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Foreword. 
Many years ago whilst still at school, I remember thinking about calculus during a maths lesson, 
and wondering how I would ever use it in practice. It was only many year later when I was 
designing complex financial planning tools for clients that those lessons paid off for me. 

Inside these pages however, is maths with a difference. It's maths that if applied can make you 
wealthy. It's not magic, it's maths; very simple maths.  It’s my belief that the information enclosed 
is so important it should form part of the National Curriculum. I know that not everyone will take 
the time to learn the lessons as that’s just the way things are, but those that do will benefit for the 
rest of their lives. 

There are two types of people in this world; 

a) Those that spend what they earn, and if there is anything left at the end of the month they 
will save it. (Although usually there isn’t anything left) 

b) Those that save a little of what they earn each month, and spend the rest. 

Type A will spend the rest of their lives waiting for the next pay day and will likely still be in debt 
when they reach state retirement age. Type B gain control of their lives, they tend to have a more 
stress free life and retire earlier. Type A’s often end up working for type B’s. 

Albert Einstein called compound interest the '8th wonder of the world', and added 'he who 
understands it earns it .... he who doesn't, pays it. It is by understanding compound interest that 
one may become wealthy. 

Many people work hard all their lives, and the money they earn, they spend, making everyone but 
themselves richer. And yet, lives can be transformed by investing the equivalent of an hours wage 
each week. Just one hour’s wage. Out of a 38 hour work week does it not make sense to keep back 
one of those hours for yourself? 

This short booklet contains a map to prosperity. A map you fail to follow at your peril.  

Here at Hanson Wealth Management we are proud to support this initiative, in the hope it makes 
more of our citizen’s wealthy. That can only be good for our communities and good for our 
country. 

Regards 

Chris Kelly 

Managing Director 

Hanson Financial Partners Ltd  
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Introduction. 
Your generation has an opportunity to become the wealthiest generation of people that have 
existed since the industrial revolution. It’s an opportunity available to all of you who are able and 
willing to make the commitment to become wealthy.  

It won’t be easy – it never is. Don’t look at your parent’s generation for leadership or support, as we, 
for the most part, aren’t good role models. Drowning as we are in an amount of personal debt never 
before experienced in the life of our planet.  

In my parent’s day (it’s not so long ago by the way,) credit cards simply weren’t available. If they 
wanted something, they had to save up for it. Mortgages were for the very rich – I lived in a council 
house until I joined the Royal Navy at age 16. None of their friends ever went bankrupt because 
they never owed anyone anything. 

 Then my generation came along and it all went a little crazy. Credit cards, personal loans and 
mortgages at incredible multiples of a person’s annual wage. The monthly repayments on all these 
loans are strangling our nation. 

I have a friend who is unemployed but has over £20,000 in credit card debt. The staggering thing is 
he doesn’t seem bothered. He doesn’t recognise the fact that given his age, income (when is 
working,) and debt level, he will never repay this debt. In his old age, he will still be in debt. The 
reality for him (and he doesn’t know it yet,) is that he will either have to enter a debt reduction 
programme or go bankrupt as he just doesn’t earn enough to repay the debt himself.  

It’s been oh so easy for us to buy anything we wanted (regardless of whether we could afford it or 
not,) thanks to the availability of cheap borrowing. We never had to scrimp and save as our parents’ 
generation did. We saw it, we wanted it, and we bought it – on credit. Well, the party’s well and 
truly over. 

The far more dangerous issue for us, is that because of the level of debt many of my generation find 
themselves, there is no surplus monies available to invest for our retirement – and guess whose 
generation is going to have to carry us? That’s correct my young friend, I’m afraid it’s yours (but be 
kinder to me than most as I’m giving you the heads up).  

There is a happy ending though for those few who read this and follow the advice within.  

You needn’t make our mistakes. The formula for wealth detailed in the few short pages to come is 
guaranteed.  

By ‘guaranteed’, I mean you cannot fail but to become wealthy if it is followed. The amount of 
wealth amassed is entirely up to you. It’s actually not so much harder to build a fortune of £500,000 
than £1 million, once you understand the numbers.  

I have used 3 fictional characters to illustrate the lessons enclosed – Mr GotNowt, Mr LooksRich 
and Mr AmRich. I know these guys intimately, as I have been each of them through differing 
periods of my life. Any other resemblance to people living or dead is purely coincidental.  

