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Early Retirement Roadmap: Your Step-by-
Step Guide to FIRE

A serious FIRE plan needs more than a target number. It needs spending
assumptions, withdrawal rules, access strategies for retirement accounts,
healthcare coverage between jobs and Medicare, and a stress test that can
survive bad sequencing. This guide walks through the 4% rule and Trinity
Study, Roth conversion ladders, 72(t) SEPP, Social Security timing, and Monte
Carlo-style stress testing so you can turn early retirement from a slogan into

an operating plan.

1. Foundation

The classic starting point for FIRE is the 4% rule, which grew out of William Bengen'’s
research and the Trinity Study. The headline interpretation is simple: a diversified
portfolio historically survived many 30-year retirements when withdrawals began near
4% of initial portfolio value and then rose with inflation. The useful interpretation is
narrower. It is a starting estimate, not a promise, and it was built from history that may
not perfectly resemble your future sequence of returns, asset allocation, or retirement
length. Someone leaving work at 60 with a pension and Social Security soon ahead can
often think differently from someone leaving at 42 with fifty years to fund. That is why
many early retirees prefer to model a range, perhaps 3.25%, 3.5%, and 4%, and then
compare what each assumption demands. The point is not to choose the most optimistic
line that gets you out the door. The point is to know what level of spending the plan can
actually sustain under strain.

Access strategy is the second pillar. Many FIRE portfolios are rich in tax-advantaged
accounts because 401(k)s, 403(b)s, IRAs, and HSAs did exactly what they were supposed
to do during the accumulation years. The question is how to turn those balances into
usable income before age 59%. A Roth conversion ladder is one common answer:
convert a planned amount from pre-tax accounts to Roth each year, pay the tax at a
controlled bracket, then withdraw converted principal after the five-year seasoning
period. Rule 72(t), also called substantially equal periodic payments or SEPP, is another
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option. It can provide earlier access, but it is rigid and expensive to break. Taxable
brokerage, cash reserves, and Roth contributions may bridge the first years while
conversions season. The right approach depends on your age, taxable income, account
mix, and tolerance for administrative complexity. The wrong approach is assuming “I
have enough” automatically means “l can access it cleanly.”

Healthcare is often the largest unglamorous constraint in early retirement. Before
Medicare, you usually need ACA marketplace coverage, a spouse’s employer plan,
COBRA for a transition period, or a combination of alternatives that may change over
time. The ACA can work well, but premiums and subsidies are tied to modified adjusted
gross income. That means the way you fund retirement affects healthcare cost. Roth
withdrawals, taxable basis sales, capital gains harvesting, and conversion amounts all
interact with subsidy eligibility. A portfolio that looks fine before healthcare may feel
tighter after realistic premiums, out-of-pocket exposure, and the need for a deductible
reserve. Social Security is the opposite kind of bridge. It arrives later, but when modeled
properly it can materially reduce the withdrawal burden on the portfolio in your seventies
and eighties. That is why an early retirement plan should include a timeline, not just a
single static “FIRE number.”

Finally, early retirement is a probability problem, not a certainty problem. Stress testing
matters because bad early returns, high inflation, or years of disappointing markets can
damage a plan that looked comfortable in a straight-line spreadsheet. Sequence-of-
returns risk is the reason Monte Carlo simulations, conservative withdrawal assumptions,
and spending flexibility all deserve a place in the workbook. A robust plan shows what
happens if the first decade delivers weak returns, if inflation stays elevated for longer, or
if healthcare costs run above estimates. It also states what you will do in response.
Maybe discretionary travel spending gets cut by 20%, conversions are reduced in a down
year, or part-time income re-enters the picture for a season. FIRE is strongest when the
plan includes not only the target, but the contingency playbook.

