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How to Use This Book

Hello and welcome to the start of taking control of your money away from the banks and into your own hands. This is a reference book for anyone wanting to make money for themselves.

You don’t necessarily need to read it all, though. Here’s a guide to getting the most out of it, depending on your circumstances:

Chapter 1: Basic
Rules Use this chapter to re-think how to think about money: what it is and what it means to you; how to use and not abuse it. This chapter is for everyone, from those in debt to those with cups overflowing. Use this chapter to get an understanding of the value of money and not have someone else take it from you. Everyone should read this one.

Chapter 2: Order of Importance
Are you wondering where to start? You know you need to save and invest but you just don’t know how to take the first step. This chapter will show you the best order to do everything so that you maximise your money and minimise the hassle. This is a useful chapter for everyone. Read it!

Chapter 3: How to Save
No one should start investing until they have built up a good savings safety net. This chapter is for you if you’re out of debt but you’re struggling with saving and you would like to get help on how to do it the best way.

Chapters 4, 5, 6 and 7
These chapters give you the information you need to get started with your investment portfolio. They cover the four main ‘asset classes’ that any investor should consider – shares, pensions, bonds and property. Everyone should have a mix of investments and these chapters will help you decide how to divide up your money between the different products. It’s worth reading them all through and then going back to different sections to find out more about products you’re still not sure about.

Chapter 8: Taxation
Yes, I know it looks boring but, honestly, everyone should read at least half of this chapter. The more you know about how to avoid tax, the richer you will be.

Chapter 9: Odds and Ends
This is my ‘outside the box’ chapter – most relevant for those with some capital and looking at more diverse ways of investing, from art to gold. Once you’ve invested in two or more of the basic asset classes in Chapters 4–7, have a look at these ideas.

Chapter 10: Products to Avoid
Definitely give this chapter at least a quick read. In this age of lies, confusion and financial services playing on our innocence, this chapter is my plea to you not to believe in the silly products the banks want you to ‘invest’ in. You have been warned!


Introduction


What they want you to do: continue in a state of ignorance so that you can be sold any overpriced financial product they can make money from.

What you should do: read and digest this book; make your own investment decisions and calmly invest regularly over time to create a rich future.



Welcome to the brave new world of beating the banks at their own game!

For far too long we’ve allowed ourselves to believe that our banks and building societies exist to serve us. We have believed that our bank managers think and act like Mr Mainwaring in Dad’s Army, that they have our best interests at heart and that they give us genuine, honest advice.

No way! It hasn’t been like that since the 1980s when Thatcher’s government opened the doors for unbridled commerce in high-street banks and allowed the suits in the City to get into all types of trading. When I say ‘all types’, remember the American ‘sub-prime mortgages’ debacle and how people in the Midwest defaulting on their home loans somehow caused some of our biggest (and many smaller) banks either to fold or be bought or bailed out? Well, there’s an example of this ‘trading’ for you!

Since the commercial 1980s banks and building societies have become nothing more than money shops. They run and operate with their eyes totally on profit margins under the guise of ‘care, service and protection’. But really the only difference between them and second-hand car salesmen is that our bank ‘managers’ don’t wear medallions (well, not at work anyway).

The problem is, we carried on treating the banks as though they still had the same values as they had in the 1940s. We still believed that Mr Mainwaring was running things, whereas he had already been made redundant and the boys in white socks were sitting in his seat.

What we all need to get our heads around is the fact that all of these institutions are in the business of making money. They exist to make a profit – THEY ARE NOT THE NHS. I can’t tell you how many times I have reiterated this on TV and radio and in print. Even the trusted Post Office bank is backed by the commercial Bank of Ireland. That friendly and free financial adviser recommended to you by your estate agent doesn’t charge you because he’s raking in the cash through commissions on dodgy products he advises you to have – this type of financial adviser is less adviser than salesman.

These businesses exist to make money. In fact, in the case of PLCs (such as the major banks, for example), technically their only responsibility is to their shareholders who, in turn, only want them to make a profit. In making those profits you would think that they should be mindful of their customers too, but for the last 20 years or so, they haven’t had to care much because we took the rubbish they sold us without complaint.

