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Unraveling the mysteries of FMP
1.	 What is an FMP?
	 Fixed Maturity Plans or, in short, FMPs (may also be called as 

FTP, FTIF etc) are debt schemes with a fixed maturity, launched 
by mutual funds. They run for a fixed period of time that could 
range from one month to as long as three years or more. The 
objective of an FMP is to generate a predictable* return over a 
fixed maturity period. FMPs invest in fixed income securities like 
money market instruments, government securities, corporate 
bonds, certificate of deposits (CDs), commercial papers (CPs), 
bank fixed deposits (FDs) etc., which mature in line with the 
tenure of the fund. Since the instruments are held to maturity, 
there is no risk of the value of the security being affected by 
interest rate movements. 

2.  	What are the different types of FMPs?
FMPs can be of different types 

•	 Based on the maturity period - FMPs can be classified into 
monthly plans (tenure of one month), quarterly plans (tenure of 
three months), half yearly plans (tenure of six months), yearly 
plans (tenure of one year) etc. 

•	 FMPs can have different types of investment options like 
dividend option, dividend reinvestment option and growth 
option.  

3.  	Who should invest in FMPs?     
FMPs are most suitable for 

•	 Investors who seek safe avenues for investment and in the 
process keep money in fixed deposits (FDs) with banks. They 
can earn tax efficient returns by investing in FMPs. 

•	 Investors who want to park money for a fixed period of time 
in safe instruments giving predictable* returns, with a view to 
meeting certain financial goals in the near future.
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	 Even aggressive investors who normally prefer equity 
investments should invest a part of their funds in FMPs. As a 
prudent investor one needs to have a proper asset allocation 
in place and FMPs offer that much needed stability to the 
investment portfolio.  

4. Why FMPs are attractive in the present investment 
environment?

	 FMPs are always attractive for investors who look for a certain 
return and investors who require their funds back after a certain 
period. In addition, in the present high inflationary scenario 
where interest rates are rising, FMPs provide a good opportunity 
to earn returns than can be more or atleast match the inflation. 
While long term debt funds are susceptible to interest rate 
movements, FMPs by the very nature of their structure offer a 
good cushion against interest rate movement. 

5.  	How FMPs are similar to and different from Bank FDs?
	 FMPs are similar to bank FDs in that their tenure is fixed like a 

bank FD and their returns although not fixed like a bank FD are 
predictable* and known in the beginning. FMPs are better than 
bank FDs in that they offer a better post-tax return while the risk 
remains more or less the same. 

6.  	How FMPs are able to offer high returns to the investor?
	 The magic lies in the tax treatment of FMPs. FMPs being debt 

products offered by mutual funds enjoy a different, favourable 
tax treatment as compared to bank FDs. In the case of a bank 
FD, although there is an assurance of returns, the returns in the 
form of interest are liable to tax at the normal tax rates (for the 
highest tax bracket the tax rate is 33.99%). Moreover there is 
also a deduction of tax at source if the interest from a bank FD 
exceeds Rs. 5000/- in a year. In the case of FMPs the return 
can be in the form of dividend or capital appreciation depending 
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upon the option of the investor. Dividend is tax free in the hands 
of the investor while the fund has to incur a Dividend Distribution 
Tax of 14.1625% (for individuals and HUFs) and 22.66% (in the 
case of Corporates). In  case of investments for more than a year 
and under growth option, long term capital gains (ltcg) tax at 
11.33% (without indexation benefit) and 22.66% (with indexation 
benefit) is applicable. The differential tax treatment and the 
benefit of higher returns in FMPs as compared to bank  FDs are 
shown by way of comparative charts in the following pages.

7. 	 What is indexation?
	 Indexation is the benefit given to the investor as the long term 

capital gains need to be adjusted for the effect of inflation.  Every 
year, the central government notifies the Cost Inflation Index for 
the year. The cost of investment is inflated by the inflation index 
to arrive at the capital gains adjusted for inflation.  

	 Example:  Mr. X bought certain number of units for Rs.80000/- 
in the year 1997-98 and sold them for Rs.320000/-- in the year 
2005-06. (Cost inflation index for 1997-98 = 331, Cost inflation 
index for 2005-06 = 497)

	 His Capital Gains without indexation = Rs.320000 - Rs.80000= 
Rs.240000/-

	 His Capital Gains with indexation = Rs.320000 - {80000x497/331} 
= Rs.199879.15

	 If indexation benefit is opted for, then the rate of tax is 
20%+Surcharge + Education cess. 