2. Step-by-Step System




Calculate spending and translate it into multiple FIRE targets

Begin with annual spending, not with portfolio size. Pull the last twelve months of
real expenses, then separate core living costs from discretionary choices you could
scale back during a rough sequence. Add taxes you expect in retirement,
healthcare premiums and out-of-pocket estimates, and any special bridge costs
such as tuition support, private insurance, or helping parents. Then run at least
three targets. If annual spending is $70,000, a 4% starting withdrawal implies
about $1.75 million, 3.5% implies $2.0 million, and 3.25% implies roughly $2.15
million. Put those numbers next to your current investable assets so you can see
where optimism is doing the work. This step also helps you distinguish between full
FIRE, Coast FIRE, and part-time bridge options. If the 3.25% target feels far away
but a partial-income version is close, you may be much nearer to freedom than the
raw headline suggests.

Map your account access strategy year by year

List every account and classify it by how early you can access it: taxable
brokerage, cash, Roth contributions, Roth conversions after five years, HSA
reimbursements if you keep records, and pre-tax retirement money that may
require a conversion ladder or 72(t) plan. Then build a timeline. For example, years
1 through 5 might be funded by taxable assets and cash while annual Roth
conversions season. Years 6 through 15 may draw from the ladder plus taxable
dividends and gains. A 72(t) plan may fit if you retire with most of your wealth
trapped in pre-tax accounts and want a rigid but predictable access route.
However, once started, SEPP is hard to modify without penalty. That is why many
early retirees prefer flexible bridges first and reserve 72(t) for specific
circumstances. The real goal is to avoid waking up with a healthy net worth and a
cash-flow bottleneck. An access map turns retirement from an abstract asset pile
into spendable annual funding.




Design the Roth conversion ladder around taxes and healthcare

The ladder is not just about accessing money. It is also about managing lifetime tax
brackets. Estimate your baseline taxable income in retirement from dividends,
interest, side income, capital gains, and any pension. Then determine how much
room remains in your target federal bracket and how that conversion amount
interacts with ACA subsidies if you are using marketplace coverage. Some retirees
intentionally fill the 10% or 12% brackets each year. Others go higher because they
expect larger required minimum distributions later or because they value shrinking
future tax exposure. The tradeoff is immediate tax cost and possible subsidy
reduction. Write a yearly conversion rule in plain language: convert up to a
specified taxable-income ceiling unless markets are severely down or healthcare
subsidy loss becomes too expensive. This prevents random, emotionally timed
conversions. It also pairs the tax plan with your spending bridge, because the
converted dollars become future accessible principal after the five-year clock runs.




Build the healthcare bridge before leaving work

Run your healthcare plan as if retirement already started. Price ACA marketplace
options in your state, review deductibles and maximum out-of-pocket limits, and
estimate annual modified adjusted gross income under your proposed spending
strategy. Then test alternatives: spouse coverage, COBRA for a short transition, or
part-time work with benefits if necessary. The important insight is that healthcare is
not a line item you add at the end. It is a system that shapes how you realize
income. If you spend $80,000 but keep MAGI lower through Roth basis, cash
reserves, or taxable basis withdrawals, your subsidy picture may differ sharply from
a plan funded by large pre-tax withdrawals or oversized conversions. Add a reserve
for dental, vision, and a bad medical year. A FIRE plan that works only when
nobody gets sick is not a real plan. When you know the healthcare bridge costs,
you can decide whether the retirement date is ready or whether one more year of
work materially improves long-term resilience.




Model Social Security and later-life income changes honestly

Many early retirement spreadsheets are accidentally pessimistic in the first decade
and accidentally optimistic in the last decades because they ignore how income
sources change over time. Estimate your likely Social Security benefit at several
claiming ages and decide how it affects the portfolio draw. Claiming early provides
earlier support but lower lifetime checks; delaying can create a larger inflation-
adjusted floor, especially valuable for the spouse likely to live longest. A portfolio
that requires 3.8% withdrawals from age 45 to 62 may require far less once Social
Security begins, which can strengthen the plan materially. The right way to use this
fact is not to rationalize an underfunded early plan. It is to understand when the
strain on the portfolio is heaviest and how later guaranteed income reduces long-
run fragility. If you have a pension, rental income, or planned downsizing, model
those too. A timeline with changing cash-flow sources is much more realistic than
one perpetual constant-withdrawal line.