How Northern Rock Rocked Our World

Remember the day back in August 2007 when queues of people lined up outside Northern Rock to take their money out? It was like that scene in It’s a Wonderful Life when there’s a rush on James Stewart’s savings and loans operation.

Until that day in August 2007 most people comfortably thought that their money was safe in banks . . . safe as houses! Here was when the nation began to wonder if their money should be better stored under their mattress. Safe manufacturers sold more safes in 2008 than they had in the last 30 years. Never before had the nation really considered the small print when we opened an account. We worked, we put our money into the bank confirmed by a monthly slip of paper, we never saw it or considered it, and then suddenly BANG . . . like a shot in the head, all but the filthy rich realised they had no power at all.

For years we’ve been fleeced, conned and sold down the river. We just didn’t realise it properly until the crash that started in 2007 hit us, and suddenly all that seemed stable and part of the fabric of society revealed itself as rotten at the core and built on lies and dodgy dealings – mostly against us, the consumers.

It’s not just the banks, of course. Building societies, financial advisers (or rather, financial salespeople), investment houses, insurance companies, brokers . . . you name them, have had their snouts in the trough, profiting from our naive trustfulness and, frankly, ignorance. They have sold us overpriced and underperforming investments, expensive insurances that we don’t even need and savings and current accounts that have cost us money rather than made it.

The Time-Bomb is Ticking – We Have to Take Things into Our Own Hands

One of the reasons why we have believed in banks for so long is that as a nation we have kept believing that the state would look after us from cradle to the grave. And we saw the big high-street banks as somehow part of that state, even though we have never had a state-run high-street bank (apart from the Girobank which lasted from the late 1960s to 1989 when Alliance & Leicester bought it).

In the last 30 years the majority of state provisions have either been significantly reduced or taken away completely. The problem is, we haven’t noticed – or haven’t wanted to notice – and we have continued to live as if all our personal needs would be taken care of by the government.

Now we have to grow up, wake up and smell the overpriced coffee shop skinny mochaccino. We have to realise that the state will not, cannot, provide for us in the way that it promised back in the mid-twentieth century. It can’t fund our retirements, beyond the most basic provisions; it can’t provide free care homes for all those who will need them in the future; it has already stopped providing tertiary education for free; our healthcare system cannot cope with the increasing demand and no one can be guaranteed a job for life.

All this is happening just at the time when life expectancy has massively increased (which is a good thing) but we are putting proportionally less and less into our retirement funds (which is a bad thing). Still believing that the state will provide and anyway ‘I might die tomorrow’ (I’ve had that said to me a few times by debtors in their twenties), we are spending the money we should be putting away on meals out, nightclub sessions, the latest fashions and yet another holiday in Ibiza.

We’re setting ourselves up for an impoverished old age. Right now the basic state pension pays just £95 a week. Pensioners are supposed to manage on that. Can you imagine what it’s going to be like in 20, 30 or even 40 years’ time when we have an even greater proportion of people over 70 in the population and fewer of working age to support them?

We have to take financial responsibility for ourselves and, particularly, for our future. This book will help you do that.

How This Book Will Help

My aim is that you learn to do as I do: spend a bit of time reading up and researching the best kind of products to invest in; put money in these products on a fairly regular basis; keep an occasional eye on how they’re doing, then go out and HAVE A LIFE.

Seriously, it doesn’t have to take all of your time and thought. Nor does it have to take all of your money. You can still go out and enjoy yourself here and there. In fact, my view of money is that it is simply there to support the lifestyle that you want. Money is not something that should take up any more of your time and energy than it absolutely has to. When you do have to think of it, it should be as your servant, not your master. Money is not to be feared nor revered. It is a servant, a tool. With the right knowledge you can make it grow on its own with very little effort from you, other than being willing to sacrifice a few inessentials now for bigger essentials later on.

Marketing departments in banks, insurance companies, credit-card providers, investment funds and the like try to get us worked up about money – either playing on our fear of disease and poverty (insurance companies) or our excitement at the prospect of making easy money quickly (investment funds).

