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FOREWORD

THE “HUMILITAINMENT” ERA WAS a time in which all you had to do was find a person who wanted to yell at people and use that to create a television show concept about pretty much anything: cooking, singing, and even dealing with personal finance. People would tune in every week to watch regular people get berated, called names, and shamed about the choices they’d made or the situations they found themselves in. This genre of reality television in the mid-to-late 2000s was wildly popular. Luckily, those tropes are dying off.

What we crave now are real people, not caricatures, who take the time to understand and support people. Leaders are those who can create safe spaces in which everyone benefits from sharing different lived experiences together, as a collective. Unified. Having each other’s backs.

Alyssa Davies is one of those leaders. A real person. A confidante. A friend. If you’re reading this, you likely already know her. But I don’t just mean you know her in the sense that you’ve seen her name or face on an Instagram reel. While you may never have had the pleasure of sharing a coffee, meal, or drink with her, you likely feel that you have a deep connection with this person who seems to psychically know what you are thinking about money. And not just the financial worries like “How much money is supposed to go where?” The really deep stuff, like, “How do I tell my partner that I had an emergency that led to carrying $15,000 in credit card debt before we got serious, and now I’m worried it’s been too long to bring it up?” Or, “How do I find a way to sleep at night when I’m riddled with anxiety about what would happen if the company I work for decided to make cuts in response to the pandemic because sales have been down for a year?” and “What do I do when I’m in my probation period at a new job and my boss is sending sexual text messages?”

Not only does she provide a collective support group (Mixed Up Money) that lifts up its members, she has practical, actionable blueprints you can put into practice. Like this book, which focuses on financial first aid. They say great minds think alike, and I’ve always been an advocate of focusing on what can go wrong (as well as thinking about reaching your financial potential). My number-one rule for people is to disaster-proof their lives. But if I could slot a rule before that, it might be encapsulated by this book’s core message, which is how to treat the many financial wounds that so many of us have already experienced, or are currently experiencing, before we can get to a position where we can worry less about money. And these wounds can happen even after we’ve achieved escape velocity with our personal financial situation. Maybe you’re earning good money, budgeting a healthy monthly surplus, and investing, and you’ve got your will and powers of attorney all set up. Then you lose your job. Or a natural disaster strikes your community. Life can change in a heartbeat. No one is infallible.

Alyssa, from MixedUpMoney.com, is the next generation of personal finance experts, even though she keeps referring to personal finance experts as some other group of people. I would say she is a rising star, but the truth is her star has risen already. We may just not have noticed because she’s been lifting us all up alongside her.


Preet Banerjee

Personal Finance Expert

Author of Stop Over-Thinking Your Money!

Host of Million Dollar Neighbourhood
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INTRODUCTION

WHEN YOU’RE A KID, people are always trying to prepare you for potential emergencies. From fire escape plans to carrying Band-Aids in case of an accident—we’re ready for nearly any surprise. The only thing missing? Our money.

When you think back to your childhood, something I encourage every person to reflect on is their first money memory. Mine wasn’t anything special. In fact, nothing about my childhood was eternally memorable. And in many ways, that’s a beautiful thing more than it is sad. It means there weren’t any traumatic moments that clouded the way I grew as a woman.

Instead, my siblings and I had full bellies, more clothes than we needed, a home that had space for each of us, and “fun” family road trips—although my sister may disagree with that last one. Some people will read these words and think: spoiled, privileged, upper-middle-class. Others will think my upbringing sounds average and similar to theirs. None are wrong.

[image: ]

These days, instead of feeling fortunate for my upbringing and my family’s successes, parts of me feel shame. It makes you wonder—how can the ultra-wealthy walk through their days, in their designer shoes, with their glowing skin never having missed a facial, and not feel like they, too, should be ashamed for having too much. But I guess that used to be me.

[image: ]


Growing up with money means never knowing a life without it.



So, for that reason, it can be hard to understand what might happen or, worse, what does happen, to people who struggle financially—particularly if that person ends up being you.

