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Fixed income fund Bank FD#

Amount invested Rs 1 lakh Rs 1 lakh

Holding period 3 years 3 years

Return*** 8.07% 7.44%

Investment value Rs 1.26 lakh Rs 1.24 lakh

Inflation rate of indexation 3.15%@ NA

Indexed cost of investment Rs 1.09 lakh* NA

Taxable income Rs 16,466 Rs 24,022

Tax payable^^^ Rs 3,293^ Rs 7,207^^

Post-tax gain Rs 22,923 Rs 16,815#

Post-tax return 7.10% 5.30%
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Particulars Fixed income funds (debt funds) FDs

Meaning

A fixed-income fund collects money from investors and

puts it in various fixed income securities such as

government securities, corporate bonds and money

market instruments

A financial instrument provided by banks, wherein

money can be invested for a fixed period, earning a

fixed rate of interest

Risk / return
Risk and returns potential is high, as they are market

linked and not guaranteed

Low risk and returns guaranteed* (unless the bank

defaults)

Withdrawal

No such thing as a premature withdrawal. However,

exit loads are applicable if money is withdrawn before

the minimum period (except in the case of liquid funds)

Penalty for premature withdrawal

Taxation

If the holding period is less than or equal to three

years, STCG is taxed as per applicable tax-slab rates,

while for a holding period of more than three years,

LTCG is taxed at 20% with indexation^

Interest on FDs is taxed as per the applicable tax slab of

the investor

Suitability

For investors with expectation of low-to-moderate but

relatively above-average returns compared with

traditional savings alternative and, at the same time, do

not wish their investments to subject to higher risk as in

equities or other high-risk asset classes

For investors with low risk appetite and who want

regular and guaranteed income to meet day-to-day

expenses
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Scheme Characteristics

Overnight fund Investment in overnight securities having maturity of 1 day

Liquid fund Investment in debt and money market securities with maturity of up to 91 days only

Ultra short duration fund 
Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is between 3 and 6 

months

Low duration fund
Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is between 6 and 12 

months 

Money market fund Investment in money market instruments having maturity up to 1 year

Short duration fund
Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is between 1 and 3 

years 

Medium duration fund
Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is between 3 and 4 

years 

Medium to long duration 

fund

Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is between 4 and 7 

years

Long duration fund Investment in debt and money market instruments, such that the Macaulay duration of the portfolio is greater than 7 years

Dynamic bond Investment across duration

Corporate bond fund Minimum investment in corporate bonds – 80% of total assets (only in highest rated instruments) 

Credit risk fund Minimum investment in corporate bonds – 65% of total assets (only in AA* and below rated corporate bonds) 

Banking and PSU fund
Minimum investment in debt instruments of banks, public sector undertakings, public financial institutions – 80% of total 

assets

Gilt fund Minimum investment in government securities – 80% of total assets (across maturity)  

Floater fund  Minimum investment in floating-rate instruments – 65% of total assets

Fixed maturity plans 

(FMPs)

FMP is a closed-end mutual fund scheme with a fixed maturity. It invests in debt instruments that are equal to its own 

tenure 
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Opportunity 
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fixed income 
instruments 
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Fixed income funds

Money market instruments —

CDs, CPs, CBLOs

Corporate bonds and 

debentures

Government bonds and 

T-bills
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