With this book you will learn to ignore their persuasive messages, and to take with a pinch of salt the over-excitement in TV programmes and newspapers about the latest investment trend. It will teach you to think for yourself and go your own way. It’s the only way to follow.

What I really want to do with this book is give you back the power . . .

•   This book will give you the tools to save and invest for your profit, not for the banks’ profit.

•   It will also give you the confidence to invest for real growth and real wealth for your future (and your family’s future) without spending any more time and effort on it than you need to.

•   This book will help you think for yourself – not think with the crowd, because one sure way to lose money on investments is to follow the herd.

•   It will help you empower yourself to spend and invest to give you the most profit and the least wastage by putting your money in cheap and effective products rather than overpriced, packaged ‘investments’ thought up by profit-hungry banks and institutions.

•   It will also show you how to do your own research (it’s really not that hard) so that you can tell when financial institutions are trying to sell you rubbish and when you’re actually being offered something decent.

Because we really need to take back the power now more than ever. I was in debt once. I owed £10,000 and paid it off in a year. It was the best thing I ever did because it forced me to learn how the system works and how easy it is to fall into the trap of over-spending and ignoring the mounting interest on bills. As soon as I had my ‘light-bulb moment’, when I realised just how much interest I was pouring into the bank’s coffers, I changed my ways totally. I worked solidly (seven days a week sometimes) to earn extra, I sold anything I could find that I didn’t need anymore and spent not a penny more than I had to. I learnt my way through hard graft. I have learnt the system that most of us fall into and here I will show you how to truly live a richer life.

Remember – this is a fight for your money! And I want you to be able to use this book as your armour to BEAT THE BANKS!


What they want you to think: that you should follow blindly whatever you’re told and let the ‘professionals’ play with your money.

What you should think: that you can, and will, think for yourself and act for yourself, investing, with the help of this book, in a simple, easy and effective way to provide you with a good income when you need it.




Chapter 1

Basic Rules

We get so much financial information thrown at us from every direction now.

Each day we’re being targeted by so many different financial and insurance companies that it’s difficult to sift out the good advice from the sales nonsense. Everyone is trying to sell us something and the confusing messages we get from the media don’t help.

We’re being sold financial products in the supermarket, on the Internet, on the TV, on the radio, in newspapers, on buses and billboards . . . But we always thought we could trust the banks – until now. Since the financial crash that devastated 2008 and the instability and turbulence of 2009, we’ve realised that we can trust banks even less than the others!

In that case, why invest at all? Surely what we’ve learnt from all this financial uncertainty is that keeping our money in a box under the bed is the most secure way of saving! Why should we invest when we don’t trust the people we’re supposed to be entrusting our money to? But even in these difficult times there are basic principles that you can follow that will help you sort the wheat from the chaff and become a smart and savvy investor:

•   Save before you invest

•   Spread your bets

•   Think for yourself

•   Be a contrarian

•   Get information

•   Let your head rule your heart

•   Be regular

•   Protect what you have

•   Watch the tax

•   Avoid wasting the money you have

•   Change investments as your life changes

•   Shop around

•    Don’t think about it too much

Keep these rules in mind all the time. If you do you will find that gradually the mist will clear and you will be able to spot products to avoid. Also, you will start to invest intelligently and with confidence. After a while, you might even add a rule of your own!

You see, really investing well for your future isn’t about picking the right products or putting your money in the markets at the right time or being ‘clever, clever’ and knowing the secrets that no one else knows. It’s about the way you think. It’s an attitude of mind – a strong, independent, confident and informed one.

That’s why I’ve made this list of rules the first chapter. I recommend that you read this one and the next chapter thoroughly, even if you skim through all the rest. Get a grasp of the basic principles and the fundamental ways to think. Make these your guides, your questions to yourself. They will protect you and your family’s futures.

These will enable you to make sensible decisions; to hold your ground when all around you are either frightened or overly enthusiastic about a particular sector (like property or tech companies or corporate bonds or whatever happens to be in fashion) and often to do what sometimes seems boring now in order to have a glamorous time later on.