Enough of the lecturing then – you’ve probably had enough of it from my generation, and let’s face 
it, we’re really in no position to preach.  
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Chapter 1 – The Magic Formula. 
Rather than making you wade through pages of verbiage before revealing the secret of great riches 
at the end of the book, I’ll give it to you straight away.  

Here it is: you take a minimum 10% of your net (after tax) income, and deposit it monthly, into an 
investment vehicle that returns the highest compound interest available. You do this until you 
retire, and you’ll be a millionaire.  

Oh, and by the way, don’t get into debt. 

That’s it.  

Not enough information? Need a few more pointers? 

Okay then, the following pages will elaborate on the above, hopefully without making it any more 
complicated. 
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Chapter 2 – The Plan. 
First of all you need a plan. ‘The Plan’, is where most people fall down, because they don’t have one. 
If you don’t have a plan of your own, you end up being part of someone else’s. And the reason most 
people don’t have their own plan, is because it’s just too difficult to put down the carton of 
Pringles, turn off the telly and write one of their own. So, how about I give you a plan?  

Let’s assume you are 18 years old, and work in a fast food restaurant for 40 hours per week on 
minimum wage (£7.20 per hour from 2017). That’s £288.00 per week, or £1248.00 per month. 10% of 
your monthly gross earnings is £124.80. You now go to your bank and open a savings account that 
accepts a direct debit or standing order from the account your pay goes into, and you make it out 
so that each month, on pay day, £124.80 goes into this savings account.  

Now, the amount of interest you receive on this savings account is extremely important. Go onto 
one of those price comparison websites, and shop around for the account with the highest rate. At 
the time of going to print, we have historically low interest rates. Even so, there are banks and/or 
building societies that have rates of 3% per year. If your contributions are maintained up until you 
were 67, you would have £167,397 in your account.  

There are some assumptions in there that hugely affect the eventual sum. Firstly, that you continue 
to work at the fast food shop all your life, and that you never get a raise in salary, plus, the interest 
rates never rise. None of these are likely to happen, so that £167,397 is a very, very cautious 
calculation.  

If I change the interest rate to 10% (I’ll show you how to do this later,) you will retire with 
£2,003,395, and have been a millionaire since you were 61! Now, if someone had of told me when I 
was 18, that all I had to do was put £124.80 into a savings account each month until I retire, that I 
would be a millionaire, I think I would have faced life’s trials with a little more serenity than I have 
done so far.  

We could play around with these figures all day, changing the monthly amount and the interest 
rate – and I’ve done this many times, it’s great fun. If you wish to do it yourself, go to 
stupidisthenorm.com, and using the compound interest calculator, put your own figures in. 

Incidentally, if all you require is £1 million, then you need only deposit £65 each month. 

The trick here is to make regular monthly contributions and to automate them i.e. make the 
payments transfer over by direct debit or standing order each month. The reason for this is that 
unless it’s automated, we expose ourselves to the temptation of only allocating our monthly deposit 
on those months we can afford it - or on those months that we don’t desperately need that new pair 
of Jimmy Choo shoes or Armani jeans.  

This simple action separates the wealthy from the non-wealthy, and is THE biggest single reason 
that many people struggle through life.  

 

Wealth Rule #1 – Have A Wealth Plan and Automate It 
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Chapter 3 - What Wealthy People Do That Poor People Don’t. 
Let me introduce you to the Pareto Principle. It’s often called the 80/20 rule but that isn’t quite 
accurate. 

Many years ago (it doesn’t matter when,) a guy called Pareto recognised a pattern in many of the 
things humans do. He recognised that behaviourally, humans were entirely predictable. 

To give you a couple of examples, on a restaurant’s menu, 80% of the diners will choose 20% of the 
food choices on the menu. The restaurant could easily delete 80% of the menu because people 
don’t select those meals. Macdonald’s and other fast food restaurants recognised this and massively 
reduced the choices on offer. That meant there was less food preparation time, and with fewer 
choices there was less to cook meaning the food could be served faster – fast food. 

Ask any karaoke owner and they will tell you that around 80% of the singers will sing 20% of the 
songs. There are 100’s or maybe 1000’s of song choices that no one ever sings. 

