Social Security Strategies for Couples

by William Reichenstein and William Meyer

Article Highlights

® Both spouses cannot receive spousal benefits at the same time.

® The spouse with the smaller primary insurance amount is entitled to the benefits of their earnings record or, if eligible, the spousal benefits.
® Depending on expected life-span, it may make sense for the spouse with the higher primary insurance amount to delay claiming to age 70.

In this third article
in a three-part series on
claiming Social Security
benefits, we discuss claim-
ing strategies for married

couples.

The good news for a couple
is that they can often add more to
their cumulative lifetime benefits
than a single individual can by
using a smart claiming strategy.
The bad news is the claiming decision is much more complex.
Much of the complexity revolves around the rules governing
spousal benefits and survivor’s benefits.

The strategies in this article assume that no one besides
the couple themselves can receive benefits based on either
spouse’s earnings record. If children or parents can receive
benefits based on the couple’s earnings record, the material
presented here is not sufficient to make the claiming deci-
sion. The strategies further assume no pension is received by
either spouse from work not covered by Social Security (e.g,,
public-school teachers, police officers, firefighters and other
government employees). Finally, the strategies are based on
the current promises of the Social Security system. The U.S.
Congress may make changes at its discretion.

Four Key Points for Determining When to Begin

In last month’ article (“Social Security Strategies for
Singles,” November 2013 AAIl Journal Financial Planning
column), we presented two of four key points for determining

when to begin benefits. Couples will
need to consider all four points as
part of their decision process. The
four key points are:

e Two criteria: Individuals and
couples should consider two
criteria when deciding when
to begin Social Security
benefits. They want to 1)
maximize the present value of
expected cumulative lifetime
benefits, if they live to their

life expectancy(ies) and 2) minimize longevity risk. The
optimal strategy sometimes requires a trade-off between
these two criteria.

* Lesson 1: If a single individual lives to age 80, the

cumulative lifetime benefits will be approximately the
same whether benefits begin at 62, 63, 64 or any age
through 70.

* Lesson 2: The relevant life expectancy for the decision

of when the spouse with the higher primary insurance
amount (PIA) should begin benefits based on his/her
earnings record is the lifetime of the second spouse to
die, while the relevant life expectancy for the decision
as to when the spouse with the lower PIA should begin
benefits based on his/her record is the lifetime of the
first spouse to die.

* Lesson 3: If atleast one spouse lives well beyond the age

when the higher earner would turn age 80, the couple’s
cumulative lifetime benefits will usually be highest if
the higher earner delays benefits based on his record
until age 70.
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Table 1. Social Security Eligibility

This table shows the full retirement age (FRA) for your own and spousal benefits. A retiree would receive the primary insur-
ance amount (PIA) if his own benefits are begun at FRA. It also shows reductions and credits for early and delayed benefits.

Age 62 Per Month Age 70
Full Benefit Delayed Benefit

Year of Retirement Per Month Reduction to PIA If as % Retirement Credit as %
Birth* Age Benefits Begin Prior to FRA** of PIA (%) of PIA
1943-54 66 5/9% for 36 mos + 5/12%/mo 75 2/3 132
1955 66 and 2 mos 5/9% for 36 mos + 5/12%/mo 74.17 2/3 130.67
1956 66 and 4 mos 5/9% for 36 mos + 5/12%/mo 73.33 2/3 129.33
1957 66 and 6 mos 5/9% for 36 mos + 5/12%/mo 72> 2/3 128
1958 66 and 8 mos 5/9% for 36 mos + 5/12%/mo 71.67 2/3 126.67
1959 66 and 10 mos 5/9% for 36 mos + 5/12%/mo 70.83 2/3 125.33
1960 or later 67 5/9% for 36 mos + 5/12%/mo 70 2/3 124

*Social Security considers people born on January 1 to have been born in the prior year.
**The monthly reduction is 5/9% for the first 36 months prior to full retirement age, and 5/12% for every month after the first 36 months.

Spousal and Survivor's Benefits

For clarity and to avoid the end-
less use of “his or her,” we assume
the spouse and later widow is the wife.
Spousal benefits are benefits the wife
receives based on the husband’s earnings
record when he is alive, while survivot’s
benefits are benefits the wife receives
based on her husband’s earnings record
after he has passed. The rules are the
same for a husband, however.

