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Nexus Notes 
      June 17, 2013 

Friends, 

 Social Security has recently been in the news.  As everyone should know, Social Security benefits are tied 

to the Consumer Price Index (CPI).  Benefits increase based on the previous year’s CPI calculation.  This is known 

as the cost of living adjustment (COLA).  What has been newsworthy is that there is a proposed change to the index 

which is estimated to reduce the COLA by about 0.3% yearly.  What does this mean in real dollars?  Some 

projections show that if someone retired today at age 65, by the time they reach 80, they would have a cumulative 

decrease of $6,000 compared to what they would get under the current methodology.  That averages out to about 

$44 less per month.  Keep in mind, this is currently only a proposal.     

Will it be there?  For those nearing retirement, there are no other drastic changes proposed.  

However, a common refrain for those under 55 is that they do not believe Social Security will exist for them.  

While it is true that the Social Security “Trust Fund” is projected to be exhausted by 2033 (a new projection 

will be put out soon), benefits will still be paid, although they will be reduced by as much as 25%.  How can 

this be?  Social Security is a pay as you go system.  If nothing is done to shore up the trust fund, then benefits 

will be paid only from collected taxes, not from a combination of taxes and trust fund assets.     

 How to plan.  The most conservative planning that can be done is to project retirements assets as the 

only source of retirement income, other than possible pension income that you might be expecting.  However, 

this is actually unrealistic.  If anything, conservative planning should be based on the assumption that you will 

get at least 75% of your currently projected Social Security benefits.  Either way, you should know what your 

projected benefits are.    What’s that?  You don’t know what your projected benefits are?  In a move to save 

money, the Social Security Administration terminated the annual mailing of the Social Security estimates.  

However, you can go to www.socialsecurity.gov and create an account.  Once created, you can view your 

benefit estimates.  You can also print out a copy of the form you used to receive in the mail.  

Finally, if you are close to retirement, there are numerous Social Security filing scenarios that must 

be investigated.  An incorrect filing strategy can have a very large impact on monthly income and total 

benefits over a lifetime.  For example, take the case of a husband and wife about the same age.  Assuming 

benefit estimates of $1,500 per month at FRA (full retirement age) for him and $900 at FRA for her and life 

expectancies of 88 and 93, respectively. what should they do?  Filing at age 62, they will receive projected 

lifetime benefits of $965,345.  Filing at FRA, raises the benefit to $1,316,836.  At 70, projected benefits will be 

$1,337,890.  On the surface, it appears that waiting to age 70 for both would be the smart move.  It actually 

isn’t.  The optimum strategy for this couple is for the husband at age 66 and 2 months to file for benefits and 

then immediately suspend them.  At the same time, the spouse files a restricted application for spousal 

benefits.  When both reach age 70, they then file on their own records.  Projected lifetime benefits:  

$1,381,598.  What does it look like for you?  Let’s talk about it. 
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