And so it is with personal finance. If you were to ask a group of people ‘what plans do you have to 
get wealthy this year?’ 80% will have no plans. If you were to take the other 20% who do have a 
plan, and split them again 80/20, 80% of those with a plan will not implement that plan, only 20% 
of them will. So the final split looks like this – 80% will have no plan, 16% will have a plan a do 
nothing, and 4% will implement the plan and become incredibly wealthy. 

Put another way, 4% of the population are incredibly wealthy, 16% are wealthy (helping the 4% 
achieve their goal), and the remaining 80% are doing all the work and giving all their money to the 
other guys. 

It’s a fact of life, that most people become wealthy through their savings/investments, and not 
because of their salary. That’s because most people don’t earn £1 million in their lifetime, and more 
importantly, it’s because of the way the wealthy use their salary.  

The none-wealthy, use/abuse their salaries in a very different way to the way the wealthy use theirs.  

Let’s look at 3 individuals and how they spend their money. We’ll call them Mr GotNowt, Mr 
LooksRich and Mr AmRich.  

The only thing all three have in common is that they each spend around 30% of their earnings on 
the property they live in. 

Mr GotNowt, lives in rented accommodation, and pays his rent to the landlord (a relative of Mr 
AmRich,) making the landlord wealthier.  Mr GotNowt, will still be liable for his rent even after his 
retirement (unless he is so poor the Government will pay it).  

Mr LooksRich and Mr AmRich, saved up for a deposit, borrowed money from the bank using a 
mortgage, and bought their property. It’s as well to remember that until this mortgage is repaid, 
the bank owns the property (or at least a substantial part of it). Eventually though, they will own 
their properties outright, and will no longer have to repay the mortgage each month. The actual 
date for the final repayment often coincides with the owner’s date of retirement. This is so that 
they don’t have any accommodation payments to make when their income reduces drastically after 
giving up work.  
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Mr GotNowt saves nothing from his salary, in his words ‘I’m living for today. I may be dead 
tomorrow, and you can’t take it with you’. Retirement planning is a luxury (in his opinion,) he can’t 
afford. He is satisfied instead, with living off welfare in his old age. If you want to see examples of 
Mr GotNowt’s plan, visit any library and see the elderly reading the free newspapers because it’s 
cheaper than buying their own. It’s also cheaper to get a library ticket than to put the heating on in 
their homes in the winter months.  

Mr LooksRich, recognising the need for an income in retirement, has organised a Personal Pension. 
He likes it because he can stop and start it depending upon whether he can afford to pay it each 
month. If some months he wants to put his pension contribution towards a holiday later in the 
year, he can freeze his pension contributions and do so. Mr LooksRich’s retirement is not secure, as 
again, he is open to the temptation of spending his pension contributions on something else.  

Mr AmRich,behaves in an altogether different way. He takes the first 10% of his gross salary and 
deposits it in a high yielding savings account. He takes the attitude that ‘I work damn hard for my 
money, and I’m keeping at least 10% of it for myself, to make myself wealthy’. This 10% is not 
savings for a rainy day, or for a nice holiday. This money he is going to use to make him wealthy 
and he will use the remainder of his salary to live off. This is the biggest difference between the 3 
people. 

You see, unknowingly, Mr GotNowt and Mr LooksRich, work equally as hard as Mr AmRich (and 
often harder,) but all their income goes into making someone else richer. They give some of their 
money to the Supermarket owner, some to the pub owner, some to the shopping mall owners, 
some to the travel agent each year, and that’s pretty much all their income gone, with nothing left 
to make themselves richer.  

Mr GotNowt just knows he’ll never be rich, because his parents weren’t, and neither were their 
parents before them. It’s just life, he would say.  

Mr LooksRich would like to save some money but there are just so many claims on his income that 
he simply (in his opinion,) can’t afford it.  

Mr AmRich believes that of all the people who have claims on his income, he is the most 
important, and he pays himself first.  

Even when they get an extra income (say because of a raise or a better paying job), they behave 
differently. When Mr GotNowt has some extra money, he treats himself to some extra ‘stuff’. Poor 
people’s houses are full of ‘stuff’. 

 When Mr LooksRich gets some extra money, he buys more debt. ‘Wow, with this extra income I 
can get a loan for a better car’. Then, any extra income he had is swallowed up in loan repayments 
on the flash new car. He looks richer, but he’s actually worse off because he’s bought a car that’s 
just lost 20% of its value as soon as it’s driven off the lot, and he has a further debit from his income 
because of the loan repayment on the car. 

