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Confluence Investment Management offers various asset allocation products which are managed based on
“top down,” or macro, analysis. We publish asset allocation thoughts on a bi-weekly basis, updating the
report every other Monday, along with an accompanying podcast.

The Inflation Adjustment for Social Security Benefits in 2026

November 17, 2025

Even for dedicated, successful investors who have built up a substantial nest egg, Social Security
retirement and disability benefits can be an important part of their financial security. For many
people, Social Security benefits are the only significant source of income in advanced age. On
average, these benefits account for about 30% of retired people’s income and more than 5% of
all personal income in the US. One aspect of Social Security is especially important in today’s
period of elevated price inflation: By law, Social Security benefits are adjusted each year to
account for changes in the cost of living. In this report, we discuss the Social Security cost-of-
living adjustment (COLA) for 2026 and what it implies for the economy.

In mid-October, the Social Security Administration announced that Social Security retirement
and disability benefits will increase 2.8% in 2026, bringing the average retirement benefit to an
estimated $2,071 per month (see chart below). The increase will bump up the average recipient’s
monthly benefit by approximately $56. The benefit increase was right in line with expectations,
given that it is computed from a special version of the Consumer Price Index (CPI) that is widely
available. The COLA process also affected some other aspects of Social Security, although not
necessarily by the same 2.8% rate. For example, the maximum amount of earnings subject to the
Social Security tax was raised to $184,500, up 4.8% from the maximum of $176,100 in 2025.

Average Social Security Retirement Benefit
Monthly $ Per Individual (Left Scale), % Annual Change (RightScale)
Source: Social Security Administration
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Media commentators often fret that the Social Security COLA could be “eaten up” by rising
prices in the following year or that the benefit boost could provide a windfall if price increases
decelerate. In truth, the COLA merely aims to compensate beneficiaries for price increases over
the past year. It is designed to maintain the purchasing power of a recipient’s benefits given past
price changes, with price changes in the coming year being reflected in next year’s COLA.

The inflation-adjusted nature of Social Security benefits is also important for the overall
economy. Since so many members of the huge baby boomer generation have now retired, and
since more people are drawing disability benefits than in the past, Social Security income has
become a bigger part of the economy (see chart below). In 2024, Social Security retirement and
disability benefits accounted for 4.9% of the US gross domestic product (GDP). Having such a
large part of the economy subject to automatic cost-of-living adjustments helps ensure that a big
part of demand is insulated from the ravages of inflation, albeit with some lag. If Social Security
income were fixed, a large part of the population would see its purchasing power drop more
sharply, which might not only reduce demand, but could also spark political instability. The
added benefits in 2026 will help buoy demand, although they will also probably keep inflation
somewhat higher than it otherwise would be.

Social Security Benefits as a Percentage of GDP
Source: Bureau of Economic Analysis
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Finally, it’s important to remember that an individual’s own Social Security retirement benefit
isn’t just determined by inflation. The formula for computing an individual’s starting benefit is
driven in part by a person’s wage and salary history. Higher compensation will boost a retiree’s
initial retirement benefit, which will then be adjusted by the COLA over time. As average
worker productivity increases, average wages and salaries have tended to grow faster than
inflation. The average Social Security benefit has therefore grown much faster than the CPI.
Over the last two decades, the average Social Security retirement benefit has grown at an average
annual rate of 3.8%, while the CPI has risen at an average rate of just 2.6%. In sum, Social
Security benefits provide an important source of growing purchasing power that helps buoy
demand and corporate profits in the economy.
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Past performance is no guarantee of future results. Information provided in this report is for educational and illustrative purposes
only and should not be construed as individualized investment advice or a recommendation. The investment or strategy discussed
may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and
financial circumstances. Opinions expressed are current as of the date shown and are subject to change.