When I was young and naive, I didn’t care to learn about others’ perspectives or upbringings. I didn’t think to accept that not everyone had what I had or received the same opportunities that I did. It took me a while to realize that life wasn’t as seamless and effortless for some people as it was for others. To recognize that some people couldn’t call their parents for help with an unexpected emergency. To hear that some people would never live their lives without some form of debt circulating in their minds, making them feel endless amounts of stress.
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As a teenager, I remember thinking to myself that it was annoying how overprepared my mom was. Thirty years later, I’ve become an exaggerated version of her. I’m constantly prepared with several backup plans and even an eighth plan for when the seventh scenario doesn’t play out quite as well as it did in my head.

We all know that an emergency can happen at any time and that most of these emergencies will impact our livelihood. Sometimes, I consider my anxiety to be a burden, but, financially, I’ve found a way to balance those worries, and now I view them as a sign of strength.

Financial emergencies come in many forms. They can be specific, like a natural disaster that damages your home or a lifelong injury that forces you to reduce your work hours and lessens your income. In any sense, they are the things in life that force us into uncomfortable and stressful positions when it comes to money, staying on top of our bills, and living without fear.

For that reason, emergency funds—yes, plural—are the best way to avoid those forced struggles. When I think about what may happen if I lose my job tomorrow, it’s no longer a worry because my emergency fund has me covered. Assuming I’ll lose the love of my life and be left both emotionally and financially stunned no longer feels like a scenario I can’t manage.

I’ve got financial freedom because my first aid kit for my money hasn’t expired like most of the medicine that sits under my sink. It’s packed full to the brim with those same Band-Aids and fire escape plans that I needed as a child, only for my adult self. Now I’m ready to face any emergency that hits my wallet where I don’t want it.

Considering my upbringing and how easy my life truly was, until I started to educate myself about personal finance, my only view on money was what my parents had taught me. My understanding was that we always had enough for what we needed and that the rest was meant for enjoying the things we loved.

Yes, of course, it paid the bills and kept a roof over our heads, but it wasn’t just for essentials. My memories of money are often fun back-to-school shopping trips with my mom, convincing her that I needed those designer jeans or I would risk being the laughingstock of my entire class, and filling our grocery cart to the brim.

The funny thing about childhood and teenage years, though, is that no matter how many times someone tries to confront you about your future and saving money, unless your family has dealt with these issues, it’s all lost.

You don’t hear “bills,” you don’t want to learn about “politics,” you think that everything that your parents or grandparents tell you happens in an alternate universe that you will never have to experience because time isn’t real and you’ll be young forever. Until you’re not.

Financial surprises aren’t quite the same as a surprise party you plan for your best friend. Instead, they are typically unwelcome and come with a side of hardship.

Learning how to navigate the anxieties that come from financial expectations, like hitting traditional milestones at the right age, is crucial. After all, how else can you face the unknowns that we all inevitably face when it comes to our money? Although it’s ideal to have a backup plan for emergencies, having a backup plan for your everyday financial life is even more important.

Only 41 percent of Americans can cover a $1,000 emergency with their savings.1 As we’ll discuss in this book, planning and saving for the unexpected can make these difficult turning points in life a lot more manageable.

Think about your monthly expenses. Would $1,000 cover your most expensive bill? If you lose your job or end up with unexpected medical debt, what are your options? You need to know how to prepare, what to expect, and have that expert advice at your fingertips to help you navigate life’s unknowns. Something like, for example, a global pandemic.

I sometimes joke with my husband about the fact that I wish we could connect wires to our brains and print out a full list of our thoughts throughout the day. How many of my thoughts would be anxiety-related nonsense that makes me question whether I’m doing enough to keep myself and my family safe? It would look something like this:


[image: ] Your child is swinging too high on that swing.

[image: ] We need more money.

[image: ] Don’t forget to finalize that work project due next week.

[image: ] We need more money.

[image: ] There is a global pandemic.

[image: ] We need more money.

[image: ] Climate change is going to make our lives much more expensive.

[image: ] We need more money.



Half my thoughts typically revolve around my finances. Even if I think they don’t, those insecurities and feelings of fear are indirectly or directly impacted by how much money I have on hand, how much I have invested for my future, and what I can do to control the uncontrollable parts of my life. For the most part, it sounds impossible. No one can control the uncontrollable. But the good news is that we can control how we prepare for these situations.

