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Foreword

The world of custody services providers (custodians) has 
evolved significantly over the years in terms of newer 
offerings, technology adoption, geographical reach, 
business models, etc. The changing custody service 
landscape offers endless growth opportunities to 
custodians to improve efficiency, reduce risk, and improve 
the quality of services provided to clients. 

The Indian custody services market, which accounts for 
less than 2 percent of the global custody market, has a 
significant room to grow.1 However, to tap this potential 
and shape the growth story of the Indian custody services 
market, the custody service ecosystem needs to attain a 
certain level of maturity with respect to industry structure, 
risk management, technology adoption, regulations, etc. 
Indian custody services providers can also learn from their 

1 Deloitte Analysis based on data from NSDL; SEBI

global counterparts, adopt the relevant best practices, and 
take measures to boost investor confidence. 

This report delves into the nuances of the custodian 
regulatory structure in India and select other countries. 
It focuses on specialised non-banking custody services 
providers in India. The report analyses their service 
offerings, target customer segments, revenue structures, 
risk levels, business challenges, etc., in comparison with 
global custodians. It summarises clients’ perspectives on 
key improvement areas. 

We would like to thank custody services providers, 
industry experts, and people at financial institutions who 
participated in the survey and shared insights on this 
industry. 
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Introduction

Custody services providers are specialised financial institutions 
that play an important role in the functioning of the securities 
market in a country. They are responsible for safe-guarding 
an investor’s (institutional and individual) financial assets and 
minimising the risk of theft or loss. They have progressed 
from their traditional role of providing safekeeping service, 
to offer a gamut of banking and information services to their 
clients. Globally, banks and other entities (with the permission 
of regulators), such as broker-dealers, trusts, and capital 
market players, offer custody services in addition to their core 
services. 

Certain banks have chosen to specialise in custody services 
as their core offerings and provide limited regular banking 
services. They are often referred to as ‘specialised custodian 
banks’. 

Unlike international markets, India does not currently have 
specialised custodian services providers (either foreign or 
local) that can act as a one-stop shop for custody and banking 
needs of institutional clients. 

Thus, there is a difference in the way the custody services 
market is structured in India, compared with the global custody 
market. 

In this study, we have analysed the Indian custody market vis-
à-vis select global markets.

Methodology
Deloitte conducted primary and secondary research to 
gather perspectives and draw insights on global and Indian 
custody services practices. 

For primary research, nearly 25 interviews were conducted 
with industry participants who had significant experience 
of working with custodians (global or local) or clients of 
custody services providers in India (‘clients’). The industry 
participants are based in the US, Singapore, Europe, and 
India. Clients across categories such as foreign portfolio 
investors (FPI), insurance players, portfolio management 
services, alternative investment funds, foreign direct 
investment (FDI), and mutual funds were also interviewed.

The discussions covered the following areas:

•  Custodians: Service offerings, technology capabilities, 
revenue streams, risk profiles, regulatory requirements, etc.

•  Clients: Parameters considered while selecting a custodian, 
service experience, challenges faced, the possible 
improvement areas, etc.

Observations and conclusions shared in the report are 
based on responses received in the above mentioned 
interviews, and the findings from secondary research. This 
study was not a quantitative market research survey.
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Based on industry inputs

Figure 1: Custody services overview

Assessment of the 
custody market

Core services  
•   Securities safekeeping
•   Securities transaction processing 
•   Settlement
•   Asset servicing
•   Professional clearing

Across asset classes, including equity, commodities, fixed 
income, and private equity 

Auxiliary and administrative services
•   Fund accounting
•   Foreign exchange services
•   Securities lending 
•   Escrow services
•   Transfer agency services
•   Trustee services
•   Collateral management
•   Compliance monitoring

Service portfolio of custody services providers
Custodians mainly provide services under the following 
segments: 
•   Core services comprise fundamental activities that 

custodians provide to their clients. 
 
 These services relate not only to equity instruments but 
also to other asset classes, such as commodities, fixed 
income, and private equity.

•   Auxiliary and administrative services support 
the core functions, augment them, and thus enable 
custodians to offer a stronger proposition to their 
clients.

Figure 1 provides an overview of the service portfolios that 
custodians currently offer.

