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JIMMcCARTHY, chief executive of
Poundland, is one of the winners from
Britain and Ireland’s changing retail
landscape.
The success of the discount store group,

which trades in Ireland as Dealz, has
allowed him tomaximise his lifetime
pension allowance and he is looking for
ways to sheltermoney from the taxman.
McCarthy joined Poundland as chief

executive in 2006. As a shareholder, he
also profited when the companywas
sold toWarburg Pincus, the American
private equity firm, in 2010 for a reported
£200m (¤236m).
Poundland has 27 Dealz stores in

Ireland.
McCarthy has almost 40 years’

experience in retailing, including eight
years as chief executive at T&S Stores,
which hadmore than 1,000 outlets and
was bought by Tesco in 2002. He has also
worked for Next and Sainsbury’s.
The 57-year-old, whose grandfather

hailed from Cork, was born in Nuneaton
and attended grammar school in
Birmingham, leaving at 17 to become
a junior trainee at a newsagent.
He lives with his wife Rosie, 57, in

Stratford-upon-Avon. They have two
children; James, 25, and Sean, 22.

Howmuchmoney do you
have in your wallet?
I’ve just spent it all. I normally have £50
to £100.

What credit cards do you use?
I use a Barclaycard. I’ve banked with
Barclays since I was 17. I remember when
we adopted our first child, I needed some
money for things like a cot, and the bank
was very understanding. It agreed to
increasemy overdraft.
The staff also sentme andmywife a

card wishing us well.
I also have savings accounts with

Lloyds.When Poundlandwas sold Imade

about £10m. I invested half of this back
into the company— I have about a 7%
stake today— but wondered what to do
with the rest.
I ended up puttingmoney into fixed

rate accounts, some of whichwas set aside
to pay tax.

Are you a saver or a spender?
I tend towards saving. I do splash out
occasionally.
I boughtmyself a newMini for

Christmas for £29,000. Technically, it’s
formywife. I think I’ll end up driving it
more though.

Howmuchdid you earn last year?
I haven’t crystallised all my investment
profits over the past 12months, but if I
did, it works out to a few hundred
thousand. I also get a six-figure salary
from Poundland.

Have you ever been really hard up?
In 1974, when I was about 18, and had just
gotmarried to Rosie, whowas the same
age, I was earning something like £15 a
week at a newsagent, butmy rent was
£7.50. Another 50p went into the
electricitymeter.
It was tight.We used to save pennies

in a coffee pot andwe didn’t have a
honeymoon.
Do you own a property?
I own a five-bedroom detached house near
Stratford-upon-Avon, built about 60 years
ago. I bought it in 2006 for £1.8m. It’s
worth about that now.

Whatwas your first job?
I was a paperboy when Iwas 12. I got 50p
aweek.
What’s been yourmost lucrativework?
Working for Poundland. It’s not just the
salary butmore the share options and the
positive outlook for discount stores on
today’s high street.

How long can Poundland resist inflation?

We’ve been going for 22 years. The
company in America, called Dollar Tree,
has been going formaybe double that, so
that givesme confidence.
It may be that, at some point, a pound

will be worth too little for the business
to work, but I certainly expect it to
outlastme.
Are you better off than your parents?
Monetarily, yes. My father was in the
army and then ran a pub. Mumworked
as a bank clerk and later as an
administrator.

Do you invest in shares?
The bulk ofmy investments aremanaged
by Quilter [minimum portfolio size is
£200,000 for discretionary accounts].
The returns consistently beat the

market. I indicate the level of risk I

amwilling to take— usually medium
to low.
I also have a separate portfolio of shares

that I buy and sell myself. I tend to stick
with cash generative, FTSE 100 firms, such
as Imperial Tobacco and Vodafone,
although they haven’t been great for
growth [the shares are up 6% and down
9% respectively over a year, but yield
4.4% and 6%].
Longer-termholdings include Tesco,

which I bought at about 180p— they’re
now trading at about 340p.
I have some exposure to emerging

markets, but that’s more via the Quilter
portfolio. I have also invested in private
companies that qualify for the enterprise
investment scheme (EIS) [EIS offers 30%
income tax relief if held for at least three
years], although not all have donewell.
Onewent bust about four years ago and I
lost £30,000.

What’s better— property or pension?
I can’t put anymore into a pension as I’ve
reachedmy lifetime allowance [£1.5m in
the UK, falling to £1.25m in April 2013] so I
take a bigger salary instead.
Overmy lifetime, property has probably

offeredme better returns overall though.
What’s been your best investment?
My first million wasmadewhen I soldmy
T&S shares to Tesco. Technically, the
shares were converted when Tesco bought
the company.
For every T&S share I got 1.8 Tesco

shares, whichwere rising at the time
too. The overall returnwas between £3m
and £4m.

