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Gifting Appreciated Stock to Kids

If you have children, particularly college age kids, we should consider if there is any income that
can be shifted to them so that the tax on the income is paid at the child's tax rate. One strategy
is gifting appreciated stock to the child. Where a child has earned income and is taxed at the
bottom two income brackets, capital gains generated on the stock sale are taxed at 0 percent,
instead of the 15 percent or more that the parent would pay. However, if the child has little or
no earned income, the kiddie tax could be a factor. In this case, you will want to limit the child's
unearned income to $2,100 or less for 2016 in order to avoid having your top tax rate apply to
the child's income.
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