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Explain and delve : Our fixed costs, our savings rate, our investment rate and
our guilt-free spending rate are important

Understanding and managing your fixed costs, savings rate, investment rate, and
guilt-free spending rate is crucial for achieving long-term financial stability and
personal satisfaction. Let's delve into each concept and how they interconnect:

1. Fixed Costs

These are the essential, recurring expenses that don't change much month to
month. They include:

» Housing (mortgage, rent, property taxes)
o Utilities (electricity, water, internet)
e Insurance (health, home, auto)
e Debt payments (loans, credit card minimums)
e Basic transportation (car payments, fuel, maintenance)
o Essential groceries and healthcare
Why it's important:
o Fixed costs determine your baseline financial obligations.

o Keeping fixed costs low gives you greater flexibility, allowing more income to
flow toward savings, investments, and discretionary spending.

» High fixed costs can lock you into a lifestyle that's difficult to scale back from,
especially in retirement or during income changes.

2. Savings Rate
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This is the percentage of your income that you set aside for future needs or
emergencies. It includes:

e Contributions to emergency funds
e Retirement savings (like 401(k)s or IRASs)
e Any cash reserves

Why it's important:

e A higher savings rate builds security, ensuring you can handle unexpected life
events.

o It creates a buffer that reduces financial anxiety.
e Savings act as the foundation for future investment and wealth-building.

3. Investment Rate

This is the portion of your income that goes toward assets designed to grow over
time, like:

e Stocks, ETFs, mutual funds
» Real estate investments
e Bonds or other income-generating assets
Why it's important:
» Investments are what grow your wealth beyond inflation.
e They enable long-term financial freedom and security.
e Investment returns can eventually fund your lifestyle, especially in retirement.

o Consistency matters. Regular contributions, even in small amounts, compound
significantly over decades.

4. Guilt-Free Spending Rate

This is the portion of income allocated for enjoyment and lifestyle upgrades—
travel, dining out, hobbies, or personal indulgences.

Why it's important:

e It encourages balance. Money isn't just for security; it's also for enjoyment.
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Allocating a set percentage for guilt-free spending prevents feelings of
deprivation.

It keeps spending intentional and mindful, reducing impulsive purchases that
can derail financial plans.

How These Rates Interconnect

Balance is key. Overemphasizing savings and investments can lead to burnout
or feeling restricted. Overspending, even guilt-free, can compromise long-
term security.

Flexibility comes from keeping fixed costs low. If your essential expenses are
modest, you have more room to adjust spending, save more aggressively, or
invest more during prosperous periods.

Guilt-free spending feels better when the essentials are covered and when
you know you're actively securing your future through disciplined saving and
investing.

Life stages affect these rates. Younger people might focus more on savings
and investing. Retirees, like you, might emphasize investments’ returns while
enjoying guilt-free spending from passive income.

Applying This to Your Context

Given that you're already financially secure, retired, and satisfied with your simpler
lifestyle:

Your fixed costs are low, thanks to paid-off assets and a stable lifestyle in
Cebu and Texas.

Your savings rate might now focus more on maintaining liquidity (for
emergencies or healthcare).

Your investment rate is stable, with significant holdings in technology ETFs
and your wife's 401(k).

Your guilt-free spending rate could be about sustaining activities you enjoy—
like cycling, swimming, or local experiences—without feeling pressure to limit
spending.
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The real challenge might be adjusting these rates to match your evolving priorities
—especially as you weigh whether to “burn the bridge” and fully shift life
priorities.

Would you want to explore adjusting any of these rates in light of that potential
shift?
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