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n Meyer and Reichenstein (2010) and
Reichenstein and Meyer (2011), we
explain that two criteria should affect
retirees’ claiming strategies. First, which
claiming month for singles or claiming
strategy for couples will maximize the
present value of expected lifetime benefits.
Second, which claiming strategy will minimize the longevity risk of the financial
portfolio. This paper is the first study to
estimate how much longer the financial
portfolio will last if a retiree delays the
beginning of Social Security benefits.
As such, it should help retirees make an
informed decision about the trade-off
between maximizing expected benefits
and minimizing longevity risk. Although
we specifically model the impact of delaying Social Security for single individuals,
we also explain why these results should
prove useful for couples. In addition, we
examine how the additional portfolio longevity varies with the size of the financial
portfolio, the primary insurance amount,
the planning horizon, and the sizes of both
nominal and real rates of return. In short,
this study provides information necessary

www.FPAnet.org/Journal

strategy that garners more real

strategy refers to the month in which

lifetime benefits it will extend the

the single retiree begins Social Secu-

longevity of the retiree’s financial

rity benefits. For a couple, claiming
strategy refers to the months in

portfolio.
• This is the first study to provide

which each partner begins his or her

estimates of how much longer the

own benefits and, when applicable,

financial portfolio will last if a retiree

spousal benefits.

delays the beginning of Social

• Reichenstein and Meyer (2011)

Security benefits.

illustrate that different claiming

for financial planners to help their clients
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The 4 Percent Rule
We designed our study to fit within the
withdrawal rate literature. Financial
planners know the 4 percent rule. It
says that a new retiree can withdraw
4 percent of his or her initial portfolio
in the first year of retirement and an
inflation-adjusted equivalent amount
each year thereafter, and be reasonably
confident that his or her financial portfolio will survive 30 years. Most new
retirees do not live 30 years. However,
the profession generally recommends

that the retiree plan to live for a longer
horizon than life expectancy to provide
reasonable assurance of not outliving
financial resources. The 4 percent rule
says a 62-year-old single retiree could
withdraw $40,000 the first year from a
$1 million retirement portfolio, increase
the withdrawal amount with inflation
each year, and be reasonably confident
the portfolio will survive 30 years.1
The 4 percent rule is a useful guideline. But it has limitations, two of which
are that it ignores Social Security and
taxes. In this study, we retain the spirit
of the 4 percent rule, but we extend the
withdrawal rate literature by introducing
Social Security and taxes.
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Table 1:

Wealth
$200,000
$250,000
$300,000
$400,000
$500,000
$600,000
$700,000
$800,000
$900,000
$1,000,000
$1,100,000
$1,200,000
$1,300,000
$1,400,000
$1,500,000
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Sustainable Spending Levels and Longevity Extensions by Wealth Level, PIA = $1,500,
30-Year Planning Horizon
Spending
Spending
Target SS at 62 Begin SS at 64 Begin SS at 66 Begin SS at 68 Begin SS at 70 Target SS at 70
$21,700
$23,650
$25,250
$28,350
$31,000
$33,550
$36,150
$38,850
$41,700
$44,500
$47,100
$49,600
$52,100
$54,650
$57,150

4+
3+
3+
3
2+
2+
1+
1+
1+
0+
0+
0+
0+
0+
0+

>10, $37,000
8+
8+
7+
6+
5+
4+
3+
2+
2+
1+
1+
1+
1+
1+

>10, $187,000
>10, $127,000
>10, $118,000
>10, $87,000
>10, $55,000
9+
7+
6+
4+
3+
3+
2+
2+
2+
2

>10, $296,000
>10, $231,000
>10, $217,000
>10, $185,000
>10, $163,000
>10, $121,000
>10, $37,000
8+
6+
5+
4+
3+
3
2+
2+

$23,650
$25,550
$27,450
$31,100
$34,300
$37,150
$39,750
$42,200
$44,650
$47,100
$49,350
$51,700
$54,200
$56,750
$59,250

