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Social Security 101 – Things to Understand

Master these social security lessons to get a more realistic view of your retirement.

According to Nationwide’s 2022 Social Security Consumer Survey, more than half of Americans say they 
know exactly how to optimize their social security benefits. Yet only 7 percent understand all the factors that 
determine the maximum benefit someone can receive. The report highlighted other knowledge gaps, too:

• Roughly 42 percent don’t know when they are eligible to receive their full benefits.

• Less than half (49 percent) lack a clear understanding of how much they will receive in future income.

• Nearly one-third (32 percent) incorrectly assume that social security benefits are not protected 
against inflation.

• Slightly over half (51 percent) mistakenly believe if they claim their benefits early, their benefits will 
go up automatically when they reach full retirement age.

Master these lessons and you could gain a leg up on retirement planning—and avoid being an unfortunate 
statistic in a future survey!

Lesson No. 1: Your full retirement age for social security benefits is the age at which 
you may first become entitled to full or unreduced retirement benefits.

Match your birth year to the full retirement ages shown below.

Birth Year Full Retirement Age

1955 66 + 2 months

1956 66 + 4 months

1957 66 + 6 months

1958 66 + 8 months

1959 66 + 10 months

1960 and later 67

Lesson No. 2: Social security will only replace a portion of your preretirement income.

The rule of thumb is that you’ll need to replace 75–80 percent of your preretirement income. Social security 
will help fund part of your income needs, generally 25–40 percent, depending on your earning history. Your 
personal savings and retirement account will have to make up the difference.
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Lesson No. 3: The longer you wait to start taking social security benefits, the more 
money you’ll receive.

The minimum age at which you can begin receiving social security benefits is 62. The math is pretty black and 
white: claiming earlier reduces your benefit and claiming later increases it. For each year you postpone taking 
your benefit (up to age 70), your monthly check will be larger. Check out the social security benefits planner 
for more comprehensive information, including calculators and other resources.

Lesson No. 4: Social security benefits are somewhat protected against inflation.

For 2022, the Social Security Administration (SSA) is paying out a cost-of-living adjustment (COLA) of 5.9 percent. 
In planning for your retirement income, it’s important to note that any COLA from the SSA can vary each year 
and is not guaranteed. COLAs are typically announced annually in October.

Money Mantras

Are market swings causing you anxiety? These four money mantras can help you 
overcome it.

Whether it’s the ongoing Covid-19 pandemic; a sudden boost in prices related to gas, food, housing, and other 
essentials; supply chain hiccups; or an uncertain labor market, the stock market has seen plenty of ups and downs 
over the past six months. As always, it’s impossible to predict what the market will do on any given day, but it’s 
always a good idea to take deep, measured breaths and focus on basic money mantras. Doing so can help you 
push through any anxiety you may feel regarding your retirement account (no yoga pose required).

Mantra No. 1: I Am Investing for the Long Term

Saving for retirement is a journey, not a sprint, but a volatile market can push even the most experienced 
investors into making emotional decisions. It’s never a good idea to change your investments simply because 
of day-to-day volatility. Set a strategy that’s right for you and stick to it. Having a diversified portfolio can help you 
build confidence in your long-term plan—so don’t just throw it out the window during big market swings!

Historically, equity markets have trended upward over the long term. Past performance, however, is not a 
guarantee of future results. Investing involves risk, so you may want to consider working with a financial 
professional who can help you review your tolerance for risk while keeping in mind your other financial goals.

Mantra No. 2: I Will Diversify My Portfolio

Putting your money into a number of investment options that include different types of asset classes can 
help reduce risk. Generally speaking, if your dollars are invested in materially different types of investments 
(e.g., stocks, bonds, and cash) and market conditions cause one of your investments to decline, all of your 
money shouldn’t be affected.

https://www.ssa.gov/benefits/retirement/
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A simpler way to understand diversification is to look at the food you put on your plate. The more food groups  
on your plate, the more nutrients your body consumes and the healthier you are. If, however, you only ate pizza  
every day, your body would suffer from poor nutrition. The same is true for an investment portfolio’s diversification. 
Investors who put their money in only one type of asset (e.g., stocks) are at an increased risk for loss of principal 
because their portfolio isn’t diversified.

Mantra No. 3: I Will Rebalance My Portfolio on a Regular Basis

Over time, market changes can lead to shifts in your portfolio’s asset allocation. You may have started with a 
75/25 stock-fund-to-bond-fund split, for example, but changes in the market caused stocks to now account 
for 85 percent of your portfolio’s value. That’s why it’s important to periodically check your asset allocation to 
ensure that it aligns with your strategy and risk tolerance. Keep in mind that you may also want to rebalance 
to a more aggressive or conservative allocation should your tolerance for risk change, perhaps because of 
how close you are to retirement.