Overview of custody market

Figure 1: Custody services overview



Custody market in India | Introduction

04

Regulations guiding operations of custodians
The custody services market involves high-value securities 
and is a regulated business. Globally, countries have adopted 
different regulatory structures to provide custody services in 
their respective jurisdictions. Central banks and/or securities 
market regulators usually lay down the guidelines that 
custodians follow in their respective markets. Clients can select 
any registered custodian in some geographies (e.g., India), 
while in other geographies, clients’ regulators specify eligible 
custodians per clients’ legal status (e.g., the US).

US regulations
In the US, clients’ legal status plays an important role in 
determining eligible custodians. 

As an example, Investment Company Act of 1940 provides a 
list of eligible custodians for investment companies (such as 

mutual funds and exchange-traded funds) registered  
with SEC:
•   In the local US market (domestic): a) US regulated  

banks b) broker-dealers registered under the  
Securities Exchange Act of 1934, or c) US securities 
depositories

•   In foreign markets: A banking institution or a trust 
company regulated within the foreign country (Rule 17f-5) 
or an eligible securities depository as defined under  
Rule 17f-7

Unlike investment companies registered with the SEC, 
custodian services for Individual Retirement Arrangements 
(IRAs) can be provided by any entity (even a non-banking 
entity) registered with Internal Revenue Services (IRS-
regulator for IRAs).

Table 1: Eligibility of custodians per client status (For US funds being invested in the US)

Custodians allowed for different clients

Client legal status US regulated 
banks

Broker dealers Trust companies Security 
depository

Futures 
commission 
merchant

Investment 
company

√ √ √

Investment 
advisors

√ √ √

Insurance 
companies

√ √ √

Individual 
retirement 
arrangements
(Any company 
can apply to IRS 
to become a 
custodian for IRAs)

√ √ √ √ √

Pension funds √ √ √

Source: Investment Company Act of 1940; Investment Advisers Act of 1940, Securities and Exchange Commission (SEC) website;  

Internal Revenue Service (IRS) website; and secondary research
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Table 2: Eligibility of custodians per client status (For US funds investing outside the US)

Source: Secondary research and interaction with industry experts

Client Custodians allowed for different clients

Client legal status US regulated 
banks

Non–US banks Non–US clearing 
corporations or 
centralised securities 
depository

Non-US, non-bank custodians

Investment 
company

√ √ √ -

Investment 
advisors

√ √ √ √

Insurance 
companies

√ √ √ -

Individual 
retirement 
arrangements

(Any company can 
apply to IRS to 
become a custodian 
for IRAs)

√ - - -

Pension funds √ √ √ -

Regulations in Singapore
The Monetary Authority of Singapore (MAS) is the key 
regulator that governs the financial services industry in 
Singapore. Unlike the US, regulations in Singapore for 
provision of custodian services are based on the legal status 
of the service provider (rather than the service recipient/
client). In Singapore, the following group of entities can 
provide custody services:
•   Banks, merchant banks, finance companies, and insurance 

companies are governed by their respective regulations 
and do not need to obtain any additional licences to 
provide custodian services.

•   Other entities can provide custodian services by seeking a 
capital market services (CMS)2 licence under the Securities 
and Futures Act (SFA). Holding a CMS licence provides 
these entities an opportunity to offer custodian services 

for securities and other financial services, such as advising 
on corporate finance, fund management, and product 
financing.

Hence, non-bank entities in the country can choose to provide 
custodian services as their key offering. They also have an 
option to provide a broader range of services and generate 
income from additional sources.

Regulations in India
The Securities and Exchange Board of India (SEBI) is the 
primary regulator for custodians in India. Any institution 
proposing to provide custody services in India is required to 
receive a grant of certificate from SEBI.3 At present, full-service 
banks and non-bank custodians provide custody services  
in India. 

