Student’s Last Name 1

Student’s Name
Professor’s Name
Course Name/Code
Date

A Personal Plan for Financial Independence by Age 40
Financial independence, defined as having sufficient assets t@icover living expenses
without relying on employment income, is a goal that requires %nning, consistent
%ssay outlines a

personal financial goals framework built around three sequential objectives: eliminating
consumer debt within two years, building a fullyfunde ergency reserve within three
years, and accumulating sufficient investment a&aw passive income equivalent to
current living expenses by age forty. Each goal%c, time-bound, and connected to a
concrete action plan. %

Goal One: Eliminating Consumer De%

The first and most urgen is limination of $14,200 in consumer debt,
consisting of two credit card b ing interest rates of 19.9% and 22.4%

respectively. At these r

execution, and a realistic understanding of the tradeoffs invo

¢ debt to minimum payment schedules would result in

paying approximately $9,8 rest over the life of the balances, more than doubling the

original cost of the that created them.

The plan is to use At avalanche method, directing all discretionary income above
essential expenses toward the highest-interest balance first. By allocating $600 per month to
debt repayment, the higher-rate card will be cleared within fourteen months, at which point
the full $600 will roll to the second balance. Total debt elimination is projected within

twenty-three months. This approach minimizes total interest paid relative to the debt
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snowball method and is mathematically optimal given the rate differential between the two

balances.

Goal Two: Building an Emergency Fund

Once consumer debt is eliminated, the second goal is to redirect the $600 monthly

debt repayment into an emergency fund held in a high-yield savings account. The target is six

months of essential living expenses, calculated at $2,200 per mo a total target of

$13,200. At $600 per month, this fund will be fully built with%ﬁw months of

beginning contributions, placing full completion at appro our years from the current

Six months of expenses is the appropriatm% the nature of my employment: I

work in a sector with moderate job market vol a three-month reserve would be

date.

insufficient to cover a prolonged job searc extended period of reduced income. The

fund will not be invested in equities, as % ction is stability and accessibility

rather than growth. \

Goal Three: Building Investm or Passive Income

The third and longest-hori al is to accumulate a portfolio capable of generating
$2,200 per month in passi , equivalent to current essential living expenses. Using a
4% safe withdrawa ¢ planning benchmark, the required portfolio value is $660,000.

Beginning at ag -six, with fourteen years until the target age of forty, the plan
is to invest $1,200 per month in a diversified portfolio of low-cost index funds through a
combination of tax-advantaged accounts (401k and Roth IRA) and a taxable brokerage
account. Assuming a 7% average annual return, consistent with long-run historical equity

market performance after inflation, the projected portfolio value at age forty is approximately

$684,000, marginally exceeding the target.



Student’s Last Name 3

Conclusion

Financial independence by age forty is an ambitious but achievable goal given
consistent execution of the three-stage plan outlined above. The critical variable is not the
rate of return on investments but the consistency of the savings rate. Each goal in the

sequence builds directly on the last: debt elimination frees cash flow for savings, savings

provide security, and security enables the long-term investment ¢ ent that makes

passive income possible. %