Mantra No. 4: I Will Seek Professional Help If I Need It

Many people consult with an investment advisor for guidance regarding retirement plan investments. An 
advisor can help you determine whether an investment strategy is appropriate to achieve your financial 
goals based on your risk tolerance and time frame.

Wake-Up Call

Try these morning rituals to get your day off to the right start.

What’s your morning routine? If it’s a little chaotic or you’re searching for a better way to start your day, consider 
these tips:

Tune in to Your Ikigai

Your ikigai is literally the reason you get up in the morning, which is why tuning in to it when you first wake 
up can be beneficial to your mood for the rest of the day. Your ikigai, also known as your purpose in life, is a 
Japanese concept that combines the words iki, meaning life, and gai, meaning benefit. Taking steps toward 
your ikigai is easy. Start by practicing small habits that make you feel good, such as meditation, stretching, 
walking, or performing a random act of kindness. For help finding your ikigai, answer three questions:

1. What do you love?

2. What makes you happy?

3. What gets you really pumped up?



4 of 5

HEALTH. WEALTH. WISDOM. Q3 2022

Create a soft landing. Try to wake up naturally (without an alarm) to the natural light of the morning. That way, 
you’re not waking up to a hideous-sounding alarm that could cause immediate anxiety. If that’s not possible, 
replace your alarm sound with soft music or something more mellow. Set your phone to do not disturb so your 
sleep isn’t interrupted with notifications and emails.

Get some fresh air. Before opening your laptop or heading out for your morning commute, take a few minutes 
to go outside and get some natural light. Neuroscientists call this grounding, and you may find that it creates a 
positive mindset and mood that helps you slow down.

Water before coffee. Hydrating before having caffeine can be extremely beneficial; it can improve your digestive  
system and metabolism (a bonus if you’re trying to lose weight), reduce heartburn and indigestion, and strengthen 
your immune system.

Make some moves. If possible, wake up 30 minutes earlier than normal and use that time to exercise, stretch,  
or do yoga. Stretching and exercising are beneficial for the brain in part because they engage a brain frequency 
called sensorimotor rhythm, which is used all day for cognitive thinking, problem-solving, and much more.

Sources: Lifehack, Healthline, BrainTap, and Kmotion Research.

Retirement in Motion

Explore tips and resources everyone can use.

Knowledge Is Retirement Power

The SSA recently introduced a new look and feel to the social security statement, which is one of the most 
effective tools people can use to learn about their earnings and future social security benefits. The SSA also 
provides examples of the new statement, along with fact sheets.

Q&A

Q: My mom recently received her January 2022 social security benefit payment and noted that it seemed 
quite a bit higher than usual. Why might this be?
A: Millions of retirees on social security are receiving a 5.9 percent boost in benefits for 2022. It’s the biggest 
COLA in 39 years, and it follows a spike in inflation as the economy struggles to shake off challenges associated 
with the Covid-19 pandemic (particularly a rise in prices of many goods, supply chain snags, and other factors). 
The COLA amounts to an increase of $92 per month for the average retired worker, according to estimates 
released by the SSA. For some perspective, the COLA has averaged 1.65 percent over the past 10 years.

https://www.ssa.gov/myaccount/
https://www.ssa.gov/myaccount/statement.html
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Quarterly Reminder

When was the last time you reviewed your beneficiary designations for your major assets—including your 
retirement plan? Make sure your current designations still match your wishes, especially if you’ve experienced 
major life changes, such as marriage or the birth or adoption of children.

Tools and Techniques

Are you looking to get more financially fit in 2022? AARP’s Money Map is a free program designed to help 
people regain control of their financial situation. The Money Map has two pathways: unplanned expenses 
and debt management. If you’re dealing with unplanned expenses, AARP’s step-by-step assistance can help 
you create an actionable plan in minutes. The program provides specialized plans for medical, car, and home 
expenses, along with a general plan to address any other expenses.

There’s a debt management pathway, too. With a few simple steps, the Money Map program can create an 
actionable plan to help you get a handle on your debt while minimizing harm to your credit score. All of these 
resources are free and available to everyone, with no membership required.

Corner on the Market: Basic Financial Terms to Know

Fintech. Short for financial technology, fintech is used to describe new technology that seeks to improve and 
automate the delivery and use of financial services. At its core, fintech is used to help companies, business 
owners, and consumers better manage their financial operations, processes, and lives by using specialized 
software and algorithms on computers and, increasingly, smartphones.

Diversification does not assure a profit or protect against loss in declining markets, and diversification cannot guarantee that any 
objective or goal will be achieved.

http://www.commonwealth.com
https://moneymap.aarp.org/