	 If indexation benefit is not opted for, then the rate of tax is 10% 
+ Surcharge + Education cess. 

	 The assessee can calculate the tax under both these methods 
and adopt the method that is more beneficial.  Indexation benefit 
is not available for short term capital gains.
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8. 	 What is the meaning of double indexation?
	 When an investment is made prior to the end of a financial 

year and redeemed after the end of the next financial year, the 
investor can get a benefit of double indexation. The criterion for 
taking  advantage of double indexation is that the investment 
should have been held for a period crossing “two Financial Year 
ends i.e. 31st March”.

	 Example: An investment made on 25th March, 2007 and 
withdrawn on 2nd April, 2008 would be eligible for  double 
indexation benefit. In this case the amount remains invested 
for a period slightly greater than a year but the investor gets 
indexation benefits for inflationary changes in two years. This 
can reduce the investor’s tax liability substantially. Double 
indexation, at times, may even result in a net loss,  even if there 
is a profit  otherwise and the investor need not pay any tax for 
the capital gains.

9.  	What are the risks in investing in FMPs?	
	 The three most important risks associated with debt instruments 

are Credit Risk, Interest Rate Risk and Liquidity Risk. 
•	 Credit Risk – In the case of UTI FMPs, Credit Risk being the 

risk of default is minimal as the money is generally invested in 
risk free or highly rated debt assets.

•	 Interest Rate Risk – In the case of UTI FMPs interest rate risk 
which is the possibility of the scheme getting affected by changing 
interest rates gets nullified by investing in securities, that  mature 
in line with the Plan Period. Hence the returns are known and 
investors staying in the scheme till maturity are not affected by 
market fluctuations and can hope to realize the yield which they 
have been looking for when investing in the scheme. 

•	 Liquidity Risk – In the case of UTI FMPs, liquidity risk being 
the risk of not being able to get the funds back when needed is 
minimal as the investor knows at the time of investment the tenure 
of the scheme and can invest the funds for the fixed tenure with 
predictable* returns. However should the need arise, the investor 
can exit the scheme before maturity with an exit load.
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UTI FMPs are able to minimize most of the risks by the very nature 
of their structure and investment concept.
* 	Predictable returns/predictability of returns do not mean assured 

or guaranteed returns.

Tax Calculations – FMP vis-à-vis Bank FDs – Various Scenarios
Note: In all the calculations hereon, Bank FD interest rates are 
assumed to be the same as the returns offered by the FMP. The 
rates may be different for all practical purposes, whereby the FMP 
rates can be higher than the FD rates for the same maturity period 
and vice versa. The main purpose of the calculations below is to 
emphasize on the tax advantages enjoyed by the FMPs over Bank 
FDs and similar other instruments.

1.	 Quarterly FMP Product vis-à-vis Bank FD
A.	 Growth Opion

Particulars FMP (Growth 
Option) for 3 

months

Bank 
Deposits

Amount invested (Rs.) 100 100
Assumed rate of return / interest (%) 10.00% 10.00%
Return / interest for the Quarter (Rs.) 2.5 2.5
Gross Receipts at Maturity (Rs.) 102.50 102.50
Indexation Benefit Not Available Not Available
Taxable Capital Gain 2.50 2.50
Tax Rate 30% 30%
Applicable tax rate assuming highest tax 
bracket + 10% Surcharge + 3% Cess 33.99% 33.99%

Tax Liability 0.85 0.85
Proceeds net of tax 101.65 101.65
Post tax return annualized 6.60% 6.60%
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B.	 Dividend Option

Particulars FMP 
(Dividend 

Option) for 
3 months - 

Institutional

FMP 
(Dividend 

Option) for 
3 months - 

Retail

Bank 
Deposits

Amount invested (Rs.) 100 100 100
Assumed rate of return / interest (%) 10.00% 10.00% 10.00%
Return / interest for the first Quarter 
(Rs.) 2.50 2.50 2.50

Dividend Distribution Tax Rate 20% 12.5% 0%
Income Tax 0% 0% 30%
Applicable tax rate assuming 
highest tax bracket + 10% 
Surcharge + 3% Cess

22.66% 14.1625%  33.99%

Proceeds net of tax 2.04 2.19 1.65
Proceeds net of tax 102.04 102.19 101.65
Post tax yield annualized 8.16 % 8.76% 6.60%

(The above charts merely illustrate the calculation of returns on a 
post tax basis of an FMP with a bank FD. The illustration is given 
only for understanding the tax impact. The rate of return assumed is 
not to be construed as an assurance of any fixed return on the FMP 
and the final return will depend upon the market return at the time 
of deployment of funds.)