When Mr AmRich gets a raise or is fortunate to get a lump sum of money from somewhere, his 10% 
sum just gets bigger, making him wealthier. When Mr AmRich gets more money, he deposits it into 
a high interest account, an Index Tracking ISA (more of these later) or he buys a property which 
produces more income. He uses his money to make MORE money. 
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Think of your pounds as workers, each of them working to bring you more income in the form of 
interest on a deposit, dividends on shares or rent from a property. Most people work hard for their 
money, but then fail to make their money work hard for them.  

Mr AmRich takes no chances with his wealth plan. He knows it’s always tempting to spend money 
and then save some IF there’s any left at the end of the month. To lock in his wealth, he takes his 
10% off first and automates it by means of a direct debit from his current account (into which his 
salary is paid) to his high interest savings account. If that means he has to be a little careful about 
who he makes wealthier (the barman or the clothes shop owner,) then so be it. Mr AmRich 
understands the benefit of putting off any instant gratification in buying that new ‘thing’, preferring 
instead, to make himself very wealthy in the medium to longer term. 

 

Wealth Rule #2 – Pay Yourself First  
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Chapter 4 - If You Have To Borrow Money To Buy It, You Can’t 
Afford It. 
This really should have come before the previous chapter, but this book is aimed at the school 
leaver, and hopefully, Student Loans aside, there shouldn’t be any other debts involved.  

Debt is a thief. It takes money, hard earned money, from your pocket every month. 

There are different kinds of debt; good debt, bad debt and very bad debt.  

Very Bad Debt  

Very Bad Debt, I define as money borrowed to buy something that is worthless. Something that 
once bought, you couldn’t sell and regain your money. Examples of this are food, drink, clothes etc. 
The vehicles used to obtain this type of credit are typically, credit and store cards.  

Imagine you are out for a meal and you decide to put the bill on your credit card. A month later the 
charge for the meal appears on your credit card statement. Not wishing to pay the cost of the meal 
off in full, you decide to pay the minimum payment the card will allow. That means that the next 
month, your meal still hasn’t been paid for in full. It’s now 2 months since you had the meal, and 
you can’t even remember what you had to eat. 

Consider this; if you only have £1500 on your credit card, and a monthly interest of only 1.5% per 
month, and you pay the minimum 2% off each month, it will take you 37 years to repay!  

This is what credit card companies want you to do. They want you to pay the minimum each 
month. That’s how they make their money. If you pay off your credit card in full each month, they 
consider you a ‘bad’ customer, because it costs them to lend you the money for a month and as you 
pay off the card in full, they don’t collect any interest.  

Credit cards are a useful tool as you can use them if you don’t have any cash in your pocket - so 
long as you pay them off in full each month and there’s no annual fee for using the card.  

Even if you use credit cards intelligently and pay off the balance in full, all sorts of studies have 
been done proving that if consumers use a card (even a debit card) to pay for goods instead of cash, 
they buy more. That’s because whilst they know the purchase isn’t without cost, it still ‘feels’ on 
some level that it is, and we buy more, unnecessarily. 

Bad Debt  

Bad Debt I define as debt used to buy something that is worth less than you paid for it. The classic 
example is buying a new car on Hire Purchase (HP). HP is like a personal loan but it’s secured upon 
the item you bought using it. If you buy a car on HP and you don’t keep up the repayments, the 
finance company will repossess the car.  

The problem with buying a ‘new’ car from a dealer, is the car loses around 20% of its value the 
moment you drive it off the lot because you’ve made it second hand. You see the ‘new’ car carries a 
premium (that means you pay more than it’s actually worth because you are the first to own it). 



PAGE 10 

A car also loses value with each year it ages. So your loan is secured upon something that is worth 
less year upon year. If you try to sell the car, you may find that you can’t get enough for the car to 
repay the HP.  

Good Debt  

There is no such thing. 

Acceptable debt is an arguable definition. Acceptable debt is used to buy something that increases 
in value. Perhaps the best example of this is a mortgage to buy a house.   

Different loans charge different interest rates. Mortgages cost around 5% per year, personal loans 
around 9.5%, credit cards around 17%, and store cards anything over 20%! 