Increase in
Spending
$1,950
$1,900
$2,200
$2,750
$3,300
$3,600
$3,600
$3,350
$2,950
$2,600
$2,250
$2,100
$2,100
$2,100
$2,100

Increased
Spending at
62 per $100
$3.90
$3.20
$3.10
$2.65
$2.55
$2.60
$2.70
$2.85
$2.80
$2.60
$2.50
$2.50
$2.55
$2.50

Note: We assume a 3.75 percent annual return including 2.5 percent inflation rate. All wealth is held in a 401(k). In the “Begin SS at” columns,
4+ denotes the portfolio’s longevity lasts four full years plus part of a fifth year longer than if Social Security began at age 62. The notation
“>10, $37,000” denotes that the portfolio lasts another 10 years and there is $37,000 (rounded to the nearest $1,000) remaining in the portfolio
at the beginning of the next year. If the retiree lives to 92, the real cumulative lifetime benefit is $117,720 higher if Social Security begins at 70
instead of 62. A 3 (without a plus) denotes the portfolio barely lasts 3 full years longer.

Minimizing Longevity Risk
This section presents estimates of how
delaying the start of Social Security would
affect the longevity of a single retiree’s
financial portfolio. To make the analysis
manageable and to keep it in the spirit of
the withdrawal rate literature, we adopt
certain assumptions. We assume the
retiree wants to spend a constant after-tax
real amount each year in a 30-year
retirement period. Consistent with the
4 percent rule, we assume a constant
real return of 1.22 percent per year.2 The
individual begins retirement at 62. Each
year in retirement, he or she determines
the level of Social Security benefits, if any,
and withdraws whatever amount is necessary from his or her financial portfolio
to provide the target after-tax spending
amount. The nominal spending target
increases each year with inflation, so the
real spending level is constant. Unless
otherwise stated, all numbers in this study
are presented in terms of today’s dollars.
The major goal of this study is to
determine how delaying the beginning of
54

Social Security benefits from age 62 to 64,
66, 68, and 70 would affect the projected
longevity of a single retiree’s financial
portfolio for various levels of wealth. We
consider two single retirees. The first has
a primary insurance amount (PIA) of
$1,500, a 30-year planning horizon, and
we vary his level of wealth from $200,000
to $1.5 million. PIA denotes the monthly
benefit level in today’s dollars if benefits
begin at full retirement age (FRA). We
believe the PIA of $1,500 is representative of the PIA for an average financial
planning client without a high net worth.
For each level of wealth, we first calculate
the level of annual real spending that his
financial portfolio and Social Security can
accommodate if he has a 30-year planning
horizon, retires at 62, and starts Social
Security benefits at 62. We then calculate
the additional longevity of his portfolio
if he retires at 62 but delays the start of
benefits until 64, 66, 68, and 70. Also,
for each level of wealth we calculate the
maximum sustainable annual real spending level for a 30-year planning horizon
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when delaying the start of benefits until
70. In separate analyses, we consider how
shortening the planning horizon to 25
years would affect the additional longevity
possible from delaying the start of Social
Security benefits.
The second retiree has a PIA of $2,400,
a 30-year planning horizon, and we vary
her level of wealth from $500,000 to $3
million. This PIA is near the upper end
of the range for a single individual. We
perform the same calculations for this
second retiree as we did for the first.

PIA of $1,500, 30-Year Horizon
In Table 1, we assume the retiree’s PIA is
$1,500, his FRA is 66, and the planning
horizon is 30 years. His Social Security
real monthly benefits will be $1,125 if he
begins benefits at 62, $1,300 at 64, $1,500
at 66, $1,740 at 68, or $1,980 at 70.
To understand this table, consider a
single retiree with $700,000 in a 401(k)
or other tax-deferred account. If he
begins Social Security benefits at 62 in
January 2011, then based on the 2011 tax
www.FPAnet.org/Journal
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Figure 1:

