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Foreword
My wife and I spent our working lives as classroom teachers in Bedfordshire state
schools. We realised that the financial security of our family would depend on our
own efforts. We would never have high salaries and there would not be any large
inheritances. What we did have was a regular income so we could plan our future. By
the age of 30 and with two daughters we took the conscious decision to make monthly
investments to achieve capital growth. We also decided that we would not buy any
major item until we could avoid going into debt. The one exception was the mortgage
for the house but we chose the house as a place to live and not as an investment. It
was about this time that I met Tony and over the years we worked together to meet the
changing circumstances. At no point did investment cease even though the markets
fluctuated. By the age of 56, with both daughters established as homeowners and in
secure jobs, we were able to retire to rural Northumberland.
For the last 15 years of my employment I was the Head of a Sixth Form with over 400
students. The majority went on to university and needed an understanding of finance to
budget and to avoid the debts associated with higher education. It was very clear that
most parents were not informed about making sensible decisions in such matters. With
Tony’s help a financial programme was introduced into the curriculum and evening
meetings set up for parents to provide information and advice.
Tony’s book is a most welcome guide because it follows the principles which I believe
in – start young, be informed, be flexible, have the courage to stay invested and, most
of all, take responsibility for your own future security.
Richard Postlethwaite MBE
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pre-eminent profession because of changing demographics, an increasingly aged
population, the gradual erosion of the welfare state, increasing complexity and greater
individual affluence.
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Introduction
Why write a book called Wealth Magic?
Well, I’ve wanted to write a book for more years than I can remember. I’ve also had
an absolute fascination about the magic of money ever since I first formed Wealth
And Tax Management 32 years ago in 1986. At school I was a linguist and studied
French, German and English to “A” level. This was when I realised I had a passion
for communication. I was also good at Maths at school which explains my interest in
finance and anything numbers-related.
My career firstly as an accountant and subsequently as a personal taxation specialist
led me to taking an interest in personal financial planning. From the very start I loved
the creativity of personal finance, the ability to make money and save money quite
literally magically, really gave me a buzz of excitement. That same buzz remains with
me today. I still get very excited by creative financial planning. I can’t explain why. I
guess it’s no different to the artist who loves painting, the cyclist who loves cycling or
the rock climber who loves mountain climbing. It’s my passion.
The reason for writing this book is because I have a genuine interest in helping people
to achieve early financial independence so that they can really enjoy their lives. I’ve
advised many clients over the years and helped lots of them reach their goals of early
financial independence and happiness. I’ve seen what a great quality of life many of
them lead, doing what they like doing without any money worries.
We have a peculiar attitude to money in the UK. I sometimes hear people saying things
like “I don’t want to be rich”, “Money is the root of all evil”, “Money doesn’t interest
me.” Well, for me it isn’t about having lots of money per se. It’s more about having
enough money to be able to do what you want to do, when you want to do it and
without worrying about the financial consequences. This book isn’t just about getting
rich financially but being rich in all aspects of your life such as in relationships, your
health, your body, your life experiences and your work.
I firmly believe that anyone can achieve early financial independence no matter what
their background or financial position. I believe the starting point is having the right
mental attitude, a willingness to learn, discipline and decisive action taking.
The 21st century is going to bring with it unprecedented challenges and opportunities.
It will be an age of increasing entrepreneurism, decreasing bureaucracy, increasing
complexity, greater individual affluence, the decline of the welfare state and welfare
dependency and a growth in personal independence, especially financial independence.
This is what has driven me to write this book. I firmly believe that if you study it carefully
you too can achieve early financial independence and really enjoy your life.
Happy reading!
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Chapter 1:
Mindset
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“You cannot control what happens to you, but you can control your attitude
towards what happens to you, and in that, you will be mastering change rather
than allowing it to master you.” Brian Tracy

Why include a chapter on mindset?
If you truly want to get rich it is vitally important to get your mindset right first. Why you
might ask? Well quite frankly once you have the right mindset you are ready to start
your journey to riches. Without the right mindset you will not achieve your goals. Just
look around you. The vast majority of people in life are not financially successful. Why
is this? Because most people have the wrong mindset!

Vision
You have to start with your vision of where you want to be and when. You need to
literally visualise your future by having a clear picture in your mind of what success
looks like. The more specific you can be the better. So if for you that means owning a
5 bedroom house in the country with a Mercedes E Class saloon in the drive and your
partner by your side standing outside the house then write this all down, draw it and
make it as detailed and visual as possible.

