
ROLE OF A CUSTODIAN BANK

A custodian bank, or simply custodian, is a specialized financial institution responsible for The role of a custodian in
such a case would be to.

Many firms charge quarterly custody fees that are based on the aggregate value of the holdings. Since they are
responsible for the safety of assets and securities that may be worth hundreds of millions or even billions of
dollars, custodians generally tend to be large and reputable firms. Role of a Custodian Custodians play a key
role in safeguarding the wealth of Australians. Assets held in such a manner are typically owned by larger
institutional firms with a considerable number of investments such as banks , insurance companies , mutual
funds , hedge funds and pension funds. The custodian remains in place until he resigns or becomes
incapacitated, or the beneficiary reaches the age of legal adulthood. The definition of "shareholder" is
generally upheld by corporate law rather than securities law. Corporate actions like dividends, stock splits, and
buybacks require adjustments or payments to be made to accounts. Updated Apr 26, What Is a Custodian? As
of the 5 largest custodian banks in the world were: [1]. Notices must be supplied to customers when certain
activities are conducted on their behalf or using their assets. Certain events like annual meeting, shareholder
voting, and proxies require holders to be informed. A custodian may also have the right to assert possession
over the assets, if required, often in conjunction with a power of attorney. The major expense for such a bank
is the staff cost and the cost of the technology needed for providing custodian services. Custodian banks hold
equities, bonds, commodities, foreign exchange, and their derivatives. This allows the custodian to perform
actions in the client's name, such as making payments or changing investments. However, their growth hinges
on the growth of commercial and investment banks and other financial institutions because they need to grow
assets under their custody to keep growing as a whole. Custodian Bank Examples In the U. How a Custodian
Works In addition to holding securities for safekeeping, most custodians also offer other services, such as
account administration, transaction settlements, the collection of dividends and interest payments, tax support,
and foreign exchange. Their role is to hold assets separately to other assets, ensuring they are protected against
theft or loss. However, the ultimate security holders are still the legal owners of the securities. Further, account
statements must be supplied to the customers to keep them abreast of the current holdings associated with their
assets. These banks may hold a variety of financial instruments for their client. Other people can contribute to
a minor's account, but they have no authority over how the funds are managed once they are deposited. The
fees charged by custodians vary, depending on the services that the client desires. Special Considerations In
cases where investment advisors are responsible for customer funds, the advisor must follow custody rules set
forth by the Securities and Exchange Commission SEC. The custodian has the authority to make contributions
and investment decisions regarding the assets in the account, but the funds are ultimately intended for use by
the named beneficiary. The person or entity must be considered a qualified custodian, often limiting the
options to banks, registered brokers, registered dealers, and certain other individuals or entities. These banks
provide all such services. Each account can only have one beneficiary, the minor account holder, and one
custodian, a designated adult representative. A custodian is a financial institution that holds customers'
securities for safekeeping in order to minimize the risk of their theft or loss.