Portfolio Balances by Year if Retiree Has $700,000 and
Begins Social Security at 62, 66, or 70
Household Assets
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code, he could spend $36,150 the first
year, an inflation-adjusted equivalent
amount each year thereafter, and his
financial portfolio would barely last 30
years.3 We then ask how much longer his
portfolio would last if he maintains the
same real spending target but delays the
start of benefits until 64, 66, 68, and 70.
The “Begin SS at 64” column indicates
that if he retires at 62 but begins Social
Security benefits at 64, his portfolio
will last 1+ additional years (one more
year plus some funds for a second year).
If he begins Social Security benefits at
66 or 68, his portfolio will last 4+ or
7+ additional years compared with a
strategy of beginning benefits at 62. If he
begins Social Security benefits at 70, his
portfolio will last 10+ additional years.
At that time, he will be 102. Instead of
calculating the additional years beyond
age 102 that the portfolio would last,
we indicate that the nominal size of his
financial portfolio would be $37,000
(rounded to the nearest thousand) at the
beginning of that year.4
Figure 1 illustrates the additional
portfolio longevity for this retiree with
$700,000 in financial wealth from
delaying Social Security benefits from 62
to 66 and to 70. The begin-at-62 strategy
line indicates the beginning balance
in the 401(k) by year if he starts Social
Security benefits at 62. The begin-at-66
and begin-at-70 strategy lines indicate
the beginning balances by year if he
starts Social Security benefits at 66
and 70. In the begin-at-62 strategy, he
receives $13,500 a year in Social Security
real benefits. Therefore, he will have
to withdraw a relatively small amount
from his financial portfolio in 2011 to
meet his spending target. From Figure 1,
if he begins benefits at 62, his portfolio
will have the highest balance before the
beginning of 2026.
In the begin-at-70 strategy, his portfolio
has the fewest dollars in 2019 because
all funds to meet the annual spending
goal for the prior eight years came from

Contributions

Begin at 62

Begin at 66

Begin at 70

Note: The individual retires in January 2011 at 62 but begins Social Security benefits at 62, 66,
or 70. He has $700,000 in a 401(k), PIA of $1,500, and spends $36,150 in real dollars each year.

his financial portfolio. Beginning at 70,
he will receive $23,760 a year in Social
Security real benefits. Thenceforth, to
meet his real spending target he will need
to withdraw the smallest amount from
his financial portfolio each year. Consequently, this strategy’s portfolio balance
decreases the slowest after 2019. From
2034 and later, the begin-at-70 strategy’s
portfolio balance is the highest of these
three strategies. From Table 1 and Figure
1, if he delays Social Security benefits
until 70, his portfolio will last 10 more
years and still have remaining a nominal
value of approximately $37,000.
The “Spending Target SS at 70”
column indicates how much higher his
annual real spending target could be if he
retains the 30-year planning horizon but
delays the start of benefits until 70. If he
retires at 62 with $700,000 in financial
wealth but delays Social Security benefits
until 70, his portfolio plus Social Security
would support a $39,750 annual real
spending amount and barely last 30
years. As the next column indicates, this
is $3,600 more than the real spending
amount his portfolio plus Social Security
could support if he began Social Security
at 62. For the 30-year planning horizon,
this represents about $130,000 more in
cumulative real spending. Moreover, if he
lives more than 30 years, this $130,000

understates the advantage of delaying
Social Security until 70—by doing so his
monthly Social Security benefits would
be 76 percent higher than if he began
benefits at 62.