We begin this article with a brief
review of survivor’s benefits. First, there
is a separate full retirementage (FRA) for
survivor’s benefits. The full retirement
age we have previously discussed in this
seties of articles applies to benefits based
on your own earnings record and spou-
sal benefits; the full retirement age for
survivor’s benefits applies to survivor’s
benefits only. The full retirement age
for survivor’s benefits is 66 for someone
born in 1945 to 1957. It increases two
months per year thereafter and is 67 for
someone born in 1962 or later. (As we
stated in the series’ first article (“Social
Security Basics,” October 2013 AAIl
Journal), Social Security rules consider
people to attain an age the day before
their birthday. So, according to the Social
Security Administration (SSA), someone
born on January 1 has a full retirement
age of someone born on December 31
of the prior year.)

Second, survivor’s benefits can be-
gin at 60. If claimed at 60, the reduction
1s 28.5%. If begun at full retirement age
for survivor’s benefits or later, it is the full
survivor’s benefit. If survivor’s benefits
are begun between age 60 and the full
retirement age for survivor’s benefits,
the reduction is a pro rata share of the
maximum reduction of 28.5%. There are
no delayed retirement credits earned by
delaying survivor’s benefits beyond full
retirement age for survivor’s benefits.

Third, if the widow is atleastage 70
at the death of her husband, the wife/
widow will generally receive the larger
of her own benefits or her unreduced
survivor’s benefits, where her survivor’s
benefit is usually her husband’s benefit
amount at his death (but it can be a
higher amount). Since most widows
are at least 70 when their husband dies,
this statement covers most cases. If the
widow is younger than 70, it may not be
in her best interest simply to continue
the higher of her own benefits or her
survivor’s benefits. Due to space limita-
tions, we cannot cover those strategies
in this article. For mote information,
read our book, “Social Security Strate-
gies” (2011).

Rules Governing
Spousal Benefits

Claiming strategies for couples often

revolve around spousal benefits. Rules
governing spousal benefits include the
following:

* Dual entitlement: The wife is
entitled to the larger of benefits
based on her earnings record or, if
eligible, spousal benefits, which are
up to 50% of her husband’s primary
insurance amount.

* Both spouses cannot receive spousal
benefits at the same time.

* In order for the wife to receive
spousal benefits, she must be at
least 62 and her husband must
have “filed for benefits based on
his earnings record.” For example,
suppose she wants to file for spousal
benefits based on his earnings
record. For her to be eligible
for spousal benefits, he must 1)
already be receiving benefits based
on his earnings record or 2) once
he reaches full retirement age, he
can file for his own benefits and
immediately suspend them—that
is, he can file and suspend his
benefits (aka, voluntary suspension
of benefits).

e If the wife applies for benefits
before attaining full retirement
age and she is eligible for spousal
benefits, then she is deemed to
be applying for both her own
retirement benefits and spousal
benefits. Stated differently, before
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attaining full retirement age, she
cannot apply for spousal benefits
only and later switch to her own
benefits, or vice versa.

¢ Afterattaining full retirement age or
later, the wife can apply for spousal
benefits only, if eligible, and later
switch to her own benefits or vice
versa.

e If the wife has attained full
retirement age (and her husband
has filed), she can make a restricted
application for spousal benefits only
and receive 50% of his primary
insurance amount. Meanwhile,
benefits based on her record
would continue to accrue delayed
retirement credits.

e If shehas notattained full retirement
age (and her husband has filed), her
spousal benefits are reduced by
25/36% for each of the first 36
months and by 5/12% for each
additional month that benefits
are begun before she attains full
retirement age.

Examples of Spousal Strategies

An example covering six cases
should help clarify spousal benefits.
Suppose Joan is age 62 with a primary
insurance amount of $900, and Bill is
age 65 with a primary insurance amount
of $2,000. Both have full retirement
ages of 66. Table 2 summarizes the
cases. All dollar amounts are expressed
in today’s dollars.

Case 1: If Bill has already begun
benefits, Joan can apply for spousal
benefits today. Since she is younger than
her full retirement age, but eligible for
spousal benefits, she is deemed to be
applying for both her own retirement
benefits and spousal benefits. At 62, the
benefit based on her earnings record is
$675 amonth, [75% X $900] as explained
in Table 1, which shows the age require-
ments for Social Security eligibility and
is republished from the aforementioned
first article in this series in the October
2013 issue. Her spousal benefit at 62
is $70 [70% x ($1,000 — $900)], where
$1,000 is the base spousal benefit (that
is, half his primary insurance amount),

$900 is her pri-

Monthly Benefits (S)

Casel Case2 Case3 Case4 Caseb Caseb

mary insurance Six Cases
amount, so ,
($1,000 — $900) Jg\ans
is her unreduced L
spousal benefit. 62 745
She only receives 63 745
70% of this 64 745
amount because 2653 ;32
she is applying
for spousal ben- 67-69 745
>70 745

efits 48 months
before attaining
full retirement
age. The reduc-
tion to 70% is
calculated as 70%
=1 - (25/36%

dollars.

