
Putting a Foundation Beneath
Your Children’s Dreams
All parents have big dreams for their
children. They hope that one day they’ll
grow up to become someone truly great —
the President of the U.S., a doctor who finds
a miracle cure, a concert pianist. These
dreams can be obtained with the help of a
college education. College is an enriching
experience where a person enters as a child
and emerges as a well-rounded adult. 
It gives young people the opportunity to
learn, to grow, to experience life. Upon
graduation, their diploma may be their
passport to a more productive life. It could
mean a better job, a bigger salary, and a
brighter future. 

How Much Does College Cost?
Most people look back on their college years
with great fondness — and many look ahead
to their children’s education with some
anxiety. With costs so high, how can I afford
to send my kids to college? According to the
1999 College Board statistics, a college
education currently averages about $35,000
(with inflation) for a four-year degree at a
public college, and over $85,000 (with
inflation) at a four-year private school.
Looking at the Ivy League? Four years of
tuition, fees, room and board are even 
higher at elite schools such as Harvard and
Yale. And costs keep rising. The College
Board says that the average annual increase
in tuition at private universities during
1998-1999 was about 4%. These numbers
can strike fear into the hearts of parents and
students alike. Sure, the ever rising costs of
college can be a challenge, but it is one that
can be met. Early preparation can help make
it easier for everyone concerned. 

Your Children’s
Education
A  G A M E  P L A N  F O R

M E E T I N G  C O L L E G E  C O S T S

Sending children to college
can be a major financial
burden for many parents.
Establishing a sound financial
plan can be a key to easing
that burden, and allow
your children the education
they deserve.

Here are some tips to remember when
thinking about college funding:

Pre-Pay Tuition — Some state universities
have set up innovative programs where
college expenses may be paid in installments
over many years, prior to attending the
school. This may be a convenient way to meet
expenses, but it takes the choice of school
away from your child. What if your child does
not want to attend the state university? This
could pose a problem.

Savings — Congress has made it slightly easier
to save for your children’s college education.
You can put up to $500 per year into an
Educational IRA for each child.1 This money
will grow, tax-deferred, and may be used for
any qualified higher educational expense
incurred by the child before age 30. 

Additionally, you may now use money in your
personal IRA to help fund your children’s
education. Withdrawals made to pay qualified
higher educational expenses no longer trigger
the 10% tax penalty which is generally due on
withdrawals prior to age 591⁄2. Of course this
may take a chunk out of your future nest egg,
but it is an important new option to consider.

Borrowing — These days, most people borrow
at least a portion of the money needed to cover

College for the Class of 2018

For newborns today, who will enter college
in 2018, educational costs are high.
Assuming a modest 4% inflation rate, a four-
year college education is projected to cost
between $60,000 (public university) and
more than $ 170,000 (private university).

Source: Journal of Financial Service
Professionals 3/00

1Subject to limitations based on your family’s combined
Adjusted Gross Income (AGI).



college expenses. You may want your
children to look for student loans with
special lower rates and repayment terms for
college. However, repaying a large loan 
for many years after graduation can be a
burden for some recent graduates. Tapping
into your 401(k) plan may be an option,
but you may want to take a loan rather than
a withdrawal to avoid tax consequences. Of
course, a loan will impede the potential
growth of your retirement nest egg.

Financial Aid — There are billions of
dollars available each year in scholarships,
grants, and work study programs. Financial
aid to middle income families may be tough
to come by, but some universities are more
willing to offer generous financial aid pack-
ages. It’s certainly worth contacting your
child’s high school and prospective college
financial aid office to see if you’re eligible.

The Team Approach — With the seemingly
overwhelming cost, it may be most practical
to finance school through many sources —
your personal savings, student loans,
financial aid, even a part-time job for your
child. Once in school, your child might want
to look into paid internships that provide
valuable experience and help pay the bills.
Every bit will help, but the bulk may still
have to come from money you put away
over the years — so it’s essential to make the
most of your savings and investments.

