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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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We believe that the Canada Pension Plan (CPP) timing decision is best done one year at a time.?

The latest CPP research by the National Institute on Ageing (NIA), which incorporates evidence-based
findings from behavioural economics and psychology, presents, “think one year ahead,” as a preferred
way to communicate the financial opportunity of the CPP start date timing decision.?

In this article (Part 2 of 3), we will expand on the example that was introduced in Part 1 by showing the
relevant numbers that are important when looking at the CPP timing decision one year at a time.?

In Part 1, we showed that:

e The amount of lifetime CPP that someone should expect is influenced by:*
o They age they start CPP.
o Wage inflation.

e Higher than expected wage inflation cuts down the waiting time for someone to get the same

amount of lifetime CPP as was originally projected.®

e Real-time YMPE tells us: ® ’
o Whether or not you can expect higher wage inflation — it’s your early warning system.?®
o How much your waiting time can be reduced.

In this article, we address:
e Why delaying CPP for one year while younger (closer to age 60), has a bigger impact than
delaying CPP while older (closer to age 70) — the Numbers.
e Why the CPP timing decision is best handled on year at a time — the Mind.

lYee, ). “Improved Inflation Estimator can help Avoid the Regret of not Getting Enough out of the Canada Pension
Plan (CPP).” Finepoint Solutions Inc, 2023. Available at: https://finepointsolutions.ca/ideas-resources/

2 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-qpp-step5-6

3Yee, J. “You don’t have to wait as long as you thought for lifetime CPP. What Real-time YMPE tells us: Part 1.”
Finepoint Solutions Inc, 2025. Available at: https://finepointsolutions.ca/ideas-resources/

4 Plus, their own personal contributions and earnings history — their own proportion of the full amount of pension
credits that are available.

5 The opposite is also true for lower than expected wage inflation.

6 YMPE is the Year’s Maximum Pensionable Earnings. We pioneered the Real-time YMPE estimation method —a
way to accurately forecast the YMPE up to 6-months before the official announcement by the Canada Revenue
Agency.

7 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/

8 We officially begin providing Real-time YMPE estimates in May, at this website: ympe.ca
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Summary of Part 1

In Part 1, we introduced the idea of taking the CPP timing decision one year at a time, rather than
looking at the large leap that someone needs to get comfortable making, when they only compare
numbers between the ten years between age 60, and age 70. We showed that when wage inflation
turns out to be actually higher, a mere one year later, that the waiting time to get the same amount of
lifetime CPP is reduced.

In our opinion, there is a good chance that we are in the second of two, back-to-back years of unusually
high wage inflation. Such a scenario has an outsized impact on the numbers. Our Real-time YMPE
estimation method can show when higher wage inflation is expected — it’s your early warning system.

The Numbers

When wage inflation is higher than suggested by customary financial projections, for even a single year,
then the waiting time to get the same amount of lifetime CPP is reduced, compared to what was
originally projected.’ Higher wage inflation cuts down the waiting time faster because you will be
compounding forward from a higher starting point.*°

The Real-time YMPE estimation method was designed specifically to forecast the YMPE for the
upcoming calendar year — the initial year of a 10-year compounding period.*

Our complementary metric, the Loss Re-capture Ratio, was designed to quantify the impact of making
sequential year-by-year CPP timing decisions, rather than looking at the CPP deferral option as a single
leap from age 60, to age 70.1> How do you eat an elephant? On bite at a time!

The Loss Re-capture Ratio uses the chain-linking feature of Lifetime Loss calculations.’ * This gets
numerically cumbersome, so let’s look at some pictures instead. The key observation in Figure 1, is that
more of the Lifetime Loss can be re-captured when delaying CPP while younger (closer to age 60), rather
than delaying CPP while older (closer to age 70).

9 We have been examining the 10-year option window for someone who is age 60, and who wants information
that is relevant for choosing when to start CPP. At age 60, an initial baseline set of projections is calculated. Age
60 is assumed to occur in the year 2024 for the examples. See the technical appendix at the end of this article for
more details about the numbers.

101n particular, higher wage inflation during the first year in the projections.

11 Lifetime CPP for a given ‘live to” age is known for someone starting CPP at age 60 (in 2024), and there are ten
projected lifetime CPP amounts, one for each year of delaying the start of CPP until age 61, 62, ..., 70.

12 See footnote #1.
13 |bid.

4 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
Starting CPP Age Lifetime Loss
Retirement Pension Re-captured Delay Start Loss
Amount for each Year of CPP from Re-capture
($) CPP is Delayed Age 60 to... Ratio
"] §47s,9oo 69 to 70 $8,800 70 100%
uifetime CPP 68 to 69 $11,600 69 106%
67 to 68 $14,400 68 111%
66 to 67 $17,000 67 115%
/ 65 to 66 $19,500 66 118%
/ 64 to 65 $17,000 65 120%
J 63 to 64 $19,000 64 127%
62 to 63 $20,800 63 134%
$24,200 62 143%
k $27,000 61 150%
>
60 70 Age

Figure 1. Outsized impact of delaying CPP while younger (Baseline projections, 2024 dollars).

Each band in Figure 1 represents the Lifetime Loss between sequential year-by-year periods, that can be
re-captured by exercising the option to delay CPP, until the next respective year. Notice how in Figure 1,
the bottom band is the thickest. The bottom band represents delaying the start of CPP from age 60, to
age 61. The most dollars from the overall age 60-to-70 Lifetime Loss are re-captured when delaying CPP
from age 60, to age 61 (when delaying is done on a sequential year-by-year basis).

