
GAIN AN EDGE BY SAVING EARLY
Opening a 529 when your child is young 
gives you a head start on education savings

Investment management by:



By beginning early, you give your family’s savings more time 
to grow, harnessing the power of compounding returns and setting 
a solid foundation for your family’s education savings goals.

Achievement starts early
As young or soon-to-be parents, you face many competing demands. In the whirlwind of diaper changes, late-night 
feedings and the joy of watching your child grow, planning for your loved one’s future education can easily slip 
through the cracks. However, starting a 529 plan early can provide benefits and helps you stay on track to achieve 
your education savings goals.

1. Give your savings more time 
to grow
Starting early allows you to maximize 
the benefits of compounding returns, 
where you earn interest not just on your 
original savings but also on the interest 
previously earned. This compounding 
effect can enhance the growth of your 
savings over time.

Imagine a family makes an initial 
contribution of $5,000 when their child 
is born and continues to save $100 
monthly. By the time their child is ready 
for college, their 529 plan could have 
a value of $53,419.15. This growth 
is a direct result of consistency and 
the power of compounding returns. 
Smaller, steady contributions can lead 
to meaningful savings over 18 years.

It’s never too early to start saving

Initial deposit $5,000

Monthly investment $100

Years investing 18

Growth rate 6%

Total invested $26,600.00

Future value $53,419.15

This hypothetical example is for illustrative use only and does not reflect 
an actual investment in any specific 529 plan. The hypothetical example 
assume a monthly contribution of $100, return on average annual investment 
of 6% and no withdrawals during the 18 years. This example’s assumed rate 
of return is not guaranteed and actual returns will vary. Please keep in mind 
that withdrawals from 529 Plan account that are not used to pay for qualified 
education expenses of the beneficiary are subject to federal taxes (including 
a 10% federal penalty tax).

2. Work toward potentially limiting your child’s student loan debt
Borrowing money for college is often easier than paying it back. By saving early, you can accumulate more funds 
over time, potentially reducing the need for student loans. This can ease the financial burden on your child and 
set them on an easier path to financial independence without the weight of debt.

Currently, the average federal student loan debt balance stands at $38,375.1 By contributing to a 529 plan early, 
you can give your child a stronger financial start to their adult life.



3. Children tend to become more expensive as they get older
It’s hard to imagine when you’re in the thick of raising a young child, but children tend to become more expensive 
as they grow. The costs of raising a child include food and, for many, childcare. Families must also consider healthcare 
and insurance expenses, transportation, clothing, sports and extracurricular activities, and family vacations. Depending 
on the college or program they choose, a college degree can also be a significant expense for families. It all adds up.
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By starting to save early in a 529 plan, you can more effectively manage the increasing 
costs of raising a child by dialing down your contributions in the future if required.

4. Let your family and friends help
When a child is born, family and friends often want to celebrate and help. Many offer gifts, and one meaningful gift 
they may not have considered is contributing to your child’s 529 plan. It is a gift that will last a lifetime and provide 
substantial benefits to your child’s future education. An online tool like Ugift® makes it easier for family and friends 
to contribute to your child’s 529 plan.

Family and friends can also make significant contributions to your child’s 529 plan while also taking advantage of tax 
benefits. For instance, by making a lump sum contribution under the accelerated gifting provision, an initial gift 
of $95,000 could grow to $271,162.22 over 18 years, while an initial gift of $190,000 could grow to $542,324.44.

Starting early with an accelerated gift

Initial gift 18 years

Single filer Joint filers

$95,000

$190,000

$542,324.44

$271,162.22

Family and friends can have a profound impact by making early contributions to your child’s 529 plan.

This hypothetical example is for illustrative use only and does not reflect an actual investment in any specific 529 plan. 
The hypothetical example assumes a one-time lump sum contribution of $95,000 or $190,000, return on average annual investment 
of 6% and no withdrawals before 18 years. This example’s assumed rate of return is not guaranteed and actual returns will vary. Please 
keep in mind that withdrawals from the 529 plan account that are not used to pay for qualified education expenses of the beneficiary 
are subject to federal taxes (including a 10% federal penalty tax).



5. Create more opportunities for your child’s education
Having more resources can provide your child with more options when choosing colleges and programs. Their dream 
career may require attending a more costly school or specialized program. With a well-funded 529 plan, you can help 
give them the freedom to pursue their education and career dreams with fewer financial constraints.

The funds in 529 plans are not limited to college tuition. They can also be used for K-12 tuition education, vocational 
and trade schools, on and off-campus housing, food and meal plans, books, computers, as well as many other 
expenses. This flexibility helps your savings adapt to your child’s education needs over time.

6. Prepare for the unexpected
Life can be unpredictable. By saving early for your child’s education, you safeguard your plan against future 
uncertainties. Job loss, health issues or other unexpected events can put a hitch in your savings plans. However, with 
a head start on your family’s education savings, you can navigate these difficult times with more confidence, knowing 
you have already laid the foundation for your child’s education.

Starting a 529 plan early is a strategic financial decision that offers many benefits, 
from maximizing the potential for compounding returns to providing flexibility and 
security against life’s uncertainties.

TO LEARN MORE ABOUT 
SCHOLAR’S EDGE 529 PLAN, 
TALK TO YOUR FINANCIAL 
PROFESSIONAL OR 
VISIT SCHOLARSEDGE529.COM.

http://scholarsedge529.com


1“Student Loan Debt Statistics”, EducationData.org, January 15, 2025.

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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