A good example of this is saving money for emergencies. So many of us are naturally good at saving, but we are, unfortunately, bad at saving with purpose. We keep as much of our money in our checking account as possible for a few reasons:


[image: ] It makes us feel like we have a lot more money than we do.

[image: ] We believe that this will be our emergency savings.

[image: ] We don’t know where else to put the money.



So, in a sense, we’re all trying to have that same feeling of control. The difference is that you actually need to put those dollars to work in the right way, rather than just crossing your fingers and hoping everything will work out okay. And in that regard, I’ve been there.

Back in the day, my idea of saving was pretty bleak. Not only did I not have an emergency fund, but I was also consistently spending my “savings.” Financially, my understanding of savings was “not spending it” or “not touching it.”

There was no purpose behind my savings, which made it much easier to spend without concern. The problem? It left me in an endless cycle of feeling that I needed more, or, should the worst happen, my only option to tackle a bill would be my biggest fear—going into debt.

Money is the most robust tool we have to control how life’s obstacles can impact us. Whether you have a lot or a little, it’s essential to make the most of your dollars by setting yourself up for success through financial preparedness.

After all, you can’t put a bandage on your debt and walk away. Instead, the best thing to do is to create the ultimate first aid kit to control your finances—and, more importantly, your future. To some extent, we can all agree that money is an emotional and intimidating part of life. Thankfully, this book is here to help normalize the ins and outs of finance and how we can use money as one of our most powerful tools.

The beauty of Financial First Aid is that you can read through the entire book to learn what you should prepare for, but you can also hop around to find the exact information you need if you’re currently navigating one of life’s surprises. You can learn from expert advice and real-life examples of how regular people like you and me can brave the storm and come out on the other side (mostly) unscathed.

For some, hearing the words your financial future can make you sweat through every layer of clothing until the people in line behind you at the store start to become concerned that you may be dehydrated—and also a little bit weird. If that’s you, I hope you know you’re safe here. That your financial future isn’t doomed or far off or impossible to secure.

Maybe you’re here reading this book because you’re ready to take the next step with your money. Maybe you’re here because you’ve already taken those steps but you’re still feeling anxious. And, honestly, I feel you. You can only do so much with your money before you think, “Have I already hit a wall?”

Trust me—you haven’t. If you want to do something to better your financial future right now and can’t even imagine waiting until tomorrow, or the next chapter, here are three things you can do immediately to set yourself up for financial success and help eliminate your money worries:


1. Invest your money. Even just $100. It will take you so much further than you might realize.

2. Toss a bonus into your savings account today. Just because. Just $20.

3. And, most important, start to build up your emergency fund. You will not regret it.



Car tires tend to find nails, and phones tend to slip out of our hands into toilets. Human beings are clumsy and adorable (and also extremely expensive). On the other hand, the world is also shifting. It’s getting hotter; its expectations are higher; we now know we cannot keep living as though nothing bad will ever happen and that there are no consequences of our actions.

As a society, we are obsessed with consuming more rather than focusing on what we already own. This mindset can make money feel less like a tool and more like something that comes and goes in a much more fluid sense.

These things can be hard to acknowledge because we’re doing all of the same things as our peers, or we want all of the same things as everyone else, but the reality is, being normal and doing what our friends and family tell us to do is never going to make us feel less stressed about money. And if I told you that you could do something right now to change that feeling, we both know you’d be willing to at least learn about your options.

Because although owning a home and getting married and having kids and securing that dream job are all things that we grew up thinking were the ultimate goals in life, the real goal and the real win is being able to walk through your days without carrying financial burdens that add to your stress and your inability to sleep soundly or watch a movie without picking up your phone to disassociate.

You can do plenty of small, helpful things to change your financial life. However, don’t forget to also take care of the big-picture things you need to do when it comes to your future. For that, you’ll have to crack open and read more of this book.
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HAVE YOU EVER WONDERED why we say, “Learning the hard way”? Most definitions of this saying explain that we are more likely to understand a lesson by experiencing it firsthand. That, or creating a permeability so that you don’t make the same mistake twice. But wouldn’t life be a lot easier if you could take advice from others to avoid this type of burdened learning?

