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Is your custodian
helping to protect
and grow assets?
K E Y C O N S I D E R AT I O N S F O R S E L E C T I N G T H E R I G H T C U S T O D I A N

INTRODUCTION
Whether through donations of time, possessions or capital, charitable
giving is important.
Many of our clients serve non-profit entities, either as principals of their
own foundations or trustees of other charitable organizations such as
non-profits or endowments. Most of these enterprises rely on pools
of capital for their long-term health and success and want access to
a broader range of investment opportunities to generate returns for
annual spending needs in support of their mission.
As investment strategies become increasingly complex and global,
nonprofits need the right resources to navigate various tax, regulatory
and legal requirements.1 This is transforming the role custodians play in
centralizing access to information to help grow and protect assets.
A custodian is a financial institution – typically a bank or brokerage firm
- that holds, safeguards, and services its clients’ assets. Custodians are
responsible for clearing and settling all trades and transactions, as well
as reporting dividends and interest payments accrued from held assets.
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The world’s four largest custody banks had more than US$114 trillion
in assets under custody and administration2 in 2018, a 10% increase
from the prior year. But these are not the only providers, as there are
a multitude of custodians around the world, each with their own model,
proposition, and fees.
As a result, finding the right custodian can be challenging. A suitable
custodian can provide asset safety benefits, effective tools to simplify
viewing and accessing wealth information, and service and oversight
services – freeing time to focus on other pressing issues. Selecting an
unsuitable custodian, or having too many custodial relationships, may
result in asset safety risks, higher costs, data quality errors, and many
hours spent on administrative tasks.
Regardless of specific objectives and requirements, nonprofits should
consider four key factors when assessing custodians.
In this paper, we explore these key considerations to help make an
informed decision based on your organization’s specific circumstances.
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Citi does not offer advice on Taxation issues. Please consult an independent tax
advisor before making any investment decisions.
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What’s in a name?
Custody services are often referred to by
several names:
Master custody: Most often used in the US
Global custody: Most often used outside the US,
particularly in Latin America and Europe
These names are interchangeable, and for the
purpose of this paper, we will refer to the service
as global custody.

The role of a
global custodian
• Safekeeping of client securities
• Securities processing and trade settlement,
regardless of executing broker
• Asset servicing – corporate actions, tenders,
rights offerings, splits etc.
• Income collection and remittance
• Global solutions and foreign currency exchange
• Asset pricing and portfolio valuation
• Reporting, online access to information,
and electronic data feeds
• Short-term cash management
i.e. nightly automated cash sweeps

C O N S I D E R AT I O N # 1 :

Should I centralize
assets with a single
custodian?
Many nonprofits use multiple banks and brokers to help build capital.
This is often a result of an evolution of needs as investments spread
across many different asset classes, geographic regions, and currencies.
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For example, if the trustees and board members decide to open a
new investment portfolio with a particular provider or for a particular
strategy, it may be easier to add another provider to the list, rather than
move all assets to one single provider.
Having multiple providers may have numerous benefits. However, it may
create potential issues when the trustees or board members want a
comprehensive overview of financials across all portfolios.
For example, a nonprofit trying to understand their overall portfolio risk
budget may need to piece together information from various sources.
This can make it difficult for trustees to monitor risk effectively while
ensuring that returns meet their spending or granting requirements both
today and in the future. Failure to execute this important discipline can
jeopardize the long-term health of the organization.
Creating a consolidated overview of all assets in real-time can be
extremely challenging given that each custodian may have their own
reporting processes, periods, and use various data and information
sources, including benchmarks, which makes meaningful comparisons
difficult. Those with multiple custodians resort to manually consolidating
all reports in order to report and analyze their overall position. This is a
time-consuming process, which can be prone to human error.
As a result, many nonprofits make the decision to outsource this
important responsibility to a third-party asset aggregator. While some

