% of intergenerational transfers went to households in the top 10% of the population in terms of income,
while only about 20% went to families in the bottom 50%. Furthermore, more than 50% of intergenerational transfers went to the top 10% in terms of wealth, while only 8% went to the bottom 50%. The Federal Reserve estimates that 72% of the wealth held by the wealthiest 10% can be attributed to intergenerational transfers. Other types of
intergenerational wealth transfers may come into play here. For example, education is highly correlated with greater earning power and wealth. Thus, a family that can afford to pay for the next generations college education is giving them an edge in accumulating more wealth of their own. The Great Gatsby Curve illustrates the relationship
betweenincome inequalityin a country andthe potential for its citizens to achieve upward mobility. Graphs that depict these two variables suggest a strong positive correlation between inequality and a lack of upward advancement from one generation to the next. The 2022 Survey of Consumer Finances by the Federal Reserve documents racial
disparities in financial well-being in the country. According to the report, the average White family had approximately six times as much wealth as the average Black family and five times the average Hispanic family. The median wealth for White families in 2022 was $287,000. For Black families, it was $45,000. For Hispanic families, it was $61,000.
According to the St. Louis Fed, the large gap between White and Black families is a result of historical practices and policies that "systematically stripped wealth from Black families and facilitated wealth building among White families." The report goes on to specifically state that "because of continued barriers and the intergenerational nature of
wealth, it is very difficult for individuals or families to overcome the gaps." Generational wealth can take many forms, but it is often built through investing in stocks and bonds, owning real estate, starting a business, or a combination of all of those. Smart estate planning can also help make sure that generational wealth isn't diminished through taxes
that would otherwise be avoidable. The Internal Revenue Service defines gifts as "Any transfer to an individual, either directly or indirectly, where full consideration (measured in money or money's worth) is not received in return." Currently, the federal estate tax ranges from 18% to 40% of the taxable amountin other words, the amount that exceeds
the exemption. American families can pass wealth from one generation to the next through inheritances and other means, often with no tax implications. Critics maintain that the transfer of generational wealth exacerbates inequality in the U.S., creating both a gap between wealthy Americans and the rest of the population and between White
Americans and members of racial minority groups. Generational wealth refers to financial assets passed from one generation of a family to another. Those assets can include cash, stocks, bonds, and other investments, as well as real estate and family businesses. In recent years, generational wealth has become a focal point in discussions about the
racial wealth gap and the increasing concentration of wealth in the U.S. because it plays a substantial role in both. Generational wealth refers to assets passed from one generation of a family to the next.In some cases, assets are transferred after death in the form of an inheritance. In others, they are passed to the next generation while the giver is
still alive.Generational wealth contributes to both the wealth gap between rich and poor in the U.S. and the wealth gap among races. The bulk of generational wealth is passed down at death as an inheritance. For most American families, inheritances are relatively modest. Between 1995 and 2016, for example, more than 55% of inheritances were
under $50,000. At the other end of the wealth spectrum, only 2% of inheritances exceeded $1 million. While small in number, however, 2% of inheritances accounted for more than 40% of all the money that was passed down; the 55% majoritys share added up to less than 6%. The federal government taxes inheritances above a certain amount in the
form of an estate tax. In addition, some states also levy an estate tax or an inheritance tax. An estate tax is paid by the estate, while an inheritance tax is borne by the individual heirs. Most inheritances in the U.S. fall below the threshold for incurring federal estate taxes, which is $13.61 million for 2024. The federal government does not impose an
inheritance tax. State estate and inheritance taxes also affect very few families. To begin with, only 12 states plus the District of Columbia have an estate tax. The states are Connecticut, Hawaii, Illinois, Maine, Maryland, Massachusetts, Minnesota, New York, Oregon, Rhode Island, Vermont, and Washington. All of them exempt at least the first $1
million in assets, and some set the exemption considerably higher. Seventeen states and the District of Columbia have inheritance or estate taxes; only Maryland has both. Those taxes can vary by income level and the heirs relationship to the deceased. Money passed from spouse to spouse is not taxed. Wealthy families have ways to lessen the burden
