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STAYING ON
COURSE
Navigating market cycles on 
your education savings journey

Saving for education is a long-term journey and it’s important 
to develop a plan and stay on course. During unpredictable 
financial markets, it can be tempting to deviate from  
your plan. While this is natural, it’s important to avoid  
impulsive decision-making, as it can lead to unwanted 
financial outcomes.

Understanding market cycles
A market cycle refers to the natural pattern of ups and downs in the financial markets, and typically consists of 
four stages: expansion, peak, contraction and trough. During expansion, the economy and markets are growing, and 
investors are generally optimistic. The peak stage is marked by high prices and market exuberance. The contraction 
stage, also known as a bear market, is characterized by declining prices and overall pessimism. The trough stage is 
when financial markets reach their bottom. After this, the cycle often begins anew.

If you are investing over a longer time horizon, like saving for a child’s education in a 529 plan, you can expect to 
invest through multiple market cycles.

Not succumbing to emotional cycles
It’s normal to have emotional responses to fluctuations while investing through market cycles. It is a pattern commonly 
referred to as “the cycle of market emotions.”

During a market’s expansion and peak stages, investors may feel optimistic and excited, which can lead them to take 
on more risk than they are typically comfortable with. Conversely, during the contraction and trough stages, investors 
may feel fear and anxiety, which can lead them to sell investments at a loss or make rash decisions that could deviate 
them from their goals.

Being aware of these  
emotions and 
understanding their  
impact can help you 
manage your response  
to shifting market 
conditions and more 
successfully navigate 
through market cycles.

Stages of emotions throughout market cycles
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Gaining a long-term perspective
Looking at the periods of expansion and contraction for the U.S. equity market over the course of approximately  
100 years helps clarify the recurring nature of market cycles.

Given these recurring 
contractions and 
expansions, it is often  
more important to  
focus on your goals  
and investment strategy  
rather than short-term 
market fluctuations.

The history of market cycles in the U.S. stock market
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Bear markets vs. bull markets

Source: Price data for S&P 500 Index from Bloomberg Finance L.P. Bear markets and returns from Yardeni Research, Inc.,  
Stock Market Historical Tables: Bull & Bear Markets, October 2022.

From diversifying your investments to regularly contributing to your education savings account and staying committed 
to your savings plan, your actions can play a big part in achieving your education goals over the long term.

A 100-year view helps gain a long-term view of market cycles, but an 18-year view can shed light on a time frame 
similar to an education savings journey. This chart highlights average rolling 18-year returns for stocks and bonds from 
1999 to 2022. Each of these periods involved investing through market cycles. The average 18-year rolling return was 
16.77% for a 60/40 balanced portfolio.

Staying invested for 18 years
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Source: This is based on 18-year rolling returns from 1999 to 2022. The first 18-year rolling return in 1999 is calculated using data from 1982 to 
1999. U.S. equities represented by the S&P 500 Index on a total return basis. U.S. fixed income represented by the Bloomberg U.S. Aggregate Bond 
Index on a total return basis. The blended portfolio represents 60% invested in U.S. equities and 40% invested in U.S. fixed income. Data from 
Bloomberg Finance L.P. Average tuition inflation: Trends in College Pricing and Student Aid 2022, CollegeBoard. Tuition represents annual tuition for 
a four-year program at a public institution.
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529 plans - Built for education savings
Given the longer-term timeframe of education savings, it’s natural to ask: What’s the best route to get to my 
destination? A 529 plan helps you on your journey through market cycles. Common investments in 529 plans include 
Year of Enrollment, Age-Based or Target Date portfolios, many of which benefit from “glide paths.” Glide paths 
automatically shift a portfolio’s asset allocation from capital appreciation (growing assets) to capital preservation 
(maintaining assets) the closer you get to enrollment. 

