Higher Returns, Lower Risk: Why Chit Funds Outperform Post Office Savings Accounts

Do you have a post office savings account? If yes, can that savings cover
all your future needs, help you fulfill your dreams, and ensure a comfortable
retirement?

Think about it for a moment. These are important questions because most
people simply park their money in a postal savings service without realizing
the limitations simply because it feels safe. Being government-backed
certainly provides peace of mind. But is the savings you're setting aside
today going to hold its value 10, 15, or 20 years from now? With inflation
quietly nibbling away at your savings, are you confident it's enough to keep
up? Or are you just sticking to it because it's familiar?
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Let’s be real—your dreams, like buying a home, traveling, or even living
stress-free in retirement, deserve more than just safety. They deserve
smart savings strategies that help your money grow.

So, if postal savings services aren’t cutting it, what’s the alternative? In
today’s fast-changing economy, finding financial solutions that combine
higher returns with lower risk is more important than ever. And that’s where
chit funds come in as a real game-changer. Unlike postal savings services,
where your money just sits there, chit funds combine both saving and
borrowing in a way that maximizes your returns.
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Post Office Savings Accounts: Reliable but Limited

Post office savings are a favorite among conservative investors. They offer
a sense of security backed by the government but their returns on the
savings are modest.

For instance, post office savings accounts typically offer an interest rate of
around 4% annually. While this is marginally better than keeping your
money idle, it's hardly a wealth generator. Even fixed deposit schemes
under the post office umbrella max out at around 7% in interest rates.

In today’s inflationary world, these returns barely keep up with rising costs,
leaving your purchasing power stagnant—or worse, diminished.

For example, if you save ¥1,00,000 in a postal savings service, you'll earn
4,000 in interest in one year. But with inflation working against you, that
%1,00,000 is really only worth around %98,000 by the end of the year. Not
exactly what you want when it comes to growing your wealth.

Recurring Deposits (RDs): Regular Contributions, Lower Returns

If you want a slightly higher return on investment from your postal deposit
account, you might consider a recurring deposit (RD). This scheme allows
you to make regular monthly deposits, and in return, you earn a fixed
interest rate, which currently hovers around 6.5% per annum. Not bad, but
again, inflation can still eat into your returns.

Let’s say you invest 220,000 every month in a post office RD for a year. At
the current interest rate of 6.5%, you’ll accumulate a little over ¥2,40,000 by
the end of the year, including your initial deposits and interest. While it's a
better option than a standard postal savings service, the returns are still
modest. With inflation steadily reducing the value of money, this might not
be enough to meet your financial aspirations in the long run.

Fixed Deposits (FDs): Safe, But the Growth Is Slow

Post office fixed deposits (FDs) offer a slightly higher interest rate, usually
ranging from 6% to 7% per annum, depending on the tenure. Like an RD,


https://kopuramchits.com/blogs/why-investing-early-for-high-returns-is-a-game-changer-for-young-professionals/

your money is locked in for a fixed period—typically ranging from 1 to 5
years. While the post office FD offers more stability than an RD or savings
account, it still struggles to outpace inflation in a meaningful way.

For example, if you invest %1,00,000 in a post office FD at a 7% interest
rate for a year, you'll earn ¥7,000 in interest. While that’s better than postal
savings services, it still doesn’t do much to build wealth over the long term
when inflation is steadily increasing.

Limitations of Post Office Savings Schemes [H2]

While postal savings services, recurring deposits, and fixed deposits are
safe, government-backed options, they have one maijor limitation: their
returns are relatively low and barely keep up with inflation. So, while you're
saving, your money’s real value is actually decreasing over time. The
result? Your savings might not be enough to fund your goals, whether it's
buying a house, traveling the world, or securing a comfortable retirement.

hy Post Office Savings Accounts Fall Short

1. Fixed Returns
2. No Borrowing Facility|

3. Limited Flexibility

[Please design this differently]

Chit Funds: The Smarter Alternative to Post Office Savings [H2]

Here’s where chit funds come in as a smart alternative to postal deposit
accounts. Unlike postal investment accounts, community savings plans are
one of the investment options that combine savings with the flexibility to
borrow money when needed, all while offering far higher returns.
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One of the biggest advantages of postal banking service accounts is the
returns. The interest rates on community savings can range from 12% to
15% annually, which is a substantial improvement compared to the low
returns offered by postal savings schemes, recurring deposits (RDs), or
fixed deposits (FDs).