The Boosts
It gets even better when you look at re-capturing Lifetime Loss per unit of time!

Each year of delay is 10% of the total possible delay time. The Loss Re-capture Ratio is calculated by
dividing the cumulative Lifetime Loss by the cumulative delay time.*> Using the bottom band as an
example, 15% of the Lifetime Loss is re-captured in 10% of the time. Thus, the Loss Re-capture Ratio for
the bottom band is 150%. This can be interpreted as re-capturing 1.50 units of money for every 1 unit of
time that you wait. The Loss Re-capture ratio expresses how much you are being paid to wait. This is
boost #1.

Boost #2 can happen from either of two effects. First, Boost #2 happens when Real-time YMPE is used,
and when it also calculates that wage inflation is expected to be higher than when using a customary
financial planning assumption. In Figure 2, we assume that someone has delayed CPP until age 61, and

15 For any intermediate, sequential delay period.
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it is now the year 2025. The chain-linked and total Lifetime Loss is calculated using Real-time YMPE for
the upcoming year, rather than using a customary financial planning assumption.

Maximum
Benefit

A Age Lifetime Loss
Re-captured Delay Start Loss
for each Year of CPP from Re-capture
Starting CPP {C} Updated Lifetime CPP CPP is Delayed Age 60 to... Ratio
. . ) $489,100
Retirement Pension at Benefit Age 69 to 70 $9,100 70 107%
Amount e
(%) " Baseline Lg::";‘; i‘;z “—‘5475,900 2 S 68 to 69 $12,000 69 113%
/_V 67 to 68 $14,700 68 119%
66 to 67 $17,500 67 124%
65 to 66 $21,200 66 128%
64 to 65 $19,200 65 131%

$21,100 64 136%
$22,800 63 142%
$26,000 62 150%
$27,700 61 155%

Age

Figure 2. Impact of higher wage inflation, and Real-time YMPE, when projections are updated in 2025
(2024 dollars).

Second, Boost #2 happens when actual wage inflation is higher than originally projected. This happened
during 2024, which resulted in the actual YMPE for 2025 being higher than what was projected in 2024
when using a customary financial planning assumption. In this case, rather than the projected $27,000
being re-captured when delaying from age 60-to-61, $27,700 was actually re-captured. This effect
increases all the sequential chain-linked Lifetime Losses. The two effects of Boost #2 are also the same
reason why lifetime CPP at age 70 is higher when projections are updated — something that we observed
in Part 1. Likewise, these same two effects are why the waiting time to reach the initial baseline amount
for lifetime CPP at the maximum benefit age is reduced faster (also from Part 1).

We believe that the CPP timing decision is best done one year at a time, rather than being overwhelmed
by the thought of making a single leap from age 60, to age 70. Remember the saying, how do you eat an
elephant? One bite at a time.

The Loss Re-capture Ratio shows that even though you’re eating the same bite-sized pieces of the
elephant (each 10% of time), your first few bites get you more of the nutrients (the outsized loss that is
re-captured)!
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The Mind

Putting the numbers aside, breaking up the CPP timing decision into more digestible bite-sized pieces is
likely to be more tenable for people.

As Bonnie-Jeanne MacDonald explains in Step #6 of her 7 Steps Toward Better CPP/QPP Claiming
Decisions research series, “Intentionally adjusting the proposition away from “wait five years” to “one
year at a time” is called “temporal reframing,...”*®

In Step #6, evidence-based findings from behavioural economics and psychology related to temporal
reframing are described in the context of the CPP timing decision. For example:

Step #6 describes How we over come this
e The natural human tendency to focus e We show what can be achieved over
on short-term reward. the next year.
e The difficulty that people have making e We highlight short-term benefits,
objective mortality estimates. while linking the short-term to the
long-term.

In our opinion, professionals who advise people about CPP matters should attain proficiency in the CPP
decision-making tools that are provided in Step #6.2” Going further, we believe that our calculation
methods provide a more accurate and personalized set of numbers for people who want information
when they are making their CPP timing decision.®

Show clients how even a few years of delaying CPP can be huge. Point out that:
e They’re re-capturing Lifetime Loss at a faster rate.
e Their waiting time to get the originally projected lifetime CPP is being reduced.
e Their updated lifetime CPP at the maximum benefit age is growing.

Coming up in Part 3
In Part 3, we're going to put it all together. We’re going to provide a step-by-step process that financial

planning professionals can use to calculate and visualize the 10-year option window for someone’s CPP
timing decision.

16 See footnote #2.
17 And the other steps in the NIA, 7 Steps Toward Better CPP/QPP Claiming Decisions, research paper series.

18 Step #6 provides a simplified calculation technique, however, “it does not include the role of national wage
growth that enters into the calculation at age 61.” Our calculation methods fill the gap by including the impact of
wage inflation. Our CPP calculation services are personalized by using an individual’s own CPP contributions and
earnings history, and we include the Enhanced CPP.
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Technical Appendix
The technical appendix for this article series updates the analysis method that we pioneered in 2022.%°

We are examining the 10-year option window for someone who is age 60, and who wants information
that is relevant for choosing when to start CPP.

For this analysis, we have selected 2024 as the year that someone as turned age 60 (the baseline year).
The year 2024 was selected as the baseline because we believe that there is a good chance that we are
in the second of two, back-to-back years of unusually high wage inflation. As the analysis will show, two
consecutive years of higher than expected wage inflation will have a dramatic impact on potential
lifetime CPP, and therefore, for information relevant to CPP timing decisions.