may have heard of third party asset aggregation services, a large
number are unaware of another option to effectively consolidate their
assets - global custody.
A global custodian can safeguard and centralize clients’ assets in one
place. While this means moving assets from existing accounts and
holding them in one place with the chosen global custodian, clients
maintain the flexibility to continue working with outside portfolio
managers and brokers for trade execution and advice.
This is a crucial function to effectively grow and protect assets,
as comprehensive, up-to-date information helps nonprofits act on
opportunities and mitigate risks.
Determining whether to use a global custodian or keep multiple
custodian relationships and use an asset aggregator depends on the
organization’s unique needs and requirements. While in some respect
they can achieve similar goals, including access to a full financial
picture in one place, and robust transaction, holdings and performance
reporting, they are very different services with unique advantages and
disadvantages that require a thorough assessment.
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Global custodian
Factors to consider
Books and records of all investments
In this model, all trading is done by the nonprofit’s internal investment
team or their advisors, and the collection of all income and processing
of all tender offers, proxies, or rights offerings is done by the custodian.
This means a global custodian becomes the official books and records
for all the assets held. For example, for US assets, a global custodian
provides all annual tax documents and manages the interfacing of
information directly with the Internal Revenue Service. A single global
custodian avoids reconciling multiple data, information sources, and
reporting capabilities – benchmarks, definitions, formats – which make
comparisons challenging.
Asset safety
A bank acting as a global custodian cannot commingle client assets
with its own investments, as client assets held in bank custody must be
segregated. Therefore, creditors of the bank have no access to client
securities held in custody in case of failure.

Reporting
Since all activity is settled by the global custodian, intra-day information
can be included in reports and portals.
Dedicated client service
A global custodian can provide a dedicated service team for
administrative matters, acting as an extension of the client’s staff and
supporting day-to-day requirements.
Lower operational cost and risk
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A global custodian typically offers lower costs as there is usually no
on-boarding or annual fee, and usually a smaller annualized basis point
fee. There is also less operational risk as assets are not spread across
multiple parties. Custodians who leverage a proprietary network may
also have a leaner operational model, which reduces overall risk.
Better pricing
A large global custodian may be able to use its institutional book of
business to negotiate institutional pricing for its clients, which may be
cheaper than the retail pricing other providers may offer.
If a client chooses to use other services offered by the custodian, they
may be also able to negotiate reduced pricing on their custody fees.
Lending opportunities
Nonprofits with a global custodian may find it easier to get a larger
lending amount than those with multiple custodians. The larger and
more diversified the asset pool, the more banks are willing to use the
underlying assets as collateral. This way, nonprofits can optimize their
lending needs and use economies of scale to finance business operations
or expansion of services.

Fund manager reluctance
Some investment advisors – typically those on an open architecture
investment platform – may push back when instructed to work with
a global custodian since they may already have a preferable custody
process in place.
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New accounts
Additional paperwork will be necessary when establishing a relationship
with a global custodian, which may take considerable time and effort.
Nonprofits that do not want to consolidate their assets through a global
custodian may opt to use a third party asset aggregator; however this
service is often costly and can present many challenges, including data
quality and integrity, no asset safety benefits, and no dedicated client
service.

KEY QUESTIONS TO ASK:
• How difficult is it to access information on all your portfolios when you need it?
• At the end of a reporting period, how long does it take to consolidate all your
portfolio information in order to analyze it?
• How much are you paying for your current custodians’ services?
Do you feel this is too much?
• Have you considered adding additional resources to your staff due to the
administrative challenges your portfolios provide?

C O N S I D E R AT I O N # 2 :

What are the key
differences between
a bank and brokerage
firm providing custody?
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Nonprofit board members have a fiduciary responsibility to protect the
assets of the organization. Since the financial crisis, many nonprofits
have prioritized knowing where their assets are held and understanding
how this decision impacts their asset safety. While safeguarding assets
is said to be a custodian’s most critical function, the difference in
how various custodians hold and use assets held in custody is often
misunderstood. It is critical nonprofits understand these differences in
the case of a serious risk event outside their control.
A brokerage firm pools its clients’ assets together. This means that
client assets may not be fully segregated from the securities of other
clients or the brokerage firm itself. Therefore, the brokerage firm may
use client assets for its day-to-day activities, or even for other clients’
needs e.g. to cover a short position. This could result in creditors seizing
the assets if the firm were to become insolvent. Consequently, clients
may unintentionally be exposed to safety risks when holding assets in
custody with a broker dealer.
Bank custodians, on the other hand, fully segregate client assets from
the bank’s own assets. As a result, clients always remain beneficial
owners of their assets, which cannot be lent out (hypothecated) by the
bank. In the event of a bank’s insolvency, custody assets are returned to
clients with minimal disruption.
There are other differences between bank and brokerage custody
services that may affect how nonprofits grow and protect their capital,
for example: trade execution, borrowing, and costs.