Lessons
There are four lessons from the analysis
embedded in Table 1. First, a retiree
can extend the longevity of his portfolio
by delaying the start of Social Security.
The longer he delays Social Security
benefits, the longer his portfolio will last.
As we have seen, the single retiree with
$700,000 in financial wealth can extend
the longevity of his portfolio by 1+, 4+,
7+, and 10+ years by delaying Social
Security benefits from 62 to 64, 66, 68,
and 70.
These results also have implications
for couples. Consider that after the death
of the first spouse, the surviving spouse
generally continues the higher of the
two partners’ monthly benefits but loses
the lower monthly benefit. Therefore,
the higher PIA spouse’s benefits will
continue until the second spouse dies.
Thus, the relevant life expectancy of the
higher PIA spouse is the age he or she
would be when the second spouse dies.
For example, suppose a husband has the
higher PIA but a short life expectancy
of 75, and his three-year-younger wife
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has a life expectancy of 89. To maximize
the couple’s joint lifetime benefit, the
husband should delay his Social Security
benefits until 70 because benefits based
on his earnings record are calculated to
continue until he would be 92.
The second lesson is that the additional
longevity from delaying Social Security
decreases as the level of wealth increases.
This statement is true no matter what
age Social Security begins. For example,
if Social Security begins at 64 instead of
62, the portfolio’s longevity is 4+ years
longer for retirees with $200,000 but
only 3+ years longer for retirees with
$250,000. For retirees with wealth levels
of $1 million or higher, the additional
longevity from delaying Social Security
benefits until 64 is less than one year.
Therefore, the strongest longevity gains
are associated with retirees with lower
levels of financial wealth.
It is easy to explain why delaying the
start of Social Security benefits extends
the portfolio’s longevity. For each year
Social Security benefits are delayed from
age 62 to 70, the real level of monthly
benefits grows by 6.45 to 8.34 percent.5
But each year of delay results in one
less year of benefits. Nevertheless, if the
retiree lives to age 92 and delays Social
Security from 62 to 70, cumulative
real benefits are 29.1 percent higher.6
Assuming this 30-year retirement
period, cumulative real benefits grow
at a 3.85 percent annual rate from
delaying benefits from 62 to 64.7 The
corresponding real annual growth rates
in cumulative benefits are 3.51 percent
from delaying benefits from 64 to 66,
3.48 percent from 66 to 68, and 2.13
percent from 68 to 70. So, the benefit
of delaying benefits for the long-lived is
strongest from age 62 to 64.8
Conceptually, you can think of
retirement resources as consisting of
two parts: the financial portfolio and
Social Security benefits. If a retiree
lives a long time (for example, until age
92), the returns from delaying Social
56

