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    I know you’ve heard it… ”So-
cial Security won’t be around 
when I retire!” Well, that’s not 
necessarily the case. It may not 
be there in the same form that 
it is today. To better understand 
the challenges it faces, we have to 
look at its origins. Interestingly, 
Social Security was signed into 
law on August 14th, 1935 un-
der Franklin D. Roosevelt, a few 
years after the stock market crash 
of 1929 and in the midst of the 
Great Depression. 

Although it wasn’t just the Great 
Depression that initiated this 
new social safety net we refer to 
as Social Security today. It was 
also a growing transformation 
within the economy, from an 
agrarian society, where families 
worked the farm and eventually 
their children took over, to an 

urbanized society, led by indus-
trialization*. There became a need 
to provide for a minimum level 
of financial security for people as 
they aged. 

*https://www.ssa.gov/history/
briefhistory3.html

Social Security is a “Pay as you 
go system”.

Old Age Survivor and Disabil-
ity Income Taxes (OASDI) are 
collected from workers today to 
provide for current beneficiaries. 
The current tax rate is 6.2%.An 
employee pays this tax up to the 
wage base of $132,900 in 2019*. 
For self employed individuals that 
rate is double at 12.4%. When the 
program first started in 1935, the 
first benefits were payable in 1940 
and there were 159.4 workers to 
every recipient! That ratio quick-
ly diminished and by 1955 there 
were 8.6 workers to every benefi-
ciary. By the year 2013, there was a 
2.8 worker to beneficiary ratio and 
that trend continues today**.

*https://www.ssa.gov/news/press/
factsheets/colafacts2019.pdf

**https://www.ssa.gov/history/ra-
tios.html

   Since it’s origins, any surplus-
es in tax revenues that exceeded 
benefits were required to purchase 
“special issue bonds”, essentially 
loaning money to the U.S. Gov-
ernment with a promise that they 
will pay back those bonds as they 
mature. As of 2018 the trust fund 
has just under $2.9 Trillion worth 
of special issue bonds and certifi-
cates. Though, China is our largest 

foreign creditor, owning roughly 
$1.18 Trillion of US Debt*, the 
trust fund is nearly three times 
that size. 2018 represents the first 
year, since 1982, that there were 
less acquisitions of these special 
issue bonds and more disposi-
tions, suggesting that the current 
tax receipts, today, are not enough 
to cover benefits paid**. 

And thus, this is the 800-pound 
Gorilla in the room that no one 
wants to look at. 

*https://en.wikipedia.org/wiki/
National_debt_of_the_United_
States

**https://www.ssa.gov/cgi-bin/
transactions.cgi

What’s really fascinating is that the 
current U.S. budget for 2017 was 
just shy of $4 Trillion, of which 
67% is mandatory spending on 
Social Security, Medicare, Medic-
aid and Debt Service*! Congress 
can only influence discretionary 
spending on just 33% of the entire 
US Government’s outflows with-
out making changes to Social Se-
curity, Medicare or Medicaid (the 
entitlements everyone’s talking 
about). Also, now that we’re start-
ing to see expenses from Social 
Security exceed tax revenues, we 
should expect our already inflated 
debt of $20 Trillion, continue to 
expand. This could be a problem 
at some point, if the US Govern-
ment gets further downgraded in 
their credit rating as our debt to 
GDP accelerates, forcing them to 
slash spending and incur higher 
debt service costs in the future.

"...to be continued"
   

   So, here we are in 2019! I hope 
you and your family had a wonder-
ful Holiday Season and your New 
Year is off to a great start.Martin 
Luther King JR’s birthday is the 
only Federal Holiday this month, 
on January 21st. 

Boy, did the last quarter of 2018, 
really whipsaw the markets! As I 
wrote in our November newslet-
ter, “It May be Time to Take Some 
Chips Off the Table” I talked about 
the importance of having a plan in 
place so you don’t get caught, un-
expectedly by the markets. When 
it turns, it can turn quite rapidly 
and violently. At some point, yes, 
we will have another recession. 
Though, most indicators don’t 
seem to bepointing to 2019. But 
sometimes, there’s a real discon-
nect to how the stock market be-
haves relative to what’s really hap-
pening in the economy. If we can 
answer any questions, please feel 
free to contact our office. 