2 MAS website
3 Per SEBI (Custodian of Securities) regulations, 1996
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Table 3: Overview of services provided by global custody services providers

Services Specialised custodian banks Full-service banks Others

Description Global banking institutions 
that have decided to focus on 
custodian services as their core 
business and provide limited 
banking services

Banks that offer a range of 
banking services, such as 
accepting deposits and lending; 
custodian services are one of 
many services provided by them

Global entities that provide 
custodian services but do not have 
a banking licence; for example, 
broker dealers, trust companies, 
and security depository

Custody services

Forex services

Accepting deposits

Lending

Brokerage services

Wealth management

Limited lending linked 
to custodial business

Source: Deloitte Analysis

*Non-bank custodians in India need to obtain separate licence to provide services such as brokerage, wealth management, and forex, unlike in other 

jurisdictions

Types of custody services providers 
Global scenario
Among various service providers offering custody services globally, banks (full-service or specialised) form the most 
significant category of custodians. The table below summarises the different types of key global custody services 
providers and their main offerings:

Others
 •   Other players, such as broker-dealers, can provide custody services after seeking local regulators’ permission. 
 •   Custody services may not be the primary source of revenue for these players. In some jurisdictions, these 

players can also provide short-term securities based lending, such as margin lending.

Specialised custodian banks
 •   These banks primarily focus on custody and other investment management services. They provide these services 

across multiple markets and geographies. They can act as a single point of contact for a client across multiple markets, 
ensuring consistency in services and a single view of reporting.

 •   In some geographies where they do not operate directly, they appoint sub-custodians to serve their global clients. 
 •   Although lending is not their primary business, specialised custodian banks provide short-term credit (intra-day/

overnight lending) to their clients to enable settlements.

Full-service banks
 •   These banks accept deposits, offer loans, and can service complete banking needs of their customers. Although 

these banks primarily focus on lending and deposit services, a few banks provide custody services to their 
clients.
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Table 4 – Overview of global custody services providers

* Provide only short-term securities based lending products, such as margin lending, securities-based consumer lending, and fully paid securities lending; 
we intend to compare the nature of balance sheets of multiple types of custody service providers and not just their custody lending business. Hence, we 
have considered the full lending portfolio and NPAs of full-service banks and not just the custody-related lending portfolio.

Source: Latest annual reports, financial statements and company websites of some of the large specialised custodian banks, full-service banks and other 
entities rendering custody services (global reporting); Deloitte analysis

4,5  Latest annual reports (global) for the custody service providers

The world’s top four custody players hold about US$ 118+ trillion in assets under custody.4 Among them, the top two are 
specialised custodian banks with more than US$ 70 trillion of combined assets under custody.5  At an aggregate level (in 
terms of total global AUC), it is estimated that the specialised custodian banks play a major role and own a significant 
market share of the AUC market.

Key metrics Specialised custodian 
banks

Full-service banks Others (broker-dealers, 
trust companies, 
security depository)

Remarks

AUC to total assets ~93.1x ~2.7x NA Specialised custodian 
banks have a much 
higher focus on the 
custody business.

Loans to AUC ~0.2% ~18% NIL* Specialised custodian 
banks have limited 
lending operations and 
lower NPA levels, which 
make them a safer option 
compared with full-
service banks.

NPAs ~0.2% ~1.5% NIL*

Market share ~ 50% ~ 45% ~5%
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Overview
The Indian market initially had non-bank custodians and 
a few foreign banks.  The evolution of custody services 
accelerated with the dematerialisation of securities in mid-
90s that attracted more foreign banks to join the existing 
custodian players. Gradually, with the increase in foreign 
and domestic investments, Indian full-service banks and a 
few other non-banks applied for a custodian licence with 
SEBI and entered the market.6

Thus, full-service banks (foreign and Indian) and non-bank 
custodians currently provide custody services in India. 

6 Based on industry inputs
7 Source – As per joint letter (dated 19th May 2017) to RBI by BNY Mellon, Northern Trust and State Street
8 The number may vary due to merger of a few public sector banks.
9 Source – RBI; SEBI
10 Source – SEBI (SBI Bank and SBI SG have been considered to be a single non-bank custodian)

Non-bank custodians
 •   These provide custody services but do not have a banking licence. 

Therefore, non-bank custodians cannot offer services such as deposit 
accounts and foreign exchange, to their custody services clients. They need 
to involve a regular bank. 

 •   Thus, activities such as onboarding new clients and trade settlement 
require exchange of documents and instructions between the custody 
services provider and the client’s preferred bank, resulting in additional 
administrative work and costs.