The law of attraction
The brain is a wonderful organ. The more you focus on something the more likely it is
that all manner of opportunities will start to come your way. At first it will simply feel like
you are having a lot of luck or that things just mysteriously happen as if by coincidence
but that’s simply not true. There is a scientific reason behind it. It’s based on quantum
physics.
Basically we humans are made up of atoms which are the stuff that makes up all
matter and consist of protons and neutrons and are surrounded by electrons. Well
these atoms are in fact tiny and virtually hollow. When we think about something our
thoughts vibrate, they are sent out entering the Unified Field where they find vibrations
that are alike with the ones sent out and return them to us. In other words they attract.
Let me give you an example. Have you ever been thinking about someone and then
suddenly that person rings you? You think it’s just a coincidence but it’s not. It’s your
brain waves “communicating” with that other person, much like radio waves.
Rhonda Byrne, no relation, wrote a best-selling book called The Secret in 2006. It was
based on the law of attraction and claims that positive thinking can create life-changing
results such as increased wealth, health and happiness. I agree.
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Discipline
Discipline is so vital if you want to become wealthy. You really must develop and sustain
discipline in all aspects of your life even in the little things. As T Harv Ekker says “The
way you do anything is the way you do everything.” So don’t be undisciplined in any
area of your life because sloppy habits in seemingly unimportant areas can gradually
seep into larger more important areas.
Jim Rohn went from being not very well off to a wealthy man in just a few years by
being disciplined. He said that it’s easy to put off doing the easy things but equally it’s
just as easy to do the easy things. Basically he stuck at what he was good at, at what
he found easy, didn’t neglect it and his discipline paid off.
Warren Buffett, one of the world’s richest men, is the same. He simply will not waste
money even when spending relatively small amounts. It’s this discipline that has got
him to where he is today.

Positive Mental Attitude
Basically a positive mental attitude is tied in with the Law of Attraction which is the belief
that there is power in what you say and think. So if you think negative thoughts, you will
attract negative energy, and conversely positive thoughts will attract positive energy.
There really is nothing new, or new age about the concept. Many books have been
published in the last 100 years extolling the power of positive thinking but knowledge
of this power started long before the 20th century.
Ask and ye shall receive. Jesus
What you think, you become. Buddha
Are you a glass half empty or a glass half full sort of person? I’ve always been a glass
half full person. It’s really important to remain optimistic. As Winston Church once said
“I am an optimist. It does not seem too much use being anything else.”

Resilience
Throughout your life you will probably experience many highs and lows, good times
and bad, good health and poor health, prosperity and poverty, good relationships and
broken relationships. Throughout all of the challenging times you have to adopt a
resilient attitude, a thick skin and a determination to turn things around. Really this is
just an extension of a positive mental attitude.
It doesn’t mean you do not recognise the bad times. You will at times have to endure
real lows in your life and you will have to go through a mourning process at times. That
can’t be avoided. What you must do is decide you will not be controlled by events and
instead take control of your mind and decide you will have a good future. That way by
using the law of attraction you will get your life back on course.
11

Time management
Time is your most precious resource. It’s a finite resource. Use it wisely. Focus your
time and energy on the most important things in your life. Automate as many tasks as
you can, delegate wherever possible, hire somebody else to do tasks that are lowly
paid e.g. cleaning, shopping, washing, ironing etc. Use some of the many IT tools
available e.g. programs for your computer or apps for your mobile device. Invest in
attending a time management course and/or read books on the subject.
Consider employing a Virtual Assistant (VA). I know a successful business woman
who employs a VA who works from home in Thailand. Basically he’s her remote PA
and does everything for her even including her food shopping! He costs her US$500
a month for a 40 hour working week. Apparently that’s quite good pay still in The
Phillipines and he is very happy about the arrangement! She’s pretty chuffed too.

Focus
Focus your time on the most important tasks but not to the detriment of other people in
your life such as loved ones. This is really linked in with discipline and time management.
You should focus on your goals which should be written down. Some coaches advocate
you reading your goals out loud every day. Research has shown that if you have written
down your goals there is a much higher chance of them being achieved than if they
have not been written down.
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Association
Only associate with like-minded people. You do literally become like the people you
associate with. So if you associate with negative, small-minded, unsuccessful people
you will become the same as them. This may mean you have to make some radical
change in your life such as ending relationships, changing your circle of friends,
changing your job or business etc. However, in the long run it will be worth it.