So read, and reread, the rules then go further into the chapter and learn how to think – for yourself – so that you can outwit the City boys and the banks and your supercilious brother-in-law who thinks he knows how to make money but actually doesn’t. Get the knowledge and you’ll do better than the rest.


What they want you to do: buy any financial product they’re peddling that makes them loads of profit and, therefore, loses you money.

What you should do: ignore all the sales stuff, read through this book and make up your own mind about what you want to invest in.



The Rules

SAVE BEFORE YOU INVEST

As you will see in Chapter 2, there’s an order in which to do things if you’re going to make the most of your money short term and long term. There is no point investing for the future if you haven’t get enough ‘liquid’ cash saved up to dip into for short-term expenses. By ‘liquid’ I mean ‘easy to turn into ready cash and get hold of’. And before you set up a savings account, you should make sure you’re out of debt.

As I show in Chapter 3, you need to have enough money, that you could get your hands on at a moment’s notice, to keep you and your family going for a few months if everything went pear-shaped, or even if it’s just a case of needing to replace the boiler or the family car.

The important thing is that you should not have to cash in long-term investments in order to cope with present expenses. Long-term investments can go up and down in the short term and you might find yourself having to sell just when the market is low. Also, many good long-term investments take a long time to sell (such as property) and that can be too late for immediate needs.

SPREAD YOUR BETS

The biggest and loudest message I want to put across to everyone who wants to invest for the long term is SPREAD YOUR BETS.

As you will see from all the chapters in this book, the message continues from start to finish: DON’T put all your eggs in one basket, DO mix your investments. In other words, diversify.

The main reason I say this is because nothing in investing is certain. No one has a crystal ball and no one can tell you what is going to happen in the future. Nothing, no investment, not even houses, is as safe as houses. You cannot rely on any one asset class to create a nice pot of money from which you can receive a decent income later on.

The best thing, always, is to spread your investments across at least three different asset classes – by ‘asset classes’ I mean different types of investments such as shares, property, bonds and the like.


What they want you to do: invest in packaged-up, ‘unit linked’ products that apparently spread your investments for you but do it at a high cost.

What you should do: pick different asset classes yourself that you want to put your money in and spread your money yourself.



THINK FOR YOURSELF – DON’T JUST FOLLOW ADVISERS

The next most important point of this whole book is that if you’re going to beat the banks and make some sensible money for yourself (as opposed to lining their pockets) you have to THINK FOR YOURSELF.

Of course, as you’re reading this book (and you will be following it up by checking the online resources at Moneymagpie.com, Fool.co.uk, Investorschronicle.co.uk among others) you are already thinking for yourself, which puts you head and shoulders above the vast majority of the country.

Keep it going. Develop (if you haven’t already) a healthily sceptical approach to all claims made by banks, investment managers, fund managers, financial advisers and even financial websites.

Some will be good – financial advisers that charge a fee for their advice are likely to be half decent at least. Financial planners can be very helpful if you get the right one (see page 316 in Appendix 2 for advice on how to choose a good one). Some funds (if you pick the right ones) make money and some websites can be a fantastic source of information and help in your quest to manage your investments well.

Generally, though, most will be just out for your money. It’s easy to be swayed, so keep reminding yourself, particularly when faced with a new type of investment that sounds like big, easy money, that they’re not on your side.

Remember, when it comes to investments, if it sounds too good to be true, it is. Never wrong, that one – never!


What they want you to do: buy investments that make nice fat commissions for advisers and nice fat charges for the fund managers.

What you should do: think for yourself, invest in cheap, simple products with low charges and very little packaging.



BE A CONTRARIAN – DON’T FOLLOW THE HERD

Make your own decisions rather than following what everyone else around you is doing.

It’s not just financial organisations that can persuade us to lose our money in bad investments. The media, friends and family, colleagues and people down the pub seem to have a strange compulsion to get us to throw our money away with them.