of estate or inheritance taxes, through trusts and other legal means. A generation doesnt always have to die off in order to enrich its heirs. Families can transfer much of their wealth in other ways. These include: In 2024, families can pass along $18,000 per person, or $36,000 per couple, in money or property without incurring federal gift taxes. For
example, a couple with four children could give the kids $144,000 tax-free in 2024 and continue their gifts in future years. A common intergenerational gift, even among families of moderate means, is helping with the down payment on a younger persons first home. Money that one generation pays for anothers education is also a common way wealth
is transferred. By paying tuition directly to the educational institution, one is exempt from gift taxes. Room and board, books, and other expenses are not exempt. As with tuition, eligible medical expenses paid directly to the provider are excluded from gift taxes. In the United States, a survey from the Federal Reserve shows that the top 10% of the
population holds 74% of the countrys wealth, while the bottom 50% holds just 2%. A major reason for that disparity is the transfer of wealth from generation to generation. A 2018 analysis by the Federal Reserve reported that the bulk of intergenerational transfers are flowing to families that already have substantial resources. It found that nearly
40% of intergenerational transfers went to households in the top 10% of the population in terms of income, while only about 20% went to families in the bottom 50%. Furthermore, more than 50% of intergenerational transfers went to the top 10% in terms of wealth, while only 8% went to the bottom 50%. The Federal Reserve estimates that 72% of
the wealth held by the wealthiest 10% can be attributed to intergenerational transfers. Other types of intergenerational wealth transfers may come into play here. For example, education is highly correlated with greater earning power and wealth. Thus, a family that can afford to pay for the next generations college education is giving them an edge in
accumulating more wealth of their own. The Great Gatsby Curve illustrates the relationship betweenincome inequalityin a country andthe potential for its citizens to achieve upward mobility. Graphs that depict these two variables suggest a strong positive correlation between inequality and a lack of upward advancement from one generation to the
next. The 2022 Survey of Consumer Finances by the Federal Reserve documents racial disparities in financial well-being in the country. According to the report, the average White family had approximately six times as much wealth as the average Black family and five times the average Hispanic family. The median wealth for White families in 2022
was $287,000. For Black families, it was $45,000. For Hispanic families, it was $61,000. According to the St. Louis Fed, the large gap between White and Black families is a result of historical practices and policies that "systematically stripped wealth from Black families and facilitated wealth building among White families." The report goes on to
specifically state that "because of continued barriers and the intergenerational nature of wealth, it is very difficult for individuals or families to overcome the gaps." Generational wealth can take many forms, but it is often built through investing in stocks and bonds, owning real estate, starting a business, or a combination of all of those. Smart estate
planning can also help make sure that generational wealth isn't diminished through taxes that would otherwise be avoidable. The Internal Revenue Service defines gifts as "Any transfer to an individual, either directly or indirectly, where full consideration (measured in money or money's worth) is not received in return." Currently, the federal estate
tax ranges from 18% to 40% of the taxable amountin other words, the amount that exceeds the exemption. American families can pass wealth from one generation to the next through inheritances and other means, often with no tax implications. Critics maintain that the transfer of generational wealth exacerbates inequality in the U.S., creating both a
gap between wealthy Americans and the rest of the population and between White Americans and members of racial minority groups.Estate planning is for everyone. Myvisuals/stock.adobe.comGenerational wealth is a relatively new term to describe something thats been around for centuries, at least among the wealthyestate planning. When planned
and executed properly, it can boost the financial well-being of your family for generations to come.Building and maintaining generational wealth requires strategic planning, thoughtful investing, and excellent money stewardship. Although its important to keep your eye on the goal, dont shortchange yourself in the process. You deserve to enjoy some
of the fruits of your labor, too.Generational wealth may be something you inherit and/or bequeath to the next generation. Consider strategies for building wealth and for its tax-efficient transfer to your heirs.Dont over-sacrifice on necessities today just to establish your kids fortune.Generational wealth is any type of wealth that passes down to one or
more family members when a person dies. Money, real estate, and stock portfolios are just a few types of assets that can be inherited as generational wealth. If youre thinking about buying a house, then perhaps part of your goal is generational wealth building.Creating and sharing generational wealth is closely related to estate planning. Generational
