What Is Fixed Deposit? Meaning, Features, and
Types Explained

Fixed deposits are considered to be one of the popular methods of investing and saving
funds. It provides a steady and calculable amount of return for the specific term. The
features of fixed deposits make it an easy and secure option to invest. This method of
investing is available in many banks and financial institutions. Moreover, they enable
investors to plan their finances well. Knowing the fixed deposit meaning and fundamentals
may help in the selection of a suitable scheme to invest in. Therefore, this article will assist
you in understanding the meaning of fixed deposits, their features and, their types in detail.

Understanding Fixed Deposit Meaning

A fixed deposit is a financial instrument where people place a lump sum amount for a
specified period. The financial institution or bank provides a certain rate of interest for that
term. At maturity, the principal amount plus the interest accrued is given to the investor.

A fixed deposit may result in stable returns since the rate of interest is constant. This
differentiates it from market-linked investments. Most investors consider it a safe option to
invest because it tends to provide steady returns. Understanding fixed deposit meaning
and fundamentals may help assist investors in making the appropriate choice with their
investments. In addition, fixed deposits come in various tenures ranging from a few days to
several years.

Features of Fixed Deposits

The following is the breakdown of some of the notable features of fixed deposits:

o Fixed Interest Rate: The rate of interest is the same for the duration of the fixed
deposit. It may lead to stable income and financial safety.

e Flexible Tenure Options: Depositors may opt for a tenure period of their choice. It
can be a few months or up to 10 years depending on the provider.

e Increased Interest for Senior Citizens: Many banks provide extra interest rates for
senior citizens. This may help them to get substantial returns when they are not
earning from other sources like jobs.

e Loan Against Fixed Deposit: Loans can be obtained against a fixed deposit. This
facility may help to get easy access to funds without breaking the deposit term.

Types of Fixed Deposits

Some of the types of fixed deposits include:
e Regular Fixed Deposit: This is the standard type where funds are locked for a
chosen period. Interest is paid at regular intervals or upon maturity.
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e Tax-Saving Fixed Deposit: It offers tax benefits under Section 80C. However, it has
a lock-in period of five years with no premature withdrawal.

e Recurring Fixed Deposit: Individuals may deposit small amounts regularly instead
of a lump sum. This helps in disciplined savings over time.

e Flexi Fixed Deposit: This combines features of savings and fixed deposits. It may
allow the automatic transfer of surplus funds into a fixed deposit account.

Conclusion

A fixed deposit can be a reliable savings option with stable returns. It tends to offer flexibility
in tenure, assured interest, and loan options. However, selecting the right fixed deposit
depends on financial goals. Tax-saving fixed deposits may suit long-term investors, while
regular deposits provide liquidity options. For those looking to manage their wealth, they may
consider choosing a reliable platform for complete financial management. For instance,
platforms like PowerUp Money provide valuable insights, an organised portfolio and reliable
options to invest. They offer expert learning resources and portfolio-building tools. Moreover,
a detailed understanding of the fixed deposit meaning and all the related aspects may lead
to making informed investment decisions.
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