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 Should You Take Social Security at 62, 66, or 70? Break-Even Points
The answer is complicated because there are so 
many variable factors. 

Taking Social Security early reduces your 
benefits, but you'll also receive monthly checks for 
a longer time. On the other hand, taking Social 
Security later results in fewer checks during your 
lifetime, but the 8% annual credit for waiting up to 
age 70 means each check will be larger. 

Waiting is beneficial if the person has a long 
lifespan beating the mortality tables used by social 
security. If you "plan" to die sooner due to having 
medical concerns it would be best to claim early.   

Break-even points 
Break-even points are the age you will be when 
cumulative benefits received at the later filing age 
becomes higher than the cumulative benefits 
received based on the earlier filing age.  

Filing at age 62 instead of waiting until age 66 the 
break-even point absent other factors is about age 
78.  Comparing filing at age 66 with age 70, the 
break-even point is about age 82.   

If you claim early, invest your Social Security 
checks, or reduce the amount needed from 
investments for income and earn a return on those 
investments, then you could push that breakeven 
point back even further. Inflation above the social 
security cost of living index reduces the break-even 
age, and returns on investments stretch it out. 

The break-even point ignores other factors like 
cost of living increases, taxes on the social 
security benefits, and the time value of money of 
taking benefits early and investing them. Making it 
even more complicated is considering spousal 
benefits after you die.  If you claim early your 
spouse's benefits if based on yours may not 
provide her enough long-term income.  

If Higher Current Earnings 
If you're working in a high-paying job (relative to 
what you earned early on in your career), you 
might want to delay claiming your benefit. If you've 
already accumulated a 35-year work history, 
additional high-earning years will replace lower-

earning years in your benefit calculation, thereby 
giving your benefits a boost when you start 
drawing social security. Remember those prior 
years of earnings get adjusted upwards to take 
into account inflation of wage levels so you can't 
just look at the raw earnings figures. 

Employment can Reduce Your Benefits 
Earning a wage (or self-employment income) can 
reduce your benefit temporarily if you take Social 
Security early. If you're still working and you 
haven't reached your full retirement age, $1 in 
benefits will be deducted for every $2 you earn 
above the annual limit ($17,040 in 2018). 

The reduction falls to $1 in benefits deducted for 
every $3 you earn above a higher limit ($45,360 in 
2018), deducted only for income earned before the 
month you reach your full retirement age in the year 
you reach your full retirement age. Starting the month 
you hit your full retirement age, your benefits are no 
longer reduced no matter how much you earn. 

Taxes on Social Security 
Keep in mind that Social Security benefits may be 
taxable, depending on your modified adjusted 
gross income (MAGI), also known as 'provisional' 
income. Your provisional income is equal to your 
adjusted gross income (AGI), plus non-taxable 
interest payments (e.g., interest payments on tax-
exempt municipal bonds), plus half of your Social 
Security benefit. As your MAGI increases above a 
certain threshold (from earning a paycheck, for 
instance), more of your benefit is subject to 
income tax, up to a maximum of 85%. For help, 
talk with a CPA or tax professional. 

In any case, if you're still working, you may want 
to postpone Social Security either until you reach 
your full retirement age or until your earned 
income is less than the annual limit. In no situation 
should you defer benefits past age 70. 

The Social Security website provides a calculator 
for benefits at  
https://www.ssa.gov/benefits/retirement/estimator.html  

https://www.ssa.gov/benefits/retirement/estimator.html