Fitness
Fitness is so, so important. You literally cannot afford to ignore it. Your life really does
depend on it.

In the bible under Corinthians 6:19-20 it states that “your body is a temple.” Regrettably
the majority of people in the Western world these days abuse their bodies rather than
look after them.
There has been a lot of research which has proven that you will live a longer and
healthier life if you have a regular fitness regime. Also it has been discovered that your
brain works far better when you exercise regularly. In particular you need to participate
in aerobic exercise at least three times a week. At its simplest level this means that the
exercise must be vigorous enough to make you sweat. At the very least this means a
brisk walk for a minimum of 20 minutes three times a week. This is very much the bare
essentials. Ideally you should run, swim or bike ride regularly or even a combination of
all three if you are a budding triathlete!
Being fit reduces stress, exercises the heart (in fact it’s the only way the heart can be
exercised) and reduces the incidence of any number of illnesses but especially heart
disease, cancer and stroke.
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In his book Brain Rules, John J Medina has written a whole chapter on the importance
of fitness for the brain. He confirms that the risk of Alzheimer’s Disease is reduced by
60% if you aerobically exercise at least three times a week for 20 minutes. Fitness in
body fitness in mind!

Diet
Like fitness, a good diet is so, so important yet our Western diets are getting
progressively worse which has led to a huge increase in obese, unfit and unhealthy
people. Diabetes which is closely linked to obesity is becoming a disease of epidemic
proportion. Yet so much of this is avoidable.
Research shows that the level of fitness in the adult population in the UK is virtually
unchanged over the last 20-30 years yet the levels of obesity have grown dramatically.
Why is this?
The main reason is the low cost of food combined with the huge increase in the
availability and consumption of processed food. The main culprits are the supermarkets,
associated retailers and the food manufacturers who produce food that is high in sugar,
salt, fat and additives. These companies know full well that such ingredients are highly
addictive much like nicotine and alcohol are highly addictive too.
In addition to this there are various powerful food and drink lobbies such as the dairy,
meat and fish industries who constantly brainwash us with how healthy it is to consume
their products.
Personally I have been a pescatarian for a year after being a vegetarian for 24 years.
I became a vegetarian for health, not moral reasons, 25 years ago when I read the
statistics on the much greater probability of suffering from heart disease, cancer and
stroke from being on a carnivore diet compared to a vegetarian one. I was convinced
so I immediately stopped eating meat and fish altogether. I actually believe a vegan
diet is the most healthy diet you can have but I personally would find it too restrictive
and inconvenient to become a vegan.
Again there has been a lot of research conducted on diet and it is not inconceivable
than man was originally vegetarian but evolved over time into an omnivore. Certainly
whether or not you are a carnivore you should seriously consider eating lots of fresh
fruit, vegetables and salad in your diet. Ideally it should be organic too.
Well, whatever your view, there is little doubt in my mind, and independent research
certainly backs this up, that a carnivore diet is less healthy for you than a vegetarian,
pescatarian or vegan one. I will leave it to you to decide, based on the facts, what type
of diet you want. If you are a carnivore you should at the very least reduce or give up
consuming red meat.
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Meditation
Meditation isn’t something which many people in the West appear to practise but it is
very powerful indeed. It’s a great way of relaxing the mind and getting periods of rest
separate from your usual night’s sleep.
The important thing to do is to set aside a period of time each day for at least 20
minutes where you can sit somewhere peaceful, with nothing to listen to and simply sit
down and close your eyes. You need to clear your mind of everything. This is a very
powerful way of both relaxing and getting your brain to work away in the background
sorting out your various problems for you. It has a therapeutic and refreshing effect on
you. It inspires lots of creative thought and problem solving for you.
By the way, meditation isn’t solely limited to being alone in silence in a quiet room.
It can take many forms such as running, walking, cooking etc. These are all ways of
switching off or meditating.
Mahatma Gandhi apparently spent an entire 24 hours one day a week meditating.
His meditation was so powerful that it culminated in his leading India into peacefully
defeating the British and gaining its independence from the British Empire. Now that’s
a testimony for meditation if ever I heard one!