Our 3 characters borrow money in different ways. Mr GotNowt, due to a low (if any earnings), 
either cannot borrow money, or because of his low credit rating (and therefore a perceived higher 
risk to the lender) will borrow money at a higher rate than normal (sometimes called ‘adverse’ 
borrowing).  

Mr LooksRich, is a great borrower. I mean he borrows a lot; all the time. If he wants something and 
doesn’t have sufficient money in the bank to pay for it, no problem, he’ll just whack it on the credit 
card. His next door neighbour gets a new car, well he can have one too. He’ll just get it on hire 
purchase (like a personal loan). Holiday? Not an issue. Gets his plastic friend out again. More and 
more of his income is being gobbled up in loan repayments. True to his name, he looks rich. Cars, 
holidays, expensive clothes etc., all on borrowed money that has to be repaid - eventually.  

Mr AmRich doesn’t have any debt (other than his mortgage). Mr AmRich recognises that every call 
on his income makes him poorer. He takes the attitude that if I can’t afford to buy it cash, I can’t 
afford it. He hasn’t splashed out large sums of cash on a deposit on a new car, and made up the 
difference with a loan. Instead he bought a 2-3 year old second hand car for cash. He isn’t 
concerned about withdrawing a chunk of money from his bank account to pay for it, as he knows 
that if he needs the money back quickly, he can sell the car because he bought wisely. Also, as his 
income is not diminished by having to repay a loan, the money he spent to buy the car for cash is 
quickly replenished. 

 Consider this; the true cost of buying something on credit is not the price on the item. It’s not even 
the price plus the interest. The true cost is what you would have amassed had you invested the 
monthly amount you repay each month instead of getting the loan.  

I ran a business some years ago, and was doing rather well. I thought more people should know 
about my success, and so I bought a 5 Series BMW. The loan (over 5 years) plus insurance and 
running costs stood me around £700 per month. Let’s assume that after 5 years, when the loan had 
been repaid and the car was 5 years older, I would have bought a similar car with a similar loan, and 
would have done so up until I retired. I was 39 when I bought the car, so setting retirement at 65, I 
would have paid around £700 per month up until then to maintain my successful image. The 
interest rate on the loan was around 8% as I recall. Imagine that I had invested £700 per month for 
all that time at the same interest rate. How much do you think I would have accumulated? 
£734,552! That’s how much I would have amassed. £734,552! That’s the true cost of the car. That’s 
how much it cost me to make me look wealthy. I was Mr LooksRich! I’m pretty sure that if the car 
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in the show room had £734,522 on the windscreen as the cost of purchase, I wouldn’t have bought 
it.  

For a book purported to be about how to get wealthy, I’ve dwelt a lot on debt. My reasoning is that 
debt is the number one reason why most people will not achieve wealth in their lifetime.  

Personal debt in the UK is equivalent to all the debt in Europe and Africa added together. Average 
debt per person in the UK is at an average of 112.90% of our annual income. If you haven’t got the 
cash to buy it (AFTER YOU’VE PAID YOURSELF), you can’t afford it. 

 

Wealth Rule #3 – Never Borrow Money (Except To Buy A House) 
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Chapter 5 - The Alchemy That Is Compound Interest. 
Alchemy was the Dark Ages ‘science’ of turning base metals into gold. Compound interest does 
something similar, in that it turns your silver, copper and paper money into gold.  

Now before your eyes begin to glaze over at the prospect of revisiting those boring maths lessons 
you may have been taught at school, this is ‘magic’ maths. This little refresher will make you very, 
very wealthy.  

First, a little brush up on the different types of interest;  

Simple Interest is getting interest on an amount of money (known as the ‘principle’) normally on an 
annual basis  

e.g. You have £1000 in a bank account that attracts a rate of simple interest of 10%, so each year you 
get £100 interest. After 5 years, you will have £500 interest plus your Principle of £1000, making a 
total of £1500. Not a bad return by anyone’s estimation. 

With Compound Interest, you not only get interest on the Principle, but also on the previous year’s 
interest.  

e.g. You have £1000 in a bank account that attracts a rate of compound interest of 10%. After year 
one you have £1100 in the account. At year 2 however, you get 10% interest on his, meaning you 
have another £110 to add to it, giving a new total of £1210. At the end of year 3 you get 10% interest 
on this (£121) meaning you have a new total of £1331. At year 4 you get 10% on this (£133), meaning 
your new total of £1464. And finally at the end of year 5 you get a further 10% interest on this sum 
(£146), meaning you have a total savings after 5 years of £1610. £110 more than when you were only 
getting simple interest rate calculation. 

