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People in their 60s wonder about when to take Social Security. In most circumstances, you can begin benefits any month between ages 62 and 70. (Near the middle of those years is what the Social Security Administration calls “full retirement age”: currently some month between 66 and 67, depending on your birth year.)

Many people look at the options and say, “It seems to all work out about the same. If I take Social Security early, I’ll have less each check but for more years. If I take it late, I’ll have more each check but for less years. I may as well take it now.”

That can be a costly mistake. I recommend delaying Social Security till age 70, for five reasons.



First reason: 8% increase per year

Let’s assume that, if you took Social Security at 66 (we’ll assume that’s your full retirement age), you would get an average Social Security check. The average check is $1,976 a month (as of January 2025).

Take Social Security now, and you’ll get $23,712 a year.

Every year that Social Security is delayed, benefits increase by 8%. If a 66-year old holds off till 70, benefits will increase by 32% (8% × 4 years). Monthly checks will be $2,608.

Take Social Security at age 70, and you’ll get $31,300 a year.

That extra $7,588 a year, from age 70 until you die, should add an important margin of comfort to your later years.



Second reason: better returns from Social Security than retirement savings

Most people in retirement have two sources of income: retirement savings and Social Security. (Some people also have a pension.) Might it not be better to take Social Security now and preserve your retirement savings?

Even if you’re an aggressive investor and have all of your retirement savings in the stock market, the best you can hope for is a 10% annual return on average. (The stock market has averaged a 10% annual return since 1926.)

But 10% on average is optimal. Your stock returns might be less. In fact, pundits now suggest that returns for the next twenty years will likely be below average. We could even see another plunge like 1929-1932, when the market fell 89%.

Most financial advisors encourage those in retirement to invest more conservatively than 100% stocks by holding some bonds too. But bonds have averaged around 5% since 1926. Add them to your portfolio, and you’ll definitely get less than 10%.

Nothing in retirement savings is guaranteed. But by holding off on Social Security, you’ll be getting a guaranteed 8% annual return. That’s a better return than retirement savings because it’s certain.



Third reason: COLAs

And there is icing on the cake. Social Security is indexed to inflation: every year it has a COLA (cost-of-living adjustment). A COLA adjusts an amount for inflation.

Inflation has averaged 3% annually over the past 100 years, so let’s assume your COLAs will be 3% a year.

Start at age 66 ($23,712), and your annual COLAs will be $712, $733, $755, $777, etc.
Start at age 70 ($31,300), and your annual COLAs will be $939, $967, $996, $1,026, etc.



Fourth reason: Social Security is here to stay

But isn’t Social Security going to run out of money? Perhaps you’ve seen estimates that it will run out around 2035. Shouldn’t you take Social Security now, to get what you can before Social Security’s demise?

But the death of Social Security is greatly exaggerated.

Social Security has two sources of funding: FICA and a trust fund.

FICA (which stands for the Federal Insurance Contributions Act of 1935) is a payroll tax, taken out of monthly paychecks. Currently it combines two taxes: one for Social Security (6.2% of your annual gross pay) and one for Medicare (1.45%). But the taxes don’t go into savings accounts for each contributor’s old age. No: current payroll taxes support those currently retired.

Social Security also has a trust fund. (Two trust funds, technically: one for the elderly and one for the disabled. But they’re called “the Trust Fund.”) (Medicare also has a trust fund, scheduled to run out of money in 2036.) Back when FICA had yearly surpluses, the extra went into the Trust Fund. The Fund invests in special Treasury bonds that earn a guaranteed return.

When Social Security was instituted in 1935, about 10 workers supported each retiree. (They chose 65 because of the lifespan back then.( But changes in demographics mean that each retiree is now supported by only 2 workers. Plus, we’re living longer. (Average life expectancy for men in America is now 77.43; for women, 79.3.) So the Trust Fund has been running a deficit for many years and will run out completely by about 2035.