Yoga
Yoga books tell us that Yoga, as we all know, is aimed to unite the mind, the body, and
the spirit. Yogis view that the mind and the body are one, and that if it is given the right
yoga kit and tools and taken to the right environment, it can find harmony and heal
itself. Yoga therefore is considered therapeutic. It helps you to become more aware
of your body’s posture, alignment and patterns of movement. It makes the body more
flexible and helps you relax even in the midst of a stress stricken environment. This is
one of the foremost reasons why people need to start practising yoga - to feel fitter, be
more energetic, be happier and more peaceful.

Independence
It is very important to be self-reliant or independent of spirit. By all means listen to other
people’s views, do consider different arguments but make your own mind up about
things once you’ve appraised the situation yourself. The reason this is so important
is because it is in the human psyche to” follow the crowd” even when you know deep
down that it doesn’t make any sense. This is because it is human not to want to be
the odd one out. Many of the most successful people financially have displayed this
personality trait such as Warren Buffett, Steve Jobs and Richard Branson to name but
a few.
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Self-education
I cannot emphasise enough the importance of continuous learning and I don’t mean
the academic type of learning though it won’t do you any harm. What I’m talking about
is you being a student of success.
You will have heard of the saying “Readers are leaders” or “Earners are learners.” In
my experience it’s true. I’ve spent many years reading books, listening to tracks and
attending seminars run by successful people. It’s been a great learning experience.
No matter how much you learn there is always something new to learn or you may
simply need to be reminded of something you learned before but have forgotten.
I’ve put together a list of recommended books in the appendix to this book. I commend
these books to you.
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End of chapter tips on how to improve your mindset
If you are serious about getting rich it is a prerequisite that you get your mindset right.
There are several ways to improve your mental state which revolve around having the
right attitude.
You need to have a healthy diet.
It’s important to keep fit.
Use relaxation techniques such as meditation and yoga.
Be a lifetime learner and trust your own judgement.
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Chapter 2:
Investing
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“Money is better than poverty, if only for financial reasons” Woody Allen

What is an investment?
“Investment is the commitment of money or capital to purchase financial instruments
or other assets in order to gain profitable returns in the form of interest, income,
or appreciation of the value of the instrument. It is related to saving or deferring
consumption” (source: Wikipedia).
This is the dictionary definition of an investment but I think it is incomplete. A distinction
needs to be made between an investment and a bank or Building Society deposit. I
do not consider a cash deposit account to be an investment as such. This is because
such an account is not a real asset. A real asset being one that can keep pace with or
beat inflation. Historically a deposit account has been unable to maintain its real value
when taking into account inflation.

In my opinion a deposit account should only be used for rainy day money, as a buffer,
or for short-term needs e.g. a car purchase, home improvements or a holiday as well
as cashflow protection to cover 6 months’ living expenses in the event of your short
term ill health.
The renowned Barclays Capital Equity Gilt Study has been tracking asset returns since
1899, the study has repeatedly confirmed that shares outperform cash, corporate
bonds and gilts (government fixed interest stocks) many, many times over. The 2010
study, the 55th consecutive annual edition, showed that with dividends re-invested,
£100 invested in shares in 1945 would be worth £119,238 by 2010. £100 in cash would
have grown to £6,133, while £100 of government stocks would have produced £5,087.
At the time of writing inflation, as measured by CPI, the Consumer Prices Index,
stands at 3.0% whereas bank and Building Society deposits are generally only offering
interest at a rate of about 1% p.a. or less. Depositors are losing money in real terms
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(after adjusting for inflation). With inflation predicted to rise over the next few years the
outlook for cash depositors is bleak.
Interestingly despite the fact that shares have been proven to outperform cash deposits
over the long term there remains today 10 times as much money in bank and Building
Society deposits than is invested in shares. Why is this?