wealth can take many forms, including:Retirement, brokerage, and bank accounts. This may include IRAs, 401(k) plans, cash accounts, and the money, stocks, bonds, mutual funds, exchange-traded funds, and certificates of deposit (CDs) in them. Alternative investments. Wealthier clients may also invest in hedge funds, private equity, private credit,
and other alternative investments. Cash value policies. Life insurance policiesas well as many annuitieswill pay a cash value to your heirs when you pass away, potentially forming the basis of generational wealth. Real estate. This can include your primary residence, but also rental property, real estate investment trusts, and fractional
ownership.Private business. When you own your own business, you might have equity that passes down. This may include cash, buildings, and equipment, but also intellectual propertypatents, copyrights, and trademarksin addition to a customer base, revenue streams, and a brand name. You might think about the transfer of generational wealth as
something that happens only after you die, but wealth transfer can and frequently does occur among the living. For example, establishing a 529 college savings plan that your child uses to pay for their education is an example of generational wealth transfer that would likely occur during your lifetime.Compounding: Interest on your interest; returns
on your investment returns.Encyclopdia Britannica, Inc.How do you build generational wealth? A master plan should be flexible enough to accommodate any specific wealth-building goals and financial circumstances. Here are five tips.1. Identify your wealth-building objectivesYour first step is to consider what you want to accomplish. Here are some
key questions to ask:For whom are you building generational wealth? What is your risk tolerance? What is your timeline? When do you plan to bequeath your assets? How would you like future generations to benefit from the wealth that you create?The beginning of the planning process typically raises more questions than answers. Youll also want to
identify your financial weaknesses and strengths. Start by quantifying your assets, liabilities, income, and expenses in a cohesive summary.Remember that youre just at the start of the wealth creation process. Your priorities and resources may change over time, and thats okay.2. Develop a customized wealth-building strategyOnce youre clear on your
wealth-building goals and financial resources, the next step is to develop a realistic wealth creation strategy that satisfies your unique objectives.Your plan should document a few different components:The specific asset types that you want to prioritize How your financial resources will be allocated to each asset How you will fund your wealth creation
strategy over time How the assets will be securely held, such as in a retirement account or family trust A detailed distribution strategy, perhaps established in a will or estate planYou might also include a provision for annual gifting and other tax minimization strategies in your wealth-building plan. You may be able to lower the overall tax burden
imposed on your heirs by gifting under a certain dollar limit each tax year.Now its time to put your wealth-building plan into action. The execution phase may look very different depending on the courses of action that you choose to take. For example, building a business that you hope your children will later own and operate is starkly different from
buying stocks or investing in a retirement plan.Rome wasnt built in a day, and building generational wealth is not something youll complete quickly. You may work for years to create a thriving business, or perhaps youll invest methodically over a long span of time. Maybe youre taking a diversified approach and doing all of the above to achieve your
wealth creation goals.The key to successfully executing your wealth-building plan is consistency. Stick with it! And dont be afraid to adapt, especially as life events, economic conditions, and your personal goals evolve with time.4. Monitor and measure your resultsHow well are you progressing toward your wealth-building goals over time? The best
approach for monitoring and measuring your financial performance can vary greatly depending on the strategies that you use for wealth creation.Here are some metrics that may be relevant to track:5. Ensure that your heirs get a solid financial educationAnother key component of generational wealth building is ensuring that your loved ones who will
receive the wealth are equipped to handle it responsibly. To maximize the sustained value of your wealth-building efforts, provide financial education or otherwise ensure that your heirs receive the right knowledge to handle the assets they receive.What topics should this financial education cover?Part of this financial education is discussing your
familys money values. Look to impart ideas and principles that empower your heirs to bequeath wealth to their heirs, continuing the virtuous cycle of financially boosting younger family members.What not to do when investing for the next generationYou may be highly committed to creating wealth for your family, and that dedication is admirable. But
