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Tap Social Security Benefits Early or Wait?

When is the best time to start taking Social Security payments in order to maximize the benefits you’ve worked long and hard to earn, while ensuring that income from the federal program is there when you need it?

“Simple question, complex answer,” says George Gagliardi, a Certified Financial Planner® with Coromandel Wealth Management in Lexington, MA.

Yet it’s a question that retirement-minded people in their 60s and 70s must ask. As valuable and timely as Social Security income can be during retirement, the rules governing program benefits can get convoluted, says Natalie Colley, a financial advisor with Francis Financial in New York City. “There’s a lot of confusion about Social Security out there.”

As a result, making the right decision about when to start taking benefits likely will require some research on the Social Security website (www.ssa.gov), a personal visit to an agent with the Social Security Administration, and, perhaps, a consultation with a financial professional with a strong grasp of the program, who can help evaluate your options in the broader context of a retirement plan.

With potentially significant retirement income riding on the decision about when to start taking the benefits to which you’re entitled, it would be time and effort well spent. To get the process rolling, here’s a look at some of the key factors that may weigh in the decision:

• Age. Just because a person is entitled to receive Social Security payments doesn’t mean they should do so. Indeed, while Americans can elect to receive payments beginning at age 62, oftentimes, to maximize their benefits, it’s better to delay Social Security payments until what’s known as “full retirement age.” Full retirement age is the age at which individuals are entitled to full, unreduced Social Security benefits. That age falls between 66 and 67, depending a person’s year of birth. People also have the option to delay payments until age 70. The delay can be well worth it, as each year you wait beyond full retirement age through age 70 nets you a valuable “delayed retirement credit” equal to an annual 8% raise in benefits. 

According to the Social Security Claiming Guide, 2016 edition, from the Center for Retirement Research at Boston College, delaying benefits from age 62 to the full retirement age of 66 can generate 33 percent more in monthly income, while waiting until age 70 yields a 76 percent jump in income. For example, a person who would get a benefit of $1,000 a month at age 62 would get at least $1,333 at age 66 and $1,760 at age 70.

Bottom line: By waiting until age 70 to take benefits, a person is apt to get the most out of the system. The caveat to that approach is that you need to ensure your income from other sources will be adequate until Social Security income kicks in. A financial professional can offer invaluable assistance in evaluating your income needs and putting in place a strategy to meet those needs. “Having a [Social Security] claiming strategy can assure you claim the benefit that’s best for you,” says Rich Van Loan, a Certified Financial Planner® in Boston, MA

To find a Certified Financial Planner® in your area, check out the Financial Planning Association’s searchable national database at www.plannersearch.org.
• Mindset. Resist the temptation to let an, “I’m going to get mine while the getting is good” attitude dictate your decision about when to start taking Social Security benefits, cautions Colley. Instead, remember, “Social Security is insurance for living to a very old age.”

For many people, it’s about delaying gratification, adds Daniel Leonard, a Certified Financial Planner® with Marathon Retirement Planning in Danville, CA. “The ‘present you’ is selfish and wants [Social Security benefits] now. The ‘future you’ would love it if you wait [to take benefits], but they aren't here to vote. If the desired outcome is the biggest pile of money possible [from Social Security], then you should wait” to claim benefits.

For some people who are bent on retiring in their early or mid-60s, however, taking Social Security benefits earlier is the only option that will allow them to stop working. “Hard to argue with [that approach],” says Leonard.

• Earnings. In doing the math to figure out the optimal time to start taking benefits, be sure to obtain a Social Security statement to see the earnings on which you have paid Social Security taxes and a summary of your estimated benefits. That statement is available via the Social Security Administration website at www.ssa.gov/myaccount/. 

• Need. Not everyone has the option of waiting to wring every last dollar of benefits out of the system. Sometimes pressing issues related to health, inadequate retirement savings or job loss may dictate accessing benefits before full retirement age. People who do so are still guaranteed to get benefits for life, but the benefit will be reduced a fraction of a percent for each month they take Social Security income before full retirement age.

• Spousal factors, such as a substantial earnings gap or age gap between two spouses, or if one spouse is deceased, can weigh heavily in a person’s decision about when to turn on the Social Security income stream. Program rules make earnings a major consideration, especially for married couples, because when the higher-earning spouse dies first, the surviving spouse is entitled to get 100% of the higher-spouse’s benefit, provided he/she waits until full his/her own full retirement age to take the survivor benefit. What’s more, the benefit will include any of the higher earner’s delayed retirement credits, along with any cost-of-living adjustments. 
 “The higher earner typically should delay [taking benefits] as long as possible because that’s the benefit the survivor will get,” explains Gagliardi.“The survivor’s benefit is the larger of the two the couple receives. Delaying is particularly important if one spouse didn’t work or didn’t earn enough to get a significant benefit, because the spousal benefit is based on what the higher earner gets.”

“For spouses, it’s just the responsible thing to do, to set your spouse up in the best possible position in case you pre-decease them,” adds Colley.

• Divorce. A divorced person can apply to receive a spousal benefit that is based on an ex-spouse’s earnings even though they are no longer married, provided they were married for 10 or more years and have been divorced for at least two years, according to Colley. What’s more, the lower-earning ex-spouse can apply for the spousal benefit without impacting the higher-earning ex-spouse’s own benefit. If the lower-earning ex-spouse had multiple marriages of at least 10 years to higher-earning ex-spouses, then they have the right to pick the account on which they will base their spousal benefit. In most cases, they choose the higher benefit.
• Employment status. People who are still working can receive Social Security retirement benefits. However, if you're working and receiving benefits early (at 62 to 65, before reaching full retirement age) and your earnings exceed an annual limit established by the SSA, the SSA will deduct from your benefit payments. Those deductions stop upon the month you reach full retirement age.
Because the Social Security program is laden with these kinds of nuances and complexities, and because each person’s financial circumstances, needs and priorities are different, it’s vital to do your research, and then turn to an expert for guidance regarding when to turn on the Social Security faucet. Remember: Once it’s on, you can’t turn it off.

Given what’s at stake, says Colley, it’s worth sitting down face-to-face with an SSA representative who can walk you through your options. Call 1-800-772-1213 to schedule an appointment at your local Social Security office. The SSA also provides calculators to help estimate benefits at various ages. Access them online via www.socialsecurity.gov/estimator/ and www.socialsecurity.gov/planners/benefitcalculators.htm. For answers to other questions about the program, check out https://faq.ssa.gov/ics/support/splash.asp.
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