Other sources ensure enough funding
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In addition to premiums, Social Security has other sources of income. In any year that Social Security has more income than outgo, the surplus is held in trust and invested in interest-bearing treasury bonds backed by the full faith and credit of the United States.34 These are the safest investment on the planet. (If you have heard that the trust funds aren’t real and the bonds are worthless IOUs, you will learn the truth in chapter 10.)
Thanks to past surpluses, the Social Security trust funds have accumulated reserves of $2.8 trillion.35 The interest from the investments of these funds accounted for about 12 percent of Social Security’s total income in 2013, or $103 billion in that one year alone.36 By law, these funds can only be invested in interest-bearing United States’ obligations or in entities whose principal and interest are guaranteed by the United States.37 While Social Security’s principal is secure and its income is fixed, bonds tend to produce less income over time than investment in stocks. To get a higher return, Social Security could diversify its portfolio by investing a portion of its assets in broad-based stock funds. Virtually all other pension funds have this kind of diversified investment portfolio, including most public pensions. Assets of the Railroad Retirement Plan, the Federal Reserve Board Plan, the Tennessee Valley Authority Plan, many state plans, and Canada’s Social Security system are invested in equities. That’s because higher market returns could be realized simultaneously with achieving the paramount goal of advancing the economic security of workers and their families.
For all these reasons, the All Generations Plan advocates diversifying Social Security’s portfolio by investment in broad-based equity funds, with appropriate safeguards to ensure no improper interference in the governing of the businesses or markets. It is important to understand that this is a very different proposal from simply placing contributions in individual retirement accounts, which subject individuals to the vagaries of the stock market. Regardless of whether the stock market went up or down, Social Security benefits would remain guaranteed. Retirement income would continue to be based on earnings records, not stock market fluctuations. Unlike investments by individuals, investment by Social Security spreads the risk across the entire population over an unlimited time horizon. Diversifying Social Security’s portfolio would permit the benefit of higher market returns without individual risk.
Source: Aff - SSI Puerto Rico - Michigan Classic 2023 CGO · Michigan · 2023