It’s mystifying to me how terrified we are to learn new things. We get embarrassed if we can’t do something right the first time because we see others who have been doing this thing—for years, I might add—succeeding.

Parenting has taught me that this embarrassment starts early. My toddler gets perpetually frustrated when she can’t do something right on her first try. Whether it be tying her shoe or opening the fridge, if she can’t do it correctly on her first attempt, she won’t keep trying until she gets it. She’ll leave and come back another time, plus or minus a few tantrums.

So, imagine if, from birth, someone constantly reminded you that you don’t need to be embarrassed when you’re learning. Would we be faced with less shame when navigating new projects or experiencing new things? Likely yes. It’s something we’re adamant about in our house. You need to teach your kids two lessons:


1. You can and should be proud of yourself. Because validation should come from within before it comes from external sources. For that reason, instead of saying, “I’m so proud of you,” we also like to ask the question “Are you proud of yourself?”

2. You should never be embarrassed to learn or fail.



For crying out loud (literally)—it takes us three months to learn how to hold up our own heads and an entire year to learn how to use our legs—why would anything else we attempt to learn be any different?

In my experience, people who can correct bad habits they’ve had for years are the examples we should be following. Why? Because to correct a bad habit takes serious commitment and control. The same goes for adults who are willing to admit that past thoughts and behaviors are not okay, correct, or appropriate.

Most of us would rather continue to allow that bad habit to stick, because it’s been working for us, so why would we bother to change? Is it going to click overnight? Of course not. If I learn I can change my money habits and want to change them, will thinking about it hard enough really work? Well, no. Because before it becomes an unconscious habit, it will take many more times of correction and relearning how to manage my spending.

It takes a ton of effort to continually acknowledge when you say or do the wrong thing because you need to unlearn that behavior as many times as you have learned it. If you have had 10,000 racist thoughts or made 10,000 impulse purchases, you need to do or think about something the right way 10,001 times to truly change that mindset. At least, that’s what I believe.

Learning to accept that you were wrong is hard for most people, not because they don’t subconsciously agree but because they’re too scared or too uncomfortable to learn, regardless of how it impacts themselves and others.

The thing about learning is that it starts and stops with us. We have to expect that what we know is as big as we are—as big as our circle and as big as our experiences.

Learning takes time and learning about money is no different. Humans, for some reason, often take comfort in being average because the status quo is “enough.” Unfortunately, when it comes to finance, doing what’s average isn’t enough. Because most of us average folk are terrible at prioritizing our financial future.

Have you ever looked at someone one way and later realized that your view of them as a person was wrong the whole time? Before I knew anything about personal finance or managing money, I was blind to responsible spending. I wanted to have everything I couldn’t afford, and I was willing to take out new credit cards to ensure that happened.

Not anymore. Shortly after money became a focus in our lives, my husband said something that I hadn’t ever thought about.

“I look at things so differently now,” he said. Intrigued, I asked him what he meant, and he said, “I saw someone drive a nice car up to our condo building and thought to myself, ‘Nice car. But can you even afford that?’ ”

CAN YOU EVEN AFFORD THAT?

What a point-of-view change. Instead of assuming someone is rich based on “stuff” they may or may not have the ability to pay for—what if we actually knew what their financial situation was like? Perception is a funny thing. Believing you have the financial means to pay your bills is vastly different from actually having the financial means to pay your bills.



[image: ] According to a 2019 survey, 59 percent of adult respondents in the United States admitted to living paycheck to paycheck.2

[image: ] In that same survey, 35 percent spent more money than they could afford to in order to participate in experiences with friends.3

[image: ] And 28 percent of US adults had no emergency savings.4






NOW HOW DO YOU FEEL ABOUT YOUR FINANCIAL SITUATION?

[image: ]

Rather than becoming a statistic or burying these facts in the back of our minds, let’s remember them. Let’s keep them as a reminder that we need to live within our means, we need to manage our budget, and we need to purchase things we can afford—not things we want to afford. Borrowing money today from your future self is a sure way to avoid retirement. Smart financial decisions you make today can bring a wealth of success in the future. These are the same money rules that we hear from the financial experts over and over. So you may be sick of being told to just “be better” with your money. But they aren’t always wrong.