After the 2024 baseline results are presented, we proceed as if our example persons delayed starting
CPP, and it is now the year 2025. Thus, we will once again be using Scotty Stalenumbers, and Ronnie
Real-time, the two example persons that we introduced in Part 1, along with their respective individual
scenarios.’? The analysis continues in 2025, and we are now updating Scotty and Ronnie’s CPP
information and options. The projections that are made in 2025 are compared to the projections that
would have been made ex ante in 2024.%

The main assumptions used are:??
e YMPE growth rate = 3.1% (customary wage inflation)
Price inflation = 2.1%
Probability of Survival = 50%, thus the ‘live to’ ages are:
o Male=89
o Female=91
Base CPP only (the Enhanced CPP is not included)

2024 Projections

The ex ante 2024 projections for “full-credit’ CPP are provided in Table Al.

19 See footnote #1.

20 Recall from Part 1, Scotty used a customary wage inflation assumption for 2025, whereas Ronnie used the Real-
time YMPE method. For Real-time YMPE, Industrial Aggregate data up to the March 2025 release date has been
used. We assume that they each have the maximum possible amount of pension credits for the CPP at all starting
age options (‘full credit’ CPP). Itis important to use an individual’s own CPP contribution and earnings history
because their own proportion of the full amount of pension credits that are available can change depending on
what age they start CPP.

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

22 |bid.
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Table Al. Baseline Projections. Year = 2024.

YMPE Annual 'Full Credit' CPP
Age Year YMPE (known) | YMPE Growth Rate (projected) MPEA (Base CPP only)
Basic Amount Age Factored InBase Year $'s
60 2024 $68,500 3.1% - $64,060 $16,015 $10,250 $10,250
61 2025 - 3.1% $70,600 $66,440 $16,610 $11,826 $11,583
62 2026 - 3.1% $72,700 $68,660 $17,165 $13,457 $12,909
63 2027 - 3.1% $74,900 $70,660 $17,665 $15,121 $14,207
64 2028 - 3.1% $77,200 $72,780 $18,195 $16,885 $15,538
65 2029 - 3.1% $79,500 $74,980 $18,745 $18,745 $16,895
66 2030 - 3.1% $81,900 $77,240 $19,310 $20,932 $18,478
67 2031 - 3.1% $84,400 $79,580 $19,895 $23,237 $20,091
68 2032 - 3.1% $87,000 $82,000 $20,500 $25,666 $21,735
69 2033 - 3.1% $89,600 $84,480 $21,120 $28,216 $23,403
70 2034 - 3.1% $92,300 $87,040 $21,760 $30,899 $25,101
A: Baseline CPP projections using customary wage inflation assumption.
Lifetime CPP i I}.ifetime Loss i Chain-linked Lifetime Loss Chain-linked Lifet‘imej Loss Loss Re-capture Ratio
Age (indicated age to 60) (indicated age to previous age) | Percentof 60 to 70 Lifetime Loss
Male Female Male Female Male Female Male Female Male Female
60 $297,238 $317,738 - - - - - - - -
61 $324,326 $347,492 $27,088 $29,755 $27,088 $29,755 15.1% 14.2% 150.8% 142.1%
62 $348,556 $374,375 $51,317 $56,637 $24,230 $26,882 13.5% 12.8% 142.8% 135.2%
63 $369,389 $397,803 $72,150 $80,066 $20,833 $23,429 11.6% 11.2% 133.9% 127.5%
64 $388,452 $419,528 $91,213 $101,790 $19,063 $21,725 10.6% 10.4% 126.9% 121.5%
65 $405,479 $439,269 $108,240 $121,531 $17,027 $19,741 9.5% 9.4% 120.5% 116.1%
66 $424,996 $461,952 $127,758 $144,215 $19,517 $22,684 10.9% 10.8% 118.5% 114.8%
67 $442,007 $482,190 $144,769 $164,452 $17,011 $20,237 9.5% 9.7% 115.1% 112.2%
68 $456,427 $499,896 $159,189 $182,159 $14,420 $17,707 8.0% 8.5% 110.7% 108.7%
69 $468,057 $514,863 $170,819 $197,125 $11,630 $14,966 6.5% 7.1% 105.6% 104.6%
70 $476,918 $527,120 $179,679 $209,382 $8,861 $12,257 4.9% 5.9% 100.0% 100.0%
Total = $179,679 $209,382

B: Lifetime numbers for baseline projections (customary wage inflation, 2024 dollars).

Using customary financial planning assumptions, an individual who turned age 60 in 2024 would have
projected lifetime CPP of the following approximate amounts (Panel B of Table Al).
Starting CPP at the maximum benefit age (age 70):
o Male=5476,900
o Female=5527,100

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 (Panel B of Table A1l).
Lifetime Loss for a male = $179,600

Lifetime Loss for a female = $209,300
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The Lifetime Loss for sequential years have a ‘chain-linking’ feature.? This is expressed mathematically
in Equation 1, where LL,., represents Lifetime Loss between CPP starting ages y and z.

EQUATION 1:
LLeo-70 = LLeo-61 + LLe1-62 + LLe2-63 + LL63-64 + LLesa-65 + LLes66 + LLes.67 + LL67-68 + LLeg-69 + LLes-70

The chain-linking feature shows:
e The amount of the total Lifetime Loss that can be re-captured for each year that CPP is delayed.
e Delaying CPP for one year while younger (closer to age 60), has a bigger impact than delaying
CPP while older (closer to age 70).