Security benefits are strong. So, it pays
to delay. This concept also explains why
the additional longevity from delaying
Social Security benefits decreases as
financial wealth increases. For the lowwealth client, Social Security represents
a larger portion of retirement resources,
so delaying Social Security benefits has a
stronger effect on the portfolio’s longevity. This may be the most important
conclusion to come from this study.
Most people approach their retirement years with relatively low levels
of financial wealth.9 For retirees with
average or above-average life expectancies, the ability to defer Social Security
benefits, even if only for a few years,
may provide their last and best remaining hope of extending the expected
longevity of their financial portfolios.
Obviously, a retiree with a short life
expectancy may not be concerned about
the risk of outliving savings, but this is a
concern for many retirees.
The third lesson: retirees with more
than $200,000 of wealth can increase
annual real spending by less than $4 for
each additional $100 of pretax funds
in the 401(k). The 4 percent rule says
a retiree can increase his annual real
withdrawal by $4 per year for each
additional $100 of financial assets.
Unlike withdrawals, spending requires
after-tax dollars. Because the 4 percent
rule ignores taxes, it is silent on the
effect of an additional $100 in financial
wealth on spending.
The “Increased Spending at 62 per
$100” column indicates the increased
real spending level per $100 increase
in pretax balances in the 401(k). For
example, an increase in wealth from
$200,000 to $250,000 allows an
increase in spending of $3.90 per $100
increase in wealth ($100 x [($23,650 –
$21,700)/($250,000 – $200,000)]). The
results indicate that a retiree with a very
low net worth can increase his annual
real spending by about $4 per $100 of
additional wealth. However, at higher
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levels of wealth the additional annual
real spending per $100 of wealth is well
below $4.
The pattern of numbers in this column
is partly attributable to the taxation of
Social Security benefits.10 As the wealth
level rises from $200,000 to $900,000,
the percent of Social Security benefits
subject to taxes rises from 2.1 percent
to 83.0 percent for the 30-year horizon.
They go from being essentially tax free to
85 percent taxable, with the latter being
the maximum taxable portion of benefits.
Most of the rise in the taxable portion of
Social Security benefits occurs between
$200,000 and $600,000. In this range,
each dollar withdrawn from the 401(k)
usually causes either an additional $0.50
or $0.85 of Social Security benefits to be
taxable. Thus, the retiree’s marginal tax
rate is usually either 50 percent or 85
percent higher than his tax bracket. For
example, if the tax bracket is 15 percent,
an additional $100 withdrawn from the
401(k) may cause taxable income to rise
by $185, which would cause taxes to
increase by $27.75 (15 percent of $185).
Because $27.75/$100 is 27.75 percent,
the marginal tax rate is 85 percent higher
than the tax bracket.
This hump in the marginal tax-rate
curve is sometimes called the tax
torpedo. It accounts for the pattern in
the “Increased Spending at 62 per $100”
column. As wealth rises from $200,000
to $600,000, the portion of Social
Security benefits taxable over the 30-year
retirement period increases sharply. So
the increased spending amount falls.
By the time financial wealth reaches
$600,000, most of the damage from
the taxation of Social Security benefits
has already been done. So, as wealth
increases from $600,000 to $900,000,
the increased spending amount rises.
The fourth lesson is that by delaying
the start of Social Security benefits, the
retiree can increase his real spending
level and still have the portfolio last 30
years. The “Spending Target SS at 70”
www.FPAnet.org/Journal
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column presents the real spending target
the financial portfolio could sustain for
30 years if the retiree quits working at
62 but delays Social Security benefits
until 70. For the retiree with $700,000
in wealth, the begin-at-70 strategy would
support $39,750 in real spending per year
for 30 years. The “Increase in Spending”
column indicates that this is $3,600
higher than the $36,150 target the
begin-at-62 strategy would support. As
wealth levels increase beyond $700,000,
the amount in this column decreases. For
example, it falls to $2,600 and $2,100 for
retirees with $1 million and $1.5 million
of financial wealth, respectively.
We now turn to an explanation of
the increasing amounts in this column
as wealth increases from $250,000 to
$600,000. This increase results from
the taxation of Social Security benefits.
Consider a 62-year-old retiree deciding
whether to begin Social Security benefits
at 62 or 70. If she begins Social Security
benefits at 62, when she is 70 or older
she will receive a relatively low amount
of Social Security benefits and need to
withdraw a relatively high amount from
her 401(k) compared with the amount
if she begins benefits at 70. Because of
the tax code, she will pay taxes on fewer
dollars of Social Security benefits if
she begins these benefits at 70. This is
explained next.
The taxable portion of Social Security
depends on the level of provisional
income (PI, also known as combined
income). A review of the rules affecting
the taxation of Social Security benefits
reveals why delaying Social Security can
reduce the taxable portion of benefits. In
equation form, PI = modified adjusted
gross income + 0.5 x Social Security
benefits + tax-exempt interest. For
this retiree, PI is the sum of the 401(k)
withdrawal and half of Social Security
benefits. By delaying Social Security
from age 62 to 70, the retiree gets an
additional $10,260 per year in Social
Security benefits in today’s dollars. So
www.FPAnet.org/Journal

Table 2:

Contributions

Sensitivity Analysis

Inflation
Rate

Real
Return

Spending
Target at 62

Begin SS
at 64

2.50%
3.50%
2.50%

1.22%
1.22%
2.22%

$36,150
$36,150
$39,050

1+
1+
1+

she can withdraw about $10,260 less per
year from the 401(k). Because only half
of Social Security benefits go into PI, the
combination of $10,260 more in Social
Security benefits and $10,260 less in
401(k) withdrawals results in a PI about
$5,130 lower.11 The lesson, especially for
retirees in the $250,000 to $600,000
wealth range, is that one benefit of delaying Social Security is that less of those
benefits will be taxable.12
Table 2 examines the sensitivities of
the additional longevity estimates to
assumed investment rates of return. We
assumed a real return of 1.22 percent
and inflation rate of 2.5 percent for a
constant nominal investment return of
3.75 percent [(1.0122)(1.025) – 1], where
1.22 percent is the constant real rate that
corresponds to the 4 percent rule. For a
retiree with a wealth level of $700,000,
if we assume a 1 percent higher inflation rate, the retiree who begins Social
Security benefits at 62 can still spend
$36,150 in real dollars each year for
30 years. The additional longevities if
benefits begin at 64, 66, 68, and 70 are
1+, 3+, 6+, and 9+ years longer, respectively, than if benefits begin at 62. These
additional longevity estimates show little
sensitivity to the assumed inflation rate
because Social Security benefits, nominal
investment returns, and nominal annual
spending rise with inflation as well as
marginal tax brackets, standard deduction, and personal exemption deduction.
However, Social Security taxes increase
with inflation because the threshold
amounts are not adjusted for inflation.
If the real rate rises by 1 percent, this
retiree can begin Social Security benefits
at 62 and spend $39,050 in real dollars
each year, and the portfolio will last 30

Begin SS
at 66
4+
3+
3+

Begin SS
at 68
7+
6+
6+

Begin SS
at 70
>10, $37,000
9+
9+

years. This spending level is substantially
higher. However, the additional portfolio
longevities if benefits begin at 64, 66,
68, and 70 are 1+, 3+, 6+, and 9+ years
longer, respectively, than if benefits
begin at 62. These additional longevity
estimates show little sensitivity to the
assumed real rate of return.
In short, the level of annual real
spending the portfolio and Social
Security can support is positively related
to the assumed real rate of return.
However, the additional portfolio
longevity estimates from delaying Social
Security benefits show little sensitivity to
either the assumed inflation rate or real
return. Thus, the estimates of additional
portfolio longevity from delaying Social
Security benefits should prove useful
across a range of inflation-rate and realrate-of-return assumptions.

PIA of $1,500, 25-Year Horizon
Table 3 provides the corresponding
information as in Table 1, except it
assumes the planning horizon is 25
years. The results are qualitatively similar
to the results in Table 1, except the
additional longevities tend to be shorter.
For example, with $700,000 of financial
wealth, the additional longevity from
delaying Social Security from 62 to 64,
66, 68, and 70 is 0+, 2+, 4+, and 5+
years, respectively, whereas the corresponding numbers were 1+, 4+, 7+, and
10+ years with a 30-year horizon.
Although not shown, if the planning
horizon were 22 years and the real return
were 3 percent per year, the decision
about when to begin Social Security
benefits would have little effect on the
portfolio’s longevity. This reflects the fact
that the Social Security actuaries set the
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Sustainable Spending Levels and Longevity Extensions by Wealth Level, PIA = $1,500,
25-Year Planning Horizon

Spending
Financial
Spending
Wealth Target SS at 62 Begin SS at 64 Begin SS at 66 Begin SS at 68 Begin SS at 70 Target SS at 70
$200,000
$250,000
$300,000
$400,000
$500,000
$600,000
$700,000
$800,000
$900,000
$1,000,000
$1,100,000
$1,200,000
$1,300,000
$1,400,000
$1,500,000

$23,050
$25,050
$26,900
$30,350
$33,300
$36,250
$39,400
$42,750
$45,800
$48,750
$51,700
$54,650
$57,600
$60,550
$63,500

1+
2+
2+
1+
1+
1+
0+
0+
0+
0+
0+
0+
0+
0+
0+

4+
4+
4+
3+
3+
3+
2+
1+
1+
0+
0+
0+
0+
0+
0+

>10, $20,000
8+
7+
7+
6+
5+
4+
2+
2+
1+
1+
1+
1+
1
0+

>10, $71,000
>10, $28,000
>10, $23,000
>10, $15,000
9+
8+
5+
3+
2+
2+
1+
1+
1+
1+
1+

$23,650
$25,850
$27,950
$32,200
$35,750
$38,950
$41,900
$44,750
$47,600
$50,100
$52,950
$55,950
$58,900
$61,850
$64,800

Increase in
Spending

Increased
Spending at
62 per $100

$600
$800
$1,050
$1,850
$2,450
$2,700
$2,500
$2,000
$1,800
$1,350
$1,250
$1,300
$1,300
$1,300
$1,300

$4.00
$3.70
$3.45
$2.95
$2.95
$3.15
$3.35
$3.05
$2.95
$2.95
$2.95
$2.95
$2.95
$2.95

Note: See note in Table 1 for explanation of columns. If the retiree lives to 87, the real cumulative lifetime benefit is $66,420 higher if Social
Security begins at 70 instead of 62.

reductions in benefits for starting Social
Security before FRA and the delayed
retirement credits for delaying benefits
until after FRA to be approximately
actuarially fair for a single retiree with
average life expectancy of 84, assuming a
3 percent real rate of return.