Joan has a primary insurance amount of $900 and her husband
has a PIA of $2,000.
efits would vary depending upon when she begins benefits and,
if not originally eligible for spousal benefits, when she applies

for spousal benefits. All dollar amounts are expressed in today’s

= 675 675 = =
795 750 675 - -
795 750 675 = =
795 750 675 - -
795 750 775 1,000 =
795 750 775 1,000 1,000
795 750 775 1,188 1,188

This table shows how Joan’s monthly ben-

X 36 months)
— (5/12% % 12
months) since she is starting spousal
benefits 48 months before attaining full
retirement age. So, she receives $745,
which is $675 (her own benefit at 62) +
$70 (her spousal benefit at 62).

Case 2: Bill has not already begun
benefits. One year hence at his full retire-
ment age, he files and suspends benefits
based on his earnings record. If Joan files
at that time at 63, she is deemed to be
applying for both her own benefits and
spousal benefits because she is eligible
for both. Benefits based on her earnings
record are $720 a month (80% X $900).
Spousal benefit at 63 is $75, or 75% X
($1,000 — $900). The ($1,000 — $900)
is her unreduced spousal benefit, but
she only receives 75% of this amount
because she is applying for spousal
benefits 36 months before attaining full
retirement age. So, her total benefit is
$795, which is $720 + $75.

Case 3: Joan files today at 62. Since
Bill has not filed for benefits, Joan is not
yet eligible for spousal benefits. Today,
she begins her own benefits of $675 a
month as explained in Case 1. In one
yeat, he files and suspends, which makes
her eligible for spousal benefits. She
files for spousal benefits at age 63 and
receives $75 [75% X ($1,000 — $900)]
in spousal benefits, where 75% is her
spousal benefits fraction when applying
36 months before attaining full retire-
ment age as explained in Case 2. Her

total benefits at 63 are $750, or $675 (her
own benefits at 62) + $75 (her spousal
benefits at 63).

Case 4: Like Case 3, Joan files today
at 62. Since she is not yet eligible for
spousal benefits, she begins retirement
benefits based on her earnings record
of $675 a month. In one year, Bill files
and suspends, which makes her eligible
for spousal benefits. However, unlike
in Case 3, Joan defers spousal benefits
until she attains full retirement age. At
full retirement age, she begins spousal
benefits and receives $775. The calcula-
tion is $675 (for her own benefits at 62)
+ ($1,000 — $900) in additional spousal
benefits, where ($1,000 — $900) is her
unreduced spousal benefit at full retire-
ment age. She gets this full unreduced
spousal benefit because she applied
for it at full retirement age or later. In
short, as in Case 3, Joan may add spousal
benefits when Bill files and suspends
his benefits, but as in Case 4 she may
also delay adding spousal benefits until
a later date, which would likely be at her
full retirement age.

Case 5: If Joan applies for benefits
at full retirement age (66) and Bill has
filed for his benefits, she will receive a
$900 retirement benefit based on her
record + $100 spousal benefit, [$1,000
— $900], for a combined benefit of
$1,000 2 month. However, she should
make a restricted application for spousal
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benefits only of $1,000 a month, half
of his primary insurance amount. Then,
when she turns 70, she can switch to
benefits based on her earnings record
of $1,188, [132% of $900], where 32%
reflects her delayed retirement credits.
Warning: If, at full retirement age, Joan
does not restrict her application to a
“spouse only” benefit, the Social Secu-
rity Administration will likely assume
she is applying for her $900 retirement
benefit + $100 spousal benefit. In this
case, she would not be able to switch
at 70 to $1,188 because she would not
receive the delayed retirement credits
since she began her own benefits at full
retirement age.

Case 6: If Joan applies for benefits
at 67 (and Bill has filed for his benefits),
she will receive $972 retirement benefits
based on her record, which reflects 12
months of delayed retirement credits,
plus $28 in spousal benefits, [$1,000 —
$972], for a combined benefit of $1,000
a month. As discussed in Case 5, at 67
Joan should restrict her application to a
“spouse only” benefit of $1,000, half of
Bill’s primary insurance amount. Then,
when she turns 70, she can switch to
her retitement benefit of $1,188, which
is 132% of $900.