Quick Tip
If you fall in the highest tax-bracket, then for investments 
in FMPs with maturity less than a year, always choose the 
Dividend Option.
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2.	 13-Month FMP Product vis-à-vis Bank FD
A.	 Growth Option

Particulars FMP (Growth 
Option) 13 

months - 
Without 

Indexation

FMP 
(Growth 

Option) 13 
months 

- With 
Indexation

Bank 
Deposits 

with 13 
months 
tenure

Amount invested (Rs.) 100 100 100

Assumed rate of return / interest (%) 10.00% 10.00% 10.00%

Return / interest for 13 months (Rs.) 10.83 10.83 10.83

Gross Receipts at Maturity (Rs.) 110.83 110.83 110.83

Indexation Benefit Not Availed Availed Not 
Available 

Indexed Cost of Investments 
(Assuming 5% as cost of inflation) N.A. 105.00 N.A

Taxable Capital Gain 10.83 5.83 10.83

Tax Rate 10% 20% 30%

Applicable tax rate assuming 
highest tax bracket + 10% 
Surcharge + 3% Cess

11.33% 22.66% 33.99%

Tax Liability 1.23 1.32 3.68

Proceeds net of tax 109.60 109.51 107.15

Post tax return annualized 8.86% 8.78% 6.60%



8

B.	 Dividend Option

Particulars FMP 13 
months 

(Dividend 
Option) - 

Retail

FMP 13 
months 

(Dividend 
Option) - 

Institutional

Bank 
Deposits 

with 13 
months 
tenure

Amount invested (Rs.) 100 100 100
Assumed rate of return / interest (%) 10.00% 10.00% 10.00%
Return / interest for 13 months (Rs.) 10.83 10.83 10.83
Dividend Distribution Tax Rate 12.5% 20% 0%

Income Tax 0% 0% 30%
Applicable tax rate assuming 
highest tax bracket + 10% 
Surcharge + 3% Cess

14.1625% 22.66%  33.99%

Proceeds net of tax 9.49 8.83 7.15
Proceeds net of tax 109.49 108.83 107.15
Post tax yield annualized 8.76% 8.15% 6.60%

(The above charts merely illustrate the calculation of returns on a 
post tax basis of FMP with bank FDs. The illustration is given only 
for understanding the tax impact. The rate of return is assumed for 
illustrating the concept of indexation and is  not to be construed as 
an assurance of any fixed return on the FMP and the final return will 
depend upon the market returns at the time of deployment of funds.) 

Quick Tip
If you fall in the highest tax-bracket, then for investments 
in FMPs with maturity more than a year, always choose the 
Growth Option.  Also, take advice from your investment-
consultant on whether or not to avail the benefit of indexation 
before filing your returns.
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3.	 FMP Product with double indexation benefit vis-à-vis Bank FD

Double indexation workings FMP With 
double 

Indexation

FMP without 
Indexation

Bank 
Deposits

Amount Invested 10,000,000 10,000,000 10,000,000

Entry Load Nil Nil N.A.
Allotment NAV 10.0 10.0 N.A.

Assumed Net Return to Investor (p.a.) 
based on indicative yield 10.00% 10.00% 10.00%

No. of Units 1,000,000 1,000,000 N.A.

NAV on Expiry of 24 months based on 
assumed returns 12.10 12.10 N.A.

Indexed NAV (Assuming 5% for 2 Years) 10.025 - N.A.

Cost of Acquisition (After Indexation) 11,025,000 - -

Value on expiry of 24 months 12,100,000 12,100,000 12,100,000

Capital gains 1,075,000 2,100,000 2,100,000

Applicable Tax Rate on LTCG post indexation + 
10% Surcharge + Cess 3% 22.66% 11.33% 33.99%

Tax Liability 243,595 237,930 713,790

Appreciation Less tax 1,856,405 1,862,070 1,386,210

Net Returns post tax Per Annum 9.28% 9.31% 6.93%

Equivalent Pre Tax Returns (p.a) to be 
earned from other debt instruments like 
FD etc to match the above post tax returns 
(Assumed Tax rate 33.99%)

14.06% 14.10%

(The above chart merely illustrates the calculation of returns on a 
post tax basis of FMP with bank FDs. The illustration is given only 
for understanding the tax impact. The rate of return is assumed for 
illustrating the concept of indexation and is not to be construed as 
an assurance of any fixed return on the FMP and the final return will 
depend upon the market returns at the time of deployment of funds.)
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Quick Tip
Always consult your investment advisor on the benefit of 
double indexation before filing your returns. You might find 
that double indexation has actually allowed you to show a 
net loss figure, even though you get a positive return on your 
investments.

