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The Five Account System 
By 

Stuart Goldsmith 

Now I want to tell you about a powerful but simple idea for controlling spending and 
building wealth. This idea is so simple, that when you read it you're likely to dismiss it as 'too 
obvious'. Please don't. I use this exact idea myself and have done for many years. Also, 
American Guru Frederic Lehrman has such firm belief in this idea, that he tours the world 
lecturing on the subject. By the way, check out his excellent audio series 'Prosperity 
Consciousness' available from Nightingale Connant. Superb stuff. 

The idea runs like this:- 

The human brain is not terribly good at handling big projects. If you say to your 
subconscious 'go get a million pounds', it will really flounder because 'one million pounds' is 
not a concept easily grasped by the brain. It's just too big a number. Too big a project. 
However, the brain is very good at doing lots of smaller manageable tasks in a serial fashion. 
“Open a savings account and put £50 in it” is a task you can easily do. No problem. 

Going back to our theme of discipline, a command such as: “Save for thirty years and 
you can retire independently wealthy” is just too much for the brain. 

It cannot really contemplate five years, let alone thirty. The task is just too huge, and this 
is why people don't bother. They say to themselves “Heck, I know that thirty years of saving 
will make a lot of money, but thirty years is a long time and anything could happen. I'll spend 
it all now.” 

Alcoholics are not told: “You must give up drink and for the rest of your life - you 
cannot ever touch another drop.” No. The 'rest of your life' is just too big a project. Instead 
they are told: “Forget the rest of your life. Don't think about it. The trick is not to drink today. 
Stay sober one day at a time.” 

One Small Step 

So the trick is to realise that the brain can't handle big projects and to break these big 
projects down into bite-sized pieces. This is the way any large project gets completed. “Put a 
man on the moon!” is a ludicrous command to the average brain. It's utterly impossible to 
contemplate the enormity of such a task. The only way to handle it is to start cracking it down 
into smaller parts and putting teams of people to work on each task.  

Thus 'propulsion systems', 'human environment', 'medical', 'food and water', 'navigation', 
'power supply' and so on are all set up as separate tasks. Then, within those groups, the tasks 
are broken down even further. Eventually, you have tens of thousands of manageable tasks 
such as: “Build a 12-volt power supply which can deliver 3 amps continuous, weighing not 
more than 0.5Kg and occupying a space of 10cm x 5 cm x 4.5cm”. Now that's a task which 
any electronics engineer can comprehend and get cracking on. But “Put a man on the moon”? 
Forget it! I don't know how to do that! 
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Okay, here's how to apply this to your spending and savings habits. It's called the 'five 
account' method.  

It works. Please don't dismiss it. Give it a try. 

To operate this system, you must set up five accounts at your bank or building society (or 
even both - it doesn't matter where the accounts are located). Here are the five accounts: 

1. Income Account. 

2. Cheque Account. 

3. Financial Independence Account. 

4. Large Purchases Account. 

5. Cash Account. 

Here we are using the ability of the mind to handle small units/projects. We are breaking 
up our finances into manageable chunks. There are rules associated with each account, and of 
course, each account has a specific purpose, hopefully suggested by its name! Typically, 
accounts 3, and 4 would be Building Society 'deposit' accounts, and accounts 1, 2 and 5 
would be normal bank accounts or Building Society 'current' accounts. Here are the rules: 

Income Account 

This has just one function. It's the account into which you pay all the money you receive 
from all sources. Your pay cheque, the cheque for selling the car, your second job salary, 
gifts of money, whatever. Every penny you receive gets paid into this account and 
nowhere else. This also makes your accounts and tax computations easy. Just look down the 
statements for this account, and all your income is listed. 

The only function of this account is to receive your income, and to distribute it, by 
standing order, to the other four accounts. No money leaves this account apart from 
payments to the other four accounts. You do not have a cheque book on this account. Most 
importantly you do not have a 'cash-card' on this account. It is impossible for you to go to the 
bank and withdraw money from this account. That's done automatically by standing order, to 
the other four accounts. I hope I have made myself clear. 

Cheque Account 

If you have a bank account already, this is the sort of account you will have. It's a 
'current' account with a cheque book. That's all. The difference is that at present, your salary 
cheque (etc) is probably paid into this account. That's now changed. The only income into 
this account is by transfer from the Income Account. The cheque account is for paying 
bills. You do not write cash cheques or cheques for any other goodies on this account. You 
do not have a ‘hole in the wall’ card on this account. 
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Here's how it works. When you get a bill, you lay it to one side in a pile. A bill is just a 
request for payment, it is not an actual payment until you have paid it. When you have a 
suitable pile of bills you have to pay, you add them all up. Let's say the total is £391.62p. You 
write out a slip to transfer exactly this amount from your income account, into your cheque 
account, pop it in an envelope, and mail it to the bank. Obviously you can do this on line too. 
You then write out exactly £391.62 in cheques to pay the bills, and mail the lot. Any bills 
which are paid by standing order also go through this cheque account so you have to allow 
for these. Better still is to pay all utility bills by cheque. This gives you total control. You will 
never be overdrawn. 

