The Millionaire Accountant!

By Nick Best

Many people dream of becoming rich. It’s hard to forget Del Boy in the popular television programme Only Fools and Horses, telling everyone how someday he’d become a millionaire. All his wheeling and dealing seemed to come to nothing but then, completely against the odds, he found an old antique watch worth millions of pounds. If only we could all be so lucky!

Perhaps luck isn’t necessarily what we need though. If you are a young, part qualified accountant you have an opportunity that many of your older, qualified colleagues have missed out on. For you, its actually very easy to become a millionaire, and, in fact, you can almost guarantee it.

How? Well consider the following. If you live in the UK, the average wage for part qualified accountants is about £24,000 per annum. Once qualified and with two years of experience, this rises to an average of £41,000. Now, of course, you’d like to enjoy this extra income. You’d like a bigger house, faster car, the latest plasma TV and so on – and why not – you’ve deserved it, you probably worked hard to become qualified, and even harder to move forward in your career! However, its my guess is that you have a pretty good life as it stands, and you don’t really need to spend all that increase in earnings to be happy. Lets say that you spend three quarters of your increased salary and invest the remaining £4,250k in a pension fund each year. Over the last 100 years the average annual growth in both the US and UK stock markets is around 10%. If we take off 1% to cover fees and be a little prudent, we’ll assume you achieve a 9% return. Lets also assume that your income doesn’t increase beyond your 2 years post qualification level with the exception of a 3% annual increase to cover a general increase in earning levels. This is very prudent since the average CIMA member, earns over £50,000 per year, while an ACA in business averages almost £80,000.

35 years later, you’ll be 60, and ready to retire. But, how much will you have to retire on? £100k? £300k? £500k? Far from it. By the time you reach 60, your pension fund is likely to be around £1.25m. You’ll be a millionaire! Of course, in reality this could end up being both more or less, but in the long term this is a reasonable estimate of the value of your pension fund at 60. 

Becoming a millionaire is very easy then as long as you are disciplined, patient and relatively young. Lets sum up what you need to do:

1) Work hard to get qualified

2) Save 25% of any increase in your salary into a pension or other medium risk long term investment (e.g. property). Make this saving automatic, using a direct debit, so you are not tempted to spend it, and continue to increase it every time you get a pay rise.

3) Spend within your means and don’t get into other debt that you can’t afford to payback out of your remaining salary.

4) Be patient and retire a millionaire!

It sounds almost too good to be true, but its not, its simple maths, along with a commitment to save and to live within your means. 

I know that many people give up half way through their studies - some because they find it a struggle to commit the time, maybe because of work or personal commitments, whilst others find the exams difficult. If you are wondering now, whether to give up or keep going, consider what you will be giving up - financial security throughout your life in an extremely safe and secure profession, and a guaranteed (well almost!) million pounds to retire on.

For those of you working hard to pass your exams, and making sacrifices to do so, keep in mind what you can gain from passing, and know that all the effort you are making now, will all be worthwhile in the end.

