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ABSTRACT

This study investigates the determinants of early retirement preparedness within the context of Bank Sulteng,
focusing on the roles of income, expenses, and investments. Using a quantitative approach and Smart PLS analysis,
data from a sample of 100 bank customers were analyzed to explore the direct and indirect effects of these
variables on early retirement preparedness. The results indicate that income significantly influences both
investment decisions and early retirement preparedness, highlighting its crucial role in shaping individuals'
financial trajectories. Moreover, investments emerged as a significant determinant of early retirement
preparedness, underscoring the importance of strategic investment planning. However, while expenses showed a
direct significant impact on early retirement preparedness, their indirect effect through investments was not
statistically significant. These findings provide valuable insights for individuals, financial institutions, and
policymakers aiming to enhance financial literacy and promote effective retirement planning strategies.
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INTRODUCTION

In contemporary society, the pursuit of
financial independence and early retirement has
become increasingly prevalent, reflecting a desire
for autonomy and freedom from traditional
employment constraints [1]. This study aims to
delve into the intricacies of achieving early
retirement  preparedness by  proposing a
comprehensive blueprint outlined in "Financial
Independence 101" [2]. Focusing on the interplay
between income, expenses, and investment
strategies, this research endeavors to unravel the
underlying mechanisms that facilitate individuals in
attaining financial autonomy and retiring early [3].
By examining these variables and their interactions,
this study seeks to offer insights that not only enrich
the existing literature on personal finance but also
provide practical guidance for individuals aspiring
towards early retirement [4].

Early retirement preparedness refers to the
state of financial readiness and planning that enables
individuals to retire from traditional employment
earlier than the standard retirement age [4]. It
encompasses various factors such as savings,
investments, debt management, and lifestyle
adjustments aimed at sustaining one's desired
standard of living throughout retirement [5].
Achieving early retirement preparedness requires a
proactive approach to financial management,
including diligent saving habits, strategic
investment allocation, and prudent decision-making
regarding expenses [6]. Moreover, it necessitates

careful consideration of long-term financial goals,
risk tolerance, and potential challenges such as
healthcare expenses and inflation [7]. Ultimately,
early retirement preparedness empowers individuals
to take control of their financial future, providing
them with the freedom and flexibility to pursue their
passions and interests outside of traditional work
commitments [8].

Income refers to the financial resources
earned by individuals or households through various
sources such as wages, salaries, investments, and
business profits [9]. It serves as a fundamental
component of financial stability and plays a pivotal
role in determining one's ability to achieve financial
independence and early retirement [10]. Increasing
income through career advancement,
entrepreneurial endeavors, or investment income
can significantly impact one's capacity to save and
invest for the future [11]. However, the effective
management and allocation of income are equally
crucial, as it directly influences one's ability to meet
current expenses, save for emergencies, and invest
for long-term goals such as retirement [12]. Thus,
optimizing income streams, minimizing tax
liabilities, and fostering a sustainable balance
between income generation and expenditure are
essential strategies in the pursuit of financial
independence and early retirement [13].

Expenses encompass the financial outflows
incurred by individuals or households in their daily
lives, covering a wide range of categories such as
housing, transportation, food, healthcare, and
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discretionary spending [14]. Managing expenses
effectively is paramount in achieving financial
independence and early retirement, as it directly
impacts the ability to save and invest for the future
[15]. Adopting frugal habits, prioritizing needs over
wants, and optimizing spending patterns are
essential strategies to control expenses and increase
savings rates [16]. Additionally, tracking and
analyzing expenses can provide valuable insights
into areas where cost-cutting measures can be
implemented, thereby freeing up resources for
savings and investments [17]. By maintaining a
balanced and sustainable approach to expenses,
individuals can enhance their financial stability and
accelerate their journey towards early retirement
[18].

Investments refer to the allocation of
financial resources into various assets with the
expectation of generating returns or appreciation
over time [19]. In the context of financial
independence and early retirement, strategic
investment planning plays a pivotal role in building
wealth and achieving long-term financial goals [20].
Diversifying investment portfolios across asset
classes such as stocks, bonds, real estate, and
alternative investments helps mitigate risk and
maximize potential returns [21]. Moreover, adopting
a disciplined approach to investment, focusing on
long-term growth rather than short-term fluctuations,
and regularly reviewing and rebalancing portfolios
are essential practices for success [22]. By
harnessing the power of compounding returns and
leveraging tax-efficient investment strategies,
individuals can accelerate wealth accumulation and
create sustainable income streams to support their
desired lifestyle in retirement [23].

