
CCLA Briefing - Public Sector Deposit Fund (PSDF) and the Outlook for Interest Rates 
 
Bank of England Announcement 
 
Currently the interest rates are at 0.1%.  
 
Andrew Bailey, Governor of the BoE said they were working on preparations for negative interest rates 
if the recovery is disappointing. The objective of negative interest is for people to spend more and 
save less. In theory, negative rates would boost the economy by encouraging consumers and banks to 
take more risk through borrowing and lending money. The BoE said UK Banks will need six months to 
prepare for negative rates, if this route was to be adopted. 
 
CCLA Public Sector Deposit Fund 
 
CCLA highlighted that the PSDF is designed as short-term cash deposit which targets security as a top 
objective with daily liquidity and to provide interest rates above the market, if possible. The current 
rate is 0.04% nett after fees. TTC has £1.55m held in this fund. 
 
The fund currently is valued at £1.3 billion, of which £100 million is deposited by parish councils. The 
CCLA along with other UK Banking Institutions are examining how negative rates would impact their 
strategy, in particular the impact of passing costs to customers.  
 
The thinking at the moment is to reduce the capital value of the holdings, by the costs the CCLA will 
have to pay the BoE. More analysis is taking place. It has to be stressed ALL banks will have to make 
painful decisions as well. 
 
A question was raised regarding the Financial Services Compensation Scheme. For parish councils with 
a precept of less than £480k, they would be covered by the compensation scheme. If the precept is 
above, parish councils are not covered – ours is £604k. 
 
CCLA Commercial Property Fund 
 
I asked the question about the commercial property fund in light of the partial transition from office 
working to home working, plus the impact on retail high street space. 
 
CCLA stated that yields have remained high at 4.5% due to the quality of office assets and tenants. 
Very little investment is held in retail space. At the time of writing the capital value of our investment 
has reduced from £750,000 to £700,000. That reduction has been more than made up from the 
interest received since the investment in late 2016. 
 
Conclusions 
 
I would suggest: 
 

1. We approach our financial adviser when it would be prudent to assess the council’s 
investment strategy. In my view in the next 4 months. The issue is the volatility of the economy 
to make a sensible decision.  

2. We provide an update to the April 2021 Internal Committee. 
 
 
John Crawford 