What about worst?
I lost money on a house I bought in
1991 for £380,000, again in Stratford-
upon-Avon.

I lived in it for seven years and sold for
about £400,000. If you take account of
inflation, that’s quite a big loss. There’s
also themortgage interest payments and
repair costs over the years.
I suspect it would be a similar situation

if I sold the property I live in now any
time soon, although I have no intention of
doing so.

What’s themost extravagant
thing you have ever bought?
When Poundlandwas bought I splashed
out on a Porsche 911 Turbo Cabriolet
which cost £130,000. It’s black.

What is yourmoneyweakness?
Cigarettes.

What is themost important lesson you
have learnt aboutmoney?
Money gives you choice.

The boss of Dealz has maxed his pension
and is a keen investor in smaller firms

A
lifetime of
involvement with
investments has
taughtme that
poor returns

always follow good ones.
The only way to achieve
long-term success is to
allow time for your
investments to grow, rather
than trying to pick the best
time in which to invest.
For time to work,

diversification is key.
We all know the warning

about not putting all of your
eggs in one basket.
Yet when it comes to

investing, the warning is all
too often applied only to
other people, and then to
those who have not
experienced poor
investment returns for a
while (or possibly ever).
So what exactly is

diversification and how
should you go about it?
It might be easier to

describe what diversification
is not. I have come across
portfolios spread across
different investment houses
but using the same type of
funds, be theymanaged
funds or consensus funds.
Just because several

different names are on your
portfolio, it does not mean it
is diversified. When you drill
down into the funds it
usually becomes apparent
that the same assets and
even the same specific
investments are being used
by all of the fundmanagers
concerned.
Rather than being

diversified, the risk is tightly
concentrated.
How do you go about

being diversified? First of all
you need to divide your
investments between a
range of assets — equities,
government and corporate
bonds, property, cash and
even commodities such as
gold.
This task is labelled asset

allocation and is, by far, the
most important investment
decision you will make.
Rather than focusing on

specific investments, getting
the asset mix right will
determine the broad rate of
return you will achieve over
time.
It will also determine the

volatility of your portfolio.
Those with higher equity
content, especially in
sectors such as emerging
markets, will endure far
more volatility than
portfolios that have a lot of
government bonds and cash.
Themain focus of

diversifying is to minimise, if
possible, the correlation
between the performance of
different asset classes.
Assets that are directly

correlated will move up and
down in broadly the same
proportions all of the time.
By diversifying, you are

looking to hold investments
thatmove in different
directions at different times.
Overall you need some

parts of your portfolio to
move up while others are

moving down. This is called
“smoothing returns” and
counters the rollercoaster of
volatile markets.
In choosing assets you

will need to direct your
money towards international
shares and bonds since they
often behave differently
from domestic assets
depending on the different
economies in which they
operate. The same argument
can bemade for diverting
part of your portfolio into
small companies, value
stocks, property and even
commodities.
While you canmake

considerable gains by
concentrating on specific
investments instead of
having a broad-based
portfolio, you also run the
risk of losing it all. Consider
all those individuals —
investors and employees —
who held all their wealth in
bank stocks before the
meltdown of recent years.

Many elderly investors
were depending on bank
dividends as an income in
their old age.
The same risks are being

run by employees of IT
companies whose only
wealth is their employment-
related shareholdings.
The cornerstone of

diversity lies in a personal
financial plan quantifying
howmuch of an investment
return you require from your
investments.
Toomany people in the

Celtic tiger era chased high
returns without stopping to
consider whether they
should be running the
associated risks.
By focusing on an

investment return
appropriate to your
circumstances, your asset
allocation should reflect
your goals.
When you do this, you

should onlymake changes
when your goals change—
not when themarket does.
Review your investments

at least once a year to
ensure that one asset class
is not widely outperforming
another.
If it is, sell the portion

that exceeds your original
allocation and reinvest the
proceeds in the other
non-performing or
lower-performing sectors.
This is known as

rebalancing and is an
integral part of smoothing
out investment returns.
Finally, resist the

temptation tomake
dramatic changes just
because a particular
investment does not set the
world on fire.
Diversification is based on

the principle of return to the
mean. Over time, asset
classes will perform— but
maybe just not today or this
year.

Eamon Porter is the
principal of Aspire Wealth

Management, which advises
on investments, retirement,
tax planning and financial

protection

Getting investment portfolio
right is delicate balancing act

McCarthy made his first million when he sold his T&S shares to Tesco. His biggest setback came when he lost money on a house he bought in England

Low price
but a high
achiever
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Gary Keogh, who twice pelted AIB bosseswith eggs,
wasn’t impressedwith the bank’s investment record
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