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Will Social Security be there when I retire?

Young or old, your clients want to know if they can count on getting Social Security benefits when they

stop working. Here’s what we think you can tell them.

What is the current situation?

The Social Security Trust Fund is on track to be depleted in 2034, as the number of workers contributing to the fund (via payroll taxes) continues to decline.

Today, for each retiree drawing benefits, 2.8 workers pay into the fund. By 2035, this will drop to 2.2. (In 1960, it was 5.1.)

Still, sufficient payroll taxes are likely to be collected to fund 75% to 80% of retiree benefits for the next 75 years.
1

Should retirees and those near retirement worry?

We don’t think so. Older Americans have considerable voting power: 67% of eligible voters over the age of 65 voted in 2022, compared with only 24% of 18- to 24

year-olds.
2

 Fear of being voted out of office helps explain why Congress has not cut benefits for current beneficiaries.

The last time the trust fund was nearly out of funds, in 1983, Congress solved the problem by increasing taxes and gradually raising the full retirement age in tw

waves for workers, starting with those who were younger than 45 at the time. Fast forward to today, and the second wave is still being phased in. (See Exhibit) 
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Social Security Timing Trade-Offs

Source: Social Security Administration, J.P. Morgan Asset Management.

 

How will Congress fund the gap?

There’s little agreement on this topic. But in recent years, three proposals generated support on both sides of the aisle (though none passed):
3

1.      Levy payroll taxes on wages above the current cut-off point. Today, workers pay payroll taxes on annual wages of up to $168,600. Congress could elect to

raise that cut-off—while leaving benefits either unchanged or only slightly increased. This would significantly reduce the need for broad benefit cuts.

2.      Phase in benefit cuts for younger, higher earners. This would protect lower income workers and people closer to retirement (with less time to adjust to

cuts). While this would put a greater burden on younger people, this age group is less likely to vote politicians out of office.

3.      Slightly decrease cost-of-living adjustments for beneficiaries. For the reasons mentioned above, this scenario seems least likely to happen.

What does this mean for those in or near retirement?

We see little cause for concern, and suggest:
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This website is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific investment product,

strategy, plan feature or other purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this material are generic, hypothetical and for

illustration purposes only. None of J.P. Morgan Asset Management, its affiliates or representatives is suggesting that the recipient or any other person take a specific course of action or any action at

all. Communications such as this are not impartial and are provided in connection with the advertising and marketing of products and services. Prior to making any investment or financial decisions,

an investor should seek individualized advice from personal financial, legal, tax and other professionals that take into account all of the particular facts and circumstances of an investor's own

situation.

 

Variable annuity guarantees are only as good as the insurance company that gives them. While it is an uncommon occurrence that the insurance companies that back these guarantees are unable to

meet their obligations, it may happen. Annuity withdrawals prior to 59½ may be subject to tax penalties, are subject to market risk and may lose value. Riders have additional fees and costs associated

with them, and are subject to additional conditions, restrictions, and limitations.

 

Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the information

provided here is reliable but should not be assumed to be accurate or complete. The views and strategies described may not be suitable for all investors.

 

INFORMATION REGARDING MUTUAL FUNDS/ETF: Investors should carefully consider the investment objectives and risks as well as charges and expenses of a mutual fund or ETF before investing. The

summary and full prospectuses contain this and other information about the mutual fund or ETF and should be read carefully before investing. To obtain a prospectus for Mutual Funds: Contact

JPMorgan Distribution Services, Inc. at 1-800-480-4111 or download it from this site. Exchange Traded Funds: Call 1-844-4JPM-ETF or download it from this site.

 

J.P. Morgan Funds and J.P. Morgan ETFs are distributed by JPMorgan Distribution Services, Inc. JPMorgan Private Markets Fund is distributed by J.P. Morgan Institutional Investments Inc. Both are

affiliates of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services to the funds. JPMorgan Distribution Services, Inc. is a member of FINRA  FINRA's

BrokerCheck

 

INFORMATION REGARDING COMMINGLED FUNDS: For additional information regarding the Commingled Pension Trust Funds of JPMorgan Chase Bank, N.A., please contact your J.P. Morgan Asset

Management representative.

 

The Commingled Pension Trust Funds of JPMorgan Chase Bank N.A. are collective trust funds established and maintained by JPMorgan Chase Bank, N.A. under a declaration of trust. The funds are

not required to file a prospectus or registration statement with the SEC, and accordingly, neither is available. The funds are available only to certain qualified retirement plans and governmental plans

and is not offered to the general public. Units of the funds are not bank deposits and are not insured or guaranteed by any bank, government entity, the FDIC or any other type of deposit insurance. You

should carefully consider the investment objectives, risk, charges, and expenses of the fund before investing.

 

INFORMATION FOR ALL SITE USERS: J.P. Morgan Asset Management is the brand name for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.

 

NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE

 

Retirees receiving Social Security can trust their benefits will continue—and plan (and spend) accordingly

Those worrying Social Security will disappear can take their benefits later because Congress is unlikely to allow benefit cuts for those near retirement

How might younger people fare?

Younger people—especially high earners—will need to save more. The younger their age, the more likely these workers are to see significant cuts/changes

phased in.

Still, they shouldn’t despair. Even if Congress fails to act, which is unlikely, payroll taxes will fund at least three-quarters of future retirement benefits.

When are changes to Social Security likely to occur?

While Congress may act after the 2024 election, it’s more likely changes will take place closer to the 2034 depletion date. After all, raising taxes and/or cutting

benefits is unpalatable to most politicians.

1.
 2023 Social Security Trustees Report for the combined Old Age Survivors and Disability Insurance (OASDI) programs.

2. 
Kaiser Family Foundation, Number of Voters as a Share of the Voter Population, by Age for November 2022.

3.
 Social Security Administration, Office of the Chief Actuary’s Estimates of Proposals to Change the Social Security Program or the SSI Program,  website as of April 2024.
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Telephone calls and electronic communications may be monitored and/or recorded.

Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://www.jpmorgan.com/privacy.

 

If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance. 
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