Full-service banks
 •   As of March 2020, India had about 868 full-service banks (foreign 

and Indian). Of these, only 13 banks are registered with SEBI to offer 
custody services.9 

 •   Of these 13 banks, five are domestic full-service banks and eight are 
foreign full-service banks.10

Indian Custody Market

Specialised global custodian banks have been showing a 
keen interest in entering the Indian market. To facilitate 
entry, they have requested RBI to consider expanding 
the scope of the differentiated banking regime to include 
custody banking.7  However, RBI is yet to give a nod. At 
present, none of the specialised global custodian banks has 
a direct presence in India.

The following is a brief on the two types of custody service 
providers in India:
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11  SEBI – Handbook of Statistics on Indian Securities Market, National Securities Depository Limited (‘NSDL’)
12 World Bank data (2018 US$)

Source: NSDL - May 2020

Table 5: Percentage contribution to AUC in India per client type  (May 2020)

Client type % contribution

FPI 28%

Mutual funds 21%

Insurance company 17%

FDI 9%

Banks  5%

Local pension funds 5%

Foreign Depository 3%

Others (corporates, NRIs, etc.) 12%

A fast growing market
Market size
The Indian custody services market has seen significant 
growth over the past two decades. The AUC for the Indian 
market increased ~36  times at a CAGR of  ~22 percent from 
YE FY02 to YE FY20.11 However, the market is still less than  
2 percent of the total global custody market. In comparison, 
India’s share in global GDP is about 3.5 percent,12 thus 
implying that the country’s AUC market has a significant 

Figure 2: AUC in India

Source: SEBI – Handbook of Statistics on Indian Securities Market, National Securities Depository Limited (NSDL)
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room to grow. As the Indian capital market matures and 
attracts investments, its share in the global custody market 
is expected to increase.

Key clients of custody services providers
FPIs (28 percent), mutual funds (21 percent), and insurance 
companies (17 percent) are the major client segments for 
custody services, and contribute more than 65 percent to the 
total Indian AUC.

2018-19 May' 20

AUC (INR Trillion)
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1. Foreign Portfolio Investors 
FPIs account for almost a third of the total AUC in India and 
require custodians to manage their securities and cash 
transactions. These investors also require bank account 
for deposits and foreign exchange services for settlement 
of securities in local currency. As only full-service banks 
can provide these services end to end, they are better 
positioned vis-à-vis non-bank custodians to serve FPIs. 
Providing these services also leads to additional revenue 
streams for such full-service banks. 

Our research suggests that most of the FPI businesses in 
India are directed towards foreign full-service banks due 
to their existing global relationships with the bank or a 
sub-custodian arrangement between specialised custodian 
banks and the foreign full-service bank for the Indian 
market.

In terms of geography, a significant amount of funds is 
received from the US (33 percent) followed by Mauritius  
(11 percent), Luxembourg (9 percent), Singapore  
(10 percent), and the UK (5 percent).13

Notably, it appears non-bank custodians in India 
are not being appointed custodians for investment 
funds from the US due to the US SEC Rule 17f-5 
(under the Investment Company Act of 1940). The 
interpretation of the rule by the market players 
suggests that only a banking institution or a trust 
company is an eligible foreign custodian for US 
investment companies.14 

As Indian non-bank custodians do not seem to 
fulfill the above condition, they are unable to offer 
custody services to any fund regulated under the 
US SEC provisions. Specialised custodian banks 
too usually appoint only full-service banks as sub-
custodians in India to service their institutional 
clients. While the above rule is applicable only 
for investment companies (e.g., mutual funds), 
non-bank custodians in the country appear to 
miss out on other US-based institutional clients 
(such as investment advisors) due to such sub-
custodian arrangements.

13 Source: NSDL - May 2020
14 Investment Companies include mutual funds and exchange-traded funds that are registered with the U.S. Securities and Exchange Commission (SEC)

Figure 3: Top FPI contributors to Indian AUC

Source: NSDL - May 2020
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Table 6: Comparison of custody services providers in India

Key metrics Foreign full-
service banks

Indian full-
service banks

Non-bank 
custodians

Remarks

Total entities in India 44 42 5 Only a small proportion of full-service banks 
have opted to provide custody services in India.

Number of entities 
providing custody services

8 5 5

Market share 50–55% 5-10% 40–45% The Indian market is dominated by two 
categories of players.

The market share of foreign full-service banks 
and non-bank custodians is attributed to a 
large share of FPI AUC and AUC from domestic 
businesses i.e., insurance companies and MFs, 
respectively.

