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Ruminations on the Meaning of Financial  
Independence; Thoughts on How to Get There

Here at SILLER & COHEN, we are family wealth advisors, and so the greatest part of our time is spent helping our 
clients and their families reach their financial goals, protect what they have worked so hard to build, and then pass it 
on tax efficiently to their children and grandchildren. In this article, however, we’d like to step back and talk about 

the bigger picture, which is why?  Why do we, and you, our clients, choose to invest so much time, energy and emotion into 
this process.

For most of us, it is because we are working to either achieve or maintain our “financial independence”.   Regardless 
of which of these two categories you happen to fall into, understanding and refining your own definition of financial 
independence can help you make better decisions that lead to greater personal happiness, and can be a very fertile 
and valuable topic to discuss with your children, grandchildren, and the other younger people in your life.

What is financial independence?  Well, it depends. While there are many common themes that run through 
definitions of financial independence, all of us define it in a way that has the most meaning to us, running the 
gamut from quite modest, to the grandiose.  Here are a few definitions that others have offered:

• For me, it’s to be free from debt; to be free from the need to work solely for the purpose of making ends meet; 
freedom from all of the stress and worry caused by not having enough money.

• To earn enough so that my wife or my husband doesn’t have to work outside our home, and can instead spend full 
time raising our children.

• It means continuing to work in my career, but being able to de-emphasize the money-making aspects of the 
position, and focus more on things that really motivate me.

• It means being able to meet all of my current and future cash outflows with passive cash inflows.

Having reviewed these definitions of financial independence, here is our attempt to define it:  

To have sufficient passive income to cover all of your anticipated living expenses, grown for inflation, for the rest of 
your life.  To be in the position where you no longer have to trade your time for money; to work because you want 
to, and not because you have to.  To have complete control over your time, and the freedom to spend your days doing 
the things that you are passionate about, and that really make you happy.  To make it your full time job to live your 
life by your design, and to reach a point where your thoughts, choices, and actions no longer revolve around money, 
but are instead 100% focused on exploring and refining your own unique human gifts, and then sharing those gifts 
with your family, your friends, and the world at large.

What’s your definition of financial independence?

If You Haven’t Already Achieved Financial Independence, How to Get There

While the definition of financial independence is unique to each person, there appears to be broad agreement on 
what must be done to actually achieve it.

By: Gregory J. Thompson, JD1, CFP® and  
Randy P. Siller, CPA1, CIMA®, MS in Taxation
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• Make a commitment to yourself, starting now, that you will live beneath your means for the rest of your life.  This 
is the most important step, the starting point on your path to financial independence, because living beneath your 
means is what will provide the excess cash you will need to implement all of the other steps.  

• Get out of debt as quickly as you can, and stay out.  Long term mortgage debt and business acquisition debt have an 
appropriate role to play, but credit card debt is very expensive and consumes income that could otherwise be in-
vested.

• Learn to delay gratification, to be willing to sacrifice now, in order to provide a better life for you and your family in 
the future.

• Continually work to grow your income, but not your expenses.  We’ve already noted that living beneath your means 
is the single most important step you can take toward financial independence, but you can amplify your efforts by 
working to steadily increase your income in the future.  If you can steadily increase your income, while keeping 
your spending roughly the same (as adjusted for inflation), the road to your financial independence will be a much 
shorter one.

• Always save money, no matter what your income is.  It’s all too easy to tell yourself “I’ll start saving money when ... I 
get that promotion -  I pay off the car loan - the kids finish college…”  The problem, of course, is that years, perhaps 
many years, will pass before you actually start saving, and you’ll be that much further from your goal.  The better 
strategy, to make sure you are always moving forward, is to always be saving money, no matter what’s happening in 
your life.  If you don’t have enough room in your budget to save money now, then the answer is to increase your 
income, lower your expenses, or both.

• Create an adequate cash reserve (six months or more of living expenses) and thereafter invest everything else into assets 
that generate wealth.  If you’re able to both keep your expenses level, and grow your income over time, that means 
with each passing year you’ll be able to invest more and more, and your portfolio, which will be the foundation of 
your financial independence, will grow that much faster. 

• Diversify your investments across multiple asset classes, for example, stocks, bonds, cash, real estate, etc.  This will 
help protect you from a large loss in your portfolio if one of these sectors has a big down year.

• Diversify your income sources also.  The economy and the job markets have been much more volatile in the recent 
past, and will probably be more so in the future.  Having multiple sources of income will both provide you with 
additional income that you can invest for the future, but also provide protection in case you lose one of the sources.  
If you’ve got a full time job, consider creating a side business, if it won’t impact your primary career.   
If you are a business owner, consider diversifying into other lines of business.

• Protect your income from taxes.  It’s an old saying, “It’s not what you earn, it’s what you keep!”  Take advantage of 
employer-offered 401k accounts, especially when the employer offers to match a portion of what you contribute.  
Talk to your investment advisor about “asset location”, which is about strategically placing your investments in the 
most tax-efficient location based on the character of the income or gain that they generate.  For example, owning 
assets that generate ordinary income inside of your retirement plan, which is tax deferred, and owning assets that 
generate primarily long term capital gain in your non-retirement account, where they are taxed at more favorable 
rates.

• Commit to refocusing on your financial independence goal on a regular basis.  Have a written plan that includes goals 
for each financial category, and review them at least annually. This will help you make sure that you’re on track to 
meet your goals, and will also keep you focused on your ultimate goal of becoming financially independent.  
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Short of inheriting large sums of money, or winning the lottery, achieving financial independence, either by the time 
you retire, or even before, is not an easy task.  It will require focus, discipline and hard work over many years.  But I 
invite you to re-read our definition of financial independence above, and to imagine what your life could be like, or 
what your children’s lives could be like, if you and/or they were able to achieve it.

We hope this information has been of value to you.
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ABOUT SILLER & COHEN

Siller & Cohen is a boutique family wealth advisory firm providing financial solutions for the past twenty-eight years to institutions and 
high net worth individuals. We combine the detail and careful attention of a smaller firm with the deep resources of a national organization.  
Our team includes CPAs1, Certified Investment Management Analysts, and attorneys.1

While we offer our clients the full range of planning services, our core areas of expertise include wealth transfer, investments, and business 
succession planning.  

This is the 11th year in a row that Barron's Magazine has recognized a member of  
Siller & Cohen as being among the top advisors in the nation.2

1  Licensed, not practicing
2  The list was compiled by RJ Shook, Financial Industry Consultants.  
   This is an objective ranking based on assets under management.
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only. We do not offer legal or tax advice. Seek the advice of a tax advisor prior to making a tax-related insurance/investment transaction. Any discussion pertaining to taxes in this 
communication (including attachments) may be part of a promotion or marketing effort.  As provided for in government regulations, advice (if any) related to federal taxes that is 
contained in this communication (including attachments) is not intended or written to be used, and cannot be used, for the purpose of avoiding penalties under the Internal Revenue 
Code.  Individuals should seek advice based on their own particular circumstances from an independent tax advisor. CRN-1675579-010517

Siller & Cohen is not an affiliate of Lincoln Financial Advisors Corp.
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