Now admittedly, the difference isn’t huge, but we are only talking a short time, and with a small 
principle. Look at the table below for the startling differences that time and interest rate can make 
to compound interest.  

This table shows the effects of different interest rates on monthly savings of £100, and the sums 
they amass if contributed until age 65. 

Starting  

Age   1%   3%   5%   7.5%  11%  

20   £6809   £114,322  £203,488   £449,495  £1,568,343  

21           £1,350,940 

The differences are quite stark. Clearly, it pays to shop around when looking for somewhere to put 
your money, because over long periods of time, even small changes in interest rates make massive 
differences to the end result. 

I put the second starting age in of 21, to demonstrate how much you stand to potentially lose by 
delaying the implementation of such a plan. The difference between the 2 total sums is £217,403 – 
in just 1 year! 
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It galls me when I hear so called experts advising people that at age 20 it’s too early to begin saving 
for retirement. The earlier you start, the wealthier you become. By not investing as early as 
possible, you stand to lose out on hundreds of thousands of pounds!  

A ‘heads up’ here. £1 million now is not the same as £1 million in 40 years’ time. That’s because 
inflation increases the cost of everything most years, so £1 million today will buy less than £1million 
in 40 years. To protect yourself from inflation, you ought to ‘index link’ your monthly 
contributions. This means that if the Government announces that inflation last year ran at 2.4%, 
you should increase the amount you invest this year by that amount. That way, you maintain the 
same buying power of today’s £million.  

Before we start investing though, it’s best we understand the different investment opportunities on 
offer.  

 

Wealth Rule #4 - Start Investing As Early As Possible 

  



PAGE 14 

Chapter 6 - The Vehicles That Will Drive Your Wealth. 
There are 2 types of investments that you need to consider. Each have their differing 
interest/growth rates as well as their differing levels of risk. Those investments are, cash based 
deposits and equity (shares) based investment. I will rank them in their potential for growth, which 
coincidently (but perhaps not surprisingly) also represent the level of risk you expose yourself to.  

Cash based deposits are the simplest forms of saving/investments. (A small explanation; the 
difference between savings and investments is merely a question of time. You save in the short 
term, and invest (10 years plus), for the long term).  

You have a direct debit set up from your current account (where your wages get paid) into an 
investment account giving you a higher rate of interest (remember to pick one that has compound 
and not just simple interest). Your money is at no risk other than the bank reducing the interest 
rate, or going bust). Sounds good, but the interest rates are generally very poor (ask anyone who’s 
retired and trying to live off the interest on cash based accounts).  

Equity based investments, are investments made on a stock exchange, more often than not in the 
UK, they will be companies listed in the FTSE (Financial Times Share Exchange) 100. This is a list of 
the top 100 UK companies, in order of their market capitalisation. This is sometimes shortened to 
‘market cap’, but just means the total sum in value of all their shares – the value of the company if 
you wish.  

The FTSE 100 is just one example of an ‘Index’. There are others. The FTSE All Share Index for 
instance, lists all UK companies whose shares are listed for public sale. For the purposes of our 
wealth plan, we’ll concentrate on the FTSE 100.  

We don’t measure our return on equity based shares in interest, but in % growth, which is 
essentially the same thing. It does sound better though when you can toss into the conversation 
that your ‘portfolio has attracted an average growth in excess of 10%’, instead of ‘the Building 
Society’s giving a canny interest rate this month, like’  

The risk element with equity based shares is higher. Values of companies can fall as well as 
plummet and this will have a direct impact on the value of the shares you hold. This risk however, 
is minimised when investing over the long term. 

Since 1918 to the present day, including 2 world wars, stock market crashes, internet bubbles 
bursting, recessions and depressions, the UK stock market has grown on average, around 11% per 
year. If you invest over the long term (preferably 20 years plus,) you’re pretty much guaranteed to 
capture that growth.  

If you try to second guess the market, and trade in and out every day (day trading), you’re gambling 
and not investing. Invest regularly, automate it and forget it.  