AUC to total assets ~7.3x ~0.3x ~700x Being a specialised custodian, non-bank 
custodians have a much higher focus on the 
custody business.

Loans to total assets ~39% ~63% N/A Due to restrictions on their lending activities, 
non-bank custodians enjoy a lower credit risk 
profile compared with full service banks.NPAs ~3.6% ~9.4% N/A

Source: Latest annual reports/financial statements/corporate presentations of some major full-service banks (foreign and Indian) and non-bank 

custodians; RBI data

15  The numbers are estimated basis annual reports and corporate presentations of some major Indian banks and non-bank custodians, NSDL and 
Deloitte Analysis

16,17 Latest annual reports (global) for select specialised custodian banks

2. Domestic mutual funds and insurance companies
Asset management companies (AMCs) and insurance 
companies are the biggest domestic clients that contribute 
almost 40 percent to the Indian custody market. Unlike 
FPIs, domestic funds do not require foreign exchange 
services. However, some expect other services, such as 
safekeeping, credit lines (intra-day and overnight) services, 
and fund accounting, from their custody services providers.

Market share of custodians
Foreign full-service banks were estimated to account for 
almost half of the Indian AUC market for FY19. Non-bank 
custodians and Indian full-service banks were estimated to 
hold ~40 percent and ~10 percent of the AUC, respectively.15 
The relatively higher market share of non-bank custodians 
(compared with Indian full-service banks) is due to a state-
owned non-bank custodian that is servicing large state-owned 
funds (including insurance business).

Non-bank status limiting non-bank custodians’ 
revenue streams 
A typical specialised custodian bank has four primary revenue 
streams − core custody, foreign exchange services, net interest 
income (NII), and others. 

Core custody services, including safekeeping, transactions 
settlement, asset servicing, contribute ~40 percent16 to the total 
revenue of specialised custodian banks.

The next key contributor to revenue is NII, largely driven by 
the income generated by specialised custodian banks on 
deposits of institutional clients (i.e., through reinvestment and 
extension of credit to clients for operational purposes). NII 
is estimated to constitute ~20 percent of the total revenue of 
specialised custodian banks.17 If looked in the Indian context 
of relatively higher interest rates compared with mature 
economies, the relative share of NII is expected to be higher. 
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As part of this report, for a limited set of specialised 
custodian banks, prevailing interest rates in India were 
applied (on both assets and liabilities) and the resultant 
share of NII was determined to be about ~35 percent.

The balance revenue share for specialised custodian banks 
is earned through forex services (~5 percent) and other 
additional services, such as issuer services, investment 
management, securities lending, and treasury services.18

Similar to specialised custodian banks, Indian non-bank 
custodians specialise in custody-related services. However, 
unlike specialised custodian banks, a typical non-bank 
custodian in India does not have access to revenue 
streams, such as NII (~35 percent) and forex services (~5 
percent).  Further, another ~25 percent of revenue can be 
accessed by non-bank custodians by obtaining licences/

Figure 4: Specialised custodian banks’ revenue share

Source: Latest annual reports (global) for select specialised custodian banks; Deloitte Analysis

Core services

NII

Forex services

Other services

40%

20%

35%

5%

18 Latest annual reports (global) for select specialised custodian banks
19  Some of the services (such as investment advisory and wealth management) provided by specialised custodian banks can be provided by non-

bank custodians in India after additional licences/approvals from SEBI/NSE
20  65% of the revenue unavailable to non-bank custodians accounts for a higher portion of net interest income in total revenue, due to higher 

interest rates in India compared with the US.
21  This does not account for additional revenue that can earned by non-bank custodians post additional SEBI/NSE approvals
22 Latest annual reports (global) for select specialised custodian banks
23 Latest financial statements for select non-bank custodians

regulatory approvals for providing additional services (such 
as investment management and brokerage).19 Per industry 
sources, Indian non-bank custodians do not have access to 
or access is contingent on regulatory approval for about 65 
percent 20,21  (~2/3rd) of the revenue opportunities available 
to specialised custodian banks.