PIA of $2,400, 30-Year Horizon
Table 4 provides the corresponding
information as in Table 1, except it
assumes the single retiree has a PIA of
$2,400 and a 30-year planning horizon.
It considers wealth levels of $500,000 to
$3 million in increments of $250,000.
The lessons are the same for retirees with
PIAs of $1,500 or $2,400.

Limitation of Study
One limitation of this study is the
absence of simulated returns such as in
Monte Carlo analysis. Instead of using
simulated returns, we assume a 1.22
percent real return, which is below historical averages and thus a “bad” return
series. Similarly, sequence-of-returns
risk refers to a “bad” series of returns,
especially in the first few retirement
years. By intent, the 4 percent rule
58

should reflect a bad return series such
that the portfolio will last the planning
horizon all or almost all the time despite
the bad returns. As noted, the 1.22
percent real return is the bad return
series consistent with the 4 percent
rule. Ideally, we would have included a
simulation analysis, but our model does
not accommodate this method.

Behavioral Deterrents
Lastly, in private conversations, we have
heard people say they want to begin
Social Security early because: (1) they
cannot afford to delay, (2) they want to
get whatever benefits they can before
Social Security goes broke, and (3) they
want to preserve their financial portfolio
for as long as possible. The first argument
has no merit because we have held the
annual real spending level constant in
these analyses. We next address the other
two arguments.
There is no doubt Social Security rules
affecting benefits will change. However,
we join others who predict that these
changes are not likely to materially
impact anyone over the age of about 55.
For example, a Congressional Budget
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Office report says, “Proposals to change
Social Security ... would not reduce benefits for people older than 55.” Similarly,
in a project for the Center for Financial
Literacy at Boston College, Sass, Munnell, and Eschtruth (2009a) wrote in The
Social Security Claiming Guide, “Don’t start
[benefits] early because Social Security
has money problems.... You won’t get
more if you do.” The Social Security Fix-It
Book by Sass, Munnell, and Eschtruth
(2009b) discusses potential changes
to the Social Security system. They
include raising the FRA, linking benefits
for earnings in years before age 60 to
inflation instead of the average wage
level, raising payroll taxes, earmarking
estate-tax revenue for Social Security, and
diversifying the Social Security trust fund
to include stocks. None of the changes
would protect someone who begins
benefits earlier rather than later.
The third argument retirees might
have is that they want to preserve
their financial portfolio for as long as
possible. If Social Security benefits are
delayed, retirees will need to make
larger withdrawals from their financial
portfolio before benefits begin than they
www.FPAnet.org/Journal
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Table 4:

Sustainable Spending Levels and Longevity Extensions by Wealth Level, PIA = $2,400,
30-Year Planning Horizon

Spending
Financial
Spending
Wealth Target SS at 62 Begin SS at 64 Begin SS at 66 Begin SS at 68 Begin SS at 70 Target SS at 70
$500,000
$750,000
$1,000,000
$1,250,000
$1,500,000
$1,750,000
$2,000,000
$2,250,000
$2,500,000
$2,750,000
$3,000,000

Contributions

$38,450
$44,550
$50,300
$56,350
$62,600
$68,950
$75,250
$81,550
$87,650
$93,650
$99,600

5+
3+
2+
1+
1+
0+
0+
0+
0+
0+
0+

>10, $65,000
7+
5+
2+
2+
1+
1+
1+
1+
1+
0+

>10, $276,000
>10, $122,000
9+
5+
3+
2+
2+
2+
1+
1+
1+

>10, $448,000
>10, $299,000
>10, $160,000
8+
4+
3+
3+
2+
2+
2+
1+

$43,500
$50,100
$56,150
$61,250
$66,150
$72,300
$78,600
$84,800
$90,850
$96,800
$102,750