Investor psychology
The 55th edition of the annual Barclays Capital Equity Gilt Study published in 2010
contains a table highlighting the number of times that equities (shares) outperformed
cash and gilts (government fixed interest stocks) over different periods of time. Over 2
years equities outperformed cash 66% of the time. Over 10 years outperformance
was 91% of the time and over 18 years it was 99%!
Since the returns on shares have been proven to outperform cash deposits it is puzzling
why more people do not invest in shares. The reason they don’t appears to be their
perception of risk and fear of loss. I will cover risk in more detail in a later chapter.
My belief is that investors’ fears are largely misconstrued due to their ignorance of
investments. Most people have pensions which are primarily invested in shares yet
these very same people won’t invest in shares because they consider them to be too
risky!
Many of the very same people who have pensions are also property owners. Property,
like shares, rises and falls in value. Between 2007-2009 residential property prices in
the UK fell about 20% on average and, at the time of writing have not only recovered
that loss but appreciated considerably in value. These home owners were largely not
concerned about the fall in value of their houses at the time because they know that
over the longer term valuations are highly likely to rise, probably significantly. So unless
they needed to move in the short term they remained largely unconcerned.
I suggest that were these same people to transfer the same mindset to share investing
then they would benefit by achieving better long term investment returns than by
saving their money in deposit accounts. At the time of writing inflation, as measured
by CPI (the Consumer Prices Index) stands at 3.0%. Most bank and Building Society
deposit accounts are paying 1%-1.5% p.a. at best. In addition to this unless you are
invested in a Cash ISA or you are a non-taxpayer you will have to pay Income Tax at a
rate of 20%-45% on the interest you have earned. So virtually every cash depositor
in the UK today, with the exception of some people who have fixed interest term
deposit accounts from several years ago, is losing money in real terms (after
taking into account inflation).
Many investments have a high degree of protection which, combined with diversification,
offer investors potentially better returns than they can earn on cash deposits.
By being prepared to invest for the long term, meaning periods of 10 years or more,
I am convinced many people can look forward to early financial independence and a
comfortable and enjoyable life.
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The Rule of 72
No book on the subject of investments would be complete without mention of the Rule
of 72. So what exactly is the Rule of 72?
Albert Einstein is attributed with stating that “The most powerful force in the universe
is compound interest.” Whilst it is disputed that Einstein ever actually said that there is
no doubt that it is something he could have said. Let me explain why.
The Rule of 72 is simply a rule of thumb method for showing how long it takes to double
your money assuming a given interest rate or return on investment (ROI). You simply
divide the return (or interest rate) into 72 and the result is the number of years it takes
to double your money. So assuming an interest rate of 6% it takes 12 years to double
your money (72÷6). At an investment rate of return of 12% your money doubles in just
half the time i.e. 6 years (72÷12)!
Mathematicians have argued that it should really be the Rule of 69 because this gives
you a more accurate result. However, the number 72 is very useful to use as a rule of
thumb and when you don’t have a calculator because it is an easy number to divide
into. Let me demonstrate the power of compounding by giving you some examples in
the table below. These are all based on an assumed investment of £10,000.
Interest rate %

Number of years to double

Final value £

2%

36

£20,000

4%

18

£20,000

6%

12

£20,000

8%

9

£20,000

9%

8

£20,000

12%

6

£20,000
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Interestingly the number 114 can be used for calculating how many years it takes to
triple your money and 144 for quadrupling it. So for tripling your money the figures are
as follows;
Interest rate %

Number of years to triple

Final value £

2%

57

£30,000

4%

28.5

£30,000

6%

19

£30,000

8%

14.25

£30,000

9%

12.67

£30,000

12%

9.5

£30,000

For quadrupling your money the figures are as follows;
Interest rate %

Number of years to quadruple

Final value £

2%

57

£40,000

4%

28.5

£40,000

6%

19

£40,000

8%

14.25

£40,000

9%

12.67

£40,000

12%

9.5

£40,000

Interestingly the Rule of 72 can also be used to calculate how long it takes for the
purchasing power of your money to halve by inflation. So using the same example of a
£10,000 investment and an inflation rate of between 2%-12% gives the following time
periods for your money to halve in real terms i.e. after taking into account inflation.
Inflation rate %

Number of years to halve

Final value in real terms £

2%

36

£5,000

4%

18

£5,000

6%

12

£5,000

8%

9

£5,000

9%

8

£5,000

12%

6

£5,000

It is vitally important to take into account inflation when forecasting the value of your
investments in the future and the value of the income you will receive from them e.g.
when retired. You should always apply an inflation rate to your projected investment
value and projected income from it so that your forecast is realistic.
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Let’s assume the rate of return you make on your £10,000 investment is 6% per annum
net of inflation of 4% p.a., that you invest the money for 42 years and don’t touch it and
that you re-invest all income from that investment. The result will be as follows;
Investment return p.a.