Of course, as a human being, you are going to have bad days, make terrible decisions, and have poor judgment. But, as my good internet friend Amanda Holden, of Dumpster Dog Blog, would say, “You did an asshole thing, but you are not an asshole.” The difference is that some of us are more fortunate than others when we do those asshole things. We have help. We have a lot of privileges—and this is especially true with personal finance.

I’d be doing all of us a disservice not to note that some of us have to worry more than others when it comes to unexpected expenses. Some of us can easily lean on our parents for support. Others can’t even call their parents for a casual conversation.

Some of us have access to better jobs because we’ve been able to take advantage of higher education. Others among us have to work much harder to prove ourselves and our skill set. Some of us are white. Some of us are slim. Some of us are male. Some of us are heterosexual. Others are none of those things—and, statistically, that puts them at a disadvantage financially.

Because data always helps us paint a picture, the average net worth per capita among white Americans is around $437,000 per person. In contrast, it’s closer to $105,000 among Black people and a staggering $53,000 for Hispanic people.5 A large part of this comes from generational wealth or the assets we pass from one generation to the next.

Privilege can be subtle in how it is passed from one person to another. It can be through traditional means, like an inheritance, or it can be passed through paid education, help with a down payment, or simply having the ability to ask for help when you’re struggling (or in an emergency).

I learned that many people think that privilege is normal. You now know that used to be me. That naivete can turn to shock when you hear that what you learned in life is not what someone else has learned—or that others will never be able to relate to you. But that’s the crucial part of learning about other people’s experiences.

It’s important to acknowledge that some of us have a significant advantage and that these issues continue to contribute to the wealth gap. It’s not one person’s fault, but it’s very typical of people to feel defensive or feel a need to justify their privilege.

For example, saying that your parents worked very hard to get you something or provide for you can imply that other families don’t work hard. The same goes for standing by the fact that you think it’s no one else’s business where you got your start or how large corporations spend their money. That’s fine, but remember to offer that same option to people who receive financial support from the government and where they spend their money.

Opening up a narrow perspective can help us understand and be grateful for what we have, which can be especially important when we start to understand all of the financial emergencies that can happen over a lifetime.

Not every piece of advice is going to work for you. Not everything I say is going to hit you as hard as it might hit someone else. But that doesn’t mean you don’t need to learn about that thing. If anything, it’s equally vital because it shows you the truth behind money and its various impacts on people.

Experts tell us many things, including how much of a down payment is best and whether we should lease or finance a vehicle (both debatable). But what they don’t tell us is that there are layers of small decisions behind each significant financial choice we make.

Emergency funds are an excellent example of something that requires layers of decision making. Why? Well, because there is more than one type of emergency—particularly if you have a more complex situation.

I have three emergency funds, and, to some of you, that might seem like overkill. To others, it may not seem like enough.


You might be thinking to yourself, “Okay, I’ll bite, what is an emergency fund?”



An emergency fund is a savings account we keep to protect ourselves financially when something unexpected disrupts our livelihood. Many people feel as though they can’t afford to save up money for a financial emergency and that, instead, they’ll rely on their credit card or line of credit in a worst-case scenario.

Unfortunately, during the global pandemic of 2020, we learned that crossing our fingers and hoping everything will be okay is not a viable plan. We need emergency funds to keep us on track financially, protect our well-being, and help reduce the stress and anxiety surrounding the unknowns.

When it comes to money, I like to call learning the hard way the “hard way tax.” If we forgo protecting ourselves financially, we’ll have to pay a variety of taxes—whether it be interest on the debt we’re forced to use to pay the bills—or the emotional burden of borrowing from our community of loved ones. The hard way tax is a complex tax to face because it’s one that wasn’t made by our own choices; rather, it was the product of the unexpected moments that come out of nowhere and set us back several steps from any progress we had made.

The good news here is that you don’t actually suck at money. But, unfortunately, so many financial institutions, financial experts, and people want you to believe you are bad at managing money; however, truthfully, you can’t be bad at something you haven’t even given yourself time and space to experience or learn.

Not to mention, there are plenty of systemic issues at play that make it that much harder to get ahead. For example, when I first began to focus on money and my financial habits, I convinced myself that I was doing so poorly with my budget and couldn’t get ahead because I was spending too much on small non-essential purchases.

