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How Long Will We Have Social Security?

Written by Nicole Drury and Stephanie Vitti

Brain Teaser of the Month: What do the zipper, the twinkie, the vacuum cleaner, and the Ferris
wheel all have in common?

Answer on Page 3

We include Social security in all of our financial plans, and are often met with the same question - “will
Social Security still be around by the time | retire?”

It's an understandable question, since you’ll often see news reports about the depletion of Social Security’s
trusts as our population ages. The latest report from the Social Security Administration calculates that the
current trust funds that support the Old-Age and Survivors Insurance program will run out of money by
2033. The current workforce would still be paying into Social Security, so it won’t go away entirely, but
without the trust fund beneficiaries will receive only 78 cents on the dollar.

As financial advisors, there’s nothing more important to us than creating accurate financial plans. While we
don’t have a crystal ball into the future, we still need to make sure that our plans have reasonable
assumptions.

Below we outline the reasons we expect Social Security to “be around” for the long haul and some of the

current proposals being discussed by policymakers.

Social Security is Vital

First, we think it's important to point out how crucial Social Security is in America today. According to a
study from the National Institute on Retirement Security (NIRS), 40% of older Americans only receive
income from Social Security in retirement. In fact, only 7% of older Americans receive income from a mix of
Social Security, a pension and savings.

This reason alone is compelling enough for us to believe that Social Security will be around for decades. It
would be disastrous for Government to end the program, or not plan for its continuation into the future.
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Proposals to Sustain Social Security

Given how many Americans rely on Social Security, it's reasonable to believe that changes will be made to
make the programs more sustainable. Over the years, there have been several changes made to Social
Security to preserve the program. For example, Full Retirement Age was initially 65 but has gradually
increased to 66 and now 67 for those born after 1960. More recently in 2015, two popular filing strategies
that paid out higher benefits were eliminated.

There are several proposals that policymakers are currently discussing:

Raise payroll taxes - Workers today pay 6.2% of their wages (up to $160,200 of income) toward
Social Security. This tax could be increased. For example, the “Social Security Enhancement and
Protection Act” put forth by Gwen Moore (D-Wisconsin) proposed increasing the tax to 6.5% over
five years. Another proposal, “Social Security 2100: A Sacred Trust” put forth last year by John
Larson (D-Connecticut) included an increase of the tax to 7.4%.

Raise the wage cap - In 2022, a worker only pays Social Security tax on up to $160,200 of their
income. A proposal in Larson’s bill would increase the Social Security tax on up to $400,000 of
income.

Increase retirement age - If you were born after 1960, your “Full Retirement Age” is age 67.
Congress could decide to increase this as Americans are living longer. There have been proposals
to raise the Full Retirement Age to 68 and raise the earliest eligibility age to 65 (from age 62
currently). A 2019 bi-partisan proposal (the Simpson-Bowles plan) advocated raising Full
Retirement Age to 69 by 2075.

Implement a Means-test - It's odd to consider that even billionaires receive a Social Security
check each month. A means-test would limit the payouts for those who have higher incomes and
don’t rely on the Social Security program.

All of these proposals face challenges. Increasing the Social Security tax or the wage cap is a tax increase,
which many lawmakers fundamentally oppose. Increasing the retirement age or implementing a means-test
is effectively cutting benefits for people who paid taxes throughout their working years, and could be seen
as a breach of faith in the system. Despite these issues, we feel that Congress has compelling reasons to
act and improve the Social Security program.

If you have any questions about retirement planning, please feel free reach to out to us.
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Brain Teaser of the Month Answer — They were all invented in Chicago.
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Disclaimers:

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their
accuracy or completeness.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors and Private
Wealth Advisors do not provide tax or legal advice. Individuals should seek advice based on their particular circumstances
from an independent tax or legal advisor.

Morgan Stanley offers a wide array of brokerage and advisory services to its clients, each of which may create a different
type of relationship with different obligations to you. Please consult with your Financial Advisor to understand these
differences or review our Understanding Your Brokerage and Investment Advisory Relationships brochure available at
https://www.morganstanley.com/wealth-relationshipwithms/pdfs/understandingyourrelationship.pdf

Morgan Stanley Smith Barney LLC. Member SIPC.
CRC 4736360 08/2025

Sources:
e National Institute on Retirement Security (NIRS), Examining the Nest Egg: The Sources of Retirement Income for
Older Americans. January 14, 2020
e SSA.gov, Status of the Social Security and Medicare Programs - 2021 Reports
e SOCIAL SECURITY 2100: A SACRED TRUST
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