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the authors. It is based
upon sources and data believed to be accurate and reliable. Opinions and forward-looking statements expressed are subject to
change. This is not a solicitation or an offer to buy or sell any security.
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ImportantDisclosures

This material is for use with investment advisory clients or prospects only

The information contained herein represents the opinions of the author and not necessarily Benjamin F. Edwards®.
Benjamin F. Edwards® is providing it for informational purposes only, not as investment advice or a solicitation for the
purchase or sale of any security or class of securities. Benjamin F. Edwards® & Co. (BFE) is a dually-registered broker-
dealer and investment adviser and member of FINRA and SIPC, and its affiliate Benjamin F. Edwards *™ Wealth
Management, LLC, d/b/a Edwards Wealth Management (EWM) is an SEC-registered investment adviser. BFE and
EWM are affiliates through their common ownership by Benjamin Edwards, Inc. Depending on the context, the name
Benjamin F. Edwards® refer to either EWM, BFE or both.

As a registered investment adviser, Benjamin F. Edwards offers clients a variety of advisory portfolio options. Any portfolio
discussed is offered at Benjamin F. Edwards as an investment advisory account. To participate, investors must sign an
investment advisory agreement, select a manager, and pay an advisory fee. Please note that individual performance returns
for any client will vary depending on the actual advisory fees paid. Pure gross returns are presented as supplemental
information that are gross of all fees and do not reflect the deduction of transaction costs in wrap portfolios. Net of fee
performance was calculated using the highest applicable annual bundled fee. For additional information regarding fees,
please refer to the third-party asset manager's (asset manager) applicable disclosure documents and Benjamin F. Edwards’
disclosure documents, which may be obtained through your advisor or found on Benjamin F. Edwards’ website under the
Important Disclosures section.

Benjamin F. Edwards performs due diligence on the methodologies used by asset managers to generate performance
information to confirm the information is representative of the performance achieved by Benjamin F. Edwards clients. The
performance information provided by asset managers is typically comprised of accounts held across other investment
advisers which are similar to Benjamin F. Edwards. Performance information for asset managers or for underlying
investments is not calculated or independently verified by Benjamin F. Edwards. This information comes from the asset
manager or its designee. Benjamin F. Edwards is presenting it as received, has not modified it in any way, and did not
participate in its preparation. This performance was achieved by the asset managers and not by Benjamin F. Edwards and
is not intended to provide information about the advisory services of Benjamin F. Edwards. The asset manager is
responsible for the ongoing management of the account. Benjamin F. Edwards’ advisory services are limited to selecting
an asset manager suited to the client’s investment profile and monitoring the asset manager to ensure it remains a good
fit for the client.

Participating in advisory programs may cost the client more or less than if the client were to implement his or her selected
program separately, such as by using a different program sponsor, pursuing the strategy through a brokerage account, or
investing directly with the asset manager. Some factors that might impact the total cost to a client who implements a
program separately include the frequency of trading activity; whether a client might be successful in negotiating a lower
fee with a sub-advisor; rate of commissions, markups or other transaction-related compensation; or whether account fees,
transaction fees or similar charges would be incurred.

Investing in securities entails certain risks, including the potential loss of all or a portion of the proceeds invested.
Individuals should consider their specific financial needs, investment objectives and risk tolerance before making an
investment. Investments can be significantly affected by certain events, including international political and economic
developments, inflation, and other factors. Dividends are not guaranteed and are subject to change or elimination.

Exchange traded funds (ETFs) and mutual funds are sold by prospectus only, which should be read carefully before
investing. Please consider the investment objectives, risk, charges and expenses before investing. The liquidity of ETFs
may not reflect the level of liquidity of other instruments on listed exchanges such as well-recognized, large cap stocks.
The prospectuses, which contain this and other information, can be obtained from your advisor.

Investing in fixed-income securities involves certain risks such as market risk if sold prior to maturity and credit risk
especially if investing in high-yield or “speculative-grade” bonds, which have lower ratings and are subject to greater price
volatility. All fixed-income investments are subject to availability and change in price and may be worth less than original
cost upon redemption or maturity.

There are special risks associated with an investment in real estate, including credit risk, interest rate fluctuations and the
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.
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