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“Building a rainy-day fund during good times may not be
politically popular, but it can pay off during the bad times.”
Ben Bernanke

The Financial Safety Net: Building Your Rainy-Day Fund

In the realm of personal finance, one universal truth prevails: life remains
unpredictable. Unexpected occurrences such as medical emergencies, car repairs,
or sudden job loss can disrupt your financial equilibrium. This is precisely where
the significance of an emergency fund becomes evident. At SMH Capital Group,
we underscore the importance of maintaining an emergency fund—an invaluable
financial safety net that offers both peace of mind and financial stability when



life's surprises strike. In this edition of "A Friday Thought," we explain the pivotal
role of an emergency fund and provide a step-by-step guide on establishing one.

The Emergency Fund: A Financial Lifeline
Why is an Emergency Fund Essential?

An emergency fund, also known as a rainy-day or contingency fund, constitutes a
dedicated pool of resources set aside to cover unforeseen financial expenses or
emergencies. It functions as a buffer, shielding you from financial turbulence.
Here's why it's imperative:

Financial Protection: Life can hurl curveballs at you at any moment. Whether it's
an unforeseen medical bill, a major car repair, or an unexpected job loss, your
emergency fund acts as a financial safety net, ensuring that you are prepared for
the unexpected.

Peace of Mind: Attaining peace of mind becomes simpler when you possess a
financial safety net. This reduces stress and worry, eliminating the need to rely on
credit cards or loans during emergencies—a practice that often further leads to
mounting debt. Financial strain can also take a toll on your overall mental and
physical well-being. Therefore, with an established emergency fund, you can relax,
knowing that you have a financial cushion to lean on when faced with unforeseen
challenges.

Debt Avoidance: In the absence of an emergency fund, many individuals resort to
high-interest credit cards or loans to cover unexpected costs. This can set in
motion a debt cycle that's difficult to break free from in the future.

Sustaining Financial Goals: An emergency fund aids in staying on course with your
long-term financial objectives, such as saving for retirement, purchasing a home,
or funding your child's education.

Avoiding Drastic Measures: Without an emergency fund, people may find
themselves compelled to dip into their retirement savings or liquidate
investments, both of which can result in long-term financial consequences.

How to Create an Emergency Fund



Now that we've established the importance of an emergency fund, let's delve into
how you can initiate its creation. Following these steps will help construct a robust
financial safety net:

Set Clear Objectives:

Begin by determining the amount you wish to save in your emergency fund. A
commonly recommended guideline is to aim for at least three to six months'
worth of living expenses. However, your specific circumstances may necessitate a
larger or smaller fund. Factors like job stability, family size, and other financial
commitments should be considered.

Develop a Budget:

To accommodate contributions to your emergency fund, establish a budget that
outlines your income and expenditures. Identify areas where you can cut back or
allocate more funds towards savings. Prioritize your emergency fund as a non-
negotiable expense.

Create a Dedicated Account:

To resist the temptation of using your emergency fund for non-urgent expenses,
consider opening a separate savings account exclusively designated for
emergencies. Consider an account that offers easy access, such as a high-yield
savings account, but ensure it remains unlinked from your primary checking
account. As an alternative investment option, contemplate short-term Treasury
bills to safeguard your emergency fund.

Commence with Modest Contributions:

If the prospect of saving a substantial amount seems daunting, don't be
discouraged. Start with a small, manageable goal and incrementally increase your
contributions as your financial situation improves. The key is to cultivate the habit
of regular saving.

Automate Your Savings:

Set up automatic transfers from your checking account to your emergency fund
savings account. Treating your contributions as a monthly bill ensures consistent
progress without the need for constant attention. Consider “yourself” a bill that



must be paid and pay “yourself” first each month until the rainy-day account is
fully funded.

Windfalls and Bonuses:

Any unexpected windfalls, such as tax refunds, work bonuses, or monetary gifts,
can be directed towards your emergency fund. These occasional lump-sum
contributions can significantly expedite your savings progress.

Trim Unnecessary Expenses:

Review your monthly expenses regularly and identify areas where you can cut
back. This might involve reducing dining out, cancelling unused subscriptions, or
finding more cost-effective ways to meet your needs.

Stay Committed:

Building an emergency fund demands dedication and discipline. Stay committed
to your savings goals, even in the face of temptations to spend on non-essential
items. Remind yourself of the peace of mind it will provide.

Periodic Reassessment:

Life circumstances change, so it's vital to periodically reassess your emergency
fund objectives. Adjust your savings plan accordingly if your financial situation
improves or deteriorates.

In Conclusion

An emergency fund is not merely a financial accessory; it serves as a lifeline,
offering security and resilience needed to navigate life's unpredictable journey
without being derailed by unforeseen financial challenges. At SMH Capital, we
encourage all our clients to establish and maintain an emergency fund as an
essential component of their financial planning.

Begin with modest steps, maintain consistency, and observe your financial safety
net grow. Always remember that peace of mind and financial security are well
worth the effort. If you require personalized guidance on financial planning,



whether you are just embarking on your journey or need assistance optimizing
your emergency fund, our team is here to support you every step of the way. Your
financial well-being remains our utmost priority, and we are dedicated to helping
you build a more secure future.

As a value to our clients, our team, which goes beyond the traditional role as
financial advisors, is available to be a sounding board for family members, friends,
or colleagues Therefore, even if they are not our clients, they can still benefit from
our services and rely on us as a trusted advisor.

Furthermore, we extend the opportunity for our clients to share A Friday Thought
with those they believe would be interested. If you know someone who would
appreciate receiving our A Friday Thought, kindly provide us with their email
address, and we will gladly add them to our distribution list. It is our way of
reaching out and providing valuable insights to a wider audience.

This week’s trivia: What half of the American pastime was founded on February
2", 1876.

Last week’s trivia: What is the score of the Ravens / Chiefs game going to be? 17

-10 8

Have a great weekend!
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The views expressed herein are those of the author and do not necessarily reflect the views of Steward Partners or
its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any opinion
expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of
future results.

This material does not provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. The strategies and/or investments
discussed in this material may not be appropriate for all investors. Steward Partners recommends that investors
independently evaluate particular investments and strategies and encourages investors to seek the advice of a
Wealth Manager. The appropriateness of a particular investment or strategy will depend on an investor’s
individual circumstances and objectives.

The investments and services listed may not be appropriate for all investors. Steward Partners Investment
Solutions, LLC recommends that investors independently evaluate particular investments, and encourages
investors to seek the advice of a Wealth Manager. The appropriateness of a particular investment will depend
upon an investor's individual circumstances and objectives.

Asset Allocation does not assure a profit or protect against loss in declining financial markets.

Rebalancing does not protect against a loss in declining financial markets. There may be a potential tax implication
with a rebalancing strategy. Investors should consult with their tax advisor before implementing such a strategy.

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across
many sectors and companies.

Steward Partners Investment Solutions, LLC (“Steward Partners”), its affiliates and Steward Partners Wealth
Managers do not provide tax or legal advice. You should consult with your tax advisor for matters involving
taxation and tax planning and their attorney for matters involving trust and estates.

Securities and investment advisory services offered through Steward Partners Investment Solutions, LLC,
registered broker/dealer, member FINRA/SIPC, and SEC registered investment adviser. Investment Advisory
Services may also be offered through Steward Partners Investment Advisory, LLC, an SEC registered investment
adviser. Steward Partners Investment Solutions, LLC, Steward Partners Investment Advisory, LLC, and Steward
Partners Global Advisory, LLC are affiliates and separately operated.
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