The Scholar’s Edge 529 Plan’s glide path 
was built thoughtfully with the entire 
education savings journey in mind. It 
overlays important features unique to 
education savings, including educational 
statistics, average savings rates and 
forecasts, demographic and census data, 
tuition growth forecasts, and market risk 
assumptions. Scholar’s Edge 529 Plan’s 
portfolios utilize a number of investment 
managers and their distinct disciplines to 
help with portfolio diversification.

Glide paths often emphasize capital preservation over time
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Staying the course on your education savings journey
Saving for education may require navigating entire market cycles – with their accompanying ups and downs. By 
understanding those cycles, you can better manage the natural responses you may have to uncertainty. And to take 
some of the complexity out of investing, a 529 plan with a glide path can help you “systematically de-risk” your 
portfolio by shifting asset allocation from capital appreciation to capital preservation as the date of enrollment nears.
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TALK TO YOUR FINANCIAL PROFESSIONAL ABOUT 
STRATEGIES TO STAY ON TRACK WITH YOUR  

EDUCATION SAVINGS IN ALL MARKET CYCLES.  
FOR MORE INFORMATION VISIT SCHOLARSEDGE529.COM.

Scholar’s Edge® (“Scholar’s Edge” or the “Plan”) is operated as a qualified tuition program offered and sponsored by The Education Trust Board of New Mexico  
(the “Board”) and is available to all U.S. residents. Ascensus College Savings Recordkeeping Services, LLC is the Program Manager for Scholar’s Edge and 
Principal Funds Distributor, Inc. is the distributor of Scholar’s Edge. Principal Global Investors, LLC, (“PGI”), an affiliated company of the Distributor and a member 
company of the Principal Financial Group®, serves as the investment advisor to the Plan. Responsibilities of PGI include providing recommendations to the Board 
for the Underlying Investments in which the Scholar’s Edge Portfolios invest, monitoring and rebalancing the asset allocations for the Year of Enrollment and Target 
Risk Portfolios, and monitoring the Portfolios’ compliance with the Board’s Investment Policy Statement and applicable law. The Program Manager is not affiliated 
with any member company of Principal Financial Group.

Accounts in Scholar’s Edge are not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. The securities held 
in the Plan accounts are neither FDIC insured nor guaranteed and may lose value. The Board has no legal obligation to provide financial support to the Plan or 
Plan accounts, and you should not expect that the Board will provide financial support to the Plan at any time. Account Owners do not invest in, and do not have 
ownership or other rights relating to the underlying investments held by the Plan’s investment options. The underlying investments are not deposits or obligations 
of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the 
principal amount invested.

This material is provided for general and educational purposes only, and is not intended to provide legal, tax or investment advice, or for use to avoid penalties 
that may be imposed under U.S. federal and state tax laws. Contact your attorney, tax professional or other financial professional regarding your specific legal, 
investment or tax situation. Some states offer favorable tax treatment to their residents only if they invest in the home state’s own plan.

Investors should consider before investing whether their or their designated beneficiary’s home state offers any state tax or other benefits that are only available for 
investments in such state’s qualified tuition program, such as financial aid, scholarship funds, and protection from creditors, and should consult their tax advisor.

Before investing in Scholar’s Edge, investors should carefully consider the investment objectives, risks, charges and expenses associated with the Plan’s 
municipal fund securities. The Plan Description and Participation Agreement contains this and other information about the Plan, and may be obtained by 
asking your financial professional, by visiting scholarsedge529.com or calling 1.866.529.SAVE (1.866.529.7283). Investors should read these documents 
carefully before investing.

Scholar’s Edge® is distributed by Principal Funds Distributor, Inc. a FINRA Member
711 High Street
Des Moines, IA 50392

Securities and advisory products offered through Principal Securities, Inc., 800-247-1737, Member SIPC, and/or independent broker/dealers. 
Principal Funds Distributor, Inc. and Principal Securities are members of Principal Financial Group®, Des Moines, IA 50392.

Scholar’s Edge® and the Scholar’s Edge® Logo are registered trademarks of The Education Trust Board of New Mexico used under license. 
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