In short, let’s consider two situa-
tions. First, if Joan makes a restricted ap-
plication for spousal benefits only after
attaining full retirement age, her spousal
benefit will be the base spousal amount,
half of Bill’s primary insurance amount.
Second, Joan applies for her retirement
benefits before full retirement age and
applies for spousal benefits on or after
the date she applies for her retirement
benefits. In equation form, her retire-
ment benefit = her primary insurance
amount X reduced benefit factor, where
the reduced benefit factor is less than
1 as explained in Table 1. In equation
form, her spousal benefit = (base spousal
benefit—her primary insurance amount)
X spousal reduction factor, where the
spousal reduction factor is less than 1 if
she applies for spousal benefits before
full retirement age and 1 if she applies
at full retirement age or later. In such
situations, both retirement benefits and
spousal benefits are calculated separately,

reduced separately when applicable with
their own reduction factors, and then
added together.

Two Lessons for Couples

Two lessons apply to couples. In
addition, as we shall see, Lesson 1 also
has implications for couples. So we
repeat it here. For clarity, we assume
the husband has the higher primary
insurance amount, but the rules are the
same if the wife has the higher primary
insurance amount.

Lesson 1: If a single individual
lives to age 80, the cumulative lifetime
benefits will be approximately the same
no matter what age benefits begin.

Lesson 2: The relevant life expec-
tancy for the decision as to when the
spouse with the higher primary insurance
amount should begin benefits based on
his earnings record is the life expectancy
of the second spouse to die, while the
relevant life expectancy for the decision
as to when the spouse with the lower
primary insurance amount should begin
benefits based on her record is the life
expectancy of the first spouse to die.

Consider a married couple, both age
62. Assume the husband has a primary
insurance amount of $2,000, while his
wife has a primary insurance amount
of $700. They both have full retirement
ages of 66 for all benefits. How long
will payments last for benefits based
on his earnings record, and how long
will payments last for benefits based on
her record? After the death of the first
spouse—and it doesn’t matter which
spouse dies first—the surviving spouse
gets the higher earner’s benefits. So,
benefits based on the higher earner’s
record will continue until the second
spouse dies. Therefore, the relevant
life expectancy for the spouse with the
higher primary insurance amount is the
life expectancy of the second spouse
to die. Now, let’s consider the claiming
strategy for the spouse with the lower
primary insurance amount. She can be-
gin benefits at any age between 62 and
70. But how long will benefits based on
her earnings record last? The answer
is that these benefits will last until the

first spouse dies. Thus, the relevant life
expectancy for the decision as to when
the lower primary insurance amount
spouse should begin benefits is the life
expectancy of the first spouse to die.

Lesson 3: If at least one spouse
lives well beyond the age when the
spouse with the higher primary insur-
ance amount would turn 80, then the
couple’s cumulative lifetime benefits will
be higher if he delays benefits based on
his record until age 70.

Examples of Claiming
Strategies

We present an example that will
lead a couple to making an informed
claiming decision. However, as we shall
see, an informed decision is not always
an optimal decision.

Mark, age 62, has a primary insur-
ance amount of $2,000 and Peggy, age
58, has a primary insurance amount of
$1,200. They both have full retirement
ages for all benefits of 66. Mark has a
life expectancy of 84 and Peggy has a
life expectancy of 95. For simplicity,
we assume their first month of ben-
efits would be paid in January so there
are 12 monthly payments in the first
year. Table 3 summarizes two of their
claiming strategies. All dollar amounts
are expressed in today’s dollars. For ex-
ample, monthly benefits may rise from
$1,500 in one year to $1,530 the next
year due to a 2% cost of living adjust-
ment (COLA), but prices would also
be 2% higher. Thus the $1,500 would
remain constant when expressed in
today’s dollars. Also, based on the real
yield of approximately 0% on Treasury
Inflation-Protected Securities (TIPS) at
the time we are writing this article, the
present value of this $1,530 is $1,500.

In Strategy 1, they both begin
benefits at 62. Mark receives $1,500 a
month for the first four years. Then
Peggy turns 62 and receives $900 a
month for a combined monthly benefit
of $2,400. After Mark dies (estimated at
age 84 when Peggy would be 80), Peggy
receives $1,650 a month until her death.
Her higher benefits reflect a little-known
rule whereby, because he applied for
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benefits before full retirement age and
she is older than full retirement age for
survivor’s benefits at his death, she gets
the larger of his $1,500 or 82.5% of
his primary insurance amount, which
is $1,650.

