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The classic advice — three to six months of expenses — was written for a world of single-income households
and predictable costs. With variable rents, gig income and higher insurance excesses, the right number in
2026 is more personal than a rule of thumb.

Below, we break the calculation into four inputs you can estimate in ten minutes, then show how to
sequence the fund alongside debt repayments and retirement contributions without stalling either.

The four inputs that replace the rule of thumb
Start with your true monthly floor: the amount that keeps the lights on, the rent paid and the family fed, with
every discretionary line removed. Most people discover this number is 55–70% of what they actually spend —
which immediately shrinks the mountain they thought they had to save.

Then adjust for income volatility, insurance excesses, and the number of earners in the household. A dual-
income couple with stable salaries can safely target the low end; a solo freelancer with a single large client
belongs at the high end, plus one extra month.

Growth of an emergency fund at $250 per month

$9,000

$250/mo
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Sequencing: the fund versus the debt
The mathematics of paying down a 24% credit card always beats the interest on savings — but the
behavioural evidence points to a hybrid: build a starter fund of one month's floor first, then split surplus 70/30
toward the debt. The starter fund is what stops the next surprise from landing back on the card, which is how
most payoff plans actually die.

As the chart shows, consistency beats size. At $250 a month the fund crosses $9,000 within three years —
and the households that automate the transfer on payday are the ones still contributing in year three.
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4.2 mo
median expense coverage among
savers

$9,000
built in three years at $250/month

72%
of withdrawals are for true
emergencies
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Where to keep it
An emergency fund has one job: to exist when you need it. High-yield savings accounts remain the right
default. Term deposits, index funds and crypto all fail the same test — either the money is locked when the
transmission fails, or it is worth 30% less that week.
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