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IMPORTANT INFORMATION

The contents featured in this publication 
are for your general information and use 
only and is not intended to address your 
particular requirements. Articles should 
not be relied upon in their entirety and 
shall not be deemed to be, or constitute, 
advice. Although endeavours have been 
made to provide accurate and timely 
information, there can be no guarantee 
that such information is accurate as 
of the date it is received or that it will 
continue to be accurate in the future. 
No individual or company should act 
upon such information without receiving 
appropriate professional advice 
after a thorough examination of their 
particular situation. We cannot accept 
responsibility for any loss as a result of 
acts or omissions taken in respect of 
any articles.
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Introduction
Budgeting for big events such as a wedding, house 
deposit or a family holiday are relatively easy as you 
know how much they are going to cost so you can 
budget accordingly. 

It does, however, become a little trickier to budget if you need a 
new boiler and your car requires £1,000 worth of repairs within 
the same month, or if your child needs to pay a £200 deposit 
for a school trip.

This is where the importance of an emergency fund comes in, as 
it serves as a financial safety net, providing peace of mind and 
security during unexpected life events. No matter the reason, 
having a reserve of funds set aside can help you to weather the 
storm without derailing your long-term financial goals.
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It serves as a financial safety net, providing 
individuals and families with peace of mind and 
security during challenging times. 

The main purpose of an emergency fund 
is to help cover essential costs—like 
mortgage or rent, utilities, groceries, and 
car repairs—when unexpected events 
occur, such as losing your job or facing 
multiple expenses at the same time.

Unlike other savings accounts earmarked 
for specific goals, such as retirement or 
investments, an emergency fund is easily 
accessible, allowing you to quickly access 
funds when needed without penalties or 
restrictions. The recommended size of an 
emergency fund varies depending on individual 
circumstances, but it is typically suggested 
that you should have enough savings to cover 
at least three to six months’ worth of essential 
living expenses.

An emergency fund is a dedicated savings account 
set aside to cover unexpected expenses or financial 
emergencies that may arise in life.

What is an  
emergency fund?
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Building an emergency fund

Budgeting an amount to go into your emergency fund each month can help 
it to grow without you even thinking about it. Taking £25-£50, for example, 
out of your leisure allowance for the month and creating a direct debit into 
your emergency fund can soon see the amount rise.

If you are lucky enough to receive a bonus at work or you come into an 
unexpected windfall, such as a tax refund or inheritance, contributing this 
towards your emergency fund will help to accelerate its growth.

Managing your emergency fund

Maintain your emergency fund in an easily accessible account, such as  
a high-rate savings account to ensure quick access in times of need.  
If you do need to tap into your emergency fund, prioritise replenishing  
the withdrawn amount as soon as possible to restore its full balance.

Regularly review and adjust the size of your emergency fund as your 
financial circumstances change, such as changes in income, expenses,  
or risk factors. This way you can maintain a three-to-six-month fund  
should you need it. 

The benefits of having an emergency fund

Without question, the main benefit of having an emergency fund means 
that you can avoid accumulating high-interest debt by having funds readily 
available to cover unexpected expenses without resorting to borrowing.  
You can also enjoy the security and peace of mind that comes with  
knowing you have a financial cushion to fall back on in times of crisis.

It may be that you never have to use your emergency fund which  
also means that as you reach retirement, you will have additional income 
to use. Start building your emergency fund today and enjoy the peace of 
mind that comes with being financially prepared for whatever life may bring.
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