
If you were to calculate the present value of the 
Social Security income stream, it would rival or 
exceed the lump sum many people have in their 
401(k) plans at retirement. Serious investors work 
hard to maximize the value of their IRAs and 401(k) 
plans, often not realizing that their Social Security 
“asset” can be maximized as well. Pre-retirees can 
enhance its value by building a strong earnings 
record and applying for benefits at the optimal time.

Let’s say you have a primary insurance amount 
(PIA) of $2,500. This is the amount of monthly 
income you will receive if you apply for Social 
Security at your full retirement age. Full retirement 
age is 66 for baby boomers born between 1943 
and 1954. Let’s also say you have a life expectancy 
of 86. This is slightly longer than the average life 
expectancy, but there’s a good chance you or your 
surviving spouse will live at least that long.

If you apply for Social Security at 62, your benefit 
will be reduced to account for those four extra 
years of checks. If your PIA is $2,500, your 
permanent benefit would be $1,875, which is 75% 
of $2,500. If you apply for benefits at 70, your 
benefit will get a boost of four years of 8% annual 
delayed credits, giving you a permanent benefit of 
$3,300 a month.

Now let’s see what the lifetime value of your Social 
Security income stream would be depending on 
when you start your benefit.
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Application 
Age

Monthly 
Benefit in 

Today’s Dollars

Total Income 
Received 

at 86

Apply at 62
$1,875 

(2500 x 75%)

$540,000 
($1,875 x 

288 months)

Apply at 66 $2,500
$600,000 
($2,500 x 

240 months)

Apply at 70
$3,300 

(2500 x 132%)

$636,600 
($3,300 x 

192 months)

Source: SSA, author’s calculations. Not adjusted for inflation.

The key to maximizing your Social Security 
“asset” is to understand the lifetime value of the 
income stream. If you are looking at your Social 
Security statement, you may be tempted to 
take $1,875 per month at 62 rather than waiting 
until age 70 to receive $3,300 per month. But if 
you consider the lifetime value of your benefits, 
assuming a realistic life expectancy, you can see 
that claiming the higher benefit at 70 will give 
you more total benefits over your lifetime. Just 
as you seek to maximize the value of your IRA 
and 401(k), you can also maximize the value of 
your Social Security. You can do this by locking 
in your highest benefit by claiming it at age 70.

(continued)



Spousal and survivor benefits

When the combined benefits for a married 
couple are taken into consideration, the analysis 
becomes more complex. You must take into 
account each spouse’s age, their combined life 
expectancies, the benefit based on each spouse’s 
own earnings record, the spousal benefit for each 
spouse, and the amount the surviving spouse 
would receive after one spouse dies. 

If the higher earning spouse dies first, the 
lower earning spouse will jump up to that 
higher benefit. If the higher earning spouse had 
maximized his benefit by claiming it at 70, this 
will give the widow more income. This is why we 
nearly always recommend that the higher earning 
spouse claim his benefit at 70. This will maximize 
his retirement benefit while he is alive and the 
survivor benefit for the widow after his death.

But everyone’s situation is different. That’s why it 
is important to get a customized analysis of your 
claiming options and to understand both your 
potential monthly income as well as the amount 
of Social Security you stand to receive over your 
lifetime based on your claiming age.

Elaine Floyd, CFP®, is Director of Retirement 
and Life Planning for Horsesmouth, LLC, where 
she focuses on helping people understand the 
practical and technical aspects of retirement 
income planning.
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Benefit from our experience
Foresters Financial Services, Inc. provides 
everyday families and individuals with 
financial solutions, guidance and tools, 
to meet their needs across all life stages. 
Our Financial Representatives offer 
personalized service combined with a 
solid, long-term approach and fresh 
thinking to help you:

• Save and invest for retirement,
 education and other life events

• Create retirement income strategies

• Protect the ones you love

• Plan your legacy

Together, we can help you achieve 
financial and family well-being—now and 
tomorrow, this generation and the next.

The information contained herein is not intended as a recommendation of a specific security or 
investment strategy. Rather, it is intended to be general and informational in nature. Speak with your 
Representative to discuss your specific situation and financial goals. 

Neither Foresters Financial nor its Representatives offer tax, legal or estate planning services. Clients 
should contact their personal tax and legal advisers for any advice about tax-related investment 
decisions, estate planning or gifting.

For more information about First Investors mutual funds from Foresters Financial Services, Inc. you 
may obtain a free prospectus or summary prospectus by contacting your Representative, calling 
800 423 4026 or visiting our website at forestersfinancial.com. You should consider the investment 
objectives, risks, charges and expenses of the funds carefully before investing. The prospectus and 
summary prospectus contain this and other information about the funds, and should be read carefully 
before you invest or send money. An investment in these funds is not a bank deposit and is not insured 
or guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any other government agency.
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are offered through Foresters Financial Services, Inc. Insurance products are issued by Foresters Life 
Insurance and Annuity Company, New York or The Independent Order of Foresters. All guarantees, 
annuity payments and policy provisions are subject to the financial strength and claims-paying ability of 
the issuing company. 
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With the demise of guaranteed pensions, and in light of the risks you face 
in managing your own retirement assets, maximizing Social Security 
becomes a critical part of retirement planning.




