Rethinking
Retirement

Social Security benefits –
the foundation of retirement

(R-11/2012)

Social Security payments are important to most
Americans. And because retirement could last 30 years
or longer, it’s very important to consider how and when
you should start receiving income.
Taking payments

BEFORE FULL
retirement age
reduces benefits.

The average monthly Social Security benefit for a
retired worker at the beginning of 2012 was about
$1,230, while the maximum possible benefit for
someone retiring at their full retirement age (age 66 in
2012) will be $2,513.1 Since the amount of your benefit
is permanently affected by your age when you start
your income, it’s critical to be aware of the long-term
impact of taking benefits before you reach your
“full retirement age.”
• You can start your Social Security retirement benefits
as early as age 62, but the benefit amounts you
receive will be less than your full retirement benefit
amount. If you start your benefits early, the amount
will be permanently reduced based on the number
of months you receive benefits before you reach
your full retirement age.
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Full retirement age

1937 or earlier

65

20%

1938

65 and 2 months

20.83%

1939

65 and 4 months

21.67%

1940

65 and 6 months

22.50%

1941

65 and 8 months

23.33%

1942

65 and 10 months

24.17%

1943-1954

66

25.00%

1955

66 and 2 months

25.83%

1956

66 and 4 months

26.67%

1957

66 and 6 months

27.50%

1958

66 and 8 months

28.33%

1959

66 and 10 months

29.17%

1960 and later

67

30.00%

If you were born on January 1 of any year, you should refer to the
previous year. (If you were born on the first of the month, the
Social Security Administration will figure your benefit (and your full
retirement age) as if your birthday was in the previous month.)

Social Security Administration, Retirement Planner:
Full Retirement Age, 2012.

For example, if you were born in 1955, full retirement
age is 66 years and two months. If you draw Social
Security at age 62, the benefit would be reduced
by 25.83%.

Allianz Life Insurance Company of New York
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Social Security Administration, Eligibility/Computation of Benefits and Maximum Social Security retirement benefit, 2012.
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Age 62 benefit
reduction

Year of birth2

• If you collect Social Security before reaching full retirement age,
your Social Security benefits will be reduced if you earn over
$15,120 in 2013.1 When you reach your full retirement age, any
month in which benefits were reduced will be removed from
the early retirement deduction calculation, which may raise the
benefit paid.
• If you reach full retirement age in 2013, delaying benefits
beyond full retirement age will result in an 8% per year benefit
increase. This increase will reach its maximum value when you
reach age 70.
• As much as 85% of your Social Security benefits may be subject
to the federal income tax.
• Since a surviving spouse’s survivor’s benefit is based on the
deceased spouse’s income amount, you should consider
a death scenario when thinking about taking Social Security
before reaching full retirement age.
• You may want to adjust the age you take retirement
income in order to gain the maximum benefit over your lifetime.
Since there are many variables to consider (income tax, life
expectancy, survivor’s benefit, etc.) you should be careful when
considering any break-even analysis.

Many people take a reduced Social Security benefit by drawing
income before they reach their full retirement age. While each
situation is different – and drawing early might be appropriate,
in some cases – there are a few issues to keep in mind:
• If you expect to live longer than average, the reduced benefit will
stay reduced for a long time. Consider the amount you may be
giving up over your lifetime.
• If you plan on working while drawing Social Security – before
reaching full retirement age – consider how working will affect
your Social Security benefits.
• Drawing a reduced retirement income benefit may also
reduce the income benefit your spouse receives if you die before
your spouse.
• If there is a significant difference between your age and that
of your spouse, Social Security benefits are likely to be paid
over a greater time period than when spouses are close in age.
In situations like this it is even more important to understand
how different assumptions might impact the possible results.
Variables such as the age benefits start, longevity, and survivor’s
benefits can combine to produce substantial differences
in total benefits received.

Call your financial professional and tax advisor to discuss
what may be appropriate for your situation.

All information provided can be confirmed via the Social Security Administration. You are encouraged to seek the advice of a Social Security representative.
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Social Security Administration, Fact Sheet, 2013 Social Security Changes.
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