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Our Real-time YMPE estimation method has been recognized for helping to make Canada Pension Plan
(CPP) timing decisions.” %3 Right now in 2025, there is a rare opportunity to take this to an even higher
level. There is a good chance that wage inflation will be unusually high for two, back-to-back years.
Here is what that means.

Using customary financial planning assumptions, an individual who turned age 60 in 2024 would have
projected lifetime CPP of the following approximate amounts.* > ©
e Starting CPP at the maximum benefit age (age 70):
o Male =476,900
o Female=527,100
e Starting CPP at the minimum benefit age (age 60):
o Male=5297,200
o Female=5317,700

Such an individual would lose out on receiving the following amounts, if they start CPP at age 60, rather
than waiting until age 70 to start CPP:”

e Lifetime Loss for a male = $179,700

e Lifetime Loss for a female = $209,400

The staggering difference between lifetime CPP when starting at the maximum benefit age (age 70),
compared to starting at the minimum benefit age (age 60), is mostly because of the age adjustment
factors. The age adjustment factors work as follows. When the maximum benefit age is used as the full
100% reference point for an individual’s CPP retirement pension amount, Figure 1 illustrates the
reduction in that individual’s retirement pension amount by starting CPP earlier. The reduction in Figure
1is from the age adjustment factors alone.

1 MacDonald, B.-J. and Chandler, D. “Providing the Right Information in the Right Way: Removing the Biases in
CPP/QPP Communications and Empowering Informed Decisions.” National Institute on Ageing, 2024. Available at:
https://www.niageing.ca/cpp-gpp-step4

2 Yee, J. “Real-time Estimation Method for the Year’s Maximum Pensionable Earnings (YMPE).” Finepoint Solutions
Inc., 2023. Available at: https://finepointsolutions.ca/ideas-resources/

3 YMPE is the Year’s Maximum Pensionable Earnings. The YMPE represents the average national wage in Canada,
and changes in the YMPE represent wage inflation. The YMPE establishes an upper earnings threshold for
mandatory participation in the CPP, and the YMPE is used in CPP benefit calculations.

4Bachand, N., et al. “Projection Assumption Guidelines.” FP Canada Standards Council, 2023 and 2024. Available
at: https://www.fpcanada.ca/projection-assumption-guidelines

5 Author’s calculations. Price inflation = 2.1%, YMPE growth rate = 3.1%, Probability of Survival = 50%. This article
only considers the Base CPP. The Enhanced CPP that was introduced in 2019 is not included in the calculations.

5 For someone with the maximum possible amount of CPP pension credits. In 2024 dollars.

7 MacDonald, B.-J. “Get the Most from the Canada & Quebec Pension Plans by Delaying Benefits: The Substantial
(and Unrecognized) Value of Waiting to Claim CPP/QPP Benefits.” National Institute on Ageing, 2020. Available at:
https://www.niageing.ca/s/FINAL-NIA GettheMostfromtheCanadaQuebecPensionPlansbyDelayingBenefits.pdf
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A Maximum
Benefit
Age
) Amount
Retii?:\tel?lf I(D:::sion Starting Age Comparedto
Maximum Age
Amount for CPP g

($) 70 100%
69 94.1%
68 88.2%
67 82.3%
66 76.3%
65 70.4%
64 65.4%
63 60.3%
62 55.2%
61 50.1%
60 45.1% _

»
60 70 Age

Figure 1. Reduction of retirement pension from starting CPP earlier.

More subtly, lifetime CPP is also larger when starting at the maximum benefit age because of wage
inflation. Pension credits acquired from an individual’s earnings in the past, during their working life,
are re-valued to a higher amount in order to protect that individual’s retirement pension from the
effects of wage inflation over that same period. This means that an individual’s CPP retirement pension
has a wage inflation component in the calculation, specifically when determining the benefit amount in
the year that they start CPP.8

The rare opportunity has to do with how accurate wage inflation assumptions can be. In our opinion,
the Real-time YMPE method is an improvement over using a customary financial planning assumption,
for wage inflation in CPP calculations. Here is an example.

Meet Scotty Stalenumbers, and Ronnie Real-time

Scotty and Ronnie both turned age 60 in 2024. They each have the maximum possible amount of
pension credits for the CPP. There are no low, or zero-earning years in Scotty or Ronnie’s respective CPP
earnings histories. For the example, we’re going to start in 2024. Thus, if Scotty and Ronnie start CPP in
2024, and both live to a median age, we know that their lifetime CPP will be $297,200, as shown earlier.

Next, Scotty and Ronnie do a projection using a customary financial planning assumption for the rate of
wage inflation.® The projection calculates that their lifetime CPP will be $476,900, if they start CPP at
the maximum benefit age (the same amount as shown earlier).

8 For a video that explains CPP calculation basic steps, see: https://www.youtube.com/watch?v=evYXSup7yDY

9 See footnote #4 for customary financial planning assumptions. All values for the example are in 2024 dollars.
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Scotty and Ronnie both like the idea of getting more guaranteed, inflation-protected income from the
CPP, but they’re not sure that they like the idea of waiting so long to get $476,900. They decide to take
it one year at a time.1® We continue the example in 2025.