The Key to College Funding
Start saving now! There’s no better time
than the present to begin accumulating
funds for future college costs. Below are
some tips:

Put time on your side — If your children are
young, or you don’t have children yet, you
can put the power of time to work for you.
The sooner you start, the better, letting the
wonder of compound interest help build a
nice college fund. 

Pay yourself first — Systematically set aside
a fixed amount at a regular interval that
you can comfortably afford. You may be
able to have this done automatically
through bank drafting and payroll

deduction. Speak to your financial
institution and payroll department to set up
these convenient savings methods.

Use tax advantages — You can try to
maximize earnings and minimize taxes
through several tax-advantaged strategies.
Investing in tax-free municipal bonds or
bond funds, setting up a trust, and making
a gift under the Uniform Gift or Transfer to
Minors Act are three ways to possibly lower
the tax bite. Consult your tax advisor and
attorney regarding these approaches.

Don’t put all your eggs in one basket —
Diversification is a key to reducing
potential risk. Dividing your money among
different financial vehicles may help protect
against loss and increase the potential for
competitive returns. If your children are
still in diapers and you have a long time
horizon, you may want to consider
financial products that may offer the
potential for greater returns to complement
traditional bank products.

The Financial Vehicles to Take
Your Kids to College
Before your child asks you for a spiffy new
sports car to take to school, you may want
to take a look at some financial vehicles.
Permanent life insurance products, such as
whole life and universal life, offer cash
value accumulation in addition to their
essential financial protection. Over the long
term, the cash value accumulation may be
significant enough to help fund a portion of
college expenses2. Annuities may also be an
option. There are a variety of annuities
designed to help build your nest egg. Some
products offer the convenience of automat-
ic bank drafting — making systematic
monthly premium payments easy3. Speak to
your New York Life agent and NYLIFE
Securities Inc. registered representative
today to find out how life insurance,
annuities, and other financial products can
help you to help your children. For more
information on variable products, including
charges and expenses, ask your NYLIFE
Securities Inc. registered representative

for a free prospectus. Please read the
prospectus carefully before you invest.

2 Policy loans may decrease death benefit

3 Withdrawals from annuities prior to age 591/2
may be subject to a 10% IRS penalty tax.

Neither New York Life Insurance Company nor New York
Life Insurance and Annuity Corporation guarantees the
performance of the variable accounts, which are subject to
market fluctuation, and when sold, may be worth more or
less than the amount invested.

New York Life Insurance Company
New York Life Insurance and Annuity 
Corporation (A Delaware Corporation)
NYLIFE Securities Inc. (Member NASD)
51 Madison Avenue
New York, NY 10010

www.newyorklife.com
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Amount of Money Available
When Your Child Turns 18
(if you save the following amounts each month)

Child’s 
Age $100 $200 $300 $400
Now Month Month Month Month

Newborn $48,329 $96,658 $144,987 $193,316
1 43,468 86,936 130,404 173,872
2 38,979 77,958 116,937 155,916
3 34,835 69,670 104,505 139,340
4 31,008 62,016 93,024 124,032
5 27,474 54,948 82,422 109,896
6 24,211 48,422 72,633 96,844
7 21,198 42,396 63,594 84,792
8 18,417 36,834 55,251 73,668
9 15,848 31,696 47,544 63,392

10 13,476 26,952 40,428 53,904
11 11,286 22,572 33,858 45,144
12 9,264 18,528 27,792 37,056
13 7,397 14,794 22,191 29,588
14 5,673 11,346 17,019 22,692
15 4,081 8,162 12,243 16,324
16 2,611 5,222 7,833 10,444

This illustration shows monthly compounding
at a hypothetical rate of return of 8%. This does
not take into consideration taxes, inflation, or
any expenses connected with any particular
product. This does not predict nor guarantee
the performance of any actual product.