The reality is, I couldn’t get ahead because I had student loans for a university degree and thus finished postsecondary education making only slightly more than minimum wage and struggling to pay my rent. It took nearly five years to stop putting myself down for doing everything I could, like working multiple jobs and avoiding spending money on things I loved. And I had to stop blaming, shaming, and guilt-tripping myself for the things that were outside of my control.

Having an emergency fund can protect you from learning the hard way in many areas of life, including your relationships, your career, as a homeowner, and as a human being who is vulnerable to the many obstacles that life seems to throw our way.

So, what type of emergency funds should you have? At the very least, a general emergency fund that could cover your essential expenses—like housing, food, and utilities—is a necessity. Most experts recommend saving three to six months of these costs in a high-interest savings account.

But, after a global pandemic, multiple uncomfortable work situations, and watching some of my friends fall in and out of love with their partners, it’s obvious that what the experts say doesn’t always cover every situation and shield every person from the unexpected.

Three essential emergency funds that I’ve come to love include ones that:


[image: ] Protect yourself

[image: ] Protect your future

[image: ] Protect your shelter



TO PROTECT YOURSELF, one of my favorite emergency funds is the F*ck Off Fund—a term coined by Paulette Perhach in a 2017 Billfold article6 that went viral. Essentially, this fund can protect you from a multitude of things in life that we shouldn’t have to deal with.

Whether it be an abusive relationship or an unsafe workplace, having the ability to walk away without any fear of paying your bills or drowning in the what-ifs is a kind of peace that we all deserve. As Perhach writes, “Whether the system protects you or fails you, you will be able to take care of yourself.” Most of the time when I’m talking to an individual person, in or out of a relationship, they all strive to have independence. They all want to be equal to their partner. This type of emergency fund is your ticket to having that security and independence you desire.

TO PROTECT YOUR FUTURE, a general emergency fund to cover things like a flat tire or job loss can eliminate the need to forgo any other financial goals. For most of us, if our pet suddenly gets sick and requires emergency surgery, we have to pull from our savings or, worse yet—pull out our credit cards—to cover the bill.

Instead, an emergency fund can protect your future by allowing you to continue to put your money toward the things you want, rather than the things you need in moments of difficulty. No one wants to have to sacrifice their retirement plans or withdraw from their retirement funds to cover any type of emergency. Your future and your financial freedom rely on this specific fund.

TO PROTECT YOUR SHELTER, as a homeowner or otherwise, you can build a fund to cover the breakdown of your most expensive appliance (or two). This additional fund will keep you from struggling to make ends meet while also tackling another household bill. The roof you put over your head is something you cannot afford to ignore.

Ultimately, it may seem like a lot of work to create three separate emergency funds. But, when you suddenly feel unsafe in your workplace, get rear-ended on your drive home, or have to replace your furnace in the middle of winter, you won’t struggle to dig yourself out of a financial deficit that would completely tank the average person.

Is it silly to be a what-if person and let anxiety run rampant in your mind? Obviously. But, if you’re anything like me, taking these steps to protect yourself can at least provide some peace of mind and instill a sense of control that we all desire when it comes to handling the unpredictable.

You don’t have to learn the hard way. Instead, you can prepare for what’s ahead rather than reacting when that time finally arrives. Because at one point or another, all of us face a financial emergency that can make or break our future. What should you be asking yourself when it comes to your emergency fund preparation? Well, the most important person involved in your money is—well, you. So, instead of focusing on what everyone else is spending, what everyone else is earning, and what everyone else is buying, focus on yourself. What do I earn? Where do I want to spend my money? How can I make the most of my financial situation? The only person you can compare yourself to is you.

You probably worry that you’ll never stop worrying—and, honey, same! A typical money worry is wondering whether or not you’ll ever feel financially secure. So here are the questions you need to consider if one of your money worries is whether or not you’ll ever have fiscal confidence:


[image: ] How much money saved in my bank account would make me feel financially secure?

[image: ] What does my ideal lifestyle include?

[image: ] Do my income and my spending align with this picture?

[image: ] What does my future look like?



