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ABSTRACT 

                     Investment in fixed income instruments is a major concern for investors and general public. 

This study was conducted to check the knowledge of the people towards government securities. 

Government offers it in the form of Treasury bills and Bonds whereas Private Financial institutions offer 

it in the form of Fixed Deposits. Since treasury bills and bonds are backed by the Government of India, 

these are virtually risk-free Investments. The guarantee from the Government is also called ‘Sovereign 

Guarantee’. This research resulted that the general public is ignorant towards the government bonds and 

treasury bills and invest money in fixed deposits because of insufficient knowledge of the yield and the 

risk factor involved with the different fixed income instruments. 
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                                                    1. INTRODUCTION 

 People wish to hold back a good financial status and expect to hold good fixed income instruments. This 

research is carried out to check the knowledge of people towards few different fixed income instruments 

which include comparison between Treasury bills, Bonds and Fixed Deposits. People ignore some of the 

major factor while comparing different these securities such as market liquidity, maturity period, etc and 

therefore loose substantial amount of time with noticeable returns. Fixed Instruments are issued by 

government as well as private banks. There are three T-bills variants and they vary based on the maturity 

period. They are 91 days, 182 days, and 364 days. T-bills do not carry an interest component, in fact, this 

is one of the biggest differences between T-bills and Bonds. T-bills are issued at a discount to their true 

(PAR) value and upon expiry, its redeemed at its true value. Bonds differ from T-bills on 2 counts. Bonds 

have long-dated maturities and they pay interest twice a year. 

 Interest income from bonds is credited in the bank account. It is considered as income from other sources 

and taxes have to be paid as per the income tax slab. If there is any appreciation in the bond price, it is 

considered capital gains. Long-term (LTCG) is 10% flat or 20% with indexation. STCG is as per the 

applicable slab rate. T-bills is bought at discount and sell it at par. This appreciation is considered as 

short-term capital gain, and taxes as is per the applicable slab rate. In case of G-Secs gain is considered 

long-term (LTCG) if held for more than 3 years, otherwise it is short term capital gain (STCG).The 

interest as well as yield vary for different instruments along with security of return of money with interest 

component. The research is carried out through a survey of over 250 people and clearly examines the 

value of securities compared with each other.  
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 2. REVIEW OF LITERATURE 

When people consider investing money in fixed income instruments, they are provided by a vast 

number of options but majority of the population consider investing in FD’s over the other investing tools 

such as Bonds and Treasury bills. The people often do not consider the security and the taxes involved in 

these investments because the Bonds and Treasury bills are backed by government and is referred to as 

Sovereign Guarantee. 

In 1994, Kenneth J. Worzel, Christiana Vassiadou-Zeniou, Stavros A. Zenios developed a integrated 

simulation and optimization approach for tracking fixed-income indices. They introduced simulation 

model for the generating scenarios of holding period return of the security in the index. Then they 

developed optimization models for selection of portfolio that tracked the index.  

In 1995, Stavros A. Zenios introduced asset/liability management for uncertain behaviour of fixed income 

instrument in his research study. The research study described a series of models that took the global view 

of asset/liability management problem using interest rate contingencies. They used these classes of 

instruments as examples for introducing the model. 

In 1994, John M. Mulvey, Stavros A. Zenios elaborated the principles of managing fixed income 

securities. Their research work optimised the principles of equity market and proved in the existence of 

correlation in fixed income prices. They made correlations that can be quantified and integrated, in a 

systematic way, in an asset/liability management framework for the market.  

In Varsity by Zerodha, they reviewed the yield of FD’s and Government securities and clearly stated that 

the yield to maturity value of FD’s are less as compared to Government securities. They concluded that 

investment in government securities was of great value than considering the investment in Fixed deposits 

offer by banks.    

 

 

                                                             3. OBJECTIVES 

I. To analyse the general overview of the fixed income instruments according to people. 

II. To analyse the risk factor associated with different securities according to people. 

III. To study the yield factor of different securities according people. 

 

                                                       4. METHODOLOGY 

SAMPLING: 

The study was focused through the responses from 250 people from different age groups. This sample 

consists of major responses from college students and other responses were captured from people with 

different professions. 

INSTRUMENT: 

The survey instrument had three sections. In Section I respondents were asked the general role of that 

fixed income security over the others securities. In Section II, they were asked to rate the risk factor 
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associated with the investment in the respective security. In the last Section, they were asked to 

review the yield of the respective security. The response was captured using five point Likert scale. 

The scale range is (5) strongly agree, (4) agree, (3) neutral, (2) disagree, (1) strongly disagree

 

                                                            5.DISCUSSION 

 Analysis and Interpretation: 

 

1.Analysis based on Neutral Responses: 

In the first section, less than 10% people responded Neutral in case of FD, whereas 72.9% in case of 

Bonds and 76.1% in case of Treasury bills were called as neutral responses for both the investing 

instruments which clearly stated that the people do not have clear knowledge about the other two income 

securities other than fixed deposits. In the second section as well as in the third section it was very clear 

that people were very ignorant towards the rest of the two investment tools than fixed deposits because of 

the ratio of neutral response between the three investing tools. 

 

 

2.Analysis based on Agree Disagree Ratio of the responses: 

In section 1, where 67.7% people favoured in case of FD and only 20.7% in case of bonds and only 

15.2% in case of Treasury bills which clearly stated that people favoured FD’s over the other two fixed 

income investment tools and in Section 2 and in Section 3, the responses were as predicted and people 

prefer FD over Bonds as well as Treasury bills. 
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                                                             6. CONCLUSION                

 On the basis of the survey conducted, it was observed that the people are ignorant towards other fixed 

income instruments other than fixed deposits. It was clear form the pie chart pattern that more than half of 

the people who filled the survey had no nautche of knowledge about bonds and Treasury bills. Apart from 

better yields, there are few other factors which make G-Sec more attractive such as Unlike bank FDs, the 

investments in G-Sec are safe as its backed by Government of India, Guaranteed return on both interest 

and principle, Unlike FD, there is no TDS, Long dates maturities which mean you can lock in attractive 

interest rates for a longer period, Can use used as a collateral to avail loan, Option to sell them in the 

secondary market.  Clearly, whichever way you look at it, G-Sec is a smarter option than bank FDs but 

still from the research it sounds very dominant and clear that the knowledge of value investing among 

people is poor and this reduces the summit of their investment returns to very low values. 
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