Further, it appears that the competition in the Indian market 
has kept custody revenue levels low and custody services are 
seen as commoditised services. While specialised custodian 
banks are estimated to earn an annual core revenue of ~0.016 
percent 22 of their AUC in international markets, non-bank 
custodians in India earn ~0.011 percent in revenue.23 This may 
mean that Indian non-bank custodians earn about 75 percent 
(3/4th) of the fees earned by global custodians for a similar size 
of core business. 
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24 Latest annual reports (global) for select foreign full-service banks and specialised custodian banks; Deloitte Analysis. 
25  RBI: Database on Indian Economy. GNPL levels for scheduled commercial Indian public and private sector banks (excludes small finance banks)

Specialised custodians may offer low-risk 
alternatives to clients 
As specialised custodian banks do not focus on lending/
extending credit, they enjoy a lower credit risk profile 
compared with full-service banks. This reflects in lower gross 
non-performing loans (GNPL) for specialised custodian banks 
compared with those for full-service banks.

For FY19, the average global GNPL level of foreign full-service 
banks was estimated at ~1.5 percent. The level for specialised 
custodian banks was estimated to be much lower at ~0.2 
percent.24 Specialised custodian banks’ GNPLs were also 

Figure 5: Non-performing assets of various custodian categories

Specialised custodian 
banks - FY 19

Foreign full-service  
banks - FY19

Indian full-service  
banks - 10 year avg

Indian full-service  
banks - FY19

Source: Latest annual reports (global) for select foreign full-service banks and specialised custodian banks. 
Database on Indian Economy. GNPL levels for scheduled commercial India public and private sector banks 
(excludes small finance banks), Deloitte Analysis.

0.21%

1.48%

5.60%

9.37%

Customer perpective

considerably lower than the weighted average GNPL of Indian 
full-service banks for a 10-year period – FY10 to FY19 (5.6 
percent) and for FY 19 (9.4 percent).25

In our research, institutional clients regarded custody services 
providers’ financial stability as one of the most critical factors 
while selecting a service provider (refer next section for 
details). While they did not perceive higher GNPL of full-service 
banks as a cause of concern, this perspective could be  
driven due to lower GNPL levels of foreign full-service banks 
compared with Indian banks.
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Key drivers for custody services providers’ selection 
While specialised custody services providers may potentially offer low-risk option to their clients, other factors also drive the selection 
of a custody services provider. Per our research, the following factors were identified as key considerations for the selection of custody 
services providers.

Figure 6: Key considerations while selecting a custody services provider

Source: Deloitte Analysis of Survey Results

Financial stability of custody services providers
Safety of investments/funds and the business continuity of services providers are the highest priority for any client/investor. 
FPIs, insurance, and PMS/wealth managers in particular trust service providers who have reported sound financials and a strong 
balance sheet over the years. Further, to avoid risk to their assets, clients in recent times (especially after the global financial 
crisis of 2008-09) have shown an inclination to appoint more than one custodian as their service providers. This allows them to 
avoid concentration of assets to a single provider and reduces risk.

Understanding of local regulations
Each market’s regulatory requirements are quite complex and may undergo change at regular intervals. Therefore, client 
categories, such as FPIs who operate in multiple markets, need custodians’ support to understand and interpret local 
regulations. Hence, they value custodians who are well versed with regulations, and can help them navigate through changes 
smoothly and efficiently.

Technology maturity and process controls
The level of technology and related processes (such as process controls, validation of client instructions, error-free 
transaction processing, and correct reporting) adopted by the custody services provider is also an important consideration 
for clients. Clients in particular from mutual funds, alternative investment funds (AIF), and those in foreign direct 
investments (FDIs) prefer services providers with advanced technology infrastructure and robust process controls in place.

Single service provider
Clients present in multiple markets (e.g., FPIs) prefer a single custody services provider across markets to enable consistent 
services, unified reporting, and fewer touch points. Further, clients prefer a single service provider across multiple asset classes.

Customer orientation and flexibility
Although custody services are commoditised, clients especially PMS/wealth managers value service providers who are more 
responsive to their specific needs and ready to customise services. Clients also value custodians with skilled and trained resources.

01 0302 04 05
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In a few instances, lack of understanding and 
interpretation of regulations by custodians have 
resulted in a longer time for resolution of clients’ 
queries related to regulations. As the time taken 
to resolve queries is critical for business decisions, 
clients expect custodians to be well versed with 
regulatory requirements and changes thereof.

Current service levels and scope for improvement
Our survey revealed that while clients in India seem to be satisfied with the overall 
service levels of their custodians, the current service levels have a scope for 
improvement.