Also note that each year in the CPP option window is 10% of the time in the total window. The Loss Re-
capture Ratio is calculated by dividing the cumulative Lifetime Loss by the cumulative delay time. In
Figure Al, we illustrate the chain-linking feature of the Lifetime Loss, and the Loss Re-capture Ratio.

A
Maximum
Benefit
Starting CPP Age Lifetime Loss
Retirement Pension Re-captured Delay Start Loss
Amount for each Year of CPP from Re-capture
($) CPP is Delayed Age 60 to... Ratio
I[”"sa76,900
. 69 to 70 $8,800 70 100%
Lifetime CPP
fetime 68 to 69 $11,600 69 106%
67 to 68 $14,400 68 111%
66 to 67 $17,000 67 115%
/ 65 to 66 $19,500 66 118%
/ 64 to 65 $17,000 65 120%
J 63 to 64 $19,000 64 127%
62to 63 $20,800 63 134%
$24,200 62 143%
k $27,000 61 150%
S
T >
60 70 Age

Lifetime CPP

Figure Al. Outsized impact of delaying CPP while younger (Baseline projections, 2024 dollars).
Using the bottom band in Figure Al as an example, 15% of the Lifetime Loss is re-captured in 10% of the
time. Thus, the Loss Re-capture Ratio for the bottom band is 150%. This can be interpreted as re-

capturing 1.50 units of money for every 1 unit of time that you wait.

The Loss Re-capture ratio expresses how much you are being paid to wait.

23 See footnote #1.
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2025 Projections

We continue the analysis in 2025..

When 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, and Scotty uses a
customary financial planning assumption for the rate of wage inflation again. Scotty’s updated

projections are shown in Table A2.

Table A2. Updated Projections. Year = 2025. Customary wage inflation assumption.

YMPE Annual 'Full Credit' CPP
Age Year YMPE (known) | YMPE Growth Rate e MPEA (Base CPP only)
Basic Amount Age Factored InBase Year $'s

60 2024 $68,500 3.1% - $64,060 $16,015 $10,250 -

61 2025 $71,300 3.1% - $66,580 $16,645 $11,851 $11,607
62 2026 - 3.1% $73,500 $68,960 $17,240 $13,516 $12,966
63 2027 - 3.1% $75,700 $71,120 $17,780 $15,220 $14,300
64 2028 - 3.1% $78,000 $73,400 $18,350 $17,029 $15,670
65 2029 - 3.1% $80,400 $75,780 $18,945 $18,945 $17,075
66 2030 - 3.1% $82,800 $78,080 $19,520 $21,160 $18,679
67 2031 - 3.1% $85,300 $80,440 $20,110 $23,488 $20,308
68 2032 - 3.1% $87,900 $82,880 $20,720 $25,941 $21,968
69 2033 - 3.1% $90,600 $85,400 $21,350 $28,524 $23,658
70 2034 - 3.1% $93,400 $88,000 $22,000 $31,240 $25,378

A: Updated CPP projections using customary wage inflation assumption.

- Lifetime Loss Chain-linked Lifetime Loss Chain-linked Lifetime Loss .
Lifetime CPP o o A L Loss Re-capture Ratio
Age (indicated age to 60) (indicated age to previous age) | Percentof 60 to 70 Lifetime Loss

Male Female Male Female Male Female Male Female Male Female

60 - - - - - - - - - -
61 $325,010 $348,224 $27,771 $30,487 $27,771 $30,487 15.5% 14.6% 154.6% 145.6%
62 $350,079 $376,010 $52,840 $58,273 $25,069 $27,786 14.0% 13.3% 147.0% 139.2%
63 $371,793 $400,393 $74,555 $82,655 $21,715 $24,382 12.1% 11.6% 138.3% 131.6%
64 $391,761 $423,102 $94,522 $105,364 $19,968 $22,709 11.1% 10.8% 131.5% 125.8%
65 $409,805 $443,955 $112,566 $126,218 $18,044 $20,854 10.0% 10.0% 125.3% 120.6%
66 $429,618 $466,976 $132,380 $149,238 $19,813 $23,021 11.0% 11.0% 122.8% 118.8%
67 $446,784 $487,400 $149,545 $169,663 $17,166 $20,424 9.6% 9.8% 118.9% 115.8%
68 $461,325 $505,261 $164,087 $187,524 $14,542 $17,861 8.1% 8.5% 114.2% 112.0%
69 $473,154 $520,470 $175,916 $202,732 $11,829 $15,208 6.6% 7.3% 108.8% 107.6%
70 $482,178 $532,933 $184,939 $215,196 $9,024 $12,464 5.0% 6.0% 102.9% 102.8%

Total= $184,939 $215,196

B: Lifetime numbers for updated projections (customary wage inflation, 2024 dollars).

In Table A2, we can see the effect that higher wage inflation has on Scotty’s projections. First of all,
Scotty’s lifetime CPP is now higher at the maximum benefit age. It is now $482,100 (Panel B in Table
A2), rather than $476,900 (Panel B in Table A1). Also, Scotty actually re-captured more by delaying from
age 60, to age 61, than was originally anticipated in the 2024 projections. Scotty re-captured $27,700
(Panel B in Table A2), rather than $27,000 (Panel B in Table A1). We present these effects visually in
Figure A2. These effects also explain why Scotty’s waiting time to get $476,900 of lifetime CPP is shaved
off by 7 months — the observation that we described in Part 1.
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A o
Age Lifetime Loss
X Re-captured Delay Start Loss
.Startlng cpp . for each Year of CPP from Re-capture
Retirement Pension CPP is Delayed Age 60 to... Ratio
Amount
($) Il sa76900 > 69 to 70 $9,000 70 103%
v 68 to 69 $11,800 69 109%
67 to 68 $14,500 68 114%
66 to 67 $17,100 67 119%
65 to 66 $19,800 66 123%
$18,000 65 125%
$19,900 64 132%
$21,700 63 138%
$25,000 62 147%
$27,700 61 155%
>
Age

Figure A2. Impact of higher wage inflation when projections are updated in 2025 (2024 dollars).
It gets even better when you use Real-time YMPE — your early warning system.

