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What are the 7 levels of wealth?

Okay, the concept of "7 Levels of Wealth" isn't a rigidly defined, universally
agreed-upon standard like scientific laws. It's more of a conceptual framework
used by various financial educators and authors to illustrate the journey towards
financial independence and abundance. Different sources might have slightly
different names or nuances for each level.

However, a common and popular version, often referenced (and similar to
frameworks like the one popularized by Grant Sabatier in his book "Financial
Freedom"), breaks down the journey like this:

1. Level 1: Dependency:

» Description: You rely on others (parents, family, government aid) or
significant debt (like credit cards for daily living) to cover your basic
needs. Your income doesn't cover your expenses.

e Focus: Survival, often just getting by day-to-day. Net worth is typically
negative.

2. Level 2: Solvency:

» Description: You earn just enough to cover your essential bills and
minimum debt payments each month. You're not falling further into debt
for basic living, but you're likely living paycheck-to-paycheck with no
savings buffer.

e Focus: Meeting immediate obligations. Breaking the cycle of accumulating
new debt for basic needs.

3. Level 3: Stability:
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» Description: You consistently cover your expenses, have paid off high-
interest consumer debt (like credit cards), and have built up an emergency
fund (typically 3-6 months of essential living expenses). You might be
starting to save small amounts for retirement or other goals.

e Focus: Creating a safety net, eliminating bad debt, and achieving basic
financial security.

4. Level 4: Agency / Flexibility:

o Description: You have enough savings and investments (perhaps 1-2
years of living expenses saved beyond your emergency fund) that give
you some freedom and options. You could potentially quit a job you dislike
without immediate panic, take a mini-sabbatical, or handle larger
unexpected expenses without derailing your finances. Sometimes referred
to as having "F-You Money."

e Focus: Gaining choices and reducing reliance on a specific job for
immediate survival. Starting to build significant investments.

5. Level 5: Financial Security:

» Description: Your investment income could cover your basic living
expenses indefinitely, even if you stopped working today. You might not be
living your desired lifestyle solely off this income, but you know your
fundamental survival needs are met by your assets.

e Focus: Ensuring basic needs are covered passively, providing a strong
sense of security even if you continue working.

6. Level 6: Financial Independence (Fl):

» Description: Your investment income or passive income streams are
sufficient to cover your current desired standard of living indefinitely,
without needing to work traditional jobs. Work becomes truly optional. This
is the classic goal for the FIRE (Financial Independence, Retire Early)
movement.

e Focus: Having complete freedom over your time because your assets
generate enough income for your chosen lifestyle.

7. Level 7: Financial Abundance:
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» Description: You have significantly more money and passive income than
you need to fund your desired lifestyle. Your wealth continues to grow
substantially even after covering all expenses. You have the capacity for
major philanthropic endeavors, creating generational wealth, or pursuing
very large goals without financial constraint.

e Focus: Expanding impact, legacy, and pursuing passions far beyond
personal financial needs.

Why are these levels useful?
o Motivation: They provide a roadmap and show progress.
o Goal Setting: Helps you identify your current stage and aim for the next.
o Clarity: Breaks down the large goal of "being wealthy" into manageable steps.

Remember, this is a model. Your journey might not be perfectly linear, and the
exact definitions can vary, but the core progression from dependency to
abundance is a common theme in financial planning.

Providing exactly 22 distinct, meaningful examples for each of the 7 levels of
wealth is challenging, as many situations would be slight variations of each other.
Instead, | will provide several clear, illustrative examples and characteristics for
each level to give you a strong sense of what defines that stage.

Level 1: Dependency

Characteristics: Reliant on others or debt for basic survival, income doesn't cover
expenses, often negative net worth.

1. A student living entirely off student loans and money from parents.

2. Someone unemployed relying solely on government assistance or family
charity for food and shelter.

3. Using credit cards consistently to pay for essential groceries or utility bills
because income falls short.

4. Living paycheck-to-paycheck, but frequently needing payday loans or cash
advances to make it to the next check.

5. Having significant high-interest debt (credit cards, payday loans) that grows
each month.
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6.
7.
8.

Constantly being in bank overdraft.
Unable to afford basic necessities like rent or food without external help.

Feeling trapped by debt with no clear path to paying it off.

Level 2: Solvency

Characteristics: Income covers basic living expenses and minimum debt
payments, but no room for savings; living paycheck-to-paycheck.

1.

N o o

8.

Making rent/mortgage, utility, and minimum loan payments on time each
month, but with nothing left over.

. Having zero emergency savings — a small unexpected expense ($100-$200)

would cause significant financial stress.

. Not accumulating new debt for daily living, but not making progress on paying

down existing debt principal significantly.