In a research context focusing on Bank
Sulteng, the variables under study—Income,
Expenses, and Investments—hold significant
implications for the financial performance and
sustainability of the bank, particularly in the pursuit
of early retirement preparedness. Income would
encompass the bank's revenue streams derived from
interest income, fees, and other financial services
offered to customers [24]. Understanding the
sources and fluctuations in income is crucial for
assessing the bank's revenue-generating capacity
and profitability [25]. Meanwhile, Expenses would
involve the operational costs incurred by the bank,
including personnel expenses, administrative costs,
and overhead expenses such as rent and utilities.
Analyzing expense patterns enables the bank to
identify opportunities for cost optimization and
efficiency improvements. Lastly, Investments
would encompass the bank's investment portfolio,
including securities, loans, and other financial assets.
Evaluating investment strategies and portfolio
performance is essential for managing risk exposure
and maximizing returns, thus contributing to the
bank's financial health and ability to support long-
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term growth objectives. Therefore, investigating
these variables within the context of Bank Sulteng
provides valuable insights into its financial
management practices and overall resilience in
achieving early retirement preparedness.

In the context of research focusing on Bank
Sulteng, several phenomena or challenges may arise
that warrant investigation. One significant
phenomenon could be the impact of economic
fluctuations or external market conditions on the
bank's  financial  performance, particularly
concerning its income generation and investment
portfolio management. Economic volatility, such as
changes in interest rates or shifts in market sentiment,
can significantly influence the bank's revenue
streams, profitability, and the value of its investment
holdings. Additionally, challenges related to
expense management and operational efficiency
may emerge, especially in the face of rising costs or
regulatory compliance requirements. Moreover,
phenomena related to customer behavior, such as
changing preferences in banking services or shifts
towards digital banking channels, could pose
challenges and opportunities for Bank Sulteng in
maintaining competitiveness and relevance in the
industry. Investigating these phenomena within the
context of Bank Sulteng can provide valuable
insights into the bank's resilience, adaptability, and
overall performance in navigating dynamic market
environments.

The primary objective of the research is to
comprehensively examine the financial dynamics
within Bank Sulteng, specifically focusing on
income, expenses, and investments, with the
overarching aim of enhancing the bank's financial
resilience and sustainability. By delving into these
key variables, the research seeks to identify patterns,
trends, and potential areas for improvement in the
bank's financial management practices. Additionally,
the study aims to provide actionable insights and
recommendations to optimize income generation,
streamline expense management, and enhance
investment strategies, thereby bolstering the bank's
ability to achieve long-term growth objectives and
effectively navigate challenges in the dynamic
banking landscape. Ultimately, the research aspires
to contribute to the advancement of knowledge in
banking and finance, while also providing practical
implications for Bank Sulteng to strengthen its
position and fulfill its mission of serving customers
and stakeholders effectively.
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Table 1. Path Analysis (Direct Effects)
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Gambar 1. Research Framework

RESEARCH METHODS

The research methodology involves
employing a quantitative approach with a random
sampling technique to select 100 customers of Bank
Sulteng as participants. The study aims to
investigate the financial dynamics within the bank,
focusing on income, expenses, and investments.
Random sampling ensures that every customer in the
bank's population has an equal chance of being
selected, thus providing a representative sample for
analysis. The data collected from the sample will be
analyzed using the Smart PLS (Partial Least
Squares) analysis tool, which is suitable for
structural equation modeling (SEM) in quantitative
research. Smart PLS allows for the examination of
complex relationships between variables and
provides robust statistical analysis, making it ideal
for this study's objectives. By employing this
methodology, the research aims to provide
comprehensive  insights into the financial
management practices of Bank Sulteng and offer
recommendations for enhancing its financial
resilience and sustainability.

RESULTS AND DISCUSSIONS

Multiple regression analysis is utilized in
this study to predict the value of the dependent
variable using the independent variables, as shown
in Table 1.

Path Original P- Decision
Sample  Value

In > Inv 0.45 0.032  Significant
Ex -> Inv 0.28 0.087 Not

Significant

In -> ERP 0.63 0.001  Significant

Ex -> ERP 0.41 0.015  Significant

Inv -> ERP 0.55 0.003  Significant
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The significant positive path coefficient
(0.45) from Income (In) to Investments (Inv)
indicates a noteworthy direct effect of income on
investment decisions among the sampled individuals.
This finding suggests that as income increases,
individuals are more inclined to allocate a portion of
their earnings towards investment activities. Such
behavior aligns with financial theory, where higher
income levels often correlate with greater capacity
for investment, enabling individuals to pursue
wealth accumulation and long-term financial goals.
This result underscores the importance of income as
a determinant of investment behavior, highlighting
its role in shaping individuals' financial decisions
and ultimately influencing their potential for wealth
creation and retirement preparedness.

The path coefficient of 0.28 from Expenses
(Ex) to Investments (Inv) reveals a non-significant
direct effect between these variables within the
studied sample (p = 0.087). This finding suggests
that variations in expenses do not significantly
influence individuals' decisions to invest. While
intuitively, one might expect a negative relationship
between expenses and investment, implying that
higher expenses could limit investment capacity, the
lack of statistical significance implies that other
factors may play a more prominent role in
determining investment behavior within this context.
Possible explanations could include varying risk
tolerance levels, investment knowledge, or personal
financial priorities among the sampled individuals.
Therefore, further exploration and analysis are
warranted to elucidate the intricate dynamics
between expenses and investment decisions within
this population.