Understanding 
of regulatory 
requirements

 Custodians need to ensure error-free reporting, 
and provide customised reports to enable a better 
understanding of data per clients’ needs. The 
customisation requirement might change with type of 
client business and scale, thus requiring co-creation 
with the client, and a highly agile technology and 
operational capabilities.

Customised 
and error-free 

reporting 
issues

Clients expect tools such as a self-service portal (to 
place instructions) and a robust instruction validation 
process to avoid errors. Full-service banks have a 
sound technology stack and system/process controls 
required for banking institutions. However, non-bank 
custodians do not have such controls. Hence, clients 
highlighted the need for non-bank custodians to 
invest in such capabilities and offer improved service 
experience.

Mature 
technology 
and process 

controls
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Conclusion
Internationally, financial regulators permit various players, 
including banks (full-service and specialised custodian banks) 
and other entities (such as broker-dealers), to offer custody 
services.

Most other entities offer custody services as a part of 
their broader bouquet of services. However, specialised 
custodian banks focus on providing custody and other 
enabling services to their clients. These banks account for a 
significant global market share. Two of the top four custody 
services providers across the globe are specialised  
custodian banks.

In India, local regulations permit both full-service banks and 
non-bank players to offer custody services. However, none of 
the specialised custodian banks currently has a direct presence 

in India. Only a limited number of full-service banks (13 of 86) 
offer custody services. Non-bank custodians are unable to 
provide a broader suite of financial services required by custody 
clients (such as cash management, credit facilities, and foreign 
exchange services) due to local regulatory constraints. This 
affects business opportunities available to them. As a result, 
some non-bank custodians have expressed the need to have 
a specialised banking licence for custody services providers in 
India. 

As the Indian capital market is gearing for expansion, it would 
need more mature custody services to support this growth. 
Therefore, an enabling environment that invites more custody 
services providers and promotes healthy competition in the 
industry may bode well for the overall growth of the Indian 
market.
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Appendix

A. Examples of custodians by category 
 A.1. Global entities

 A.2. Indian entities

Specialised custodian 
banks

Other entities providing 
custody services

Full - service banks providing 
custody services

•  BNY Mellon

•  State Street Bank

•  Northern Trust

•  Brown Brothers Harriman

•  KAS Bank (acquired by 
CAECIS)

•  Pictet

•  Julius Baer

•  JPMorgan Chase & Co

•  Citibank

•  BNP Paribas

•  HSBC

•  Societe Generale

•  Standard Chartered 
Bank

•  Royal Bank of Canada 
(RBC)

•  Industrial and 
Commercial Bank of 
China

•  Wells Fargo

•  China Construction 
Bank Corporation

•  Bank of China

•  Agricultural Bank of 
China

•  Pershing LLC

•  Charles Schwab & Co

•  Fidelity Clearing and 
Custody Services

•  Millennium Trust 
Company

•  Depository Trust 
Company

Indian full - service banks  
providing custody services

•  ICICI Bank

•  HDFC Bank

•  Axis Bank

•  Kotak Mahindra Bank

•  Yes Bank

Foreign full - service banks  
providing custody services

•  JP Morgan Chase & Co

•  Citibank

•  BNP Paribas

•  HSBC

•  Standard Chartered Bank

•  The Bank of Nova Scotia

•  DBS Bank

•  Deutsche Bank

Key definitions
•   Specialised custodian banks – These entities are institutions that have a banking licence in most geographies but 

have chosen to focus on custody services across locations.
•   Full-service banks – These entities cater to a wide array of financial services, and are primarily focused on 

lending and deposit services. Some banks also have custody as a part of their service portfolio.
•   Other entities are players such as broker-dealers, trust companies, and securities depositories who can provide 

custody services after the local regulator’s approval.

Non - bank custodians

•  Stockholding Corporation of 
India Ltd.

•  SBI - SG Global Securities 
Services Pvt. Ltd.

•  Edelweiss Custodial Services Ltd.

•  Orbis Financial Corporation Ltd.
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Important notice from Deloitte
This report (“Report”) has been prepared by Deloitte Touché 
Tohmatsu India LLP (“Deloitte””) and is a culmination of the 
research conducted as part of a funded study. 

