Blended Families and Finances
A Practical Guide for Safeguarding Your Family’s
Harmony and Financial Future
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The New
American
Family
American households are
increasingly more diverse.
As people marry, divorce
and remarry at more frequent
rates, it is projected that
blended families will be the
predominate family structure
in the near future.

1,300 new stepfamilies
are forming every day
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OVER

50%

already difficult. For blended
families with half siblings, family

15 million stepmothers
in the U.S. alone

1 in 4 American adults

have at least one step relative
in their family

of U.S. families are
remarried or recoupled1

Managing family finances is

financial planning becomes
even more complicated. That’s
why blended families need to
do wealth planning differently
due to the competing financial
priorities and unique challenges

13 million widows in the U.S.

and the demographic is growing by
1 million every year2

they face.

Financial and Legal Challenges
A 2015 survey by a leading financial services company found blended families
face greater wealth management concerns than their traditional counterparts. Not
only are they faced with larger direct expenses associated with providing for more
children from multiple marriages, but those expenses tend to have a far-reaching
adverse impact on long-term retirement savings.3

An Easier Transition
Introducing the 4Ds
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DOLLARS: Understand the finances of your household. Create a
spreadsheet and enter all known expenses that will be subtracted
from your partner’s net salary (after taxes, alimony and child support)
income.
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DOCUMENTS: Examine the divorce decree and custody agreement
to find out financial obligations to previous spouse, understand
milestones in the settlement agreement regarding child support
payments and financial responsibilities related to where money is
going and for how long.
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DELEGATION: Delegate complex decisions to experienced,
trustworthy accountants, attorneys and financial advisors as
appropriate. They have the expertise to help you. If possible, hire a
team of third-party, unbiased experts who specialize in tax, estate
planning, financial planning, and legal matters for blended families.
Meet with your advisory team to help ensure all professionals are on
the same page.
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DO STAY TRUE TO YOURSELF: It is very important to practice
self-care. You cannot be everything to everyone all the time. Ask
questions early, take the necessary steps to protect your emotional
well-being, your relationships and your financial future.

This includes:
 D IVORCE DECREE: It is important to find out about financial
obligations to your new partner’s previous spouse.
 S ETTLEMENT AGREEMENT: You need to understand the
milestones in the settlement agreement regarding child
support payments or certain financial responsibilities as to
where money is going and for how long.
 ASSET TITLING: It is vital to determine how assets are
legally viewed and ensure the titling is mutually agreed upon.

It’s essential for both
spouses coming into
a blended family to
be open about their
financial situation
related to their
divorces.

Overcoming Financial Hurdles

Estate Planning
Ensuring the Financial Well-Being of Your Loved Ones

While candid financial conversations are often
uncomfortable, having a clear understanding of your
new, complete financial picture and devising a basic
saving, spending and investing plan that you all can
live with will help prevent potential future conflicts. It
will also minimize the likelihood of unexpected and
unwelcome surprises.4
Your financial planning approach should factor in all
key facets of your financial life, including investments,
taxes, insurance, legacy planning and pre- and postretirement. There are also key short-term steps to
take, such as:
 R EMOVING ex-spouse from bank accounts,
credit cards, equity credit lines, brokerage accounts,
and safe deposit boxes
 U PDATING beneficiary designations on life insurance
policies, pension policies, and retirement accounts
 D ETERMINING who will pay healthcare costs

Talk to your Financial Advisor about your unique
issues, concerns and objectives regarding individual
family members.

Tax Implications
Your tax situation can
significantly change
depending on who is and
who isn’t legally defined
as a dependent. It is
prudent to talk to your tax
attorney well in advance
to determine how this life
change may impact your
IRS obligation.
A person making qualified
alimony payments can
deduct them. Alimony
payments received by a
former spouse are taxable
and must be included as
income. A payor can’t
deduct child support and
payments are tax-free to
the recipient.

Safeguarding your loved ones’ financial futures and preserving family harmony can be
a difficult balancing act. You want to ensure you provide for your new spouse in a way
that’s responsible, without raising any fears among your heirs that they may be dealt
with unfairly.
It is of paramount importance to execute a solid estate plan. Not updating estate
documents after a divorce is one of the most common mistakes people make. These
documents provide the foundation for any estate plan and help you stay in control.
T RUSTS: Trusts are effective for
blended families. Parents can use them
to segregate assets from a previous
marriage. They offer you the ability
to structure a trust to direct assets
to children of previous and current
marriages.
 WILL: A will provides instructions for
distributing your assets to your family
and other beneficiaries upon your
death.
 P OWER OF ATTORNEY: A Power of
Attorney grants another trusted person
legal authority to manage your financial
and business affairs in a general or
limited capacity. Their power ends
automatically upon your death.

M EDICAL DIRECTIVE: A medical
directive helps avoid court intervention
if you become unable to make your
own health care decisions or express
medical treatment preferences. It
allows you to empower a person
you trust to make those decisions
on your behalf if you are unable to
communicate your wishes.
 L IFE INSURANCE: Life insurance
may be a smart way to pay off debts
or protect assets for blended families.
Because proceeds are normally
available immediately after death,
families can often use policy proceeds
to pay off debts, provide an immediate
inheritance or to replace the money
used to pay estate taxes.

Blended families who did not plan

Blended Families
with Updated
Financial Plans
Feel More
Confident3
Blended families that update
their financial plans feel better
about their financial situations.
Investors who plan are also
more confident about their
future, especially regarding
financial goals that involve
their children.

Blended families who planned

67%

61%
50%

Passing on the inheritance
I would like to leave

63%
46%

Ensuring my children are
covered if something
happens to me

43%

Funding college
education for my
children/grandchildren

Source: “Beyond the picket fence: Financial challenges of the modern American family.”, UBS Wealth Management Surveys,
UBS Investor Watch, 3Q 2015
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It is crucial to ask the right questions early and often, and take the appropriate
steps outlined in this guide to protect your family’s emotional well-being, your
relationships and your financial future.
Forming an Advisory team helps ensure all professionals are on the same page to
meet blended family needs. Because many blended families already have a cadre
of professional advisors, collaboration between Advisors is imperative to avoid
disjointed or contradictory advice.
Delegate complex decisions to experienced, trustworthy accountants, attorneys
and financial advisors as appropriate. They have the expertise to help you. If
possible, hire a team of experts who specialize in tax, estate planning, financial
planning and legal matters for blended families and meet with your advisory team
to help ensure all recommendations are coordinated before being implemented.
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