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 when determining the YMPE for 2026, and then Ronnie uses a customary financial
planning assumption for the rate of wage inflation for the remaining years in the projection. Ronnie’s
updated projections are shown in Table A3.

Table A3. Updated Projections. Year = 2025. Real-time YMPE wage inflation assumption.

YMPE Annual 'Full Credit' CPP
Age Year YMPE (known) | YMPE Growth Rate e MPEA (Base CPP only)
Basic Amount Age Factored InBase Year $'s

60 2024 $68,500 - - - - - -

61 2025 $71,300 4.6% - $66,580 $16,645 $11,851 $11,607
62 2026 - 3.1% $74,500 $69,160 $17,290 $13,555 $13,003
63 2027 - 3.1% $76,800 $71,540 $17,885 $15,310 $14,384
64 2028 - 3.1% $79,100 $74,040 $18,510 $17,177 $15,807
65 2029 - 3.1% $81,500 $76,640 $19,160 $19,160 $17,269
66 2030 - 3.1% $84,000 $79,180 $19,795 $21,458 $18,942
67 2031 - 3.1% $86,600 $81,600 $20,400 $23,827 $20,601
68 2032 - 3.1% $89,200 $84,080 $21,020 $26,317 $22,286
69 2033 - 3.1% $91,900 $86,640 $21,660 $28,938 $24,001
70 2034 - 3.1% $94,700 $89,280 $22,320 $31,694 $25,747

A: Updated CPP projections using Real-time YMPE wage inflation assumption.
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Lifetime CPP ) I_.ifetime Loss i Chain—linked Lifetime Loss Chain-linked Lifet_img Loss s e G Rk
Age (indicated age to 60) (indicated age to previous age) | Percentof 60 to 70 Lifetime Loss
Male Female Male Female Male Female Male Female Male Female
60 - - - - - - - - - -
61 $325,010 $348,224 $27,771 $30,487 $27,771 $30,487 15.5% 14.6% 154.6% 145.6%
62 $351,094 $377,101 $53,856 $59,363 $26,084 $28,876 14.5% 13.8% 149.9% 141.8%
63 $373,989 $402,757 $76,751 $85,020 $22,895 $25,656 12.7% 12.3% 142.4% 135.4%
64 $395,177 $426,791 $97,938 $109,053 $21,188 $24,034 11.8% 11.5% 136.3% 130.2%
65 $414,456 $448,994 $117,217 $131,256 $19,279 $22,203 10.7% 10.6% 130.5% 125.4%
66 $435,671 $473,555 $138,432 $155,817 $21,215 $24,561 11.8% 11.7% 128.4% 124.0%
67 $453,227 $494,429 $155,988 $176,692 $17,556 $20,874 9.8% 10.0% 124.0% 120.6%
68 $468,005 $512,577 $170,766 $194,839 $14,778 $18,148 8.2% 8.7% 118.8% 116.3%
69 $480,024 $528,027 $182,786 $210,289 $12,019 $15,450 6.7% 7.4% 113.0% 111.6%
70 $489,191 $540,685 $191,953 $222,948 $9,167 $12,658 5.1% 6.0% 106.8% 106.5%
Total= $191,953 $222,948
B: Lifetime numbers for updated projections (Real-time YMPE wage inflation, 2024 dollars).
Table A3 shows that Ronnie’s lifetime CPP at the maximum benefit age is even higher than Scotty’s.
Ronnie’s is $489,100 (Panel B in Table A3), compared to Scotty’s $482,100 (Panel B in Table A2).
Similarly, Ronnie’s waiting time to get $476,900 of lifetime CPP is reduced even further than Scotty’s —
Ronnie’s waiting time is 15 months sooner!
We show the impact of using Real-time YMPE in Figure A3, where Ronnie now has information that
suggests it is more attainable for him to collect the $476,900 of lifetime CPP than was originally
projected in 2024. Now, Ronnie can see both his year-by-year options more clearly, and the growth in
his CPP at the maximum benefit age.
Maximum
Benefit
A Age Lifetime Loss
Re-captured Delay Start Loss
for each Year of CPP from Re-capture
Starting CPP {:} Updated Lifetime CPP SR CPP is Delayed Age 60 to... Ratio
Retirement Pension at Maxi Benefit Age ” 69 to 70 $9,100 70 107%
Amount Baseline Lifetime CPP “—y 68 to 69 $12000 69 113%
($) at Maxi Benefit Age $476,900 ° 4
/_1/ 67 to 68 $14,700 68 119%
66 to 67 $17,500 67 124%
/ 65 to 66 $21,200 66 128%
64 to 65 $19,200 65 131%
$21,100 64 136%
$22,800 63 142%
$26,000 62 150%
$27,700 61 155%
Age

Figure A3. Impact of higher wage inflation, and Real-time YMPE, when projections are updated in 2025
(2024 dollars).
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Final Remarks for Part 2

When setting up a 10-year option window for someone who is age 60, and who wants information that
is relevant for choosing when to start CPP, the following should be done:

Use Real-time YMPE for a more accurate wage inflation assumption.
We officially begin providing Real-time YMPE estimates in May, at this website: ympe.ca

Update lifetime CPP projections with Real-time YMPE, a better estimate of CPP numbers for the
upcoming year. You will find that you, or your clients, might not have to wait as long as thought for
lifetime CPP.