In Strategy 2, Peggy begins benefits
in four years, when she turns 62, of $900
a month and Mark begins spousal ben-
efits only at that time of $600 a month,
half of her primary insurance amount;
since Mark has attained full retirement
age, he can file for spousal benefits only
and later switch to benefits based on
his earnings record. When Mark turns
70, he switches to benefits based on his
earnings record of $2,640 amonth. After
Mark’s death, Peggy retains his $2,640
monthly benefits.

The Difference (52 - S1) column in
Table 3 shows the difference in monthly
benefits between Strategy 2 and Strategy
1. The columns labeled Wash and Gravy
separate this Difference column into two
components. The Wash column shows
the difference between Mark’s benefits
if he was single, lived until age 80, and
began benefits at 70 instead of 62. Aswe
stated in last month’s article, if a single
individual lives to age 80, the cumulative
lifetime benefits will be approximately
the same no matter what age benefits
begin. The Wash column reflects this
lesson. By delaying his own benefits from
62 until 70, he loses $1,500 a2 month
for eight years but gets an extra $1,140
a month for 10 years—these amounts
are approximately offsetting, Therefore,
the column labeled Gravy represents the
approximate additional cumulative life-
time benefits from Strategy 2 compared
to Strategy 1. In terms of cumulative
benefits, these Gravy components are
like free goods.

The Gravy column contains two
components. The first is Mark’s $600
a month in spousal benefits from his
full retirement age through age 69. A
study by Munnell, Golub-Sass, and
Karamcheva (“Strange but True: Claim
Social Security Now, Claim More Later,”
Center for Retirement Research, April,
no. 9-9, 2009) called this the claim-now-
and-more-later advantage. By delaying
benefits based on his earnings record

Financial Planning

Table 3. Couples Strategies for Mark and Peggy

Peggy/ Monthly Benefits (S) Difference
Mark’s Strategy Strategy (S2 - S1) Wash Gravy
Ages  Year 1 2 (S) (S) (S)
58/62 1 1,500 = (1,500) (1,500) =
59/63 2 1,500 - (1,500) (1,500) —
60/64 3 1,500 = (1,500) (1,500) =
61/65 4 1,500 — (1,500) (1,500) —
62/66 5 900 + 1,500 900 + 600 (900)  (1,500) 600
63/67 6 900 + 1,500 900 + 600 (900)  (1,500) 600
64/68 7 900 + 1,500 900 + 600 (900)  (1,500) 600
65/69 8 900 + 1,500 900 + 600 (900)  (1,500) 600
66/70 9 900 + 1,500 900 + 2,640 1,140 1,140 =
67/71 10 900+ 1,500 900 + 2,640 1,140 1,140 —
75/79 18 900+ 1,500 900 + 2,640 1,140 1,140 =
76/80 19 900 + 1,500 900 + 2,640 1,140 — 1,140
79/83 22 900+ 1,500 900 + 2,640 1,140 = 1,140
80/ 23 1,650 2,640 990 - 990
81/ 24 1,650 2,640 990 = 990
82/ 25 1,650 2,640 990 - 990
94/ 37 1,650 2,640 990 = 990
Cum Lifetime
Benefits 887,400 1,141,920 254,520 (7,200) 261,720
Peggy is 58 with a primary insurance amount of $1,200 and Mark is 62 with a PIA of
$2,000. He dies at age 80 (i.e., in the month of his 80th birthday) and she dies at 95. The
Difference column reflects monthly benefits in Strategy 2 less monthly benefits in Strategy
1. The Wash column reflects Lesson 1: Mark’s benefits would be approximately the same if
he begins benefits at 62 or 70 and lives to 80. The Gravy column represents the approxi-
mately additional benefits of Strategy 2 compared to Strategy 1. All dollar amounts are ex-
pressed in today’s dollars. Thus, Strategy 2 provides $254,520 more in cumulative lifetime
benefits expressed in today’s purchasing power.

from age 62 until 70, he gets the ad-
ditional $1,140 a month. From Lesson
1, $1,500 a month from age 62 until
Mark turns 80 is comparable to $2,640
a month from age 70 until 80. However,
he also gets the $600 a month in spou-
sal benefits, which is like a free good.
The second component of the Gravy
column is the additional $1,140 a month
beginning when Mark turns 80 until he
dies at 84 and then the additional $990
a month until the second partner dies,
in this case Peggy when she turns 95.

