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The Cost of Keeping the Bank of Mom and Dad Open

Why Does Graduation Matter to Parents' Finances?

Graduation season is one of the most emotionally charged times of the year for families. But
beneath the caps, gowns, and celebrations, something happens financially that often goes
unexamined: for parents who have been paying college tuition, a recurring expense is about to
disappear.

The average annual cost of attendance at a public four-year university is $27,146 for in-
state students and $45,708 for out-of-state students. At private nonprofit institutions, that
number climbs to $56,628 per year. For families who have been absorbing some or all of
those costs, graduation can create a sudden shift in cash flow.!

The question is whether that cash flow is deliberately redirected toward other financial
goals or retirement, or whether it quietly gets absorbed into lifestyle spending and
continued support for adult children. From our perspective, the families who prepare for this
transition come out ahead.
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How Much Are Parents Actually Spending on Adult Children?

The numbers here are striking, and they have been accelerating. According to a 2025
report by Savings.com, half of all parents with adult children now provide regular financial
assistance to their grown offspring, up from 45 percent just two years earlier. The average
monthly contribution is $1,474—a three-year high.?

The most common areas of support include groceries (83 percent of supporting parents
contribute), cell phone bills (65 percent), and vacations (46 percent). For parents of Gen Z
adults aged 18 to 28, the average monthly support reaches $1,813.2

A November 2025 AARP survey of adults aged 45 and older found that 75 percent are
financially supporting at least one adult child, with average annual contributions of
approximately $7,000. Perhaps most notable: 53 percent of those adult children are
reportedly capable of meeting their basic needs with money left over.3

And the impact on parents is real. Forty-two percent of supporting parents report financial
stress, and 35 percent report emotional stress related to the support they provide. Nine
percent have even adjusted retirement because of the demands of helping their adult
children.3

Working parents who support adult children contribute more than twice as much money
each month to their grown children ($1,589) as they do to their own retirement accounts
($673).2

What Financial Conversations Should Families Have at
Graduation?

Graduation creates a natural opening for conversations that might otherwise feel awkward
or premature. The transition from student to working adult is a moment when both
generations expect things to change. That makes it the ideal time to clarify financial
boundaries, not out of a lack of generosity, but out of a commitment to the long-term
financial health of the entire family.

There are several specific questions worth addressing together. When does regular
financial support transition from expected to optional? Which expenses will shift to the
graduate's responsibility, and on what timeline? What does the graduate need to
understand about their employer benefits, including health insurance, retirement plans,
and emergency savings? And critically, have the parents communicated what they can and
cannot continue to provide without jeopardizing their own retirement?

These conversations don’t need to happen all at once, and they don’t need to be
adversarial. In fact, Ameriprise Financial’'s 2025 research found that 96 percent of parents
who work with a financial professional feel confident they can pursue their top three
financial goals. Additionally, 78 percent said their financial professional helped guide
decisions related to their adult children. Having a framework and a third-party perspective
can make these conversations more productive.*>




What Should Parents Do with Recovered Tuition Cash Flow?

This is where the opportunity becomes most concrete. For a family that has been paying
$30,000 to $60,000 per year in college costs, the end of tuition represents one of the
largest cashflow shifts they may experience before retirement. Here are a few ideas to
consider about deploying that cash flow.

Retirement contributions. The 2026 employee retirement plan contribution limit is
$24,500. For those aged 50 and older, an additional $8,000 catch-up contribution is
available, bringing the total to $32,500. A new provision under SECURE 2.0 allows those
aged 60 to 63 to contribute an even higher "super catch-up" of $11,250, bringing the total
to $35,750. If both spouses are working and contributing, the combined annual opportunity
can be worth considering. For many families, the end of tuition payments is the time when
retirement limits come into focus.*

Evaluate Roth IRA conversions. The years between the end of college payments and
the start of Social Security and required minimum distributions can create a window for
Roth conversions, particularly if income dips temporarily or if timing is flexible. Converting a
traditional IRA or 401(k) to Roth accounts during these years can help with tax
management and create estate opportunities.®

Build or replenish emergency reserves. Many families deplete their emergency fund
during the college years. The standard guideline of three to six months of essential
expenses in accessible savings is worth revisiting once tuition payments end.