Years

Investment value at
start of period £

Investment value at
end of period £

6%

6

£10,000

£20,000

6%

12

£20,000

£40,000

6%

18

£40,000

£80,000

6%

24

£80,000

£160,000

6%

30

£160,000

£320,000

6%

36

£320,000

£640,000

6%

42

£640,000

£1,280,000

If you are an investor, see the first two pages of this chapter, compounding is very
beneficial especially if you invest in real assets, in other words assets which are capable
of producing returns in excess of inflation such as shares and property. The last table
above could be assumed to be such an investment. As you can see the returns net
of inflation have produced a very large sum of money. If, however, you are merely a
depositor who invests only in bank or building society accounts for the same length of
time as the investor then the real value of your money, assuming an interest rate of 2%
p.a. net of inflation of 4% p.a. over the same 42 years period will be as follows;
Investment return p.a.

Years

Investment value at
start of period £

Investment value at
end of period £

2%

36

£10,000

£20,000

2%

42

£20,000

£22,523

Clearly the investor is significantly better off than the depositor over the same
investment term.
As you can see this is powerful stuff. On the one hand it is great news for investors but
on the other hand it is poor news for depositors. However, the news is even worse for
borrowers. Again let me explain why.
Compounding works very strongly in favour of lenders and very badly against borrowers
especially when interest rates are very high. Interest rates are particularly high for
unsecured debt such as credit cards, personal loans and overdrafts.
Let’s assume an overdraft rate of interest of 12%, personal loan interest of 18% and
credit card interest of 24%. Without any debt repayments, e.g. when the borrower is in
financial difficulty, a debt of £10,000 will increase at the following rates.
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Number of years

Overdraft 12%

Personal loan 18%

3

£20,000

4
6

£20,000
£20,000

8

£40,000
£40,000

9
12

£80,000
£40,000

£80,000

15
£160,000
£80,000

20

£640,000
£320,000

21
24

£160,000
£320,000

16
18

Credit card 24%

£1,280,000
£160,000

£640,000

£2,560,000

You will have noticed that the amount by which your debts can rise in value is far higher
and much quicker than your investments and deposits. Why is this? Well, it’s because
of the penal interest rates payable by borrowers.
This table demonstrates why you should not as a rule borrow money other than to
buy your own home. See later chapters on budgeting and debt management for more
details. It is virtually always better to save to buy things rather than to borrow.
It is no surprise that up until the credit crunch in 2008 that banks have been amongst
the most profitable companies worldwide with a business model that works this way!

How to turn £1 a day into £1 million
If you don’t have a lump sum to invest don’t worry. Saving money monthly can be
a very powerful way to increase your wealth by harnessing the power of compound
interest. Let me demonstrate this by a simple example. For most people £1 is not a lot
of money. Because it’s not much it is all too easy to not take it seriously. It’s easy to
waste a pound. After all wasting a pound isn’t going to change your life is it? Well think
again. Did you know that by saving just a pound a day you can become a millionaire?
Take a look at the following table to find out how long it takes to turn £1 a day into £1
million.
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Monthly savings £

Interest rate %

Number of years

Value £

30

10

57

1,026,688

30

20

32

1,025,859

30

30

23

1,092,676

30

40

18

1,071,057

30

50

15

1,117,457

So the next time you dismiss a £1 as a small amount of money stop yourself. Remind
yourself that this coin is in fact a money seed, one that can grow into £1 million. Much
like seeds planted in a field can produce lots of crops. Well money is like that too. A
small amount of money, even a pound, can grow into a lot of money as long as it is
invested well. You truly reap what you sow!
Now you may be wondering how is it possible to earn a rate of return of up to 50% on
your money. On the surface this will appear very optimistic but in practice it is possible
but only if you are prepared to invest differently. One way of doing this is by the use of
borrowing.

Save 10% of what you earn and become a millionaire,
guaranteed
At the time of writing the average salary in the UK is £27,600 a year. After deducting
Income Tax and National Insurance that leaves you with net pay of £1837 per month. If
you were to save 10% of your net pay i.e. £183.70 p.m. and make a return of 10% p.a.
over a period of 40 years (a typical career length) your investment would have grown
to £1,171,414.53!
Interestingly even those people earning just the average salary will earn £1,104,000
(£27,600 x 40 years) during their career. It’s surprising just how little money most
people have to show for a working lifetime’s earnings.