Show clients how even a few years of delaying CPP can be huge. Point out that:
e They're re-capturing Lifetime Loss at a faster rate.
e Their waiting time to get the originally projected lifetime CPP is being reduced.
e Their updated lifetime CPP at the maximum benefit age is growing.
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Here's the full story about how the numbers evolve for someone while they’re making their CPP timing
decision.

We have been setting up a 10-year option window for someone who is age 60, and who wants
information that is relevant for choosing when to start their Canada Pension Plan (CPP) retirement
pension.! In doing so, we have made projections about their: (1) anticipated starting amounts for a CPP
retirement pension at each age, and (2) anticipated lifetime CPP amounts, given a ‘live to’ age.?

In this article (part 3 of 3), we will provide a step-by-step process that financial planning professionals
can use to calculate, and visualize, the 10-year option window for someone’s CPP timing decision.

In the previous parts, we showed that:

e Wage inflation grows lifetime CPP amounts.
o Higher than expected wage inflation amplifies this effect.> *
o Real-time YMPE tells us if higher wage inflation is expected — it’s your early warning

system.

e Delaying the start of CPP while younger has a bigger impact than delaying while older.
o Higher than expected wage inflation amplifies this effect.
o The Loss Re-capture Ratio quantifies this effect.

Evidence suggests that breaking up the CPP timing decision into bite-sized year-by-year decisions will be
more tenable for people, rather than if they were to look at the large leap that needs to be made in the
ten years between age 60, and age 70.°

In this article, we put it all together by presenting a more personalized visualization for someone’s CPP
timing decision, during the 10-year option window. We address it all:

e The numbers.

e The mind.

e The story.

1 The amount that an individual will receive is determined by: (1) their own personal earnings history, (2) wage
inflation, and (3) the age that they decide to start receiving the retirement pension.

2 Projected amounts are compared to an initial baseline set of projections, and results at age 60 are the main
reference point. Age 60 is assumed to occur in the year 2024. See the technical appendix in Part 2 for details.

3 Higher than expected wage inflation also reduces the waiting time to get the baseline amount of lifetime CPP,
that is expected, when waiting until the maximum benefit age (70) to start CPP.

4 The opposite is also true. However, the YMPE cannot decrease per the CPP Act, Section 18(3) — it has a floor.

5 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-qpp-step5-6
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The Set-up

In Part 2, we provided the building blocks that we’re going to use to tell the story about someone’s CPP
timing decisions, during their 10-year option window from age 60 to age 70. The analysis can be
modified if someone is already older than age 60. The calculation details are adequately covered in
their source documents, so we won'’t be repeating them in this article.®” & %10 |n Figures 1 and 2, we
provide the visualizations that were introduced in Part 2.

r 3
‘Maximum
Benefit .
Starting CPP Age  Lifetime Loss
Retirement Pension Re-captured Delay Start Loss
Amount for each Year of CPP from Re-capture
(5) CPP is Delayed Age 60to... Ratio
76,900
Im 69 to 70 $8,800 70 100%
Lifetime CPP
68 to 69 511,600 69 106%
67 to 68 514,400 68 111%
66 to 67 517,000 67 115%
/ 65 to 66 519,500 66 118%
/ 64 to 65 517,000 65 120%
J 63 to 64 519,000 64 127%
62 to 63 520,800 63 134%
$24,200 62 143%
i $27,000 61 150%
»
>
60 70 Age

Lifetime CPP

Figure 1. Outsized impact of delaying CPP while younger (Baseline projections, 2024 dollars).

Yee, J. “You don’t have to wait as long as you thought for lifetime CPP. What Real-time YMPE tells us: Part 2, the
Loss Re-capture Ratio.” Finepoint Solutions Inc., 2025. Available at: https://finepointsolutions.ca/ideas-

resources/

7 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/

8Yee, J. “Improved Inflation Estimator can help Avoid the Regret of not Getting Enough out of the Canada Pension
Plan (CPP).” Finepoint Solutions Inc, 2023. Available at: https://finepointsolutions.ca/ideas-resources/

% 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

10 Bachand, N., et al. “Projection Assumption Guidelines.” FP Canada Standards Council, 2023 and 2024. Available
at: https://www.fpcanada.ca/projection-assumption-guidelines
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In Figure 1, key results from the initial baseline projections are illustrated. The results are from
projections that looked at the case of someone who turned age 60 in 2024. This person can expect to
receive $476,900 from the CPP over their lifetime if they start at the maximum benefit age (70), and
$297,200 if they start at the minimum benefit age (60). Thus, this person can anticipate losing out on
receiving $179,700 if they start CPP at age 60, rather than waiting until age 70.1! Also provided are the
amounts of Lifetime Loss that can be re-captured for each year that the person delays starting their CPP
retirement pension (the chain-linked Lifetime Loss amounts). These show that delaying the start of CPP
while younger (closer to age 60) has a bigger impact than delaying while older (closer to age 70). The
total of all the chain-linked Lifetime Loss amounts equals the overall Lifetime Loss for starting CPP at age
60, rather than waiting until age 70 (5179,700). The Loss Re-capture Ratios are also shown in Figure 1.