what pitfalls should you almost definitely avoid? Heres your list of what not to do:The bottom lineGenerational wealth matters. Some people receive it, while many othersespecially those in marginalized groupsdo not. The ability to pass along generational wealth affects the long-term financial stability of your family and the ability of its members to
pursue potentially lucrative opportunities. Generational wealth transferor the lack of itis a major contributor to growing financial inequality gaps.Your journey with building generational wealth may start today. You have some planning to do, but the faithful execution of a customized wealth-building strategy can bring financial comfort to your family
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well as real estate and family businesses. In recent years, generational wealth has become a focal point in discussions about the racial wealth gap and the increasing concentration of wealth in the U.S. because it plays a substantial role in both. Generational wealth refers to assets passed from one generation of a family to the next.In some cases,
assets are transferred after death in the form of an inheritance. In others, they are passed to the next generation while the giver is still alive.Generational wealth contributes to both the wealth gap between rich and poor in the U.S. and the wealth gap among races. The bulk of generational wealth is passed down at death as an inheritance. For most
American families, inheritances are relatively modest. Between 1995 and 2016, for example, more than 55% of inheritances were under $50,000. At the other end of the wealth spectrum, only 2% of inheritances exceeded $1 million. While small in number, however, 2% of inheritances accounted for more than 40% of all the money that was passed
down; the 55% majoritys share added up to less than 6%. The federal government taxes inheritances above a certain amount in the form of an estate tax. In addition, some states also levy an estate tax or an inheritance tax. An estate tax is paid by the estate, while an inheritance tax is borne by the individual heirs. Most inheritances in the U.S. fall
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reported that the bulk of intergenerational transfers are flowing to families that already have substantial resources. It found that nearly 40% of intergenerational transfers went to households in the top 10% of the population in terms of income, while only about 20% went to families in the bottom 50%. Furthermore, more than 50% of intergenerational
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directly or indirectly, where full consideration (measured in money or money's worth) is not received in return." Currently, the federal estate tax ranges from 18% to 40% of the taxable amountin other words, the amount that exceeds the exemption. American families can pass wealth from one generation to the next through inheritances and other
means, often with no tax implications. Critics maintain that the transfer of generational wealth exacerbates inequality in the U.S., creating both a gap between wealthy Americans and the rest of the population and between White Americans and members of racial minority groups. Generational wealth refers to financial assets passed from one
generation of a family to another. Those assets can include cash, stocks, bonds, and other investments, as well as real estate and family businesses. In recent years, generational wealth has become a focal point in discussions about the racial wealth gap and the increasing concentration of wealth in the U.S. because it plays a substantial role in both.
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gap among races. The bulk of generational wealth is passed down at death as an inheritance. For most American families, inheritances are relatively modest. Between 1995 and 2016, for example, more than 55% of inheritances were under $50,000. At the other end of the wealth spectrum, only 2% of inheritances exceeded $1 million. While small in
number, however, 2% of inheritances accounted for more than 40% of all the money that was passed down; the 55% majoritys share added up to less than 6%. The federal government taxes inheritances above a certain amount in the form of an estate tax. In addition, some states also levy an estate tax or an inheritance tax. An estate tax is paid by the
estate, while an inheritance tax is borne by the individual heirs. Most inheritances in the U.S. fall below the threshold for incurring federal estate taxes, which is $13.61 million for 2024. The federal government does not impose an inheritance tax. State estate and inheritance taxes also affect very few families. To begin with, only 12 states plus the
District of Columbia have an estate tax. The states are Connecticut, Hawaii, Illinois, Maine, Maryland, Massachusetts, Minnesota, New York, Oregon, Rhode Island, Vermont, and Washington. All of them exempt at least the first $1 million in assets, and some set the exemption considerably higher. Seventeen states and the District of Columbia have
inheritance or estate taxes; only Maryland has both. Those taxes can vary by income level and the heirs relationship to the deceased. Money passed from spouse to spouse is not taxed. Wealthy families have ways to lessen the burden of estate or inheritance taxes, through trusts and other legal means. A generation doesnt always have to die off in
