
Newsletter: October 2019 

Planning for Emergencies 
I am sitting writing our Newsletter for October a little earlier than usual (25

th
 September as I 

type). “Why?” I hear you ask. 

Well, the collapse of Thomas Cook has just hit the news and I started to think of all the  
emotional and financial pain their clients must be enduring. 

“What subject shall I use for this month’s newsletter?” I thought and the answer was obvious. 
Let’s look at how we would advise the three generations of the Smith family regarding  
earmarking money for an ‘Emergency Fund’ within their overall financial planning strategy. 

After all, it’s handy to have easily accessible funds to help buy replacement flights, whilst we 
endure the interminable wait for compensation! 



What is an emergency fund? 

As part of an overall financial planning  
strategy, everyone should prepare for sudden 
and unforeseen expenses by either  
earmarking some of their liquid capital or by 
regularly putting money aside. 

Within the three generations of the Smith  
family, the parents and grandparents are likely 
to have sufficient capital already accumulated 
where they can set aside a certain amount to 
provide for their emergency fund. 

For the children, it would be sensible to build 
up an emergency fund as soon as possible 
and this is likely to be best achieved by saving 
affordable, regular amounts over time. 

For the Smith children, typical emergencies or 
unforeseen expenses will be things like car 
repair or replacement or mobile phone  
breakdown. 

For the Smith parents, it may be home repairs 
such as boiler or washing machine breakdown 
or acting as the bank of Mum and Dad and 
lending money to children who had forgotten 
to accumulate an emergency fund! 

For the grandparents, it could be unforeseen 
medical bills or dental repairs or even acting 
as the bank of Mum and Dad for their children 
who had forgotten to accumulate an  
emergency fund! 

Where should the emergency fund be 
kept? 

It is important to remember the key objectives 
of an emergency fund, which will be common 
to most of us. Probably most importantly is 
that we would want quick and easy access to 
the fund for obvious reasons.  

There is then the question of striking the right 
balance between having secure funds where 
there is little risk to the savings and trying to 
obtain a decent investment return. 

For an emergency fund, it is probably more 
important to keep the savings secure and free 
from risk rather than struggling to find a decent 
investment return. 

 

As a result, we are really limited to holding an 
emergency fund in some form of cash deposit 
where we can gain easy access and where there 
is no risk to our savings. 

We could hold the money in our current account 
but there would probably be too great a  
temptation to spend on items which are not  
emergencies. 

To many of our clients, our advice is to keep the 
emergency fund in National Savings Premium 
Bonds. The money is secure; it is easily  
accessible and there is the outside possibility of 
earnings in tax-free winnings. 

How much should be kept in the emergency 
fund? 

Whilst we are strong advocates of everyone  
having an emergency fund, there is such a thing 
as having too much emergency cash. We do not 
want to keep more than we need in cash savings 
as the money is unlikely to retain its spending 
power because of the effect of inflation. Not  
maintaining its purchasing power, is also a  
reason why we should review the value of the 
fund, with a view to topping it up every now and 
again. 

Financial planning experts have historically  
suggested that a rule of thumb guide for a  
sensible size emergency fund should be between 
3 times and 6 times our essential monthly  
expenditure. So, if we spend £1,000 per month 
on the mortgage, food, utility bills, cars, etc., we 
should have an emergency fund of between 
£3,000 and £6,000. 



However, we believe that a major benefit of having an emergency fund within our overall  
financial planning strategy is that it provides comfort and peace of mind.  

Therefore, when deciding how much to keep in our emergency fund, it is probably best to rely 
on gut instinct and whatever feels right. 

The maximum amount that can be saved into Premium Bonds is £50,000 per person which 
should be more than sufficient to provide an adequate emergency fund even for the most  
cautious investor. 

Monitoring and reviewing an emergency fund 

As with any aspect of financial planning, it is important to regularly monitor and review our 
emergency fund and the role it is playing in our overall financial planning. 

Whilst emergencies, by their very nature, are not planned for, it is possible for us to think about 
the unforeseen expenses which might occur at our time of life. 

For example, it is more likely that one of the Smith children may lose their job and need to  
cover their income for a few months than for their parents to suffer the same problem.  

An unexpected expense might be the cost of a child’s wedding but this is likely to be a lot more 
unexpected for the Smith children, because of their ages, than it will be for their parents! 

Therefore, it is sensible to carry out a regular check of our emergency fund to ensure that we 
feel comfortable about the role it is playing within our overall financial planning. 
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Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.75% at 
30/09/19 

  
  
The official bank rate is 0.75%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
2.6% in 2018 

  
  

House prices up 
by 0.2% at 
30/09/19 

  
  
House prices fell by 0.2% in September 

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7142.83 

  
  

7408.21 
at the close on 

30/09/19 

  
 
The FTSE 100 fell by 178.57 points in  
September.  
  


