
Saving for Your Child’s College Education 
Once you’ve paid off your debt, set aside 3-6 months’ worth of living 
expenses and begun to fund your own retirement account, you can 

then save for your child’s education.  

Some Things to Keep in Mind 
• First, congratulations on taking charge of your financial future! 

You are setting a great example for your kids! 
• Next, it’s important to take care of yourself first, then your kids.  

Taking care of your financial needs first is a gift you’re giving 
yourself and them. Don’t make your kids pay for your retirement. 

• College is a privilege, not a right. 
• It’s okay if your kids need to work while they are in school to help 

pay their way. In fact, there are programs available that will both 
pay them to work and get credit and experience toward their field 
of study.  

• There are many scholarships, grants and programs available to 
help pay for your child’s education. Have your child do the 
research to find and apply for these programs.  

• Speak with your financial adviser about your needs and goals for 
saving for your child’s college education.  

 

Savings and Investing Options 



If you are able to afford to save for your child’s education(s), here are 
three possible options to help your money grow and fund that 

education. 

 
• ESA – Education Savings Account. This is similar to a ROTH IRA. It 

grows tax free because you fund it with money that has already 
been taxed. Like an IRA, you will need to be choose your 
investments within the account. The monies are then to be used 
toward educational expenses. If the designated child does not use 
the funds, it can be transferred to a sibling. There are penalties 
and taxes if the funds are not used.  

• 529 plan – If you open a 529 plan, choose what’s called a Flexible 
Plan so your options are not restricted within the account. Again, 
this money will be used toward education.  

• UTMA/UGMA (Uniform Transfer/Gifts to Minors Act). This is a 
seldom used option, but good to know about. These accounts are 
opened in a child’s name and have a designated custodian (such 
as a parent or grandparent). When the child turns 18 or 21, 
depending on the account, the custodian is automatically released 
and the funds are available to that child for any purpose, 
educational or otherwise.  
 

You can open these accounts with an established investment firm such 
as Vanguard, TD Ameritrade and others. Contact the institution you 
want to use and they will walk you through the process.  

Funding Options to Avoid or Consider Avoiding 
• Avoid student loans at all costs. Your child won’t want to be 

saddled with debt right out of college. The average student loan 



amount for graduates right now is around $38k. That’s a big 
burden to bear, especially when your adult life is just beginning.  

• Consider avoiding pre-paid tuition. With this option you are 
paying down today’s tuition rate in advance. Your returns are the 
amount tuition goes up per year. That is usually 7-8%. While this 
option isn’t terrible, you may be able to do better with a well 
invested ESA.  

• Using insurance as savings for college (like the plans you see 
advertised with the baby on it). These plans generally offer very 
poor returns and are not a good investment.  

• Bonds also offer low returns that don’t keep up with the costs of 
education.  

 

 