For example, if you contribute 210,000 a month to this savings scheme,
over the course of a year, you could potentially end up with ¥1,50,000—this
includes your monthly contributions and the interest earned. Compare that
to the %1,20,000 you might earn from a post office RD or FD at a 6%
interest rate. That’s a difference of 30,000, and over time, these gains can
significantly add up.

Comparison of Risks: Post Office Savings Accounts vs. Chit Funds

Postal deposit accounts are super safe, no doubt about it. Your savings is
backed by the government, the returns are guaranteed, and you don’t have
to worry about market ups and downs. Sounds perfect, right?

But here’s the thing— your savings might be safe, sure, but it's not working
hard enough to build wealth. Think of it as parking your car in the
garage—it's secure but not going anywhere.

If you're looking for absolute safety and don’'t mind low returns on your
savings, a postal investment account may suffice. But, wouldn’t you prefer
your savings to be both safe and growing at the same time while still
keeping risk under control? With community savings, you're not just
saving—you’re building a future. They strike a perfect balance between risk
and reward, making them a smarter option for growing your savings. Let’s
explore why.



1.

Higher Returns: While the returns from a postal savings scheme
are fixed, community savings often yield higher and assured returns.
Chit funds can yield annual returns of 12%-15%, compared to
4%—T7% in post office savings schemes. Over 5 years, 1 lakh in a
chit fund could grow to 1.8 lakh, while a post office account may
barely reach %1.4 lakh.

Flexibility & Accessibility: Another reason community savings
stand out is their flexibility. Unlike post office bank accounts, where
you can only access your money with a penalty or after a fixed term,
community savings allow you to access the pooled money through a
bid or auction process. If you need cash urgently, you can participate
in the investment pool auction and receive the amount you need, with
the remaining balance continuing to grow.

In contrast, if you have a post office savings plan, you would either
need to wait for the term to end or pay a penalty for early withdrawal
of your savings. This makes community savings a more dynamic
option, providing both savings and liquidity when needed.

Security & Trust: Just like postal savings schemes, community
savings are also a relatively safe option—especially when you
choose a registered chit fund with a good track record. These
companies operate in a group setting where the participants trust
each other, and each member has an equal share of the savings
pool. The group dynamic ensures that the savings is being managed
in a responsible way, and unlike bank accounts, you can also know
the status of your savings at any time.

Better long-term growth: Due to the higher returns on savings,
chit funds can provide better wealth accumulation over time
compared to the low yields on savings from postal financial accounts.



5. Emergency Fund: Chit funds offer the ability to access funds
quickly and can be a lifesaver in times of need. Ask yourself: if an
emergency hits tomorrow, would you rather deal with the paperwork
and penalties of a postal deposit account or have the flexibility to
access your savings without hassle?

6. Dual Purpose: While post office bank accounts only grow your
savings, chit funds allow you to access funds when needed without
taking out high-interest loans.

7. Inflation Protection: With inflation averaging 6%—7% annually,
postal savings services barely preserve purchasing power. Chit
funds, with higher returns for your savings, ensure real wealth growth.

8. Peace of Mind: These investment pools provide not just financial
agrowth but peace of mind—a reliable safety net you can count on.
Why not make your savings fund smarter and more accessible?

9. Community Benefits: The social aspect of these savings funds
can provide additional value beyond financial returns.

Comparison of Risks

Feature Post Office Chit Funds
Savings
Accounts

Returns 4%—7% 12%—-15%

Inflation Limited Yes

Adjustment

Flexibility Low High

Loan Options No Built-in borrowing

ability
Risk Very low Low (if regulated)

[Please design this differently]
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Final Words

While postal savings are a safe option, community savings scheme funds
offer a more rewarding and flexible approach to savings and investment. By
understanding the benefits and working with a reputable chit fund company,
you can secure a brighter financial future.

So, why settle for less? Explore regulated chit funds today and watch your
money grow beyond what postal financial accounts can offer.
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