Scotty Stalenumbers thinks he has to wait

Now that Scotty finds himself in 2025, he learns that wage inflation was higher than the assumption that
he used for his projection in 2024. Scotty Stalenumbers updates his projection, but Scotty uses a
customary financial planning assumption for the rate of wage inflation again.

Scotty observes that a little bit of the waiting time to get $476,900 of lifetime CPP has been shaved off.
Neat. Scotty sketches this out in Figure 2. Scotty concludes that he still has to wait until he is 69 years
and 5 months old to get $476,900 of lifetime CPP.

Starting Age Lifetime CPP
68 $461,300
69 $473,100 |]|l in 69 years and 5 months
(7 months sooner)
70 $482,100

Figure 2. Shorter waiting time for lifetime CPP using customary financial planning assumptions.

Scotty decides to keep waiting and take his CPP timing decision one year at a time. Maybe something
like this will happen again next year, he thinks.

Ronnie Real-time’s radical realization

As Ronnie finds himself in 2025, he also learns that wage inflation was higher than the assumption that
he used for his projection in 2024. Ronnie also learns about the Real-time YMPE estimation method.
When Ronnie Real-time updates his projection, he uses the Real-time YMPE estimation method for
wage inflation in 2026, and then Ronnie uses a customary financial planning assumption for the rate of
wage inflation for the remaining years in the projection.

Ronnie Real-time observes that his waiting time to get $476,900 of lifetime CPP is over a year earlier!

Ronnie sketches this out in Figure 3 as he concludes that he only has to wait until he is 68 years and 9
months old to get $476,900 of lifetime CPP. That is one-and-a-quarter fewer years to wait compared to
what was originally projected in 2024, when the CPP planning process was started. Also, Ronnie Real-
time’s result is over two times earlier than Scotty Stalenumbers’. That is what Real-time YMPE tells us.

10 MacDonald, B.-J. “Steps #5 & #6: Improving Long-term Financial Decision-making by Bridging the Psychological
Divide Between Today and Tomorrow.” National Institute on Ageing, 2024. Available at:
https://www.niageing.ca/cpp-gpp-step5-6
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Starting Age Lifetime CPP

68 $468,000 .
$476,900 |[| in 68 years and 9 months
69 $480,000

(15 months sooner)

70 $489,100

Figure 3. Even shorter waiting time for lifetime CPP using Real-time YMPE estimates.

Of course, Ronnie can also decide to wait until the maximum benefit age and receive $12,200 more
lifetime CPP than the $476,900 reference amount from 2024.

Example wrap-up

For many people the idea of getting more guaranteed, inflation-protected income from the CPP is great,
but the thought of having to wait for it...not so much. Looking at delaying CPP from age 60, to age 70, is
a big hill to climb. The CPP timing decision is best done one year at a time.?

However, our example demonstrates how soon into the CPP planning process that an individual can
identify that they won’t have to wait as long as they originally thought, to get the same amount of
lifetime CPP, as when the CPP planning process started.

The results from the example are particularly noteworthy because right now, in 2025, there is a rare
opportunity. There is a good chance that wage inflation will be unusually high for two, back-to-back
years.'? Higher wage inflation cuts down the waiting time faster.

We officially begin providing Real-time YMPE estimates in May, at this website: ympe.ca

Use Real-time YMPE for a more accurate wage inflation assumption. Then, update your lifetime CPP
projections with a better estimate of CPP benefit numbers for 2026. You will find that you, or your
clients, might not have to wait as long as thought for lifetime CPP.

Coming up in Part 2

In part 2 we're going to do the following:

e Review why the CPP timing decision is best handled one year at a time.

e Examine why delaying CPP for one year while younger (closer to age 60), has a bigger impact
than delaying CPP for one year while older (closer to age 70) — even a few years of delaying can
be huge!

e Provide details for the numbers we used in Part 1, and show some advanced analysis methods.

11 See footnote #10.

12 A similar period of two, back-to-back years of unusually high wage inflation happened for the 2021 and 2022
YMPE, as we were exiting the COVID-19 pandemic.
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Jason Yee is the principal financial analyst at Finepoint Solutions Inc.
Jason is recognized as an expert in the Canada Pension Plan (CPP).

Finepoint Solutions Inc. provides:
e (PP calculation solutions
e CPP education solutions
e CPP technology solutions

Jason provides CPP calculations to individuals, couples, and to professionals who advise people about
CPP matters.

Visit our YouTube channel
to watch our
CPP Animated Video Series

This document is published by FINEPOINT SOLUTIONS INC. for informational purposes only. Any
financial planning advice and/or recommendations contained herein should be evaluated relative to
individual objectives and in consultation with a financial professional.

The opinions presented in this document reflect the author’s judgement at the time of publication;
these opinions are provided in good faith, but are subject to change without notice and the author
holds no responsibility for any errors or omissions contained herein.

This document is proved with the understanding that neither FINEPOINT SOLUTIONS INC. nor its

owners, employees, agents or suppliers bear any responsibility or liability whatsoever in respect
thereof.

All rights reserved. No part of this document may be reproduced in part or in whole without the prior
written approval of the author and/or FINEPOINT SOLUTIONS INC.
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