UTI FMPs – Performance of some Plans

Name of the Scheme Date of 
Closure

Actual Returns 
(Simple annualized 

returns)

Benchmark 
Returns#

Institutional Retail
UTI Fixed Income 
Interval Fund Monthly 
Inverval Plan I

24-Mar-08 11.14% 11.05% 9.69%

UTI Fixed Income 
Interval Fund Monthly 
Inverval Plan II

10-Mar-08 11.06% 11.06% 11.95%

UTI Fixed Maturity Plan 
Quarterly Series March 
08 I (QFMP 0308-I)

13-Mar-08 10.36% 10.28% N.A.

UTI Fixed Income 
Interval Plan Quarterly 
Interval Plan I

25-Mar-08 10.79% 10.78% 7.66%

# Benchmark – CRISIL Liquid Fund Index. 
Past performance is not necessarily indicative of future returns.
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Snapshot of parameters to reduce the tax liability in case of 
FMPs
•	 If the investor in the maximum Tax Bracket invests in an FMP 

with a maturity period of less than a Year, then he/ she must opt 
for dividend option to reduce tax liability. This is because under 
dividend option, the dividend payout will be subject to Dividend 
Distribution Tax – 14.1625% for retail investors and 22.66% 
for Corporates which is lower than the maximum Income Tax 
Rates.

•	 If the investor chooses Growth Option under an FMP of less 
than a year, the capital gains will be  added to his income and 
will be taxed at his personal tax slab rate. 

•	 If the investor chooses Growth Option under an FMP of more 
than a year, the investor can either pay tax at 20% on the 
capital gains with indexation of cost or 10% without indexation. 
If rate of inflation is substantially high then indexation would be 
beneficial otherwise payment of tax without indexation may be 
more beneficial.

•	 In case of FMPs of more than one year, going for growth option 
is advantageous in comparison to dividend  option from the 
point of view of tax.

•	 Under FMPs where double indexation benefits can be availed, 
the tax incidence calculation will be done with indexation 
benefits i.e. 22.66% on LTCG with indexation. 

•	 Indexation benefits are not available under other avenues of 
investments like Bank FDs. Returns from investments like NSC 
are fully taxable and investments and returns in Post Office MIS 
do not carry tax benefits.
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Fixed Maturity Plan (FMP) – Glossary
Allotment date – The date units are allotted to the investors.

Certificate of Deposit (CD) – Unsecured short term debt instrument 
issued by commercial banks with  tenure not exceeding one year.

Closing date – The date the scheme closes for subscription from 
investors.

Commercial Paper (CP) – Unsecured short term debt instrument 
issued by corporates in the form of  promissory note with tenure not 
exceeding one year.

Coupon – The rate of interest payable by the issuer of the debt 
security. 

Credit Rating – Opinion in the form of a measurement given by a 
rating agency on the risk associated with the payment of interest 
and principal of a debt instrument. The measurement is given by 
way of  an alphanumeric symbol. 

Entry Load – Additional amount charged to the investor over and 
above the unit price while subscribing to the scheme. Entry load is 
normally levied to meet distribution expenses.

Exit Load – Amount deducted from the unit price when the investor 
redeems his money. Normally exit load is charged when the investor 
withdraws from the  scheme before maturity.

Government Securities – Debt Securities issued by RBI on 
behalf of the Government for meeting the borrowing needs of the 
Government.

Indexation – Benefit given to investor to adjust the effect of inflation 
on the returns. 

Launch date – The date the scheme opens for subscription from 
investors.

LTCG – Long Term Capital Gain

Maturity Date – The last day of the scheme.
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Money Market instruments – Debt instruments with a residual 
maturity of less than a year. Their tenure can be as  low as one 
day(overnight) in the case of call money, less than seven days in 
the case of notice money and more than seven days in the case of 
term money. Treasury bills  issued by RBI as part of government 
borrowings are also money market instruments as they have a 
maturity of less than a year. CPs and CoDs are also part of money 
market instruments as their tenure does not exceed one year.

