
 

 

Building an Emergency Savings Fund 

Start small and build a cushion for life’s unexpected expenses 

Originally published September 17, 2018. Updated September 20, 2026. 

An emergency savings fund puts a cushion between you and an unexpected financial setback. A 

major car repair, urgent dental work, or a lost paycheck can strain your budget. Money set aside 

in advance gives you more choices and may reduce the need to borrow. 

You don’t have to build the entire fund at once. Start with an achievable amount, contribute 

regularly, and increase your goal as your circumstances allow. 

Find Out What You Need 

Use your personal finance worksheet to calculate the expenses you would need to cover if your 

income stopped. Include housing, basic groceries, utilities, insurance, transportation, necessary 

medical care, and minimum debt payments. 



Base your target on essential expenses rather than your full salary. If those expenses total $2,500 

a month, three months would require $7,500; six months would require $15,000. The FDIC cites 

a common recommendation of at least six months of living expenses. Treat that as a planning 

benchmark, not an amount you must reach before your savings become useful. Read the FDIC’s 

savings guidance. 

Consider your own risks: an unpredictable income, a household dependent on one paycheck, or a 

specialized occupation may call for a larger cushion. Avoid assuming that finding another job 

will take a fixed number of months. 

Set a First Milestone You Can Reach 

A large target can feel discouraging when you’re starting from zero. Break it into stages. 

Your first milestone might be $250, $500, or enough to cover a likely repair. Then work toward 

one month of essential expenses and build from there. These are examples, not requirements. 

The Consumer Financial Protection Bureau emphasizes that the right amount depends on your 

situation and that even small savings can provide some protection. See its emergency-fund guide. 

Separate Emergencies From Predictable Expenses 

An emergency fund is for necessary, unplanned costs or a disruption in income. 

An unexpected breakdown that keeps you from getting to work may qualify. Routine oil 

changes, annual insurance premiums, holiday gifts, and vacations belong in separate savings 

categories. 

Before withdrawing money, ask: 

• Is this expense necessary? 

• Was it genuinely unexpected? 

• Does it need attention now? 

A sale on something you want doesn’t become an emergency because the price is attractive. On 

the other hand, don’t hesitate to use the fund for a genuine need. That is why you built it. 

Keep the Money Safe and Accessible 

A separate savings account can help keep emergency money apart from everyday spending. 

Look for an account at an FDIC-insured bank, and keep your deposits within applicable 

insurance limits. 

https://www.fdic.gov/consumer-resource-center/2025-01/saving-unexpected-and-your-future
https://www.fdic.gov/consumer-resource-center/2025-01/saving-unexpected-and-your-future
https://www.consumerfinance.gov/an-essential-guide-to-building-an-emergency-fund/


Compare fees, minimum-balance requirements, interest rates, and how quickly you can access 

the money. An attractive rate is less useful if fees consume the earnings or transfers take longer 

than you expect. 

The purpose of this fund is dependable access when something goes wrong. The FDIC discusses 

insured savings options and account considerations. 

Make Room for Regular Contributions 

Review your budget for changes you can sustain. Canceling an unused service, reducing delivery 

orders, or finding a less expensive phone plan may free up money. 

For example, redirecting $25 a week would add $1,300 over a year, before interest. The amount 

can be smaller; consistency still counts. 

If essentials already consume your income, acknowledge that reality. You may need assistance, 

additional income, or time before regular saving becomes possible. A tight budget is not proof of 

poor discipline. 

Once you identify an affordable amount, consider an automatic transfer after payday or splitting 

your direct deposit between checking and savings. Keep enough in checking for upcoming bills, 

and adjust transfers when income changes to avoid overdrafts. The CFPB explains automatic 

saving options. 

Give Your Fund an Occasional Boost 

A tax refund, cash gift, or proceeds from selling something you no longer use can help you reach 

the next milestone. Decide how much to save while accounting for other pressing obligations. 

If you regularly receive a large tax refund, review your withholding with the IRS Tax 

Withholding Estimator. Correcting excessive withholding may free up money during the year, 

but it does not reduce the tax you owe. Withholding too little can lead to a tax bill and possible 

penalties. 

You can also choose direct deposit into a savings account when filing for a refund. Review IRS 

payment and refund guidance. 

Replenish and Reassess 

After using the fund, add rebuilding it to your budget. Drawing on savings for a necessary repair 

means the fund did its job. 

Review your target when circumstances change—a move, marriage, new child, job change, or 

higher essential expenses may alter what you need. 

https://www.fdic.gov/consumer-resource-center/2025-01/saving-unexpected-and-your-future
https://www.fdic.gov/consumer-resource-center/2025-01/saving-unexpected-and-your-future
https://www.consumerfinance.gov/an-essential-guide-to-building-an-emergency-fund/
https://www.consumerfinance.gov/an-essential-guide-to-building-an-emergency-fund/
https://apps.irs.gov/app/tax-withholding-estimator
https://apps.irs.gov/app/tax-withholding-estimator
https://www.irs.gov/publications/p505
https://www.irs.gov/publications/p505


Start with what you can manage. Each contribution gives you a little more breathing room for the 

next time life interrupts your plans. 
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