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* Social Security retirement checks stop when the retiree dies (ignoring
benefits for surviving dependents and spouses) and that can have a
significant effect on expected benefits. For example, the median white
working female earns 16% less than the median white working male and so
will receive less in monthly retirement benefits. However, because females

Figure 1. Benefit Dollars per Tax Dollar
(Inflation-adjusted, assumes person is alive at age 67.)

$2.50 Adjusting for inflation, the dian wage white male who survives to retirement can
expect to receive $2 in Social Security retirement benefits for every $1 he paid in taxes.

$2.00

live longer than males, the median white female can expect to receive
$2.10 (adjusted for inflation) in benefits for every $1 she pays in Social $1.50
Security taxes versus $1.99 for the median white male (Figure 1).

* Ignoring longevity, we can compare the purchasing power the median $1.00
worker pays into Social Security to the purchasing power the worker
receives in retirement benefits. This tells us how long the worker must live $0.50
to breakeven—in other words, to receive back in benefits the same s0.00

amount of purchasing power the worker paid in taxes (Figure 2). Because Hispanic Black
Social Security provides a lesser rate of return for higher income workers, EMales B Females
the break-even age rises with the worker’s career-long earnings.

* The expected real rate of return on Social Security is low (Figure 3). This is
mostly due to an effective 100% death tax: benefits cease upon the
person’s death or are lost entirely if the person dies before retirement.

Figure 2. Purchasing Power Breakeven (Retirement at 67)

The median wage Asian worker breaks
even (in purchasing power) at age 79.
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Expected Social Security Taxes and Benefits
for a 20-Year-Old in 2024 (2024 dollars)
$110,000 Through age 67, today’s median wage 20-year-old will pay
around $400,000 in inflation-adjusted Social Security taxes.
$70,000 Had today’s 20-year-old invested the 12.4% taxes in a private 67 69 71 73 75 77 79 81
portfolio with a 5% real return, they could have withdrawn
$50,000 (adjusted for inflation) over $100,000 per year through age 85. ® Males ®Females
$30,000 Today’s 20-year-old will receive annual benefits of Figure 3. Expected Real Rates of Return
around $40,000 (adjusted for inflation). If they live to 85,
that will total almost $800,000 in inflation-adjusted 9%
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By law, workers and employers each remit half of the 12.4% Social Security 1% I l . . I
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tax. In practice, economic models suggest that the worker effectively pays the

entire 12.4% because the employer’s half would otherwise have gone toward White  Asian  Hispanic  Black  10-Year =~ AAA  S&P500 NASDAQ
paying the worker a hlgher wage. Treasurys Corporate Composite

As a retirement plan, Social Security looks like a single-life annuity. In Social Security 50-Year Historic Average
exchange for 12.4% of a person’s earnings, Social Security provides a stream of

payments that start when the person retires and stop (with some exceptions) The Economic & Financial Research Team
when the person dies.

Adjusted for inflation, if today’s median wage 20-year-old lives to age 85,
they will pay $400,000 in Social Security taxes and receive almost $800,000 in
benefits. That’s a return of 3.8% above inflation. However, accounting for the
probability of death before age 85, our 20-year-old can expect to earn only
1.5% above inflation. Had they instead put the 12.4% into a portfolio that
averaged a 5% annual real rate of return, they could have collected $2 million
in inflation-adjusted retirement benefits (Chart of the Week).

Of course, all of this assumes Social Security rules don’t fundamentally
change before our hypothetical 20-year-old retires. Email: EconomicResearch@nrucfc.coop
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INTEREST RATES! 2025 2026 Real GDP Growth Trend
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95% of forecasts report within this range.
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