What will happen when the Trust Fund runs out? Benefits will drop to 77% of present levels. Why not to 0%? Because Social Security has two sources of funding. Only 23% of Social Security funding comes from the Trust Fund; 77% comes from FICA (current workers’ payroll taxes). And FICA will continue to fund Social Security at about three-fourths its current level after the Trust Fund runs dry.

Besides which: who’s got power in America? The wealthy. And who are the wealthy? The old. I don’t think Congress will let Social Security drop to and stay at 77%. The political pressure to maintain something like current levels is going to be massive. (In 2018, the elderly were 16% of the US population. By 2060, they’ll be almost double that, if demographic trends continue.)

One solution to Social Security’s funding problem is to kill everyone over 65 and start over.[footnoteRef:1] As someone over 65, I prefer another solution: make everyone pay the FICA payroll tax. (Currently those making over $176,100 a year don’t pay FICA taxes on the amount over $176,100.) And increase the FICA tax by 1%. Problem solved. (Increasing the tax will also reduce inflation: people will have less to spend, easing demand.) [1:  “The number of deaths from the COVID-19 pandemic was so large that it ended up impacting the nation’s Social Security fund—which had a net increase of $205 billion.” (Ackerman, Daniel. “How Excess Deaths in the COVID-19 Pandemic Impacted Social Security.” Marketplace.com. 19 Feb. 2025. 9 Mar. 2025. <marketplace.org/2025/02/19/how-excess-deaths-in-the-covid-19-pandemic-impacted-social-security/>.)] 


Bottom line: Social Security ain’t goin’ nowhere. Sit back and enjoy it. (Once you’re 70, that is.)



Fifth reason: taxes

Another good reason to wait till 70 is that taxes on Social Security will be less than taxes on withdrawn retirement savings.

Retirement savings withdrawn from a traditional IRA or 401(k) is taxed at ordinary income-tax rates. (Those rates in 2025 are, depending on how much you made: 10%, 12%, 22%, 24%, 32%, 35%, and 37%.)

Social Security benefits are also taxed at ordinary income-tax rates. But not all of your Social Security is taxed. Here’s how it works.

Single taxpayers:
If half of single taxpayers’ Social Security benefits, plus other income, are less than $25,000, they pay taxes on 0% of their Social Security benefits. (Other income is wages, pensions, dividends, interest, and capital gains.)
If half of single taxpayers’ Social Security benefits, plus other income, put them in the $25,000-$34,000 range of annual income, they pay taxes on 50% of their Social Security benefits.
If half of their Social Security benefits, plus other income, put them over $34,000, they pay taxes on 85% of their Social Security benefits.

Marrieds filing jointly:
If half of marrieds-filing-jointly’s Social Security benefits, plus other income, are less than $32,000, they pay taxes on 0% of their Social Security benefits.
If half of marrieds-filing-jointly’s Social Security benefits, plus other income, put them in the $32,000-$44,000 range, they pay taxes on 50% of their Social Security benefits.
If half of their Social Security benefits, plus other income, put them over $44,000, they pay taxes on 85% of their Social Security benefits.

Take me, for example. I’m a single taxpayer (widowed) whose only annual income is $34,088 in Social Security benefits. (I’ve got plenty of retirement savings too, but they’re in a Roth IRA: as non-taxable income, withdrawals from them aren’t added to half of my Social Security to determine if my benefits are taxable.) Consequently, half of my Social Security benefits ($17,044) plus zero other income leaves me well below the $25,000-$34,000 range.

Even if my taxable income were over the thresholds that, added to one half of my Social Security benefits, would make me pay taxes on 50% or 85% of my Social Security, I would still pay less in taxes than I would for the same total amount of fully-taxable retirement-account withdrawals from a traditional IRA or 401(k). So taxes are the fifth reason to delay Social Security: you can live off more Social Security and less taxable income.



For these five reasons, then, I hope you delay your Social Security benefits to 70. Some day, you can sit in your rocking chair and be glad you did.