We like using the analogies of either a hill to climb, or eating an elephant, when creating the
visualizations. Of course, you can use whatever analogy-imagery combination that works best for you,
and for telling the CPP timing decision story to your clients. The key point is that the underlying
structure for the image is a stacked column chart. This is important for illustrating the effect that
delaying the start of CPP while younger has a bigger impact than delaying CPP while older.

Benefit
A Age Lifetime Loss
Re-captured Delay Start Loss
for each Year of CPP from Re-capture
Starting CPP {t% Updated Lifetime CPP I” S CPP is Delayed Age 60to... Ratio
Retirement Pension &t Maximum Benefit Age - 69 to 70 $9,100 70 107%
Amount
Baseline Lifetime CPP
68 to 69 12,000 69 113%
(s) at Maximum Benefit Age H[I $476,900 ° $12,
67 to 68 $14,700 68 119%
66 to 67 $17,500 67 124%
65 to 66 $21,200 66 128%
64 to 65 $19,200 65 131%
63 to 64 $21,100 64 136%

$22,800 63 142%
$26,000 62 150%
$27,700 61 155%

Age

Figure 2. Impact of higher wage inflation, and Real-time YMPE, when projections are updated in 2025
(2024 dollars).

11 For a male who lives to a median age of 89. See the reference in footnote #6.
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In Figure 2, similar key results are illustrated but this time for the updated projections. In this case,
someone has delayed starting CPP for one year, and now they want to learn how their CPP timing
decisions have evolved. In particular, Figure 2 examines the case of using the Real-time YMPE
estimation method in the first half of 2025 in order to get an early-read on what 2026 CPP numbers are
expected to be.?? Thus, Figure 2 includes both: (1) the actual wage inflation that occurred in 2024 to
produce the YMPE for 2025, and (2) an accurate early-read of the YMPE for 2026.2> When wage
inflation is higher than expected, the following effects are amplified:

e Expected lifetime CPP.

e Reduced waiting time to get the baseline amount of lifetime CPP that was expected in 2024.

The amount of expected lifetime CPP for someone who starts at the maximum benefit age has grown to
be at least $12,200 more — and this information is available in the first half of 2025 (it has grown to
$489,100). This is what Real-time YMPE tells us — it’s your early warning system. We also observed that
the waiting time to receive the baseline lifetime amount of $476,900 has been reduced by 15 months.

We highlight these amplified effects by superimposing an image with the updated projection results
over the baseline image. We're almost ready to tell the story, but first, let’s recap some important
points about the numbers.

The Steps
The following steps are how we set up a 10-year option window for someone’s CPP timing decision.

Further clarification about CPP benefit calculations is necessary. It is more important than ever to use a
person’s own earnings history when calculating their CPP retirement pension, and other CPP benefits.%
Generalizations often misinform. This is particularly important with the introduction of the Enhanced
CPP. Now, with the Enhanced CPP, each part of the overall CPP retirement pension calculation must be
calculated separately.?®

Some complicating factors include:
1. Adding zero-earning years between age 60 and 65, if not working while delaying.

2. Someone who already has enough pension credits to receive the full amount from the Base CPP.

(continued on page 6)

12 At the time of writing, Real-time YMPE implies that the YMPE will grow by 4.6% for 2026 (assuming no further
wage inflation). This is notably higher than a customary financial planning assumption for wage growth (3.1%).
See the reference in footnote #6.

13 Higher than expected wage inflation occurred in 2024, which resulted in YMPE growth of 4.1% (also higher than
a customary financial planning assumption).

1 For this article series, we used the simplifying assumptions that someone has the maximum possible amount of
pension credits for the CPP at all starting age options (‘full credit’ CPP), and we only included the Base CPP.

15 For a video that explains CPP calculation basic steps, see: https://www.youtube.com/watch?v=evYXSup7yDY
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Step Key Points
la. Accurate CPP benefit calculations e Garbage-in / Garbage-out.
(the critical starting point!) e Must use person’s own earnings history —

generalizations often misinform (now, particularly
important because of the Enhanced CPP).

1b. Projection assumptions e Start with an objective life expectancy before
considering subjective “what if?” cases.
e Use Real-time YMPE when available.

2.  Baseline projections e Establishes the full 10-year option window, and a
reference point for progress.

3. Lifetime CPP e Shows the magnitude of CPP as a lump sum.
e Incurrent dollars of purchasing power.

4. Lifetime Loss e Shows the magnitude of potential loss.
e Emphasizes importance of taking appropriate time
to evaluate the decision.

5.  Chain-linked Lifetime Loss e lLoss re-capture potential for delaying, in dollars.

6. Loss Re-capture Ratio e Loss re-capture potential per unit of time.
e Delaying for even a few years can be huge.

7.  Visualize the results e Make it memorable.
e Stacked column chart structure.

8.  Update projections e Highlight key numbers:
o Actual loss re-captured.
o New higher lifetime CPP at maximum
benefit age.
o Reduction of waiting time for baseline
lifetime CPP at maximum benefit age.

9.  Visualize the results e Highlight achievement:
o Actual loss re-captured.
o Growth in numbers.
o Reduction of waiting time.
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If someone doesn’t have enough drop-out room to cancel the zero-earnings years while delaying, then
their lifetime average earnings will be lower, as will the amount of their CPP retirement pension. You
can think of someone’s lifetime average earnings as the size of their personal slice of a possible full CPP
pie.® On the other hand, the age that someone starts CPP determines how big the CPP pie is for them.
Thus, even though the size of someone’s personal slice of the CPP pie might shrink when they delay the
start of CPP, the size of their pie will grow at the same time, and the net effect might still result in them
getting more total dollars.