Wishing you and yours the best 
2019 possible! 

Respectfully, 
Scott Weidman, CFP®

Is Social Security Going Bankrupt?
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investment trusts)

Account Types
➢ Fee Based Advisory Accounts
➢ Brokerage Accounts
➢ Third Party Money Managers
➢ 401k Rollovers
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  After several years teach-
ing financial planning at 
the Kennedy Space Center 
(KSC), I had the pleasure 
of meeting engineers, sci-
entists and physicists, a fas-
cinating and distinct bunch! 
Now it gives me great honor 
to recognize Patrick B., a 
long-time client and NASA 
engineer, on a 30 year dis-
tinguished career working 
for the agency. 

    Growing up on a farm 
near Champaign, Illinois, 
Patrick never imagined he 
would be working on the 
Nation’s Space Program. He 

began his career at (KSC) in 
the summer of 1987. He mar-
ried Charlotte in 1991 and 
they are celebrating their 28th 
year anniversary this year. 
He’s held a number of posi-
tions, from engineer, proj-
ect manager, supervisor and 
most recently, technical lead 
for electronic instrumenta-
tion systems in engineering. 
After supporting the Space 
Shuttle Orbiter communica-
tions engineering team for 10 
years he was recruited to sup-
port the International Space 
Station.  For the next 10 years 
he travelled, coast to coast, 
supporting the construction 
of the International Space 
Station (ISS). These com-
ponents, which he assisted 
in their collaboration, were 
ultimately flown to space, 
by the Space Shuttle, and as-
sembled with the help of our 
international partners. On 
a very dark night, outside of 
the city’s lights, you can still 
see the International Space 
Station barreling through the 
sky with your naked eye! 

   So, after a long and accom-
plished career with NASA , 

Patrick has finally decided he 
owes it to his wife and him-
self to focus more of his time 
travelling and enjoying the 
outdoors and nature. In fact, 
they recently purchased an 
RV and are expecting to be-
gin exploring the rest of the 
country. In his travels, he is 
planning to pursue several 
ideas that he’s been contem-
plating as an inventor/tin-
kerer. One of those concepts 
is to improve the storage and 
distribution of energy.

   He leaves the Space Pro-
gram, just as its initiatives are 
focused on the commercial-
ization of crewed space flight, 
a lunar orbit-based space sta-
tion and possible permanent 
lunar base with future pur-
suits focused towards Mars. 
In fact, I remember he even 
told me once, he would be the 
first in line to get on the first 
manned space flight to Mars! 
So, congratulations Patrick 
and Charlotte on your retire-
ment and may your new ex-
plorations and endeavors be 
just as rewarding as the last 
30 years! 

*https://en.wikipedia.org/
wiki/2017_United_States_
federal_budget

**https://www.cbo.gov/pub-
lication/53624

But let’s say we go unscathed 
and continue on this path of 
depleting the trust fund. The 
most recent Social Security 
Trustees Report* suggests 
that by the year 2034 the 
funds will be depleted and 
there would only be 77% of 
promised benefits. So, for 

some, that may be not so 
good news and for others that 
may be great news!

Yes, Social Security, has it’s 
challenges, but it’s not going 
away anytime soon and will 
continue to be an integral 
part for most retiree’s income 
needs. So, don’t buy into the 
idea that Social Security sim-
ply won’t be there when you 
need it. Because it will. How-
ever, we need to understand 
that changes will need to be 
made to make it solvent into 

the distant future. Hopefully 
this article offers some piece 
of mind, but just remember, 
Social Security was never in-
tended to be your only source 
of retirement income. Good 
planning starts now, so make 
sure you’re saving enough so 
you’ll have a secure financial 
future and retirement.

*https://www.ssa.gov/OACT/
TR/2018/tr2018.pdf

"... continued"

tel:+13863085842
tel:+13862992893
mailto:scott.weidman@jwcemail.com
mailto:scott.weidman@jwcemail.com
http://www.savannahcourtfinancialadvisors.com/contact
http://www.savannahcourtfinancialadvisors.com/contact

