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01  Retiring to a Small City and Living on Passive Income 2

Do you want to have the chance to retire in this lifetime? Even better, do you want to retire early, perhaps in your 40s or 50s?

There has never been a better time to create a Happy Cash Flow Retirement, but it will take sacrifice. Your company no longer gives you a nice pension with unlimited medical benefits and inflation protection. 

So, what type of sacrifice is in the cards for you? Sacrifice comes in all shapes and sizes; it may be moving to a small city, working an ungodly amount of hours, starting a business in your spare time, or becoming a content creator. Let me share my story.

Pursue Your Creative Career with Dividends as a Backdrop

How and why we retired in a small city. I wrote an article titled “Retiring to a Small City and Living on Passive Income” over a year ago. At the time, I was just starting the retirement process from the United States Marine Corps.

Now that my wife and I have been fully retired for over seven months, I want to examine our passive income and budgets in our small city, Pensacola, Florida, in more detail.

We have made many sacrifices over the years to get to this point. First, I was in the Marine Corps for 24 years, doing the Lord’s work.

I was born in the expensive city of San Diego, California, so traveling the world showed me how the rest of the population spent their money.

I fell in love with small cities such as Pensacola, Florida; Beaufort, South Carolina; and Yuma, Arizona. I knew I wanted to retire somewhere affordable and less busy.

Income for Retirement: Preferred Shares

I was gone for nine of my 18 years of marriage—that was our initial sacrifice to earn a military pension. However, we had to do even more to achieve financial independence.

In 2019, we struggled with debt, so we decided to get roommates. We had roommates for over four years, and it wasn’t fun. However, it allowed us to clear our debt and build a dividend portfolio. 

After serving over ten duty stations in the Marines, we are settled comfortably in our Pensacola home. Now, let’s examine our passive income streams.

Build your passive income before you retire. The best time to build passive income streams for retirement is before you retire. The sooner you get moving, the more mature your streams will be before retirement.

How to Determine Your Bare Bones Budget

Our number one income stream is our military pension. This income stream took us 24 years to build—24 tough years. However, I look back fondly on my military service; it was well worth the time investment.

My military provides my family with $9,000 per month. In some places, this may not be a lot; in others, it could be considered “F*** You money.” Here in Pensacola, it is more than enough to live a comfortable lifestyle.

If you are young enough to join the military, I recommend you look deeper into it. It can provide all types of resources for your family and give you a higher purpose in life.

Our second income stream is dividends. I started dividend investing in 2019. I love dividend growth investing with companies like McDonald’s (MCD) and Coca-Cola (KO). Also, new companies like Google (GOOG) and Facebook (META) are joining the DGI party.

Who is a Better Steward of Your Time?

But my heart belongs to income investing. Income investing is the art of purchasing securities from the stock market that pay a high dividend yield. I love buying income products!

In total, we earn about $2,000 per month from dividends. We reinvest many of our dividends to ensure the portfolio outpaces inflation. 

During our many years in the military, we purchased three homes. We rent two of our homes (one in Pensacola, one in Yuma) to tenants. After paying the mortgages on these properties, we collect a total of $700.

Finally, my most fun passive income stream is writing. It doesn’t pay much because I’ve only been at it for three years, but it keeps my mind sharp. I earn about $200 monthly from writing and selling books on Amazon.

Your Wealth is Your Choice

We also have more ways to make more money if needed by going to college using the G.I. Bill or trading options. But for now, I’ll just focus on our top four choices. As you can see, we earn about $12,000 a month in passive income.

Budgeting is key to success. Having passive income is irrelevant if you spend more than you earn. Spending much less than you earn is imperative to keeping a healthy cash flow in your system, especially during retirement.

Our number one expense is our mortgage, which is $1,700 per month. We bought our current primary residence in 2020 for $340,000. It is a large property (2,500 sq ft) on 3.3 acres.

Over the years, we reduced our interest rate to 2%. The magic of buying a property is that your mortgage can be a hedge against inflation. 

Florida has been going through a homeowner’s insurance crisis, so having our dividend portfolio to help outpace housing inflation has been vital to our success.

Writing: I Retired to Start My Dream Job

Our other bills total about $1,500 monthly. This includes utilities, cell phones, and streaming services. We also like to keep another $400 monthly available for annual bills like car registration, Amazon Prime, and termite services.

Our food bill is a place where we like to control our spending. Food prices can get out of hand, so having a firm budget for the month is vital. We give ourselves $900 a month for our family of four and a dog.

For the most part, we stay within our budget. Sometimes, we can go over, and sometimes, the stars align, and we stay under. The important part is that we don’t go to Walmart and begin spending emotionally. 

Side Hustle: Gig Economy vs. Entrepreneurship

Finally, my wife and I each have a $750 monthly allowance for personal entertainment, shopping, and beauty spending. I like to divide my allowance into a $25 daily budget, but my wife spends differently.

Now, let’s compare our income and expenses side by side to see how much money we have remaining each month. We call this “extra” money cash flow, and it is the most important part of our retirement program.

[image: image]

The magic of cash flow. As you can see from the table above, we have an additional $6,000 per month that we can save and invest.