How to double your money daily and make a fortune
If you were an IT consultant and you were offered £1 million to complete an IT project
for a businessman over a 31 day month or instead 1 penny that doubled every day for
the same period of time which offer would you accept? Instinctively you would accept
the £1m offer wouldn’t you? Well you would be wrong to do so as the following table
shows.
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Day

£

Day

£

Day

£

1

0.01

11

10.24

21

10485.76

2

0.02

12

20.48

22

20971.52

3

0.04

13

40.96

23

41943.04

4

0.08

14

81.92

24

83886.08

5

0.16

15

163.84

25

167772.16

6

0.32

16

327.68

26

335544.32

7

0.64

17

655.36

27

671088.64

8

1.28

18

1310.72

28

1342177.20

9

2.56

19

2621.44

29

2684354.40

10

5.12

20

5242.88

30

5368708.80

31

10737417.60

Interestingly you would have been better off accepting the 1p per day doubling every
day for 31 days rather than taking £1 million as your earnings would have been for
more than £10 million!

Borrowing to invest
Whilst consumer debt should be avoided at all costs, borrowing against the value of
a property or an investment portfolio can make a lot of sense because it enables you
to increase your investment returns. Let me demonstrate this to you by way of an
example.
Let’s suppose you buy an investment property for £200,000 cash and it grows in value by
50% over 7 years. That means you’ve made a profit of £100,000. That’s an investment
return of 5.8% a year. If instead you had borrowed £140,000 and invested just £60,000
cash to buy the same property your investment return increases to 14.1% a year. If
on the other hand you had been able to borrow £170,000 and invested just £30,000
cash your investment return increases to 24.2% a year! The return is calculated solely
on your cash investment and is based on the assumption that the property is let to a
tenant with the rent covering the mortgage repayments on an interest only basis and
assumes no fees for the sake of simplicity.
You can even borrow against other investment assets such as shares, investment
funds, pensions etc. Some banks will offer very competitive lending rates currently for
this type of borrowing with rates as low as 2% over the LIBOR rate (0.5% at the time
of writing) i.e. a rate of 2.5%. Typically you may borrow 50%-70% of the value of your
investments and the bank will expect to take a charge against them.
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Become the bank
It is becoming increasingly popular for private investors to lend money where the
borrower is unable to raise finance from the bank. One method is to lend to private
businesses. Another popular method is to lend to property investors and agree a
predetermined share of the profits, a fixed monetary return or simply an interest rate
to compensate you for the risk e.g. 6-10% or more per annum. In this situation you
effectively take the role of a bank lending money as a bridging loan. You can even get
security for your loan by taking a second charge against the house or even a charge
against some or all of the businesses’ or its owners’ assets. Certainly investment
returns of 7%-10% or more per annum are possible. There is a higher risk with this
type of investment but as long as you carry out your due diligence, assess the risk and
make an informed decision based on the facts you are likely to be successful more
often than not.
There are private lending organisations also known as peer to peer lenders, which
have been formed and have a good track record such as Zopa. This company matches
private borrowers with private lenders. It has been established since 2005 and has
been trading successfully. It is currently offering interest rates to depositors of 4%4.6%p.a. They have 76,000 investors and institutions have lent over £3.02 billion with
them.
All borrowers are credit rated and only those who are credit worthy are allowed to
borrow money. The way it works is by pooling together lenders’ and borrowers’ money
so that the risk is shared. So if for example £500 is borrowed by someone the risk may
be shared by 50 lenders who lend £10 each.
These are just some examples of how you can increase your investment returns.
Nonetheless, you can see that it is perfectly possible to achieve greater investment
returns by being open-minded about how and where you invest your money.

