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Social Security Could Be 
The Most Crucial Component 
Of Your Retirement Strategy
Many Americans rely primarily on Social Security in retirement, and even if you don’t, you still want to know when the 
right time is for you to claim Social Security. Although you will most likely not be able to maintain your current lifestyle 
on a Social Security benefit alone, it can make up a significant portion of your income and is guaranteed for as long 
as you live. As such, Social Security is a crucial part of your retirement plan. However, it’s not uncommon for people 
to claim Social Security at suboptimal times or to run into unexpected complexities concerning how their Social 
Security benefits work.

The Future Of Social Security
The Social Security trust fund is experiencing financial pressures 
as outflows outpace inflows. If the trend continues, some expect 
that only a portion of benefits promised and paid for during your 
working years will be received in your retirement. There are a 
couple reasons for this: firstly, people’s lifespans are generally 
increasing, leading to people spending longer periods of time 
receiving Social Security and waiting later to claim so they
can receive greater benefits. Secondly, interest rates remained 
low for decades, meaning that the Social Security fund, which is 
made up of Treasury Securities, grew at lower rates.1

While this might seem to pose a threat to the program, that is not 
quite the case. As long as people work, Social Security will have 
a source of funding. And it’s very unlikely that Washington will 
ever scrap the program entirely since so many retired Americans 

rely on it. However, lawmakers might very well reduce or restructure 
benefits and/or increase taxes in the future. We could see several 
changes over the course of presidential terms and political cycles 
in terms of how the program is funded and how much it pays out to 
current beneficiaries.

This means that having a plan for maximizing your benefit is essential. 
Benefits are designed to replace about 40% of income,2 but this 
percentage can be higher or lower depending on your earnings 
history, income needs, and success in maximizing benefits. There are 
many ways to claim, and the right strategy depends on the individual.

In this guide, we’ll cover what you should know in order to help you 
optimize your Social Security strategy and inform you of new updates 
to the program.
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01 
HOW ARE SOCIAL SECURITY 
BENEFITS CALCULATED?

Your Social Security benefit is calculated by the Social 
Security Administration based on your average indexed 
monthly earnings, or AIME, in your 35 highest-earning years. 
If your latest year of earnings happens to be one of your 
highest 35 years, working can increase your benefit amount. 
It’s important to regularly check your earnings record for 
accuracy, as your earnings are used to determine both 
your eligibility and benefit amount. The age at which you 
start receiving benefits also affects the amount you receive 
each month, with benefits lasting as long as you live. Taking 
benefits early reduces the monthly amount while delaying 
them increases it. Social Security benefits are also adjusted 
for inflation and can be taxed, with the option to have taxes 
withheld from your benefit.3

It’s important to regularly 
check your earnings record for 
accuracy, as your earnings are 
used to determine both your 
eligibility and benefit amount.” 
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02 
WHAT’S YOUR FULL RETIREMENT AGE?

Although you can claim Social Security as early as age 62, this is not a Full Retirement Age (FRA). Your FRA is unique based on when you 
were born. It will fall between the ages of 65 and 67, starting at 65 for those born before 1938, and is set to increase in two-month increments 
for every subsequent birth year until it is 67 for all new beneficiaries.4 Use the Social Security Retirement Age Calculator or the chart below 
to find your FRA.

Claiming benefits before your full retirement age will result in a 
permanently smaller benefit. If you want to claim past your Full 
Retirement Age, your benefit will increase incrementally for each 
year you defer until age 70.6

*If you were born on January 1st of any year, you should refer to the previous year. 
  (If you were born on the 1st of the month, we figure your benefit (and full retirement   
  age) as if your birthday was the previous month.)

Year of Birth Full Retirement Age

1937 or earlier 65

1938 65 and 2 months

1939 65 and 4 months

1940 65 and 6 months

1941 65 and 8 months

1942 65 and 10 months

1943 - 1945 66

1955 66 and 2 months

1956 66 and 4 months

1957 66 and 6 months

1958 66 and 8 months

1959 66 and 10 months

1960 and later 67

5
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03 
YOUR BENEFIT AND INFLATION

The Cost-of-Living Adjustment (COLA) for 2024 is 3.2% - a significantly smaller percentage increase than the previous year.7

This year’s 3.2% COLA is meant to offset the lesser but continued inflation of 2023. It’s important to note that COLA increases don’t always 
keep up perfectly with overall inflation.8

9

12

Keep in mind that COLA adjustments for some years have been 
as low as 0.3% for 2016 and even 0% for 2015.9 So, it’s not a 
given that COLAs will increase each year or match the pace 
of inflation perfectly. Just as you should consider the longterm 
effects of inflation on your Social Security benefit, you should 
consider its effects on your other sources of retirement income 
and savings.