Stress test with bad sequences and define your response rules

Now assume things go wrong. Run a conservative return sequence, higher inflation,
and a larger-than-expected healthcare burden. If you use Monte Carlo tools,
compare not just success percentage but also the assumptions driving that result.
Straight-line average returns can hide a fragile opening decade. What happens if
markets fall 20% early in retirement? What if inflation runs above your assumption
for three consecutive years? What if you need $15,000 for a medical event? Write
concrete response rules: pause inflation increases on discretionary spending after a
down year, delay a large conversion, earn a small amount of side income, or
reduce travel for twelve months if the withdrawal rate breaches a threshold. The
point of stress testing is not fear. It is to remove vagueness. When a plan includes
the adaptation playbook, you are less likely to panic or overspend simply because
the sequence turned out uglier than average.

3. Key Worksheets & Checklists

Use these worksheets to connect the retirement number, the access plan, and the
contingency plan. A FIRE spreadsheet becomes much more useful when it shows not just
what is possible, but how the cash will actually arrive.




1. FIRE Planning Worksheet

Annual spending List essential spending, discretionary spending, taxes,
target healthcare, and one-time bridge costs separately.

Withdrawal Write the portfolio target implied by 4%, 3.5%, and your
scenarios conservative custom withdrawal rate.

Access ladder Map taxable assets, Roth contributions, conversion
ladder funds, HSA reimbursements, and any 72(t) option
by year.

Healthcare Record estimated ACA premiums, subsidy assumptions,
bridge deductibles, and the income strategy that supports
them.

Response rules Define the spending cuts, conversion changes, or side-
income triggers you will use if the first decade is weak.

2. Execution Checklist

Run the classic 4% rule and at least one more conservative scenario instead of
letting one headline withdrawal rate drive the whole plan.

Build a Roth conversion ladder timeline and compare it with 72(t) SEPP only if
pre-tax access is otherwise too constrained.

Price the healthcare bridge with real ACA plan data and note how MAGI changes
subsidy outcomes.

Estimate Social Security at multiple claiming ages so you know how later
guaranteed income changes the withdrawal burden.

Stress test the plan with poor early returns and write response rules before you
need them.




3. Annual Review Table

Review Point Question

Pre-retirement year Do account access, cash
reserves, and
healthcare coverage all
line up?

Is actual spending
higher than planned
and are markets weaker
than expected?

Is the ladder seasoning
on schedule and is MAGI
still optimized?

Has sequence risk
already eased or do
later-income
assumptions need
revision?

4. Common Mistakes

Action if Off Track

Delay retirement date
or expand bridge assets
until funding is clean.

Cut discretionary
spending and revisit
conversion size.

Adjust withdrawal
sourcing to preserve
healthcare efficiency.

Reset the plan using
current balances,
spending, and Social
Security estimates.

Treating the 4% rule like a Ignoring account access until
guarantee after leaving work

The rule is a planning tool rooted in Plenty of households are asset-rich

history, not a promise that every but access-poor because the funding

future sequence will cooperate. bridge was never mapped.




Underestimating the healthcare
bridge

Premiums, deductibles, and subsidy
interactions can reshape the timeline
more than a small change in portfolio

Skipping stress tests because
the average return looks fine

Early retirement fails more often from
bad sequence and inflexible spending
than from a single bad calendar year.

return assumptions.

5. Next Steps

Document your retirement date range, annual spending target, and account-access
bridge in one place, then revisit the plan after any raise, market shock, or healthcare
change. Use the FIRE Calculator for scenario updates and keep the full tools library
available for follow-on planning.
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