In the 1990s everyone said that anything with dot-com at the end of it was a surefire money maker – until the bubble burst in 2001 and many lost millions (literally). Then at the start of this century all the TV programmes and everyone’s dinner party guest went on about how property was the only way to invest. Now, in some parts of the country, it will take years for houses to get back to the prices they were in 2007.

Remember, even top investors and businesspeople can be fooled if they let greed (particularly) and fear rule them. Don’t be like them. Think for yourself and only invest if you think it’s a good idea, not because your friends say it is.

Be different. Be a contrarian. Wear your pants on your head. Dress like it’s 1979. Eat cake for breakfast if you feel like it. Sell property when everyone else is buying and buy shares when everyone else is selling.

As a great investor (and one of the richest men in the world) said, ‘Be fearful when others are greedy and greedy when others are fearful.’ It’s possible that people are right to be fearful at a certain point (not often) so don’t simply buy stuff while they’re selling because it’s cheap. Think about what it is that’s being sold – it may not be worth the money even at that cut-down price. Don’t be caught up in the excitement of possibly getting a bargain.

GET INFORMATION

You really can manage your money and invest for your future as well as, and often better than, the professional investors, but first you need information.

Managing your money is like eating healthily. You don’t need to be a qualified nutritionist to know how to eat well but you do need to know basic facts about fruit and vegetables, vitamins, protein, minerals, etc., to work out how to have a balanced and healthy diet (on that note, check out our healthy budget menus on Moneymagpie.com). Once you have that information it’s up to you whether you use it (many don’t) but you can’t really carry on properly without at least a basic idea.

It’s the same with managing your money. You simply need to get a good grasp of the principles of:

•   spending less than you earn

•   saving regularly

•   understanding compound interest (don’t worry – it’s very simple)

•   investing in a range of simple, decent products

•   keeping abreast of the main changes in the financial world (such as new tax-free investments like ISAs, good savings schemes, more generous rules on pensions, etc.)

Then once you have this understanding you take action. Ditch your bad old habits – spending more than you earn, asking your bank for advice, not thinking about the future – to new habits that you learn from good, sound, financial information. It’s as straightforward as that.

You can get more help and information by signing up to the Moneymagpie newsletter (which is free and sends information to your inbox every week) on the best ways to save, spend and invest. Go to the Moneymagpie.com homepage and sign up there.

If you would like more advice on investing, come to one of the Moneymagpie investing workshops. Just go to www.moneymagpie.com/workshops to find out when the next one is and how to enrol.

As you can change your eating habits to healthier ones, so you can change your spending and investing habits to ones that make and save you money instead of ones that just waste it.


What they want you to do: stay ignorant and just be ‘advised’ by your bank salesman (usually called a manager) as to which of their rubbishy, expensive products you should invest in.

What you should do: get some financial knowledge and keep it topped up every so often by reading relevant websites mentioned above and articles in the Money sections of weekend newspapers. Get some basic knowledge and make up your own mind.



LET YOUR HEAD RULE YOUR HEART

Greed and fear are two of the most harmful emotions for investors. Boredom and laziness are also a problem. Be aware of all of these and get more discipline to fight them or they will steal your cash from you.

Be like the experts: stand back, do the calculations (get someone else to do them for you if you can’t be bothered yourself), think things through for yourself rather than just reacting to what everyone else is saying and only buy if you really think it’s worth it.

Always, always talk your plans through with a wise and trusted friend, or message me on Moneymagpie.com (even better, send me a question by video) and I’ll give you as much help as I can.

In this book I’ll cover various types of investments and, as I said above, it’s important to invest in a good variety of different kinds of products. However, it’s important to invest in the more solid, tried-and-tested asset classes first before going for fun, creative stuff.

For example, you need to be investing regularly in, say, a pension, stock-market ISAs and be paying off your mortgage before you should look to ‘invest’ in a house in Corfu or your friend’s new cake shop or a ceramics collection. These things are attractive, pleasant and fun but as investments they’re much riskier than other more traditional ones.

Let your head rule for the first few years and once you have a goodly sum in your main investment pot then you can start to play.

BE REGULAR

As in bodily functions so in saving and investing: it’s a good idea to be regular!