The substantial path coefficient of 0.63
from Income (In) to Early Retirement Preparedness
(ERP) signifies a highly significant direct
relationship between these variables (p = 0.001).
This finding underscores the critical role of income
in shaping individuals' preparedness for early
retirement. A higher income level correlates
positively with enhanced early retirement
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preparedness, indicating that individuals with
greater earnings capacity are better positioned to
allocate resources towards retirement savings and
investments. This result emphasizes the pivotal
importance of income as a determinant of financial
independence and underscores the potential of
higher income levels to facilitate the achievement of
early retirement goals. Furthermore, it highlights the
significance of income optimization strategies and
income-generating  activities in  enhancing
individuals' financial security and readiness for
retirement.

The path coefficient of 0.41 from Expenses
(Ex) to Early Retirement Preparedness (ERP)
demonstrates a statistically significant direct
relationship (p = 0.015), indicating that expenses
play a notable role in influencing individuals'
preparedness for early retirement. This finding
suggests that effective management of expenses is
crucial for achieving early retirement goals. Lower
expenses or prudent spending habits are associated
with higher levels of early retirement preparedness,
as individuals can allocate more resources towards
savings and investments for retirement. The
significant impact of expenses on early retirement
preparedness underscores the importance of
budgeting, expense tracking, and lifestyle
adjustments in optimizing financial resources and
securing a comfortable retirement. Additionally, it
emphasizes the need for individuals to prioritize
long-term  financial goals over short-term
consumption to enhance their readiness for early
retirement.

The path coefficient of 0.55 from
Investments (Inv) to Early Retirement Preparedness
(ERP) highlights a highly significant direct
relationship (p = 0.003), underscoring the critical
role of investments in shaping individuals'
preparedness for early retirement. This finding
suggests that individuals who prioritize investments
are more likely to achieve higher levels of early
retirement preparedness. Investments serve as a key
mechanism for wealth accumulation and long-term
financial security, allowing individuals to generate
passive income streams and build a robust
retirement portfolio. The significant impact of
investments on early retirement preparedness
underscores the importance of strategic investment
planning, asset allocation, and risk management in
achieving financial independence and retiring early.
Additionally, it highlights the need for individuals to
adopt a proactive approach to investment and
harness the power of compounding returns to secure
their financial future in retirement.

The next test is an indirect test which is
presented in the following table:

Table 2. Path Analysis (Indirect Effects)

Path Original P- Decision
Sample  Value
In->Inv > 0.25 0.028  Significant
ERP
Ex > Inv > 0.18 0.065 Not
ERP Significant
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The indirect effect pathway from Income
(In) to Early Retirement Preparedness (ERP)
through Investments (Inv) demonstrates a
statistically significant coefficient of 0.25 (p =
0.028), indicating a meaningful relationship
between these variables. This finding suggests that
individuals with higher income levels are more
inclined to allocate a portion of their earnings
towards investments, subsequently leading to
enhanced early retirement preparedness. By
leveraging investments as a wealth-building tool,
individuals can augment their financial resources
and accelerate progress towards early retirement
goals. This result underscores the importance of
income not only in directly influencing early
retirement preparedness but also in indirectly
shaping it through investment decisions. It
highlights the role of strategic investment planning
as a key mechanism for achieving financial
independence and underscores the significance of
income optimization strategies in facilitating early
retirement readiness.

The indirect effect pathway from Expenses
(Ex) to Early Retirement Preparedness (ERP)
through Investments (Inv) exhibits a coefficient of
0.18, with a p-value of 0.065, indicating that the
relationship is not statistically significant. This
finding suggests that while there may be some
influence of expenses on early retirement
preparedness through investment decisions, it is not
substantial enough to reach statistical significance
within the studied sample. Despite expenses
potentially impacting individuals' capacity to invest,
other factors may overshadow this indirect effect,
such as income levels, investment knowledge, or
risk tolerance. Therefore, while prudent expense
management is crucial for financial stability and
wealth accumulation, its indirect impact on early
retirement preparedness through investments may
be less pronounced than initially anticipated. Further
exploration and analysis may be necessary to
elucidate the complex interplay between expenses,
investments, and early retirement preparedness
comprehensively.

CONCLUSION
This research provides comprehensive
insights into the factors influencing early retirement
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preparedness within the context of Bank Sulteng.
Through quantitative analysis employing Smart PLS,
it was found that income exerts a significant direct
influence on both investment decisions and early
retirement preparedness, highlighting its pivotal role
in shaping individuals' financial trajectories.
Additionally, investments were identified as a
significant determinant of early retirement
preparedness, underscoring the importance of
strategic investment planning in achieving financial
independence. However, while expenses showed a
direct significant impact on early retirement
preparedness, their indirect effect through
investments was not statistically significant. These
findings emphasize the critical role of income and
investments in facilitating early retirement
preparedness, while also suggesting the need for
further investigation into the nuanced dynamics
between expenses, investments, and retirement
readiness. Overall, this study offers valuable insights
for individuals, financial institutions, and
policymakers seeking to enhance financial literacy
and promote effective retirement planning strategies.
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