Table 1: Comparison of Fixed Income Investment Options

	 
	Average Return
	Investment Duration
	Premature Withdrawal
	Taxation
	Minimum Investment

	Bank Fixed Deposits
	6%-8%
	15 days-10 years
	Allowed
	Interest taxable; deposits exempt under 80C only if tenure of deposit > 5 yrs
	Varies for each bank; for public sector banks, can be as low as Rs. 100

	PO Term Deposits
	7.5%
	1-5 years
	For Bet 6months-1year: no interest paid
>1 year-before maturity: 2% penalty
	Interest taxable; deposits exempt under 80C
	Rs. 200

	PO MIS
	8% + 5% bonus on maturity
	6 years
	>1year-3year: 2% penalty;
>3year: 1% penalty
	Interest taxable; no 80C relief on deposit
	Rs. 1500

	NSC
	8%
	6 years
	After 3 years
	Interest taxable; deposits and interest reinvested exempt under 80C
	Rs. 100

	KVP
	8.40%
	8 years, 7months
	Allowed
	Interest taxable; no 80C relief on deposit
	Rs. 100

	PPF
	8%
	15 years
	Allowed from 7th year; loan possible after 3 years
	Interest tax free; deposits exempt under 80C
	Rs. 500