In one of our research reports (“Social
Security: When to Start Benefits and
How to Minimize Longevity Risk,”
Journal of Financial Planning, vol. 23,
no. 3, 49-59, 2010), we called this the
joint-lives advantage. Notice that the
time horizon of this joint-lives advantage
is from the time the spouse with the
high primary insurance amount, Mark,
would have been 80 until the death of
the second spouse. Furthermore, if
Peggy was, say, 10 years younger than
Mark or she had an especially long life
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Table 4. Cumulative Lifetime Benefits Beginning Social Security at Ages 62

of spousal benefits of $600 a

Through 70 month. If she waits until she is
A 67 to start benefits, Mark would
Benge%ts Cumulative Lifetime Benefits ($) not receive spous_al benefits.
Begin 70 75 30 35 90 95 100 Whether Mark receives sPousal
62 144,000 234,000 324,000 414,000 504,000 594,000 684,000 Ef;iﬁrfoﬂi;izgﬁfj;fegfl
63 134,400 230,400 326,400 422,400 518,400 614,400 710,400 upon their relative ages and the
64 124,800 228,801 332,801 436,802 540,802 644,802 748,803 sizes of their primary insurance
65 112,000 223,999 335999 447998 559,998 671,998 783,997 amounts. Furthermore. if the
66 96,000 216,000 336,000 456,000 576,000 696,000 816,000 celative s'izes of their p,rimary
67 77,760 207,360 336,960 466,560 596,160 725,760 855,360 insurance amounts were dif-
68 55,680 194,880 334,080 473,280 612,480 751,680 890,880 ferent ot if Pegay was older
69 29,760 178,560 327,360 476,160 624,960 773,760 922,560 the best strategy may be ye;
70 0 158,400 316,800 475,200 633,600 792,000 950,400
another strategy.
Primary insurance amount is $2,000 with full retirement age of 66. The bold number in each column This e?iample 1llgstrates
indicates the highest cumulative lifetime benefit for that age. that following the advice em-
bedded in Lessons 1 through 3

expectancy, this advantage will tend to
be even larger since it would last until
the second spouse dies.

The example illustrates that the
relevant life expectancy for the benefits
of the spouse with the higher primary
insurance amount is the lifetime of the
second partner to die. Peggy receives
survivor’s benefits based on the higher
primary insurance amount spouse’s earn-
ings record, and this payment continues
until the death of the second spouse.
From Lesson 3, as long as at least one
spouse lives well beyond the age when
the spouse with the higher primary
insurance amount would be 80, then
the higher primary insurance amount
spouse should delay benefits based on
his record until 70.

The second half of Lesson 2 says
that Peggy’s benefits only last until the
first spouse dies. Based on life expec-

tancies, Peggy would be 80 when Mark
dies. From Lesson 1, her cumulative
benefits are approximately the same
no matter what age benefits begin. In
fact, from Table 4, it appears that she
should begin her benefits at age 67 be-
cause this is the age (rounded to nearest
whole year) when cumulative lifetime
benefits based on her record would be
maximized. Thus following Lesson 2,
Mark and Peggy might follow Strategy
3, where Mark begins his benefits at
70 and Peggy begins her benefits at
67. We call this an informed strategy.
Although not shown in the table, Strat-
egy 3 would provide about $233,500
more cumulative lifetime benefits than
Strategy 1. However, Strategy 3 would
provide about $21,000 less in cumula-
tive lifetime benefits than Strategy 2. In
Strategy 2, Peggy begins benefits at 62,
which makes Mark eligible for four years

leads to an informed claiming
strategy. But this informed strategy is
not always the optimal strategy.

Summary

We emphasize four key points in
our series that will help most single
individuals and couples make informed
decisions as to when to claim Social
Security benefits.

Unfortunately, following these four
points will not always lead to an optimal
claiming decision. The latter requires a
detailed understanding of rules govern-
ing spousal and survivor’s benefits and
lots and lots of hours studying their
implications and how they apply to each
specific situation.

Nevertheless, we have shown that
following these four points can materi-
ally affect the financial well-being of a
single retiree or retired couple. A

William Reichenstein, CFA, and William Meyer are the principals of Social Security Solutions, Inc. (www.socialsecuritysolutions.
com), a service that provides personalized recommendations as to when to claim Social Security benefits. For more on the
authors, go to www.aaii.com/authors/william-reichenstein and www.aaii.com/authors/william-meyer.
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