Offer Price –  Unit price at which the scheme is offered for 
subscription.

Portfolio – The group of securities/instruments in which the scheme 
invests. 

Tenure - Period of the scheme – The period for which the Scheme 
will be in existence.

Yield – The expected return from the investment. Pre tax yield 
and post tax yield denote the return before deduction and after 
deduction of applicable tax.
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Credit Rating for Long Term Debt Instruments

Rating Symbol What it means with regard to the issuer 
meeting obligations on time

AAA Highest safety

AA High safety

A Adequate Safety

BBB Moderate safety

BB Inadequate Safety

B High Risk

C Substantial Risk

D Default

(Source: Crisil)
“+” (plus) or  “-” (minus) signs may be used  to reflect comparative 
standings within the category.

Credit rating for short ter  m instruments

Rating Symbol What it means with regard to the issuer 
meeting obligations on time

P - 1 Very Strong Safety

P - 2 Strong Safety

P - 3 Adquate Safety

P - 4 Minimal Safety

P - 5 In default or expected to be in default at 
maturity

(Source: Crisil)
“+” (plus) sign may be used to reflect a comparatively higher 
standing within the category.



UTI – Fixed Maturity Plan: Investment Objective: The investment objective of the Scheme 
and Plans launched thereunder is to seek regular returns by investing in a portfolio of fixed 
income securities normally maturing in line with the time profile of the respective Plans, thereby 
enabling the investors to nearly eliminate interest rate risk by remaining invested in the Plan 
till the Maturity / Final Redemption. However, there can be no assurance that the investment 
objective of the Scheme will be achieved. The Plans do not guarantee/ indicate any returns. 
Entry Load: Nil 
Exit Load: QFMP - 1% of the NAV if redeemed on or before 90 days from the date of closure of 
the offer of the plan and no load thereafter. 
HFMP - 1% of the NAV if redeemed on or before 180 days from the date of closure of the offer 
of the plan and no load thereafter. 
YFMP - 2% of the NAV if redeemed on or before 365 days from the date of closure of the offer 
of the plan and no load thereafter.
REGISTERED OFFICE: UTI Tower, ‘Gn’ Block, Bandra Kurla Complex, Bandra (E), Mumbai - 
400051. Tel: 66786666. 
STATUTORY DETAILS: UTI Mutual Fund has been set up as a Trust under the Indian Trusts 
Act, 1882. 
SPONSORS: State Bank of India, Punjab National Bank, Bank of Barada and Life Insurance 
Corporation of India (liability of sponsors limited to Rs. 10,000/-). 
INVESTMENT MANAGER: UTI Asset Management Co. Ltd. (Incorporated under the Companies 
Act, 1956). 
TRUSTEE: UTI Trustee Co. (P) Ltd. (Incorporated under the Companies Act, 1956). 
GENERAL SERVICES OFFERED: Daily NAV, Sale Price / Redemption Price available for Sale / 
Redemption. 
RISK FACTORS: All investment in mutual funds and securities are subject to market risks and 
the NAV of the funds may go up or down depending upon the factors and forces affecting the 
securities markets. There can be no assurance that the scheme objectives will be achieved. 
Past performance of the Sponsors/Mutual Fund/Scheme(s)/AMC is not necessarily indicative 
of future results UTI Fixed Maturity Plan/ UTI – Fixed Income Interval Fund is only the name 
of the scheme and does not in any manner indicate either the quality of the scheme, its future 
prospects or returns. The mutual fund does not guarantee or assure any dividend under the 
scheme and the same is subject to availability of distributable surplus. Realization of all the 
assurances and promises made, if any, are subject to the laws of the land as they exist at any 
relevant point of time. The scheme is subject to risks relating to Credit, Interest Rates, Liquidity, 
Securities Lending and Investment in Overseas Markets, Trading in debt and equity derivatives 
(the specific risk could be Credit, Market, liquidity, Reinvestment Risk, Judgment Error, 
Interest Rate, Swaps and Forward Rate Agreements). Please contact the nearest UTI Financial 
Centre, Chief Representative or AMFI certified UTI Agent for a copy of the Key Information 
Memorandum cum Application Form and Offer Document. Please read the Offer Document 
carefully before investing.

SMS: UTIMF to 5676756	 Toll-Free:1800 22 1230
Email: invest@uti.co.in	 Web: www.utimf.com


