Action Plan:
START AN EMERGENCY FUND
We never know what the future holds for us, so it’s
always good to be prepared. Having an emergency
fund put away is extremely important so you’re always
prepared to deal with what life brings—good or bad.

Follow these five tips to help you set goals and take steps toward
starting an emergency fund.
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Chart your monthly income and expenses. If you’ve already completed
the Track Your Spending Action Plan, just refer back to your worksheet
to see what your monthly expenses are. If not, you can use the Track
Your Spending worksheet or get a piece of paper and write down
how much money comes in and everything you spend money on
every month. Be sure to include recurring expenses such as your rent
or mortgage, utility bills and childcare, and estimates of other outof-pocket expenses for things you might buy such as movie tickets,
dinner out and clothing.
Set your emergency savings goal. An emergency fund should cover
three to six months’ worth of realistic living expenses. If you feel
your income is stable or have access to home equity or other forms
of credit to use if needed, then you may be able to plan for the lower
figure. If your credit is near its limit and your income outlook is less
secure, you might want to save more.
Develop a plan to start saving. Setting a goal and developing a plan
to achieve those goals go hand-in-hand. Part of your plan may include
specific and measurable targets to work toward. For example, one
specific goal may be to save an extra $300 over the next six months to
put into an emergency fund.
Put your emergency fund in an accessible place. The best place for
your emergency fund is in a liquid account (accounts where your
cash is easily accessible). A liquid account might be a regular savings
account at a bank or credit union that provides some return on your
deposit and from which your funds can be withdrawn at any time
without penalty. If you consider other options, like a certificate of
deposit, money market fund or mutual fund, be sure to figure out how
accessible your money will be in an emergency.
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Stick to your plan. Once you’ve created your plan, make sure you
stick to it. This can sometimes be the hardest part of saving for an
emergency fund or any financial goal in general. If your goals are
realistic and attainable, sticking to the plan will be much easier.
Starting an emergency fund is a necessary building block for long term
financial stability. Anyone can do it; you just need the right goals and
a plan. For more information on setting goals and creating a plan, see
the Set SMART Goals Action Plan. For tips on finding extra cash flow
through budgeting or debt management, see the Making Ends Meet
Toolkit.
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