Creative property buying and selling
Did you know that as many as 30% of homeowners cannot sell their property because they
have little or no equity? Equally about 30% of potential property buyers either cannot get a
mortgage or cannot save enough money to fund the large deposits now required by lenders.
As a result a new creative property buying and selling market has emerged otherwise
known as seller finance which basically involves bypassing the banks. These creative
techniques are more prevalent in the New World and especially in Australia where it is
estimated that 11% of all property transactions are now carried out this way.
The two most popular techniques are known as lease options and instalment contracts.
Under both methods the buyer takes responsibility for the seller’s mortgage by entering
into a legal agreement to make the monthly mortgage payments. Usually the contract
is for a short period of up to 3 years.
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Under the lease option agreement the buyer enters into an Assured Shorthold Tenancy
Agreement with the seller and also sets up an option agreement to buy the property
at a fixed price agreed at the start of the tenancy for an agreed number of years in the
future. The buyer has the option but not the obligation to buy the property. An option
price is agreed between the parties which the tenant buyer pays. It can be as little as
£1! Both the deposit and the monthly repayments are treated as repayments of the
purchase price if the option is later exercised by the buyer.
With an instalment contract the buyer actually exchanges contracts with the seller
but agrees a deferred completion date of, say, 3 years later. The buyer enters a legal
agreement to occupy the property from the date of exchange. A deposit is paid by
the buyer to the seller. The buyer then pays monthly instalments to the seller who
effectively becomes the bank. The monthly instalments are paid off of the vendor’s
outstanding mortgage balance.
This can be a very profitable way to buy and sell properties because you can structure
the deals to virtually guarantee you a profit every time. The profit usually comes in
three ways – an upfront lump sum, a monthly surplus cashflow and a back end profit
when the property is sold. Because you are catering for a market which traditional
lenders and estate agents cannot service, you are able to make a profit on the
difference between the buying and selling price of the property as well as the monthly
repayments. Buyers will, for example, pay typically 7% above the market price for the
property because they cannot get a mortgage or save enough money for the deposit
so a new market price is created!
We are highly likely to see a large increase in these types of property transactions in
the UK in the next few years.

Pound cost averaging
Pound cost averaging is a way of investing your money to reduce the risk of buying
just before prices begin to fall. It is a particularly useful method to use when prices
are volatile and unpredictable. It involves drip-feeding your money into the investment
typically over a period of , say, 6-12 months rather than investing 100% of your money
at the start.
In the situation where prices fall for the next 6 months then rise back to the original
prices 12 months later you benefit from buying units at a lower average price per unit
than if you were to invest all of your money at the beginning.
Let me demonstrate this by way of an example. An investor has £12,000 to invest.
He has the choice of investing £1,000 per month for 12 months or £12,000 up front.
The first table below shows the value of his investment on a cumulative monthly
basis. The second table on the next page shows the value of his investment based on
investing £12,000 at the outset.
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Value of units bought investing £1,000 per month
Month

Price per unit
(£)

Units
purchased

Cumulative no.
units

Cumulative
value (£)

Jan

2.0

500.00

500.00

1000.00

Feb

1.9

526.32

1026.32

1950.00

Mar

1.8

555.56

1581.87

2847.37

Apr

1.7

588.24

2170.11

3689.18

May

1.6

625.00

2795.11

4472.17

Jun

1.5

666.67

3461.77

5192.66

Jul

1.5

666.67

4128.44

6192.66

Aug

1.6

625.00

4753.44

7605.50

Sep

1.7

588.24

5341.68

9080.85

Oct

1.8

555.56

5897.23

10615.02

Nov

1.9

526.32

6423.55

12204.74

Dec

2.0

500.00

6923.55

13847.09

Value of units investing £12,000 at outset
Month

Price per unit
(£)

Units
purchased

Cumulative no.
units

Cumulative
value (£)

Jan

2.0

6000.00

6000.00

12000.00

Feb

1.9

6000.00

11400.00

Mar

1.8

6000.00

10800.00

Apr

1.7

6000.00

10200.00

May

1.6

6000.00

9600.00

Jun

1.5

6000.00

9000.00

Jul

1.5

6000.00

9000.00

Aug

1.6

6000.00

9600.00

Sep

1.7

6000.00

10200.00

Oct

1.8

6000.00

10800.00

Nov

1.9

6000.00

11400.00

Dec
2.0
6000.00
12000.00
				
As you can see the investor, in this example, has achieved a return of £13,847.09 by
investing monthly rather than breaking even by investing 100% of his money at the
start. In practice the monthly saver has achieved an even greater return because he
has earned interest on his uninvested cash each month too.
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You should bear in mind that the opposite could happen too. Prices could rise for 6
months then fall for 6 months in which case the monthly saver will be worse off.
However, you should bear in mind that this is a risk aversion strategy for a more
cautious investor. An investor using a “pound cost averaging” or drip-feed” approach
will buy at an average lower price than by investing all of his money up front at any
high point during the year.

Interestingly the monthly saver in this example achieved a compound annual return of
31% compared to 0% for the lump sum investor! This is without taking into account the
interest he would have earned on his bank deposit balance of £12,000 (decreasing)
throughout the year.
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End of chapter tips on how to improve your investing skills
Invest in real assets such as shares and property
Use the Rule of 72
Use compounding
Save 10% of what you earn and benefit from pound cost averaging
Use borrowing to gear your investments
Become the bank
Use seller finance to buy property
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