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Social Security – Considerations prior to claiming your retirement benefit. 
 
Social Security is an important factor in retirement planning, and one that can be 
overwhelming to many investors.  For many individuals approaching retirement, one 
question that is often top of mind when considering the ability to meet future cash 
flow needs is when to actually begin claiming the Social Security retirement benefit.   
 
If you have paid into Social Security over a career lasting at least 10 years, there is a 
good chance that you will qualify for benefits.  Social Security can be claimed at any 
point after a recipient reaches age 62. It is found that most Americans end up taking 
their Social Security as soon as they can. However this may not always be the smartest 
decision since, by doing so, they receive a permanently reduced payment by electing to 
receive benefits at age 62.   
 
The exact timing on when to begin Social Security benefits is tough  to identify.  It really 
depends on the specific situation – i.e. current financial situation, projected income 
and expenses during retirement years, and future health. 
 
Projecting Future Income versus Expenses 
 
For many people, retirement typically means a significant drop in income.  For those 
who don't have a solid grasp of what spending might look like during retirement, it will 
be increasingly difficult to decide when to supplement that income with Social Security 
benefits in order to fill a possible income gap.  Although everybody’s situation is 
different, a standard rule of thumb is to expect retirement expenses to range on 
average between 70% and 80% of one’s pre-retirement income. 
 
Estimating retirement expenses is becoming ever more challenging, particularly with 
the current uncertainty regarding future healthcare expenses.  Healthcare typically 
becomes a larger expense for most people during their retirement years.  According to 
the Bureau of Labor Statistics, healthcare spending in over-65 households averages 
$5,756 per year, including $3,900 for health insurance and another $672 for medicine. 
It is possible that a couple retiring at 65 this year could spend over $260,000 in 
healthcare expenses during their retirement years, and this doesn’t include the costs 
associated with possible future long-term care costs.  For this reason, it is prudent to 
“over budget” for health care expenses when projecting overall expenses during 
retirement. 
 
When one plans on retiring, it would be ideal to use other sources such as savings or 
part-time employment income to help bridge the gap between income and expenses. 
By having other sources to utilize first, they are able to delay Social Security.  It’s 
important to remember that retiring from a job that provides health insurance benefits 
prior to age 65 (when Medicare begins) will force that individual to cover health 
insurance out-of-pocket through a supplemental plan that is likely very expensive. 
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On the Social Security web site (www.ssa.gov), Americans are able to view their current scenario in terms of projections for 
Social Security income at various ages ranging from 62 to 70.  In the budgeting process, these income projections can then be 
added to any other sources of expected retirement income during those years, such as pension or investment income, in 
order to calculate your total projected income at various ages. 
 
This combined income projection number, when weighed against projected retirement expenses, will help provide a better 
idea of when one should be able to afford retirement (i.e. meet your cash flow needs).  It will also help to guide in terms of 
when it makes the most sense to begin taking the Social Security benefit. 
  
Full Retirement Age –FRA   
 
In order to receive 100% of the benefit one is eligible for, they will need to wait until they their reach full retirement age 
(FRA).  An individual’s FRA is dependent on the year in which they were born. The FRA was 65 for Americans born in 1937 or 
earlier, and this figure has been slowly increasing over the years.  For example, for those turning 62 in 2017, the FRA is now 66 
years and 2 months.    
 
For those planning on working during retirement, they may want to delay benefits past retirement age, as employment 
income could negatively affect the amount received from Social Security.  
 
For example, for an individual under full retirement age for the entire year, the government will deduct $1 of benefit payment 
for every $2 earned above the annual limit. For 2017, that limit is $16,920.  In the year they reach full retirement age, benefit 
is reduced by $1 for every $3 earned above $44,880 (in 2017) until the month they reach full retirement age. This reduction 
does, however, end after reaching FRA. 
 
Please note that they will also owe Social Security and Medicare tax on employment earnings, even if they are already 
receiving benefits. 
 
By waiting on receiving Social Security until after reaching FRA, one will receive delayed retirement credits.  Overall, delaying 
your benefit will increase your Social Security benefit by approximately 8% for every year that one holds off, up until reaching 

age 70.  In other words, by waiting until age 70, benefit would increase by 132 percent of the benefit they would have 
received at your FRA of 66. 

Source:  www.ssa.gov 

 
For those who may have under saved for retirement, it would be prudent to attempt to postpone Social Security benefits until 
after their full retirement age (FRA).  This will help to enhance future income. 
 
No one can predict how long they will live, but for those in poor health, have a family history of illness, or are expecting a 
shortened life expectancy, taking Social Security earlier is likely the smartest route to take. As waiting to delay higher benefits 
later in life may never pay off. 



 
For those who happen to have sufficient retirement income from other sources, it might make sense to consider embracing 
a claim-early and invest strategy regarding Social Security. As you can see below, waiting to claim benefits doesn't break 
even with taking benefits early until reaching late 70s or early 80s, depending on when benefits begin.  For those who claim 
benefits early and invest their Social Security income, depending on the annual returns experienced, it could conceivably 

push out that breakeven point even further. 
Source:  www.ssa.gov 

 
For those who are married, consider the impact of one spouse’s claiming decision on the other spouse's financial security 
after the first passing. If a widow is at full retirement age, they can receive 100% of a spouse’s benefit amount after that 
spouse passes away.  In this case, if they happen to claim early and receive a smaller monthly benefit, it may not be enough 
money for that surviving spouse to maintain his or her lifestyle. 
 
Married women are also good candidates for claiming early benefits.  This is primarily because they are more likely to 
outlive their husbands, married women then become eligible to receive the greater of either their benefit or their late 
husband’s benefit.  This is only possible if the husband does not claim his benefits early. By not claiming early benefits, the 
husband effectively increases the monthly benefit his wife will eventually receive upon his death.  
 
Those working in a high-earning job (relative to what they earned early on in their career), might consider delaying 
benefits. If they have already accumulated a 35-year work history (which is a determinant in the Social Security benefit 
calculation), additional high-earning years will replace lower-earning years when determining your benefit.  This would 
subsequently increase the full retirement age benefit.  
 
Knowing when to claim your Social Security benefit is truly of one of the more complex, and important decisions one will 
face leading up to retirement. Making this even more difficult is the fact that there isn’t a “right” answer that is suitable for 
everybody when it comes to an appropriate age to select.  The answer for you will ultimately depend on your financial 
situation, your plans during retirement, and an honest assessment of your life expectancy. A qualified financial partner can 
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