order to enrich its heirs. Families can transfer much of their wealth in other ways. These include: In 2024, families can pass along $18,000 per person, or $36,000 per couple, in money or property without incurring federal gift taxes. For example, a couple with four children could give the kids $144,000 tax-free in 2024 and continue their gifts in future
years. A common intergenerational gift, even among families of moderate means, is helping with the down payment on a younger persons first home. Money that one generation pays for anothers education is also a common way wealth is transferred. By paying tuition directly to the educational institution, one is exempt from gift taxes. Room and
board, books, and other expenses are not exempt. As with tuition, eligible medical expenses paid directly to the provider are excluded from gift taxes. In the United States, a survey from the Federal Reserve shows that the top 10% of the population holds 74% of the countrys wealth, while the bottom 50% holds just 2%. A major reason for that
disparity is the transfer of wealth from generation to generation. A 2018 analysis by the Federal Reserve reported that the bulk of intergenerational transfers are flowing to families that already have substantial resources. It found that nearly 40% of intergenerational transfers went to households in the top 10% of the population in terms of income,
while only about 20% went to families in the bottom 50%. Furthermore, more than 50% of intergenerational transfers went to the top 10% in terms of wealth, while only 8% went to the bottom 50%. The Federal Reserve estimates that 72% of the wealth held by the wealthiest 10% can be attributed to intergenerational transfers. Other types of
intergenerational wealth transfers may come into play here. For example, education is highly correlated with greater earning power and wealth. Thus, a family that can afford to pay for the next generations college education is giving them an edge in accumulating more wealth of their own. The Great Gatsby Curve illustrates the relationship
betweenincome inequalityin a country andthe potential for its citizens to achieve upward mobility. Graphs that depict these two variables suggest a strong positive correlation between inequality and a lack of upward advancement from one generation to the next. The 2022 Survey of Consumer Finances by the Federal Reserve documents racial
disparities in financial well-being in the country. According to the report, the average White family had approximately six times as much wealth as the average Black family and five times the average Hispanic family. The median wealth for White families in 2022 was $287,000. For Black families, it was $45,000. For Hispanic families, it was $61,000.
According to the St. Louis Fed, the large gap between White and Black families is a result of historical practices and policies that "systematically stripped wealth from Black families and facilitated wealth building among White families." The report goes on to specifically state that "because of continued barriers and the intergenerational nature of
wealth, it is very difficult for individuals or families to overcome the gaps." Generational wealth can take many forms, but it is often built through investing in stocks and bonds, owning real estate, starting a business, or a combination of all of those. Smart estate planning can also help make sure that generational wealth isn't diminished through taxes
that would otherwise be avoidable. The Internal Revenue Service defines gifts as "Any transfer to an individual, either directly or indirectly, where full consideration (measured in money or money's worth) is not received in return." Currently, the federal estate tax ranges from 18% to 40% of the taxable amountin other words, the amount that exceeds
the exemption. American families can pass wealth from one generation to the next through inheritances and other means, often with no tax implications. Critics maintain that the transfer of generational wealth exacerbates inequality in the U.S., creating both a gap between wealthy Americans and the rest of the population and between White
Americans and members of racial minority groups. Generational wealth refers to financial assets passed from one generation of a family to another. Those assets can include cash, stocks, bonds, and other investments, as well as real estate and family businesses. In recent years, generational wealth has become a focal point in discussions about the
racial wealth gap and the increasing concentration of wealth in the U.S. because it plays a substantial role in both. Generational wealth refers to assets passed from one generation of a family to the next.In some cases, assets are transferred after death in the form of an inheritance. In others, they are passed to the next generation while the giver is
still alive.Generational wealth contributes to both the wealth gap between rich and poor in the U.S. and the wealth gap among races. The bulk of generational wealth is passed down at death as an inheritance. For most American families, inheritances are relatively modest. Between 1995 and 2016, for example, more than 55% of inheritances were
under $50,000. At the other end of the wealth spectrum, only 2% of inheritances exceeded $1 million. While small in number, however, 2% of inheritances accounted for more than 40% of all the money that was passed down; the 55% majoritys share added up to less than 6%. The federal government taxes inheritances above a certain amount in the