It’s all about setting up and keeping up good habits. So easy to make, so easy to break, but remember, investing money these days is vital to the quality of your retirement. It may seem far, far away but pick up any paper on any day and you will find a sad story of a poor pensioner struggling to come up with the money for their basic needs. Even if you have only a small amount of money left over each month (or potentially left over if you were to stop spending it on fun stuff), in the long run it’s much better to set up a standing order from your bank account into a savings account and then into a good long-term investment than to wait until you are earning big money. Even small amounts of money, over time, can amount to a decent pot over the years.

Also, by putting money in at regular intervals you benefit from what is called ‘pound cost averaging’ (I’ll explain this in Chapter 4), which means you catch the ups and the downs of a volatile investment, and in the long run this smooths out to an average, decent return.

The whole idea of being regular is also part of the discipline of good money management. It does quite a lot of the work for you, particularly if you do it by standing order. After a while you will not even notice the money going out as your spending adjusts to the lower amount you have to use each month.

Even if your income is erratic (like mine) you can still set up some regular payments and then top up your investments every now and then when you get a pay cheque.

PROTECT WHAT YOU HAVE

If you go to see a financial adviser you will notice that fairly early on they will talk about insurance and making sure you and your family are ‘protected’. This is for good and bad reasons. Undoubtedly, it is important to make sure that your health needs are protected, your children’s needs are catered for and that your possessions such as your home and (legally) your car are covered. It’s a good principle and one you should consider before leaping into big money-making ideas.

However, insurance commissions made to the financial adviser are pretty impressive and the first lessons advisers (many of them are still salespeople, remember, not really advisers) learn is that they should sell ‘protection’ of any and every sort. I know, I’ve done those lessons.

The result is that most of us are under-insured in some areas and over-insured in others. Like everything else, you need to get some knowledge of the insurance market and think for yourself when it comes to protecting what you have. I’ll give you guidance on this in Chapter 3.


What they want you to do: buy so much insurance that you end up insuring your insurance, particularly when it comes to ‘life’ products which are mis-sold all too often. They also want you to be lazy enough to stick with the same provider each year.

What you should do: consider seriously what possessions and income need protecting and shop around for the best insurance products for them. Also, set up your own ‘self-insurance’ scheme (as explained in Chapter 3) where you create enough savings to cover your expenses for three to six months.



WATCH THE TAX

Tax is a necessary evil of a civilised society; a way in which we all contribute so that shared services can be maintained. It’s also a way in which governments can fleece us in order to waste our hard-earned cash in their own special way.

Whichever way you view it, tax is still something that has to be paid. It just doesn’t have to be overpaid. After all, why spend all that time and effort working for your pay and thinking through sensible investments just to lose a load of it in over-payment of taxes?

As you will see in Chapter 8, there are tax-free and tax-deferred investments that you should consider. ISAs, pensions, National Savings & Investments products and certain specialist investment funds don’t attract tax. That said, it’s important to look at the total net profit first and not just go for something because it’s tax free. Sometimes, even with the tax incentive, the rewards are still too low to deserve investment.

Still, as a basic rule, make sure you make full use of all tax savings where possible and don’t pay any more than you have to.

AVOID WASTING THE MONEY YOU HAVE

It sounds obvious but you’d be amazed at how much people waste when they start to make more money. Also, it’s easy to get out of good spending habits and into bad ones at any stage of life, particularly if you go through rough times – and who doesn’t?

So once a year or so it’s worth checking on what you’re spending and how much is going out each month just to make sure that you’re not wasting money that could be invested to create even more later on.

Every three years or so, just to get a clearer idea of where the money’s going, do a spending diary for a month. We explain in Moneymagpie.com how to do a spending diary and what the benefits are (just put ‘spending diary’ into the search box and you’ll find the information).

You simply carry a notebook around with you and write down everything you spend every day for a month. At the end of that period (or even two weeks if that’s all you can stand), you will see where you keep spending and what could be cut back. My manager, Anthony, recently changed to the ‘Value’ brand of his favourite breakfast cereal and it’s saving him £3 a week. And he actually prefers it! So he’s saving £156 a year on something he had never thought about before.

