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What Part Will Social Security Play in Your Retirement?
While the 75-year-old institution of Social Security has been
making headlines of late, for those nearing either their 60s or
retirement it's worth gaining a greater understanding of how the
program works and how it will fit into your future financial plans.
Most workers are aware of Social Security as a regular deduction
from their paycheck and the promise of income from the program
come retirement age. It was initially established to act as a safety
net for older Americans, helping to keep them from falling into
poverty, but anyone who qualifies for the program is eligible to
receive its benefits once they reach the age of 62 (some before in
the case of disability or the death of a spouse or guardian).
The program still serves its initial purpose for nearly half of all
recipients, while also accounting for a significant portion of income
for many more--as of 2009, Social Security represented 38% of
all income for those aged 65 and older, and more than 86% of
Americans in that age group were receiving benefits. For those 80
and older, it provides the majority of family income for 64% of
beneficiaries and almost all income for 33%. While those who
have been able to fund a good nest egg won’t have to rely as
much on Social Security, the monthly check can still be a
substantial source of income and should be accounted for when
planning for retirement.
Benefits
To receive benefits, you must have worked at least 10 full years at
a job covered by Social Security, but to maximize your potential
earnings, you need at least 35 years of employment (to determine
your benefit amount, the program looks at your highest 35 years
of income and then runs a series of calculations to come up with
your monthly payment).
So what exactly are the benefits? The primary one is monthly
income, obviously, but there are several factors that make this
income unique. The first is that once you stop paying into the
program, you will have a predetermined amount set aside based
on what you earned over your career (this amount can vary
depending on when you apply for benefits--we'll get to this more a
little further on). That income, as the rules of the program
currently stand, will be paid monthly, adjusted for inflation (going
up based on increases in the Consumer Price Index) and last for
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the rest of your life--whether you live another 20, 30 or 40 years,
the check will be in the mail every month. Finally, there are
survivor benefits for your spouse and/or dependents--the amount
will be calculated based on what was contributed to Social
Security and their age and relationship to you.
How Much Will You Get?
There are quite a few wrinkles and strategies for maximizing your
monthly income (more than we can go into in this space), but, as
mentioned above, how much you'll receive depends a great deal
on when you apply for benefits.
Early eligibility begins at age 62, while eligibility for full benefits
begins after age 66 for those born between 1943 and 1954--if you
were born after that, the full retirement age could be up to a year
older. You also have the option to defer benefits until age 70. In
general, the longer you hold off on claiming your benefits, the
larger your monthly check will be. Those who start at the earliest
eligibility will only receive about 75% of their primary insurance
amount (PIA--which is the monthly payment), while those who
wait until full retirement age will receive 100% of their PIA. For
every year up to age 70 that you defer eligibility, your benefit will
increase by 8%, up to 132% of the PIA. For reference, as of 2012,
the maximum PIA is $2,513 per month, but the average retired
worker will receive an estimated $1,229 per month.
Of course, maximizing benefits is not as simple as picking an age
to collect--you also need to take your life expectancy,
employment and marriage status, as well as other sources of
income and taxes into account. If you need the income for
expenses sooner than later or worry that you have a shorter life
expectancy, it may make sense to apply for benefits before
reaching full retirement age. If you or your spouse plans to work
late into your 60s or beyond, it may make more sense to defer
until age 70.
There are a number of calculators and articles on the Social
Security Administration's website that can help you figure out
what your payments might be based on these various factors, but
discussing the topic with a trusted financial adviser who can help
you navigate the program's complicated rule set and work with
you on an overall retirement income plan might be your best
option. Since Social Security will likely be a significant portion of
your income in your retirement, you owe it to yourself for all of
your years of hard work to create a plan that will help you get all
that you can.
About Adviser Investments
Adviser Investments and its subsidiaries operate as an
independent, professional money management firm with particular
expertise in Fidelity and Vanguard mutual funds. With 2,400
clients and over $2 billion under management, Adviser
Investments is one of the nation's largest mutual fund research
and money management firms. Our investment professionals
focus on helping individual investors, trusts, foundations, and
institutions meet their investment goals. Our minimum account
size is $350,000.
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For more information, please visit www.adviserinvestments.com
or call 800-492-6868.
Disclaimer:
This material is distributed for informational purposes only. The investment ideas
and expressions of opinion may contain certain forward looking statements and
should not be viewed as recommendations, personal investment advice or
considered an offer to buy or sell specific securities. Data and statistics contained
in this report are obtained from what we believe to be reliable sources; however,
their accuracy, completeness or reliability cannot be guaranteed.
Our statements and opinions are subject to change without notice and should be
considered only as part of a diversified portfolio. You may request a free copy of
the firm's Form ADV Part 2, which describes, among other items, risk factors,
strategies, affiliations, services offered and fees charged.
Past performance is not an indication of future returns. The tax information
contained herein is general in nature, is provided for informational purposes only,
and should not be construed as legal or tax advice. We do not provide legal or
tax advice. Always consult an attorney or tax professional regarding your specific
legal or tax situation.