form of an estate tax. In addition, some states also levy an estate tax or an inheritance tax. An estate tax is paid by the estate, while an inheritance tax is borne by the individual heirs. Most inheritances in the U.S. fall below the threshold for incurring federal estate taxes, which is $13.61 million for 2024. The federal government does not impose an
inheritance tax. State estate and inheritance taxes also affect very few families. To begin with, only 12 states plus the District of Columbia have an estate tax. The states are Connecticut, Hawaii, Illinois, Maine, Maryland, Massachusetts, Minnesota, New York, Oregon, Rhode Island, Vermont, and Washington. All of them exempt at least the first $1
million in assets, and some set the exemption considerably higher. Seventeen states and the District of Columbia have inheritance or estate taxes; only Maryland has both. Those taxes can vary by income level and the heirs relationship to the deceased. Money passed from spouse to spouse is not taxed. Wealthy families have ways to lessen the burden
of estate or inheritance taxes, through trusts and other legal means. A generation doesnt always have to die off in order to enrich its heirs. Families can transfer much of their wealth in other ways. These include: In 2024, families can pass along $18,000 per person, or $36,000 per couple, in money or property without incurring federal gift taxes. For
example, a couple with four children could give the kids $144,000 tax-free in 2024 and continue their gifts in future years. A common intergenerational gift, even among families of moderate means, is helping with the down payment on a younger persons first home. Money that one generation pays for anothers education is also a common way wealth
is transferred. By paying tuition directly to the educational institution, one is exempt from gift taxes. Room and board, books, and other expenses are not exempt. As with tuition, eligible medical expenses paid directly to the provider are excluded from gift taxes. In the United States, a survey from the Federal Reserve shows that the top 10% of the
population holds 74% of the countrys wealth, while the bottom 50% holds just 2%. A major reason for that disparity is the transfer of wealth from generation to generation. A 2018 analysis by the Federal Reserve reported that the bulk of intergenerational transfers are flowing to families that already have substantial resources. It found that nearly
40% of intergenerational transfers went to households in the top 10% of the population in terms of income, while only about 20% went to families in the bottom 50%. Furthermore, more than 50% of intergenerational transfers went to the top 10% in terms of wealth, while only 8% went to the bottom 50%. The Federal Reserve estimates that 72% of
the wealth held by the wealthiest 10% can be attributed to intergenerational transfers. Other types of intergenerational wealth transfers may come into play here. For example, education is highly correlated with greater earning power and wealth. Thus, a family that can afford to pay for the next generations college education is giving them an edge in
accumulating more wealth of their own. The Great Gatsby Curve illustrates the relationship betweenincome inequalityin a country andthe potential for its citizens to achieve upward mobility. Graphs that depict these two variables suggest a strong positive correlation between inequality and a lack of upward advancement from one generation to the
next. The 2022 Survey of Consumer Finances by the Federal Reserve documents racial disparities in financial well-being in the country. According to the report, the average White family had approximately six times as much wealth as the average Black family and five times the average Hispanic family. The median wealth for White families in 2022
was $287,000. For Black families, it was $45,000. For Hispanic families, it was $61,000. According to the St. Louis Fed, the large gap between White and Black families is a result of historical practices and policies that "systematically stripped wealth from Black families and facilitated wealth building among White families." The report goes on to
specifically state that "because of continued barriers and the intergenerational nature of wealth, it is very difficult for individuals or families to overcome the gaps." Generational wealth can take many forms, but it is often built through investing in stocks and bonds, owning real estate, starting a business, or a combination of all of those. Smart estate
planning can also help make sure that generational wealth isn't diminished through taxes that would otherwise be avoidable. The Internal Revenue Service defines gifts as "Any transfer to an individual, either directly or indirectly, where full consideration (measured in money or money's worth) is not received in return." Currently, the federal estate
tax ranges from 18% to 40% of the taxable amountin other words, the amount that exceeds the exemption. American families can pass wealth from one generation to the next through inheritances and other means, often with no tax implications. Critics maintain that the transfer of generational wealth exacerbates inequality in the U.S., creating both a
gap between wealthy Americans and the rest of the population and between White Americans and members of racial minority groups.
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