I will bang on about these small savings that grow to big wealth to my nearest and dearest until I’m blue in the face!

You might find that you’re spending hundreds on buying rounds at the pub or that taxis are taking a third of your income each month. It’s quite a shock to see how imprudent we can be much of the time!


What they want you to do: spend, spend, spend . . . on anything and everything!

What you should do: spend on what you love and what matters to you. Save on things that aren’t important to you.



CHANGE INVESTMENTS AS YOUR LIFE CHANGES

You could divide most types of investments into two main types:

•   Safe: pretty secure, rather dull, low risk and will bring you guaranteed but fairly low returns (e.g. savings accounts, gilts, investment-grade bonds, some pensions).

•   Risky: potentially high return and volatile but, over the long term, they should make you very good money, but, then again, might not (e.g. shares, high-yield bonds, property, collections).

Now, it depends on your general attitude to risk (you can do our online quiz at www.moneymapgie.com/bookgift to find out how adventurous you are as an investor) but as a rule of thumb, it’s a good idea to use your age, roughly, as a guide to what percentage of your money you should put into these two types of investments.

So, for example, if you are 20 you should look to putting roughly 20% of your money into nice, safe investments (example 1) and 80% into the more volatile products in example 2. This is because you have a nice long time for the more volatile investments to go through all their ups and downs and for these movements to smooth out. If you’re 40, though, you might like to put more of your money into the safer investments. However, if you are more adventurous and you reckon that you’ve got at least another 25 years for your investments to grow you might find the idea of switching to the duller investments too much to bear. In which case, ignore that rule of thumb and invest where you like. Go on – take a punt!

However, when it comes to about five years before you plan to retire it is a good idea to ‘lifestyle’ your investments and start moving your money from the more volatile, ‘growth’ products (shares, property, commodities, etc.) to the more stable investments such as savings accounts, bonds and gilts so that you can capture the gains you have made over the years and keep it going even if you happen to retire just as markets are falling.

This, of course, is fine unless that five years happens to fall in a recession! If you are nervous about the economy it would be best to start ‘lifestyling’ earlier than just five years before you want to retire. You may lose out by taking your money out of stocks and shares, for example, but at the same time it could help you sleep easier. During the credit crunch when I was asked what people should do if they were about to retire, my answer very often was ‘try and put it off for a year or two’. Increasingly we have to be more flexible about the time we retire as economic circumstances are more regularly volatile.

In Chapter 6 I cover income-bearing investments, i.e. places where you put your money and it keeps paying you a return month after month or year after year. These are the kind of investments you need if you want an income without actually working for it!

It used to be that these kinds of investments were only recommended to people who were over 50 – those who were either retiring or moving towards retirement and would be looking for, a) more stable investments to move their money to, and b) investments they could actually live off.

However, lifestyles have changed and, as Timothy Ferriss excellently demonstrates in his book The 4-Hour Work Week, many people are having time out early on in







SHOP AROUND










DON’T THINK ABOUT IT TOO MUCH










How to Think




WHAT ARE YOU AIMING FOR?





HOW MUCH DO YOU NEED?















COMPOUND INTEREST MADE EASY





	
	
	
	



	
	
	
	



	
	
	
	



	
	
	
	



	
	
	
	



	
	
	
	









	Year
	Capital carried over
	Capital added
	Total capital
	10% interest
	Total at end of year



	1
	£0.00
	£1,200
	£1,200.00
	£64.05
	£1,264.05



	10
	£1,264.05
	£10,800
	£12,064.05
	£8,081.71
	£20,145.76



	20
	£20,145.76
	£12,000
	£32,145.76
	£40,252.87
	£72,398.63



	30
	£72,398.63
	£12,000
	£84,398.63
	£123,530.47
	£207,929.10



	40
	£207,929.10
	£12,000
	£219,929.10
	£339,530.99
	£559,460.09




HOW MUCH SHOULD I INVEST EACH MONTH?











HOW MUCH CAN I EXPECT TO MAKE?





















How to Spot a Dud Investment
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