The Report has been prepared for the purpose of assessing the 
custody services market in India. It also discusses the prevalent 
practices and compare them with those in select other markets. 
It should not be used for any other purpose or in any other 
context. The Report contains certain statements, estimates, and 
observations based on industry inputs, secondary research, 
and some assumptions. Deloitte is not responsible for the 
accuracy or completeness of such statements, estimates, and 
observations. This is a high-level study only and does not involve 
any detailed assessment or due diligence of business models, 
operations, and risks of the custody industry.

The Report has been prepared primarily based on primary 
research (i.e., inputs received through telephonic/in-person 
interviews with custody services providers, industry experts, 
and clients availing custody services) as well as secondary 
research (data analysis). The sources of information have been 
referenced in the appropriate sections of the Report. Deloitte 
has sought to neither corroborate this information nor review 
its overall reasonableness. Further, the analysis contained in 
the Report is based on the information available at the time of 

writing the Report and may not be relied upon in subsequent 
periods without updating for current information.

The Report and its contents do not constitute financial 
or other professional advice, and specific advice should 
be sought about any specific circumstance. In particular, 
the Report does not constitute a recommendation or 
endorsement by Deloitte to invest or participate in, exit, or 
otherwise use any of the markets or companies referred to 
in it. To the fullest extent possible, Deloitte disclaims any 
liability arising out of the use (or non-use) of the Report and 
its contents, including any action or decision taken as a result 
of such use (or non-use).

All copyright and other proprietary rights in the Report remain 
the property of Deloitte Touché Tohmatsu India LLP and any 
rights not expressly granted in this Report are reserved.

Deloitte refers to one or more of Deloitte Touche Tohmatsu 
Limited, a UK private company limited by guarantee (“DTTL”), 
its network of member firms, and their related entities. 
DTTL and each of its member firms are legally separate and 
independent entities. DTTL (also referred to as “Deloitte 
Global”) does not provide services to clients. Please see www.
deloitte.com/about for a more detailed description of DTTL 
and its member firms.
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1.  National Securities Depository Limited – FPI/FII AUC Country-wise (top 10 countries) data - 2019   
https://www.fpi.nsdl.co.in/web/Reports/ReportDetail.aspx?RepID=85

2.  National Securities Depository Limited – Category wise AUC data for all clients – 2019:  
https://www.fpi.nsdl.co.in/web/Reports/ReportDetail.aspx?RepID=83

3. SEBI Annual Report (2019): https://www.sebi.gov.in/reports/annual-reports/jul-2019/annual-report-2018-19_43670.html

4.  US Securities Exchange Commission (SEC) Guidelines: https://www.sec.gov/investment/laws-and-
rules#:~:text=Investment%20Company%20Act%20of%201940,offered%20to%20the%20investing%20public.

5.  US Internal Revenue Service (IRS) Guidelines: https://www.irs.gov/retirement-plans/approved-nonbank-trustees-and-
custodians

6.  Monetary Authority of Singapore (MAS): https://www.mas.gov.sg/regulation/capital-markets/Capital-Markets-Services-
CMS-Licence

7. SEBI (Custodian of Securities) regulations, 1996: https://www.sebi.gov.in/sebi_data/commondocs/act05a_p.pdf

8.  Letter to RBI by BNY Mellon, Northern Trust and State Street (dated 19th May 2017): 
https://www.statestreet.com/content/dam/statestreet/documents/RIGA/APAC/RBI%20Discussion%20Paper%20on%20
Wholesale%20and%20Long-Term%20Finance%20Banks%20-%20Joint%20Custody%20Bank%20Response.pdf

  
9. RBI – Number of banks in India: https://www.rbi.org.in/commonman/English/Scripts/BanksInIndia.aspx

10. Custodians registered with SEBI:  https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=27

11.  SEBI – Handbook of Statistics on Indian Securities Market: 
 https://www.sebi.gov.in/sebi_data/attachdocs/1340250093262.pdf
 : https://www.sebi.gov.in/reports-and-statistics/publications/jul-2019/handbook-of-statistics-2018_43529.html

12. World Bank data (2018 US$): https://data.worldbank.org/indicator/NY.GDP.MKTP.CD?locations=IN-1W

13. Indian Banks GNPL levels: https://dbie.rbi.org.in/DBIE/dbie.rbi?site=publications
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