Our monthly goal is to have a higher net worth than the month prior. Sometimes, the stock market doesn’t cooperate, but at least we can own more assets every month.

Conclusion. The key to our Happy Cash Flow Retirement is living in a city where our housing costs are less than 25% of our total income.

To Change Your Life: You Must Change Your Life

As long as we stay on budget and on script, we should increase our income every year going into the next. Our dividends will continue to grow at a pace faster than inflation, ensuring our retirement becomes more comfortable each year.

Remember, we got here by sacrificing much of our time and space. We had roommates for five years; I was in the military for 24 years.

I see many people attempting to retire in places like San Diego and New York City. This requires more than financial magic; it requires a massive wealth generator (like a big business).

Make $100 per Month in Passive Income

In big cities, tax rates are higher, and inflation spikes are faster. You work more for a smaller percentage of your income. 

I like the slow pace of Pensacola. We are in complete control of our finances. Yes, Florida is annoying because of homeowners and property taxes, but we can plan for these expenses.

If you are considering retiring, now is the time to jump into a small city. Even if you live in a big city, you can still purchase a home in a small town that will be there when you retire. That's what we did. Good Luck!
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02  Retirement Planning in Your 40s
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Hopefully, we will come into our 40s with an excellent financial game plan. If done correctly, we should already be debt-free and have cash flow going into investments. But let’s rewind and talk about how the 40s fit into our overall lifetimes.

I am roughly four months into my 40s, and I feel great. I am still physically fit, I have the perfect wife, and we have enough cash flow to live the life we want. Not everyone is so lucky. As with the 30s, divorces are happening almost daily. 

[image: image]Retirement Planning in Your 40s

The people who are doing well also live the American lifestyle—which means spending lots of money. As we reach our 40s, we will start to notice that “keeping up with the Joneses” is a real thing.

People will start to get augmentation surgeries, take expensive vacations, send kids to private schools, and buy luxury vehicles. This kind of lifestyle means that they want to work until they are 70 or 80 years old.

It may seem hard, but you have to go your own way. You may feel we like to call FOMO or fear of missing out, but I challenge you to exercise JOMO or the joy of missing out. You see, JOMO allows you to walk your own path, usually one that leads to a much happier life. 

Many divorces can trace back to overspending and other money issues. When you control your finances, you will become the CEO of yourself. My wife and I avoid all the money-madness and focus purely on our relationship and becoming rich. You’ll be surprised how easy it is to become rich when you aren't buying liabilities. We are the CEO of our lives, and we don’t have to worry about money again. Know, we want to ensure our kids don’t have to concern themselves with money as well.

Before we venture into our 40s rundown, we need to do our prerequisite reading allocation. First, let’s unlock our minds through improved memorization, speed reading, and critical thinking. Luckily we can find all these upgrades in one fantastic book titled “Limitless.” Our brain is our most valuable asset, so getting it in tip-top shape is the first thing we need to do in our 40s.

We will need to focus on more complex topics, such as taxes, debt, and assets for this timeframe. Robert Kiyosaki, my favorite author, consistently talks about these topics in his books. My favorite book of his is “Unfair Advantage,” and it is the perfect book to fit our complex age. The other book is called “Before You Quit Your Job” and guides you to build a business before you quit your day job. Yes, we will need to start a business in our 40s, even if it is small. 

As I said earlier, we should be debt-free going into our 40s. I barely made it to become debt-free before I turned 40. My wife is 37, so she is good to go. It feels good to be debt-free, and we can focus 100% on the future. If you are not debt-free, you may need to ask yourself, “Should I Consolidate Debt?” The short answer is “only if you have controlled your spending”. But, you will need to come up with a plan to pay off debt quickly. 

Our 40s will be the busiest time of our lives. Our kids will still be in the house, our jobs will need us to be in peak performance mode most of the time, and our relationships will also need proper tuning. If we run out of time, we can learn to maximize our effectiveness by becoming insanely productive during the magic hours. The magic hours are any time when the rest of your family is sleeping or otherwise preoccupied. This time is where you can get as much done as possible, with little impact on your home life. 

Our retirement should be starting to take form early in our 40s. We cannot rely solely on a defined pension plan, 401k, or social security. We need cash flow. Cash flow is the heart of everything we do, and the more we have, the less we worry. This leads me to one of my favorite series, The Cash Flow 101 series. Inside we talk about building our retirement 4-50 cash flow retirement consisting of retirement income, investment income, rental income, and business income. You do not need to copy my plan, but you will need to understand words like cash flow and passive income. 

We talked about debt; now we need to discuss your biggest expense, taxes. If we can understand the three types of income, earned, portfolio, and passive, we can direct our investment strategy to minimize taxes. The Taxes 101 series discusses the benefits of different revenues, such as real estate and starting a business. If we can keep our taxes under control, we can become rich that much faster. 

The most important investing lesson we can learn is the difference between an insider and an outsider. Too often, people think that they are going to become rich from the outside. If you are buying stocks at an IPO, you are on the outside. You may profit, but the people who offered up the stocks are getting rich as insiders—the same with buying REITs and owning your own real estate. When you own a business, no matter the size, you are an insider. You control the prices, profits, and expenses. We may not become an insider in our 40s, but we need to set the stage to do it during our 50s. 
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