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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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