Cash Account 

To stay solvent you must decide how much cash you need a week, and then never spend 
more. To determine this, look back over your cash withdrawals for the last six months. 
Decide if you could live on less. Come up with a sensible figure. Let's say it's £150 a week. 

Now set up a standing order to transfer £150 a week from your Income Account to your 
Cash Account. 

Your Cash Account will have an ATM cash card, and nothing else. When you need 
cash, you go to a hole in the wall, use this card, and withdraw cash. If you need more cash 
than £150 a week and the account is empty, then tough luck, you go hungry until the next 
£150 is transferred. Guess what? This is called discipline - having a limit on the number of 
sweeties you can withdraw from the jar at any one time, and not just using the card to 
withdraw the gas bill money or the rent because you 'need a few quid' to spend on whatever 
trash you think you ‘need’ right now. Sorry to sound harsh. Been there, done that.. 

Set it up so that you can't get cash from any other account apart from your cash account. 
This is to stop temptation. Making sense so far? It's a powerful system, I don't mind telling 
you. 

Now you must sit down and decide two things:- 

a) How much you can afford to save each month. This should ideally be 10% of your net 
income. Don't say 'no  way'. I never met a person who couldn't save 10% of their income, no 
matter how little that income was. You can always live on 90% of what you earn. 

b) How much you want to allocate each month towards saving for large purchases. This 
means T.V. dish-washers, holidays, furniture etc. I suggest another 10%, leaving 80% of your 
salary to split between the cheque account and the cash account. 

Let's say you have decided on 10% and 10%. Set up two more standing orders. The first 
one transfers 10% from the Income Account to the Financial Independence Account. The 
second transfers 10% from the Income Account to the Large Purchases Account. This should 
happen automatically, each month after your salary has cleared. You don't have to take a 
monthly decision to save, it's done for you. If you had to take a monthly decision to save, that 
decision would ALWAYS be: “I can't afford to save this month because of x, y and z. I'll 
start next month.” So make it automatic. Also, these standing orders come out FIRST, 
immediately after your pay cheque (or whatever) has been paid in. You save first and spend 
what's left.  
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Why?  

Because there's never anything left if you spend first and then try to save. 

Large Purchases Account 

This is what its name suggests. Whenever a large purchase comes up, look at this 
account. If there's enough money to buy the item, then go for it. This is what the account is 
for, to spend on large purchases. The money in this account is not for saving, or paying bills. 
It's for spending on goodies. So spend it. If there's not enough money in the kitty, then forget 
it, you can't afford the item. No debate. No argument. You can't afford it. How do you know 
you can’t afford it? Simple – there’s not enough cash in the account. Go away until you have 
accumulated enough in the account. 

Compare that to what most (undisciplined) people do when faced with a large purchase. 
They buy it anyway. They use the electricity, rent and gas money and then hope that 
'something' will turn up. Or they buy it anyway and pay for it over months or years with 
money which they have already allocated for other things. In other words, they are spending 
their salary several times over and 'hoping' that 'it will be all right'.  

Sad. 

This account is usually a Building Society account with a 30-day withdrawal notice. That 
makes you think for a month before spending the loot - so no impulse purchases! You 
withdraw the money in cash, or counter cheque made out to the store/person you are buying 
the item from. 

Financial Independence Account 

This is the best and most exciting account. The purpose of it is to make you independently 
wealthy at some point in the future. Make this a Building Society Account with the longest 
possible withdrawal notice (120 days?) and the highest interest rate. 

The trick here is that you never withdraw the money from this account! Never. No 
excuses, no exceptions, no emergencies. Consider this money to be gone forever. 

You'll get interest on this account. At first it will be pitiful. Leave it to build and build. 
Eventually, you will get enough interest to 'buy' you a week of life! Then enough to 'buy' you 
a month of your life back (e.g. interest equivalent to one month's salary). Then a year, then 
several years. Eventually you will be able to give up work altogether. 

If you get a sudden windfall of money, put half of it into this account, and do whatever 
you like with the rest. 

Okay, that's the idea. Simple, huh? But very powerful. It's not just for the poor and needy. 
I use this system myself. Everyone needs to set limits on their spending. It doesn't matter 
how much you're earning, you can always dream up ways of spending until there is 
nothing left. 
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Please, please consider using this system. It's a bit of a pain to set up, but not that tricky. 
You could do it in an afternoon. The sheer thrill and power of having your finances under 
precise control has to be experienced. I promise that if you operate this system you will be 
happier and more wealthy. 

It takes discipline, though.... 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Stuart Goldsmith, c/o Alithea Limited, 12 Tilbury Close, Caversham, Reading, RG4 5JF 
www.stuartgoldsmith.com (You can email me from that site.) 

Copyright Notice and Use of This Material 
 
This article is copyright Stuart Goldsmith. However, if you wish to distribute the article 
in part or in entirety, you may do so with one proviso – that you acknowledge me as 
author. When using a part of the article, please say something like: As Stuart Goldsmith 
says... ‘The trick here is that you never withdraw the money from this account! Never. No 
excuses, no exceptions, no emergencies. Consider this money to be gone forever.’ 
When using the whole article, quote me as the author. 
In both cases, it would be a kindness to point your readers to my web site to compensate 
me for the use of my writing. www.stuartgoldsmith.com. Thank you. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