So, given that none of us are experts at spotting the best stocks to invest in, and probably have 
never even considered doing so before now, how do we go about capturing that 11% growth? 
Fortunately, there are equity based vehicles that do just that. They are called Index Trackers, and as 
their name suggests, they track (follow) the index that they are investing in. 
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Let’s say you wish to invest in the FTSE 100 (as I do) and do so via an Index Tracker. When you give 
the fund manager £100, they will split your money between all the companies listed therein, in 
proportion to the % of the Index they represent. So, for example, say, a Telecoms company was the 
biggest company in the FTSE 100, and it represented 28% of the value of the FTSE 100. The fund 
manager would allocate £28 of your £100 into buying shares in this company. If the second biggest 
was a bank that represented 19% of the value of the FTSE 100, the fund manager would buy £19 of 
shares in this company. And so on. By doing this, he fund manager ensures you capture the average 
growth from that Index – around 11%.  

If you Google ‘Index Trackers’ a host of companies will appear offering trackers that cover a range 
of Indexes. You need to look for 2 things to choose the best; firstly the fees and then the ‘tracking 
error’.  

If a fund charges an annual fee of 1%, then that’s 1% less growth you are going to get. And small 
changes in percentage growth can make huge differences over the long term (as evidenced in the 
table in the previous chapter.  

The second thing to look for is the ‘tracking error’, which tells you how close to that 11% average 
growth the fund achieves. Again, any deviation is reflected in a loss of growth potential in the fund. 

If it all sounds a little complicated, it’s not. Just imagine it as a bank with someone working full 
time on your behalf, to achieve the maximum growth with the lowest possible costs.  

There’s one more thing you need to do, and that’s protect it from being taxed. It’s no good locking 
in all this wonderful wealth, only to allow the tax man to seize a sizable portion before you get a 
chance to enjoy it. This is easy to do. You simply ask the fund to wrap your Index Tracker in an ISA 
(individual savings Account). This means that when you come to take your wealth from the fund 
(‘realise your profits’ to use the jargon,) you can do so tax free. There are annual limits to what you 
can invest in an ISA (check on Google as they change annually), but given that you’re initial salary 
is likely to be relatively low, you will not breach those limits. 

If all of this seems waaaaay too complicated, then visit stupidisthenorm.com, and click on the 
Hanson Wealth Management button, mention our name, and the nice people there will do it all for 
you – they did it for me. 

Wealth Rule #5 – Invest In An ISA Protected Index Tracker 
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Chapter 7 - Executing The Plan. 
1. Calculate what 10% (minimum) of your gross monthly income is.
2. Select an Index Tracker with annual fees less than 0.5%
3. Make a Direct Debit arrangement from your current account for an amount equivalent to

10% of your gross salary, and invest it monthly into your selected Index Tracker (wrapped
in an ISA).

4. Increase your monthly investment by the rate of inflation (optional).
5. Continue doing this until you retire.
6. When you decide to retire, do whatever the hell you like, because you’ll be a millionaire

and you don’t have to take any crap from anybody J

The sad reality is, that having been given a detailed plan of how to guarantee great wealth in 
retirement, at least 80% of people reading this book, will do NOTHING.  

That’s because most people don’t want to become wealthy. I mean, really become wealthy. Oh, they 
firmly believe in the idea of becoming wealthy, but they don’t want to take any of the action that 
will actually make them wealthy. That is down to the special few. 

Albert Einstein, arguably the world’s greatest genius, said ‘doing the same thing and expecting 
different result, is a definition of insanity’. He’s right of course. To make a difference to your life, 
you have to do something different to what you have been doing thus far. To be different to 
everyone else and to achieve things the majority do not, you have to act in a way very different to 
the majority. This may separate you from your current circle of friends as they see you achieve and 
amass things they don’t. That’s one of the challenges you must face on your journey. Don’t care 
what others think.  

You now have the knowledge contained in these few brief pages to achieve great wealth, but 
knowledge itself will not make you wealthy – it is action that will make you wealthy. It’s doing that 
will make you wealthy. Knowledge is power, someone once said – but only if you act on it. 

I’ve known some incredibly clever but poor people who seem unable to act on their terrific business 
ideas. The halls of Academia are stuffed full of clever people, but their car parks are not over 
flowing with Masserati’s or Lamborghinis. I’m not judging teachers, as their satisfaction comes 
from a career that they love, that allows them to impart the knowledge they possess to others (I do 
think they ought to be paid more though). To be different you have to act different.  

Don’t spend more than you earn. Invest for the long term. Above all else, be happy. 