The below table highlights some of the differences
between the two solutions:
Brokerage firm custodian

Bank custodian

Trade
execution

Clients are typically required
to trade through their captive
broker-dealer desk

Clients have the flexibility to
trade with any third-party
execution desk and have
trades delivered vs payment
to their bank custodian

Costs

Typically no separate custody
fee, as revenue is earned on
trade commissions and mark
ups charged on trades done
through the trading desk

Transparent custody fee for
safekeeping client assets;
client negotiates trade
commissions and mark ups
charged on trading through
the respective trading desks
they use

Borrowing

Margin lending (Reg. T)3

Reg. U3 collateralized lending
i.e. purpose vs non-purpose

Service

Financial advisor and sales
assistant support client needs

Dedicated team of service
specialists can work
directly with clients or their
intermediaries

Regulators
and insurance
(In the US)

SEC and FINRA; SIPC for
investments and cash

FED and OCC; FDIC for on
balance sheet deposit cash

The financial crisis demonstrated the real risk of not segregating client
assets. The collapse of certain financial services companies and the
ongoing challenges its investors still face in retrieving their assets, has
taught many to focus on this key issue when considering custodians.

KEY QUESTIONS TO ASK:
• Where are your assets held today?
• In the case of a crisis, what might happen to your assets?
• Do you have any leverage to reduce commission costs if you hold your
assets with a brokerage firm?
• Do you have the ability to trade away from your broker’s desk?

3

See definition of terms

• Is hypothecation truly something that you need to understand,
and if so, why?
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C O N S I D E R AT I O N # 3 :

What technology
and reporting solutions
should I look for?
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Assessing a custodian’s technology and reporting capabilities is crucial
to understanding whether it can deliver its functionalities. A custodian’s
ability to successfully provide access to information on a client’s assets
in real-time and deliver customized reporting is entirely dependent on
the efficiency of its technology and reporting solutions.
Nonprofits should assess their reporting requirements before evaluating
what a custodian can offer. For example, while some may be content
with accessing basic reports at the end of reporting periods through a
simple portal, those with complex portfolios spanning multiple providers,
regions and currencies may require access to live information and
tailored reporting capabilities. As a result, the following factors need to
be considered:
Real-time reporting
Custodians with real-time reporting allow their clients to view and access
detailed information on their wealth in one place wherever and whenever
they need it.
This provides an overview of all holdings, recent transactions, and
functionality to group accounts by currency, region, and asset class, as
well as assess weightings, which enables clearer and better decisions.

Customization
Some custodians offer the flexibility to tailor their basic reports to
clients’ specific needs. This can help clients analyze performance with
customizable data by account, asset class, holding, currency, or other
customizable benchmarks.
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Automated data feeds
Custodians who provide automated ways to send and receive trade data
and portfolio holding information can help reduce the risk of manual
intervention and help convert and process trades electronically.
Having the connectivity to portfolio management systems and data
aggregators, and a flexible data structure to work with new vendors,
are also key capabilities to look out for if nonprofits have more complex
needs.

KEY QUESTIONS TO ASK:
• How elaborate are your reporting requirements?
• Do you want or need real-time, intraday information on your investments?
• How frequently do you want to receive consolidated performance reviews?
• How can you access information, create reports, and schedule
reports to be ready at a specific day and time?
• How much are you willing to spend to enhance the reporting?

C O N S I D E R AT I O N # 4 :

How important is a
custodian’s global reach?
For nonprofits with increasingly global assets, it’s being seen as more
crucial to work with a custodian who can offer the right resources,
expertise, and coverage to help with any multi-jurisdictional investments.
Another benefit of a global custodian is that it has a global presence and
provides access to a large number of countries around the world by using
either their proprietary network or third party local custodians, allowing
clients to consolidate assets globally. A custodian’s global reach – or
ability to hold assets around the world – should be a significant factor
when finding the right custodian to work with.
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Global custodians should have the breadth of capabilities to support
those clients with international asset needs, as well as those with
predominantly domestic requirements. However, it is critical that a global
custodian has a well-placed, best in class sub-custodian network to
support clients’ local market needs around the world.
However, even if a custodian has the right access and coverage for a
nonprofit’s needs – it is important that it can aggregate this information
effectively so that potential cross-border or multi-regional challenges or
opportunities may be identified.

KEY QUESTIONS TO ASK:
• Does your current provider offer you the capabilities needed
to invest globally?
• Are you able to negotiate costs for global services only in the
markets you require?
• Are the markets and currencies you wish to invest in a core
offering of the custodian?
• If you are risk averse for the currency, can you auto repatriate
back to your base currency?