Address insurance gaps. If a graduate is currently on a parent's health insurance, for
example, that coverage can continue until the end of the month the child turns 26 under
the Affordable Care Act. But other coverages deserve attention, too. This is an appropriate
time for parents to evaluate whether their own long-term care insurance and other policies
are still aligned with their current needs and goals. Parents in their 50s and early 60s are
still in a favorable position to explore long-term care, but the window of opportunity can
narrow each year.’

Review estate documents. If the last child's graduation coincides with an empty nest, it
is also a natural trigger to review wills, powers of attorney, beneficiary designations, and
health-care directives. Family dynamics and financial circumstances may have changed
since these documents were last updated.

What Does the Graduate Need to Know?

While this conversation is primarily about the parents' financial trajectory, it is also an
opportunity to set the next generation up well. There are a few areas where brief guidance
from a parent or financial professional can have an outsized impact on a new graduate's
financial foundation.

Employer benefits enrollment. Many graduates will make decisions in their first few
weeks of work about health insurance, retirement plans and other benefits. Understanding
the basics of employer matching, contribution rates, and plan options can be

helpful. Remind children that even a modest contribution gives them the flexibility to
increase contributions during the year. But if they contribute nothing, employees may have
to wait until open enrollment the following year to start their retirement plan.




Building credit and emergency savings. Establishing a credit history through
responsible use of a credit card and beginning to create a modest emergency fund are
foundational steps that can build sound habits when started early.

How Can a Financial Professional Help?

The graduation transition sits at the intersection of cash flow preparation, investment
choices, retirement projections, insurance analysis, and family communication. Each of
these areas can benefit from professional guidance, and the combined impact of
addressing them together can be helpful.

As financial professionals, we help families model what their financial picture looks like once
tuition payments end, identify the most effective use of recovered cash flow based on their
specific situation, facilitate family conversations about financial boundaries in a way that
feels supportive rather than confrontational, and help the graduate see the powerful
consequences of early-career financial decisions.

If your family is approaching a graduation milestone, or if you are still supporting adult
children and wondering how to balance generosity with your own personal finances, this is
exactly the kind of conversation we are here to have. The time to create a strategy for this
transition is before the last tuition check is written.
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Disclosures

Kathryn Palao and Joseph Passaniti are Investment Advisor Representatives offering securities through
Cetera Wealth Services LLC, member FINRA/SIPC. Advisory Services offered through Cetera
Investment Advisers LLC, a registered investment adviser. Cetera is under separate ownership from
any other named entity. Tax planning services offered through Hudson Tax Services, LLC.

The views stated in this piece are not necessarily the opinion of Cetera Wealth Services LLC and
should not be construed directly or indirectly as an offer to buy or sell any securities. Due to volatility
within the markets mentioned, opinions are subject to change without notice. Information is based
on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed.
Past performance does not guarantee future results. All investing involves risk, including the possible
loss of principal. There is no assurance that any investment strategy will be successful. Investors cannot
invest directly in indexes. The performance of any index is not indicative of the performance of
any investment and does not consider the effects of inflation and the fees and expenses associated
with investing. The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure
performance of the broad domestic economy through changes in the aggregate market value of 500
stocks representing all major industries.

Cetera does not offer direct investments in gold/silver or other commodities. Commodities are
volatile investments and may not be suitable for all investors.

A diversified portfolio does not assure a profit or protect against loss in a declining market.

For a comprehensive review of your personal situation, always consult your legal advisor. Neither
Cetera Wealth Services, LLC nor any of its representatives may give legal advice.

Rebalancing may be a taxable event. Before you take any specific action be sure to consult with
your tax professional.



