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 This book starts out with seven factors of why the average millionaire has become a millionaire. I am quoting this right out of the book. “1. They live well below their means. 2. They allocate their time, energy, and money efficiently, in way conducive to building wealth. 3. They believe that financial independence is more important than displaying high social status. 4. Their parents did not provide economic outpatient care. 5. Their adult children are economically self-sufficient. 6. They are proficient in targeting market opportunities. 7. They chose the right occupation.” These simple actions have had a great influence on ones prosperity. Before reading this book my class Personal Finance 1050 has educated me on how to use my energy, time and money the most efficient way by budgeting, keeping up good credit, savings, investing, and goal achievement.


A prodigious accumulator of wealth, also known as PAW, is a person in the top quartile for wealth accumulation. On the contrary under accumulator of wealth, also known as UAW is the opposite of a PAW. An average accumulator of wealth, also known as AAW, is also just as it describes. The simple formula generated by these authors to become an AAW is age multiplied by annual realized income divided by 10. To become a PAW this same answer to this formula is used but multiplied by 2. For example for Mr. Walter is fifty years old and makes $150,000 a year and is only worth $750,000 his would be considered an AAW, for him to become a PAW he should be worth roughly $1,500,000. 


Most millionaires in America are first generation wealthy. More than half of these people never receive any type of inheritance or receive any college tuition from their parents.  A good portion live frugally, well below their means, they save or invest at least fifteen percent of there income. Some have invested forty to fifty percent of their income. In the book the authors interview a few decamillionaires, which is a person worth ten million dollars, during these sessions the authors supply really vintage wine, served with caviar, and other high-society snacks and beverages. When offering these items to one of the men he responded with a, “puzzled expression on his face and then said: I drink scotch and two kinds of beer--free and BUDWEISER!” At the end of the session none of the food was touched except the gourmet crackers. 


Most millionaires budget and spend their money wisely. This is taught in this class Personal Finance 1050. Budget and consumer spending is a major focus in the class.  To have a good strong budget in any situation or circumstance is very important. The majority of PAW’s do not live in high class neighborhoods or drive one hundred thousand dollar Porsches. They live in middle class areas and drive seven year old four door sedans. Most PAW’s are not materialistic people that are wearing ten thousand dollar watches with five hundred dollar pair of shoes.  Nearly all PAW’s appear to look like an average middle class person wearing jeans and a normal collared shirt with a pair of tennis shoes. Some do get custom tailored suits, but never over spend the budget. One does have to look professional to make money. A survey of prices paid by millionaires for clothing and accessories shows that more than ninety percent of millionaires have never paid more than $73 on a pair of shoes. It also shows that less than ten percent pay more than $298 for a pair of shoes and less than one percent pays more than $667 for a pair of shoes. Most people paying $667 for a pair of shoes or $2800 for a suit of clothing are people who make good annual incomes, but have nothing to show for it. That is the reason why they are not in the PAW category. In Personal Finance 1050 we learned that one should be aware of over spending on any item or investment. Even if you have the money to spend on an item you should think twice about the effects. After taking Personal Finance 1050 this is how I think, let’s pretend I just bought a pair of $667 pair of shoes. I also have a low 4.5%, 15 year mortgage to pay as my current main investment. If I had decided to pay $78 for shoes instead of paying $667 for the expensive pair I could have put $589 into my mortgage. With not paying interest on that $589 into my mortgage, over the next 15 years I could have saved myself $397.58 in interest. This same illustration could be used when purchasing anything that is not needed.


Most of the PAW’s in America are goal oriented, spend lots of time planning their financial future and have very strict budgets.  They know exactly what their family spends on food, clothing, shelter, investments, vacations, and every other money costing activity, but not all have daily, weekly, monthly, annual and lifetime goals. That is because good portions have already met their life goals and are in retirement.  In the book it is said, “PAW’s allocate nearly twice the number of hours per month to planning their financial investments as UAW’s do.” This shows one person the importance of goals and planning.


The book has one complete chapter on what cars PAW’s versus UAW’s drive. They tell a story of a millionaire who is offered a Rolls Royce as a gift for helping them stay in business. The down to earth entrepreneur kindly refuses the gift by saying, “I can’t throw a fish in the back seat of a Rolls, like I do right now when I go fishing. I really got to tell you that I don’t want it.” The average amount paid for a millionaire’s latest vehicle is only $24,800. Fifty percent that were surveyed have not spent more than $29,000 for a motor vehicle. PAW’s don’t go and buy Rolls Royce’s unless they have an excessive amount of money.


Descendants of well off families are given gifts or forgiveness loans, which are loans that are not to be repaid. The book calls this “economic outpatient care” or “EOC”, which is very common in America. EOC can be from paying for education to giving cash for commodities. EOC creates lots of people who financially rely on their parents, but it also gives people opportunities that lots of others do not get. The book states that “32 percent of millionaires will pay for their children’s graduate school.” EOC does not create losers, in fact the book says, “Those who receive gifts are not the “jobless dropouts”, they are likely to be well educated and to hold well-respected occupational positions.” These people are still likely to have a high consumption lifestyle, and receive assistances or help from parents or grandparents. In my family it is taught that you should never ever expect any inheritance or estates from anyone in the family. Now that does not mean it will not happen. You just prepare in life so your not dependent on that event. But Personal Finance 1050 has taught me that even if my sisters or I receive any type of inheritance we will invest or save it and not spend it on worthless possessions. My family has also taught us the exact principal of not being over consumers but Personal Finance 1050 put things into structured details and scheduled set plans.


The book finishes off with a very good point. Most millionaires are business owners and self-employed professionals right? What types of businesses do millionaires own? The authors answer that question by saying, “After twenty years of studying millionaires across a wide spectrum of industries, we have concluded that the character of the business owner is more important in predicting his level of wealth than the classification of his or her business.” This was my favorite part of the book because I could relate this to this whole semester of Personal Finance 1050. I’ve learned that even being a dry cleaner you can accumulate wealth into the millions over a long period of time. While your neighbor who has a BMW and Ducati bike is worth no more than the equity in his house if he has any. “The Millionaire Next Door” is a good book; I will have my fiancé, father, and both sisters read it. 