Income equals expenses; any disruption (e.g., reduced hours at work) means
bills can't be paid.

Not having the funds to save for retirement or other goals.

Feeling stressed about money constantly, knowing there's no buffer.

. Unable to afford non-essential items or experiences.

Paying bank fees regularly due to low balances.

Level 3: Stability

Characteristics: High-interest debt paid off, emergency fund established (3-6
months expenses), potentially starting small investments.

1.

Having a dedicated emergency fund savings account with $10,000 (covering 4
months of essential expenses).

. Having paid off all credit card balances and not carrying balances month-to-

month.

. Consistently contributing a small percentage (e.g., 3-5%) of income to a

retirement account like a 401(k) or IRA.

. Having a working budget and tracking expenses.
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7.
8.

Being able to handle a moderate unexpected expense (e.g., car repair, minor
medical bill) from the emergency fund without borrowing.

. Making steady progress on paying down lower-interest debt like student loans

or mortgages (perhaps paying slightly extra).
Feeling less financial stress day-to-day due to the safety net.

Starting to save small amounts for specific goals (down payment, vacation).

Level 4: Agency / Flexibility

Characteristics: Savings/investments beyond the emergency fund (e.g., 6 months
- 2 years expenses), providing options and reducing reliance on a specific job.

1.

8.

Having a fully funded emergency fund plus an additional $50,000 in
diversified investments.

. Feeling confident enough to negotiate salary or working conditions more

assertively, knowing you could leave if necessary.

Having the financial cushion to take a 3-6 month unpaid sabbatical or break
between jobs.

. Being able to easily absorb a larger unexpected cost (e.g., major home repair,

significant dental work) without derailing long-term plans.

. Starting a side business or pursuing freelance work with less immediate

financial pressure for it to succeed.

. Having saved enough (e.g., 1-2 years of expenses) that you feel less "trapped"

in your current career path.

. Making significant, regular contributions (e.g., 15%+) towards retirement and

other investments.

Experiencing a noticeable reduction in work-related financial anxiety.

Level 5: Financial Security

Characteristics: Investment income could cover basic living expenses indefinitely,
even if not your desired lifestyle.

1.

A portfolio of stocks and bonds generating enough dividends and interest
($30,000/year) to cover essential costs like housing, food, utilities, and
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insurance ($28,000/year).

Owning rental properties outright that generate enough net cash flow to cover
basic personal living costs.

. Knowing that if you lost your job today, your fundamental needs would still be

met by your assets' income, removing survival fears.

Still choosing to work, perhaps part-time or in a lower-stress job, to fund
discretionary spending or build wealth further.

. Having reached the "Coast FI" point — enough invested that it should grow to

full FI by retirement age without further contributions.

Feeling a profound sense of security about the future, regardless of job
market fluctuations.

Basic needs are passively met, reducing the pressure to maximize income
from active work.

Level 6: Financial Independence (Fl)

Characteristics: Passive income (from investments, business, real estate, etc.)
covers your desired standard of living indefinitely; work is entirely optional.

1.

Having an investment portfolio generating $75,000 per year, fully covering
your comfortable lifestyle expenses.

. Quitting a high-stress corporate job to travel the world for a year, funded by

investment withdrawals.

Choosing to work only on passion projects or part-time consulting on your
own terms, regardless of the pay.

. Living comfortably using a safe withdrawal strategy (like the 4% rule) from

your investment portfolio.

Spending primary time on hobbies, family, volunteering, or learning, rather
than working for income.

. Having multiple streams of passive income (rentals, dividends, business

income) that collectively exceed your annual spending.

. No longer needing to check account balances frequently out of necessity,

only for management or interest.
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8.

Making life decisions based purely on preference and values, not financial
requirement.

Level 7: Financial Abundance

Characteristics: Significantly more wealth and passive income than needed for
desired lifestyle; wealth grows substantially; focus shifts to legacy, philanthropy,

major goals.
1. Having a net worth in the tens or hundreds of millions (or more).
2. Passive income is several times greater than annual spending (e.g., earning
$500k/year passively while spending $150k/year).
3. Establishing and funding a private charitable foundation or making multi-
million dollar donations.
4. Making significant angel investments or starting capital-intensive businesses.
5. Purchasing luxury assets (multiple homes, yachts, private jet travel) without
impacting the principal wealth base or its growth trajectory.
6. Implementing complex estate planning strategies focused on multi-
generational wealth transfer.
7. Spending significant time directing philanthropic efforts or managing large-
scale investments/businesses.
8. Having the financial capacity to fund major scientific research, political

campaigns, or large-scale social impact projects.

These examples illustrate the progression and characteristics associated with
each level of wealth.
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