
Paying for college doesn’t have to break your budget. Here are common 
saving and investing methods parents are using today.

Top 7 college savings trends
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Most parents know how important it is to get a college education in today’s economy. According to 

the Sallie Mae report, How America Saves for College 2015,1 nine in 10 parents believe college is a 

good investment in their children’s future and can give them “an array of opportunities” they wouldn’t 

otherwise have.

Still, college requires a hefty investment for most families. According to the nonprofit College Board, 

the average cost for a single year at a four-year public college or university in the U.S. for 2015-2016 

is $19,550. For a private college, it’s $43,920.2

* Latest annual inflation rate through the 12 months ending in November 2015 was 0.5% before seasonal adjustment, December 21, 2015, Bureau 
of Labor Statistics. Average annual increase in published tuition and fees for in-state students enrolled full time at public four-year colleges and 
universities was 2.9% (before adjusting for inflation), College Board, “Trends in College Pricing 2015.” 

Source: Hypothetical projected data based on 2015-2016 average published undergraduate charges for tuition, fees, room and board, and average 
annual percentage increase in inflation-adjusted published tuition, fees, room and board by decade, 2005-06 to 2015-16 as reported in the College 
Board, Annual Survey of Colleges 2015; based on NCES, Integrated Postsecondary Education Data System (IPEDS), 2016.

Key Points:

• The cost of a 

four-year college 

degree continues 

to outpace 

inflation. 

• Parents and 

students have 

more choices than 

ever to help them 

save and pay  

for college. 

• Increasingly,  

savers are relying 

on other sources 

of funds to help 

meet college costs.

The growing cost of a college education
College expenses are rising faster than the rate of inflation on consumer products, as measured by the 

Consumer Price Index.* Here’s how a single year’s costs for tuition, fees, room and board are projected to 

increase over the next 18 years if they continue to climb at their current pace.
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that there are a variety of other funding sources and 

strategies they can use in their saving efforts,” he notes. 

4. Taking advantage of 529 benefits

The use of 529 plans for college investing is increasing, 

says Polimeni, because of their potentially significant tax 

and estate planning advantages and beneficiary flexibility.

529 college savings plans offer potential tax-free 

growth, and the earnings portion of any withdrawal is 

federal (and possibly state and/or local) income tax  

free if used for qualified higher education expenses.  

Although 529 plan contributions cannot be deducted 

from federal income taxes, some state-sponsored  

plans offer residents a state income tax deduction for 

their contributions.

These eye-opening costs have caused parents to take 

a fresh look at the strategies they use to help pay their 

children’s college bills, says Richard Polimeni, director, 

education savings programs, Merrill Lynch.

“The reality of college costs is a major concern for most 

parents,” says Polimeni. “But it’s also a great motivator 

because they want their children’s lives to be better —  

and free from the kind of college debt they themselves had 

to take on. Parents are doing what they can now to make 

that happen.”

Polimeni outlines some of the key college savings and 

investing tactics trending with parents today. 

1. Starting earlier

“A few years ago, the average age of a beneficiary for 

a new 529 account was around nine or 10 years old,” 

says Polimeni. “Today, it’s closer to five or six years 

old.” Starting to save or invest earlier allows parents 

to take advantage of more years of potential growth 

through compound earnings over time.

2. Saving more, borrowing less

Young parents who have only recently finished paying 

off their own college loans have a strong desire to save 

more and borrow less to finance their children’s college 

education: 82% of parents who had college debt said 

it had made them consider other strategies for their 

children.3 “They know that they were dealing with their 

college loans many years after the fact. And they don’t 

want their children to be burdened with that same 

experience,” says Polimeni.

3. Setting a realistic savings target

Parents are now being more realistic about the amount 

of college costs they are willing to take on without 

jeopardizing their other priorities, including retirement 

savings, Polimeni says.

“We see a definite change from parents feeling that 

they have to finance 100% of college costs to realizing 

Another advantage: 529 plans give the account owner 

the flexibility of changing beneficiaries potentially 

income tax free if the original beneficiary chooses not  

to go to college.

Source: Strategic Insight’s 3Q14 Savings Plan Data Quarterly Highlights

Growth in the use of Section 529 college  
savings plans
As college costs have increased, more people are utilizing 

college savings plans. The chart below shows the rise in 529 

plan assets over the past several years.
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“Parents take the money they have been putting aside every month 
for day care and redirect it into a 529 college savings plan.”

— Richard Polimeni, 
director, education savings programs, 

Merrill Lynch

5. Using bonuses, tax refunds and other windfalls

Today’s college savers also are looking to a variety of 

funding sources, including bonuses, tax refunds, earnings 

from hobbies and inherited money, to fill the college 

funding gap before they resort to taking out loans.

Parents whose children are “graduating” from day care 

to public elementary school have been using another 

great option, says Polimeni. “They take the money they 

have been putting aside every month for day care and 

redirect it into a 529 college savings plan.”

“When you find yourself in a situation where you suddenly 

have extra money every month that you’re used to 

spending, it also can be helpful to set up a recurring 

automatic draft from your checking account to your 

college savings plan account so you’re not tempted to 

spend it on something else,” says Polimeni.

6. Getting a little help from friends and relatives

More than half of the parents (51%) surveyed by the 

College Savings Foundation said they are asking family 

or friends for college savings contributions instead of 

material gifts.

The number of grandparents who are helping to pay for 

a grandchild’s education through outright gifts to the 

college or contributions to 529 plans is also increasing, 

Polimeni says. This strategy also can be beneficial for 

the grandparent’s estate and gift tax liabilities. 

7. Sharing costs with their students

Increasingly, parents are asking their older children to 

take on a portion of their own college costs — and 

“As they look at alternatives to take care of this big-ticket 

item, parents are getting their children involved in the 

conversation,” says Polimeni. Often that means setting 

a dollar amount they can afford and then working with 

their child to find ways to supplement it, such as via 

work-study options, part-time work, grants, scholarships, 

financial aid and student loans (which Polimeni says 

should only be used as a last resort).

Of all the latest trends in college savings, perhaps the most 

important one is to get started as soon as you can. Even if 

you can only save a small amount, every bit helps. “Every 

dollar saved is one more dollar that you won’t have to come 

up with — or borrow — later,” Polimeni says.

Source: College Savings Foundation 2015 Survey of Youth (“How Youth Plan to Fund 
College”)

High school students plan to pay for their  
college costs
Students aren’t expecting their parents to shoulder college 

costs alone: The majority of students think they bear some 

responsibility for funding their education.

$

82%

Percentage of students 
who feel responsible  
for funding all or part  
of their college costs

today’s high school students are willing to do so.  

The vast majority (82%) of students polled by the 

College Savings Foundation in 2015 believe it is  

their responsibility to pay for at least part of their  

higher education.4



How Merrill Edge® can help

Visit merrilledge.com/collegesavings to learn about:

• Tactics to help you save for a child’s education even 

when time is not on your side

• How most Americans pay for college

• Hidden benefits of 529 college savings plans

For one-on-one assistance from a Merrill Edge 

Financial Services Advisor™ call us at 888.ML.INVEST 

(888.654.6837) Monday through Friday, 8 a.m. to 10 p.m. 

Eastern. Or go to locations.merrilledge.com.

To learn more about the benefits of becoming a  

Merrill Edge client, please call 888.MER.EDGE  

(888.637.3343).
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