In 2024, the maximum monthly benefit for retirees who claim 
at their maximum retirement age is $4,873. The maximum 
monthly benefit for those who claim at their minimum age 
is $2,572.10 The Special Minimum Benefit, designed for low-
income earners, has a minimum benefit for those who have 
worked at least 11 years of $50.90. For those who have worked 
at least 30 years, it tops out at $1,066.50. There is a reduction in 
benefits for claiming before one’s full retirement age, but there 
is no additional benefit for waiting past that age when it comes 
to the Special Minimum Benefit.11 This illustrates the range of 
benefits that may be available to you if you claim this year.
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Annual COLA

January 2014 1.5%

January 2015 1.7%

January 2016 0.0%

January 2017 0.3%

January 2018 2.0%

January 2019 2.8%

January 2020 1.6%

January 2021 1.3%

January 2022 5.9%

January 2023 8.7%

January 2024 3.2%
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04 
MAXIMUM TAXABLE EARNINGS INCREASE TO $168,600

Employees are required to pay a 6.2% Social Security tax (with their employer paying an additional 6.2% on their behalf) on income up to a 
certain limit. Any earnings above that amount are not subject to the tax. In 2024, this tax rate will remain the same, but the cap will
increase to $168,600.13 

So, if you make the maximum amount or more, you will only pay 6.2% on earned income up to stated limit, which goes towards your Social 
Security benefits. For example, if you made at least that maximum amount for 30 years (according to how Social Security is calculated
which is covered above), you will likely be eligible for the maximum benefit amount for whichever age you claim at.
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05 
NOTE THIS CHANGE

Over time, the Social Security Administration has slowly stopped mailing out most Americans’ Social Security benefit statements and instead 
encourages people to access their statements online.

Make Sure Your Work Counts

It’s important to check your earnings statement regularly to 
make sure you are getting credit for the taxes you’re paying 
into the system. To make an online account, either look for a 
letter with an activation code or go onto the Social Security 
Administration’s website and use a valid email address to 
create a My Social Security Account. This way, you can check 
that your earnings history and Social Security taxes have been 
paid and recorded.
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06 
ARE YOU PLANNING TO WORK IN RETIREMENT?

In a recent study, 70% of Americans said they plan to do some kind 
of paid work in retirement.14 While there are good reasons to work 
in retirement, earning extra income while receiving Social Security 
could mean a reduction in monthly benefits.15

Social Security beneficiaries under their Full Retirement Age 
who earn more than $22,320 in 2024 will have $1 withheld for 
every $2 they earn above this limit. This earnings limit jumps 
to $59,520 in the year recipients reach their Full Retirement 
Age. Once recipients reach their Full Retirement Age, there is 
no income limit on earnings.13
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07 
ARE YOU MARRIED? DIVORCED? WIDOWED? REMARRIED?

Even if you don’t qualify for your own Social Security benefit, you 
could qualify for a spousal benefit. If you have reached your Full 
Retirement Age and have been married for at least one year, you 
can claim a Social Security spousal benefit worth up to 50% of your 
spouse’s benefit. You will receive less than 50% of your spouse’s 
benefit if you claim spousal benefits before your full retirement age, 
but you will not receive more than 50% by waiting past your Full 
Retirement Age to claim. 

“What if I’m divorced?” you might ask. If you were married for at least 
10 consecutive years, have been divorced for at least two years, and 
are not remarried, you can still claim a spousal benefit worth half of 
your ex-spouse’s benefit after you turn your Full Retirement Age. If 
your spouse is remarried, it will not affect your spousal benefit.16

If you were married for at least 
10 consecutive years, have been 
divorced for at least two years, 
and are not remarried, you can still 
claim a spousal benefit worth half 
of your ex-spouse’s benefit after 
you turn your Full Retirement Age.” 
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Understanding The Tradeoffs 
Regarding When To Claim 
Social Security
Earning Your Maximum Benefit

Claiming Early or On Time

Some people shoot to earn their maximum benefit by either trying 
to work at higher wages for longer or waiting until age 70 to claim. 
If you’ve earned as much as you can and are waiting until age 

While claiming later may earn you more in monthly benefits, 
you’re sacrificing earnings by delaying. You may have a 
situation where you end up with more total benefits over time 
by claiming early or on time because you’ve accumulated 
more monthly payments. Much of this decision is about your 
life expectancy. Many of the proponents of claiming early 
might say that you never know what could happen in the 
future, so claiming guaranteed income sooner rather than 
later could be your most advantageous option. 

70 to claim, you’ll receive a larger monthly benefit that can add a 
muchneeded boost to your earnings, especially if you can cover your 
costs until then.

Deciding when to claim is a decision entirely unique to you. 
Because the Social Security benefit calculations are based on 
your unique earnings history, it could make sense to claim at your 
maximum or minimum age. In addition, you have a unique set of 
risks, goals, savings, and asset levels outside of Social Security, all 
of which may influence when and how much to shoot for when 
claiming Social Security. Compute the effect of early or delayed 
retirement by using the Early or Late Retirement Calculator: 
https://www.ssa.gov/oact/quickcalc/early_late.html
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Let’s Review Your Unique 
Options And Strategies
Regardless of changes, for most people, their ultimate goal 
should be to receive the largest benefit for the longest amount of 
time possible. There are countless factors that go into the “when” 
and “how” of claiming your Social Security, and all of those factors 
relate back to your individual situation. We invite you to come 
into our offices to go over your options and see if we can find a 
strategy that works for you.

CLICK HERE 
To Request Your Complimentary, Social Security

Optimization Review!
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