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Having quick access to a cash emergency fund can prevent your family from falling into debt.
Building an emergency fund into your family budget provides financial protection when
unexpected expenses arise. Follow these steps to create your family’s rainy day fund.

Assess Your Risk

Evaluate your family’s risk level based on job security, health, homeownership costs, and other
factors. Higher risk families should aim for a larger emergency fund equivalent to 6-12 months of
living expenses. Lower risk households can start with 3-6 months worth.

Find the Money for Your Family Budget

Dedicate a percentage of your family’s take home pay, such as a foster care allowance, to
emergency savings each month. Start with 10% then increase the amount gradually. Look for areas
to trim back, like eating out, to free up more savings. Temporary lifestyle cuts can help build the
fund faster.

Pick Your Savings Account

Choose an accessible low or no fee savings account to hold the emergency fund. Online banks
tend to offer higher interest rates. Make sure you can easily transfer money into your everyday
spending account when urgent needs arise. Be wary of savings accounts that lock your money
down for afixed term.

Make It Automatic

Set up an automatic monthly transfer from your household account to the emergency fund account
so contributions happen consistently without effort. Some employers allow splitting direct deposit
payments between different accounts.

Track Your Progress

Note your monthly emergency fund contributions in your budget and check totals quarterly.
Watching the balance grow will keep everyone motivated. Celebrate hitting key milestones like
£1,000 or 3 months' worth saved.
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Protect the Balance

Avoid the temptation to tap the emergency fund for non-emergencies like holidays or new gadgets.
Stick to using it only for true financial criseslike job loss or major home repairs.

Consolidate Accounts

If you have multiple savings pots, consolidate them into your emergency fund account so it’s clear
what isreadily available. Keep longer term savings like university funds separate.

Top Up Regularly

Review your emergency fund total every 6 months and top up as needed to stay near your target
amount as your family’s living expenses change. Aim to replenish the fund quickly after any
withdrawals.

Broaden Protection

In addition to cash savings, consider supplemental insurance for added protection from risks like
ilIness, disability, or job loss. This can reduce how much you need in emergency cash reserves.

Keep Some Cash

Hold a small amount of actual cash at home in a safe place. In a crisis where electronic bank access
is disrupted, cash ensures you have funds to cover critical needs.

Review Annually

Schedule time once a year to review your emergency fund goals and policies to ensure they still
meet your family’s evolving financial situation and risk profile. Adjust the fund amount and
contributions accordingly.

Having 3-12 months' worth of living expenses in an accessible emergency fund provides enormous
peace of mind. Disasters happen, but your family will be financially prepared with a dedicated
rainy day savings buffer built into your budget.
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