Increase in
Spending

Increased
Spending at
62 per $100

$5,050
$5,550
$5,850
$4,900
$3,550
$3,350
$3,350
$3,250
$3,200
$3,150
$3,150

$2.44
$2.30
$2.42
$2.50
$2.54
$2.52
$2.52
$2.44
$2.40
$2.38

Note: See note in Table 1 for explanation of columns. If the retiree lives to 92, the real cumulative lifetime benefit is $188,352 higher if Social
Security begins at 70 instead of 62.

would if they begin benefits earlier. From
our experience, some retirees express
reluctance to this early-years reduction
in the size of their financial portfolios.
As previously noted, they should view
their retirement resources as consisting
of their financial portfolios plus Social
Security benefits. Helping clients
with this proper framework may help
overcome this behavioral bias.

Summary
The major goal of this study is to
estimate the additional longevity of the
financial portfolio from delaying the
beginning of Social Security. This is the
first study to extend the withdrawal rate
literature to include Social Security and
taxes. We use a sophisticated model that
integrates the Social Security claiming
decision with many features of the U.S.
tax system including progressive tax
rates, standard deduction, personal
exemptions, deduction amount for
being 65 or older, and the taxation of
Social Security benefits.
In Meyer and Reichenstein (2010)
and Reichenstein and Meyer (2011), we
argue that retirees should consider two
criteria when selecting a Social Security
claiming strategy. First, what claiming
strategy would maximize cumulative
www.FPAnet.org/Journal

lifetime benefits if the single individual
lives to his or her precise life expectancy
or each partner in a couple lives to his
or her life expectancy? Second, what
claiming strategy would minimize the
longevity risk of the financial portfolio?
The best strategy for a specific individual or couple depends on the trade-off
the specific individual or couple places
on these two criteria. However, in order
to assess this trade-off, it is important
for retirees to know how their starting
date for Social Security benefits would
likely affect their portfolio’s longevity.
Some retirees may strongly suspect that
they will live a short life, in which case
they may not be concerned with portfolio longevity. But for many retirees,
longevity risk is a major concern. The
estimates in this study are designed for
such retirees.
This study provides estimates of
how delaying Social Security benefits
would affect the longevity of a single
individual’s portfolio. Intuitively, if a
retiree selects a Social Security claiming
strategy that provides more real lifetime
benefits, his or her financial portfolio
will last longer. Initially, we assume a
retiree has a PIA of $1,500, a 30-year
planning horizon, and earns a constant
annual real return of 1.22 percent, the

real return consistent with the 4 percent
rule. We then estimate how delaying the
beginning of Social Security benefits
from age 62 to 64, 66, 68, and 70 would
affect the longevity of the retiree’s
financial portfolio for various levels
of wealth. We vary his or her level of
financial wealth from $200,000 to $1.5
million. We then repeat the analysis
using a 25-year planning horizon. Separately, we consider a highly paid retiree
with a PIA of $2,400 with financial
wealth levels of $500,000 to $3 million.
In addition, we examine the sensitivities
of the estimates of additional portfolio
longevity to the assumed inflation rate
and real return.
We show that in some cases, delaying
benefits can add more than 10 years
of longevity. Assuming the retiree
has a long life expectancy, the retiree
could extend the longevity of his or
her financial portfolio by delaying the
starting date of Social Security benefits.
Furthermore, the additional longevity
from delaying Social Security decreases
as the wealth level increases. So, lesswealthy clients concerned with longevity risk should be especially interested
in delaying Social Security benefits. In
addition, by delaying the start of Social
Security benefits, the single retiree
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can increase his or her real spending
level and still have the portfolio last 30
years. We also explain that one benefit
of delaying Social Security benefits is
that it can reduce the taxable portion of
those benefits.

Endnotes
1. For recent reviews of this literature, see Cooley,
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