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Gifting, Simplified

The federal estate and gift tax uni ied credit and the gift tax annual exclusion—two
independent, tax-advantaged methods for transferring wealth—have one important attribute in
common: They allow individuals to gift certain amounts to recipients without incurring any
federal gift tax obligations. Below, we explain how each one works.

The federal estate and gift tax uni ied credit—also known as the lifetime exemption—allows
individuals to transfer a certain amount of their estate free of federal tax either during life or
upon death. As of 2026, this exemption amount is set at $15 million per individual, allowing
couples to combine their exemptions to shield up to $30 million from estate and gift taxes.

In contrast, the gift tax annual exclusion allows individuals to give a certain amount to recipients
each year without incurring federal gift tax or using any of their lifetime exemption. As of 2026,
the annual exclusion amount is set at $19,000. This means that an individual can gift up to
$19,000 to as many people as they wish without triggering any federal gift tax obligations.
Married couples may choose to each give $19,000 or jointly give up to $38,000 per recipient
and elect to split those gifts.

The uni ied credit is used for gifting amounts that exceed the gift tax annual exclusion amount.
For example, if an unmarried individual (the grantor) gives $19,000 to each of their three
children in a given year, those gifts do not reduce the grantor’s lifetime exemption. However, if
the grantor instead gives $20,000 to one child in 2026, the $1,000 that’s above the annual
exclusion would count against the grantor’s lifetime exemption.

Any portion of the uni ied credit that’s not used during an individual’s lifetime will be applied
toward the value of their taxable estate at death. Estates valued at less than the amount of the
remaining uni ied credit won’t owe federal estate taxes.

Due to uncertainty over the TCJA’s possible sunsetting, many concerned families have been
choosing to make large gifts now in order to lock in the current uni ied credit amount. An
additional bene it of making large gifts during life is that once gifted, any future appreciation on
the gifted asset will occur outside of the grantor’s taxable estate.

Once an asset is gifted, any future appreciation on the gifted asset will occur outside of the
grantor’s taxable estate. However, no matter whether individuals are considering the uni ied
credit or the gift tax annual exclusion—or a combination of both—it’s important to be aware that
gifted assets typically retain the grantor’s cost basis while inherited assets typically receive a
step-up in basis. For this reason, it’s important to examine any built-in capital gains
consequences when gifting assets other than cash.
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This content and the information within do not constitute an offer or solicitation in any
jurisdiction where or to any person to whom it would be unauthorized or unlawful to do so. It
should not be considered investment advice, an investment recommendation, or investment
research in any jurisdiction.
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