No one will think you’re selfish for making sure that you are taking your financial future seriously. No one will question how you plan to accomplish this or judge you if you don’t happen to hit your goals at the estimated deadline. Why? Because these financial goals are yours and yours alone.

YOU NEED TO LOOK AT EMERGENCIES AS OPPORTUNITIES

Bob Lai, a personal finance blogger, immigrated with his family to Canada from Taiwan in 1995. He was thirteen years old and suddenly growing up in a country with a different language and different rules. “I distinctly remember that my parents couldn’t get a credit card when we moved to Canada,” says Bob.

For his household, this meant a steep learning curve and a frugal lifestyle. Money was a subject of frequent conversation for Bob and his family; and, for that reason, emergency funds have always been front and center as he raises a family of his own.

After being turned down multiple times for a credit card, his parents finally advocated for themselves by proving their credit history with old bank statements from Taiwan, and proof that they managed their finances responsibly. That was enough for the bank to finally approve their application.

Regardless, though, when you can’t easily access credit or the appropriate accounts to achieve financial security, money becomes a much larger conversation.

Most of Bob’s relatives—including his own father—retired in their early forties, making his desire to understand money that much more critical. “In terms of preparing things, my entire family came from a farming background,” says Bob. “We were always taught to save for rainy days and only to spend what you earn.”

Because Bob is used to living frugally and spending as little as possible, he tries to focus on the positives rather than assuming the worst. “Chances are, the worst will happen, but rather than label our extra money an emergency fund, we call it an opportunity fund.” In his mind, these are inevitable expenses that we should all be saving for.


But how do you actually save for a general emergency fund?



If you heard me say that three to six months is the ideal emergency fund and then heard me say you need three of these funds, you might be ready to throw in the towel already. Instead, let’s look at a logical way to tackle this financial goal—even if you struggle to save in general.

The first thing you should do when creating a financial goal is to determine how much you actually need, based on your lifestyle. It’s easy to hear an expert say what you need and think that’s the only option. In reality, we all have different expenses and different goals.

So, to get an accurate number, you’ll first have to determine your bare-bones budget. To make things less stressful, focus on saving enough to cover one month of expenses first. If it’s $2,000 or $6,000, that can seem like a lot of money to save in addition to meeting your other financial obligations. But by breaking it down into a small monthly contribution, you can feel better about your attempt to save for your first emergency fund. Once you hit one month, you can start to tackle two. You can keep building on this goal until you feel financially secure.

Say you need $2,000 for one month of essential expenses. Determine what you can afford to put aside each month by doing the math to see what’s left over after each pay period. If you earn $3,000 each month, you would have $1,000 a month to save for your other financial goals, like retirement or a down-payment fund. Since an emergency fund might come in handy sooner than either of those other funds, you might decide to put the bulk of this month’s money toward that.

Once you know how much you need, the next step is to find a safe place to save without the temptation to touch this money for non-essential purchases. A high-yield savings account is a perfect place to store your emergency fund because it’s easily accessible and low risk.

From there, you can set up automatic transfers each pay cycle to send a certain amount of your income toward your emergency fund. Unfortunately, not every single financial task and savings goal is fun. But what’s less fun is having to give up something you were looking forward to because you had to spend your savings for traveling or a new wardrobe on a new car after ol’ Betsy, the 1999 Honda Civic you’ve been driving since high school, finally kicked the bucket.


But, Alyssa, I’m really bad at saving money!



Hey, I get it. They say reaching your first $1,000 in savings is hard. Yes. But what’s even more challenging is trying to save your first $10,000. It seems nearly impossible some days. Still, somehow, some way, my net worth went from a $13,000 deficit to over $20,000 in assets within two years.

Honestly, I’m still amazed that I did it. The best part is that I didn’t have to reinvent the wheel—I just followed the basic and simple rules of finance. Don’t overspend, track your spending, increase your income, live frugally, be responsible—you know, everything your parents tell you that you hate to hear.

Well, speaking from personal experience, it does work. That is, for me. It works for me.

HOW DO YOU SAVE YOUR FIRST $10,000?

One option is to think small, not big. Do you think you could afford to save $5 a day for an entire year? I mean, could you set up a daily e-transfer and ignore your savings account as that cost-of-a-latte amount transfers out? Would you even notice it had moved? I know, it sounds silly. So why would anyone set up an automatic payment so small? Well, because at the end of the year, you’ll have $1,825 saved without even batting an eye, that’s why.