For someone who already has enough pension credits to receive the full amount from the Base CPP, it is
true that making more contributions will not earn them any more from the Base CPP part of the total
retirement pension. The total CPP retirement pension consists of the Base CPP (original program), plus
the two parts of the Enhanced CPP: the 1%t Additional CPP (started in 2019), and the 2" Additional CPP
(started in 2024). The Enhanced CPP works differently. The Enhanced CPP uses someone’s best 40
years of earnings for the calculation — on a going-forward basis. This means that everyone starts with an
empty pie for the two parts of the Enhanced CPP. Their personal slices of their Enhanced CPP pies begin
to grow when they make contributions into the respective two parts. The point is, there is still
something to get out of the CPP, even when full pension credits have already been earned for the Base
CPP part.” Whether or not this is valuable to someone is a matter of their own priorities and individual
circumstances. Let’s help with that by getting to the story.

The Story

We focus on what to expect, and what was achieved, when showing someone their CPP timing decision
story. It's helpful to distinguish between the following time frames — there’s something for everyone.

Past Short-term Intermediate-term?® Long-term
Baseline Lifetime Loss to Lifetime CPP at the
Projections - re-capture next year. - maximum benefit
age (70).
Updated Lifetime Loss Lifetime Loss to Reduced waiting Growth in lifetime
Projections actually re-capture next year. time for baseline CPP at the maximum
re-captured. lifetime CPP. benefit age (70).

16 Someone’s personal slice would be the full pie if they made the maximum amount of contributions into the CPP
for all the time in their contributory period, thereby earning the full amount of possible pension credits (‘full credit’
CPP). Special adjustments known as drop-outs can cause someone attain the full amount of pension credits, even
though they did not make maximum contributions for all years. See the video in footnote #15.

17 This is always the case for at least the 40-year transition period of the Enhanced CPP.

18 Within the 10-year CPP timing decision window.
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There is a rich variety of ways to frame the CPP timing decision within the 10-year option window.

For example, people who are more short-term focused might be interested to learn things like:

e Delaying CPP for even a few years can be huge.

e 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).

e How much Lifetime Loss they can expect to re-capture by delaying one year.

e How much Lifetime Loss they actually re-captured in the previous year.

e  Whether or not wage inflation is expected to be higher than usual over the year, and what that
means.

e Convergence of the baseline lifetime CPP amount if they start CPP at the maximum benefit age,
compared to their current age, as the waiting time is reduced.

On the other hand, long-term thinkers might appreciate:
e The growth in their lifetime CPP amount when they start at the maximum benefit age (70).
e The reduced waiting time to get the baseline lifetime CPP amount — perhaps their situation
changed and they need to reconsider their decision to delay.

In Figure 3, we show one way to illustrate expectations and achievements on our visualization.

Grows when wage inflation
higher than baseline
assumption

Benefit
. } Age Lifetime Loss
* Re-captured Delay Start Loss
N apd_ated l:ﬂimﬁi cpPp for each Year of CPP from Re-capture
Starting CPP at Maximum Benefit Age CPP is Delayed Age 60 to... Ratio
Retirement Pension Baseline Lifetime CPP I” 59 to 70 $9,100 70 107%
Amount at Maximum Benefit Age

(s) {C} Reduced waiting time when Hﬂ $476,900 68 to 69 512,000 69 113%

wage inflation higher than /
basoline 67 to 68 $14,700 68 119%

(converges with the person)

66 to 67 $17,500 67 124%
/ 65 to 66 $21,200 66 128%
64 to 65 $19,200 65 131%

$21,100 64 136%
$22,800 63 142%
$26,000 62 150%
$27,700 61 155%
Re-captured Re-captured

e
) Age
What was achieved when

CPPwas delayed a year

Figure 3. lllustrating personalized key points as life evolves in someone’s 10-year timing decision
window.
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Throughout this article, we have focused on how to tell a story about the advantages of delaying the
start of CPP, because for many people, delaying CPP is an effective way for them to get more secure
retirement income.’® 2 However, it is important to keep in mind that there are situations where it
would be more beneficial for someone to start CPP early.?*

Final Remarks for Part 3

Professionals who advise people about CPP matters are at the forefront of a consequential, complex
decision that is frequently misunderstood and even ignored.

We have developed tools and techniques that provide a more personalized visualization for someone’s
CPP timing decision, during their 10-year option window. Our methods address it all:

e The numbers.

e The mind.

e The story.

Customize the story by framing conversations around what is valuable to your clients. Use the rich
variety of key points, and the appropriate time frame, that is aligned with your client’s own priorities
and individual circumstances.

1% MacDonald, B.-J., Chandler, D., and Hodder, A. “Step #2: Making a Case for Secure Pension Income.” National
Institute on Ageing, 2024. Available at: https://www.niageing.ca/cpp-gpp-step2

20 MacDonald, B.-J. “Introduction: Opportunities and Obstacles to Shifting the Paradigm. 7 Steps Toward Better
CPP/QPP Claiming Decisions Series.” National Institute on Ageing, 2024. Available at:
https://www.niageing.ca/cpp-gpp-introduction

21 |bid. See Appendix B of the reference in footnote #20.
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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

https://www.youtube.com/channel/UCwuA3EIKAUT1xIPy3lqJwPg

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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