Instead of the added pressure of putting a lump sum amount of $150 into your savings account each payday, decreasing the amount and increasing the frequency could be the key to overcoming your financial struggle.

For example, I found it challenging to put money into my emergency fund, so I set up a $20 e-transfer to send that money away every Saturday night. Why Saturday? Well, that’s easy. My girlfriends and I go out or my husband and I grab dinner. So at the end of the day, what’s another $20 on top of the money I’ve already spent? I began to realize I didn’t even notice. It wasn’t as terrifying as putting $100 into that account when I already had several other payments coming out each paycheck. It was a great relief.

Saving money is hard. But why? Well, I like to call this restraint bias. Defined as “the tendency to overestimate one’s ability to show restraint in the face of temptation.” So, you see, thinking that we won’t spend money just sitting in a bank account because we have successfully done it before doesn’t mean we can do it consistently.

[image: ]

I want to tell you that you can, but realistically, maybe you can’t. I have hardwired my brain to ignore that money, but sometimes even I take out an extra $100 here and there.

“This biased perception of restraint had important consequences for people’s self-control strategies,” one journal reported. “Inflated impulse-control beliefs led people to overexpose themselves to temptation, thereby promoting impulsive behavior.”7

So then, it sounds like our best option is to get rid of those impulse behaviors. The best way to do that? Those automated transfers we already spoke about. We are straight-up cutting the middleman (restraint bias) out of the equation by automating our finances. Even better? Why not start by easing into this change?

By starting small with $5 daily increments, we allow ourselves to adjust to more vigorous financial habits without really having to do too much. If you find that $5 is attainable, then you can bump it up a few dollars every couple of months. See how high you can get by vowing to save money each day. For example, if you make around $130 a day, can you afford to give up $5 or $10 of those dollars? Only you can answer that question.

In addition to knowing how much you can save and what tactic works best, it’s important for you to really understand your why. Although you know that you need an emergency fund for more than just “the worst possible thing,” you should also get more specific about why these savings actually matter. When attempting to find your why, there are three easy places to look: your goals, dreams, and income.

Goals are essential because, without goals, saving becomes irrelevant. Pooling your cash into an account with no meaning can become draining and provide zero fulfillment long term. Goals can motivate you to budget better, learn more and generally be better informed about your money.

Your dreams are what allow you to be creative with your savings. Knowing what you hope to accomplish in the future, with or for family, and where you plan to live and earn, are some of the best ways to understand why saving for the unexpected is critical.

We need to save no matter what our income level, but saving more when we have less will help us prepare for a future increase in income and, more importantly, it’ll enable us to exist on whatever we earn, even if that amount stays stagnant. I know we’re all sick of hearing people say the key to success is to “live within your means,” but it’s been so prevalent because it is genuinely the biggest downfall for young adults trying to find their way. I believe the number-one cause of debt is having reduced income and the same expenses.

I’ve said it before, and I’ll say it again: Finding financial practices that best work with your lifestyle takes a little bit of trial and error. You’re going to have to test the waters to see which options are best and how you can adjust them to set yourself up for success.

Emergencies are opportunities to prove to your future self that you can handle each one of life’s obstacles with ease, and I’m going to share with you the best tactics and strategies to put yourself in a better spot than you ever thought possible.

Whether you feel one of these emergency funds is more vital than another, to save for yourself, your future, and your shelter are non-negotiable these days. It’s just a matter of breaking down which of these funds will come in handy now—or down the line.


TAKEAWAYS FROM THIS CHAPTER:

[image: ]


[image: ] You can and should have more than one emergency fund, depending on your lifestyle. Three funds I recommend are: to protect yourself, your future, and your shelter.

[image: ] Experts will say you need three to six months’ worth of expenses saved, but that might not be enough for you. Looking at your lifestyle and your needs can help you find a real number.

[image: ] The best place to save your money is in high-interest savings accounts that you won’t be tempted to withdraw from unless necessary, but also that you can access quickly when needed.

[image: ] Automatic transfers are one of the best and easiest ways to start to build up your emergency funds.
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