CO N C LU S I O N
As nonprofits become more complex and global, they will need
custodians who can provide real-time information to make informed
choices and reduce the administrative burden of managing their assets.
The custody landscape is evolving to meet these changing requirements,
so it is important nonprofits assess the entire spectrum of
considerations, including:
· Asset consolidation
· Safety of assets
· Reporting capabilities
· Globality
Assessing the above areas will help determine a nonprofit’s priorities
and the type of custodian that is best suited to achieve their specific
goals.
Citi Private Bank’s Custody team provides professional portfolio
administration to clients seeking to consolidate accounts and simplify
securities recordkeeping and safekeeping. With $22.8 trillion in assets
under custody/administration, Citi is one of the largest institutional
custodians in the world.
To safe keep client assets, we leverage our global custody network,
spanning more than 100 foreign markets, 63 of which are Citi branches
or affiliates. Custody assets are held off the balance sheet and fully
segregated from the general assets of Citi.
Our dedicated private banking team and custody specialists provide
institutional-level expertise through a highly personalized service. To
find out more, please contact your Private Banker, who will be more than
happy to set up a meeting with a Custody Specialist.
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A B O U T T H E AU T H O R
Michael Grippo is the Head of the Americas Custody
business at Citi Private Bank. He manages a team of
custody specialists who support private banking clients
throughout North America and Latin America.
Michael’s team supports many market segments
including ultra-high net worth individuals and families,
and institutional clients such as endowments,
foundations, multi-family offices, RIAs, hedge funds and
private equity firms.
Michael holds a Bachelor of Science degree from The
State University of New York in Communications Media
Management, with a minor in Business Administration.
He also attended New York University’s School of
Professional Studies earning a Certificate in Financial
Planning.
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Definition of Terms
Regulation T was established by the Board of Governors of the Federal Reserve System and is a collection of provisions that govern
investors’ cash accounts and the amount of credit that brokerage firms and dealers may extend to customers for the purchase of securities.
Regulation U is a Federal Reserve Board regulation that governs loans by entities involving securities as collateral and the purchase of
securities on margin. Regulation U limits the amount of leverage that can be extended for loans secured by securities for the purpose of
buying more securities.

Citi Private Bank is a business of Citigroup Inc. (“Citigroup”), which provides its clients access to a broad array of products and services
available through bank and non-bank affiliates of Citigroup. Not all products and services are provided by all affiliates or are available at
all locations.
In Canada, Citi Private Bank is a division of Citibank Canada, a Schedule II Canadian chartered bank. References herein to Citi Private Bank
and its activities in Canada relate solely to Citibank Canada and do not refer to any affiliates or subsidiaries of Citibank Canada operating
in Canada. Certain investment products are made available through Citibank Canada Investment Funds Limited (“CCIFL”), a wholly owned
subsidiary of Citibank Canada. Investment Products are subject to investment risk, including possible loss of principal amount invested.
Investment Products are not insured by the CDIC, FDIC or depository insurance regime of any jurisdiction and are not guaranteed by
Citigroup or any affiliate thereof.
Citibank N.A., London Branch (registered branch number BR001018), Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB, is
authorised and regulated by the Office of the Comptroller of the Currency (USA) and authorised by the Prudential Regulation Authority.
Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the
extent of our regulation by the Prudential Regulation Authority are available from us on request. The contact number for Citibank N.A.,
London Branch is +44 (0)20 7508 8000.
In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade,
St Helier, Jersey JE4 8QB. Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citibank N.A., Jersey
Branch is a participant in the Jersey Bank Depositors Compensation Scheme. The Scheme offers protection for eligible deposits of up
to £50,000. The maximum total amount of compensation is capped at £100,000,000 in any 5 year period. Full details of the Scheme and
banking groups covered are available on the States of Jersey website www.gov.je/dcs, or on request.
Citibank Europe plc is registered in Ireland with company registration number 132781. It is regulated by the Central Bank of Ireland under
the reference number C26553 and supervised by the European Central Bank. Its registered office is at 1 North Wall Quay, Dublin 1, Ireland.
Ultimately owned by Citigroup Inc., New York, USA. Citibank Europe plc, UK Branch is registered as a branch in the register of companies
for England and Wales with registered branch number BR017844. Its registered address is Citigroup Centre, Canada Square, Canary Wharf,
London E14 5LB. VAT No.: GB 429 6256 29. It is authorised by the Central Bank of Ireland and by the Prudential Regulation Authority. It
is subject to supervision by the Central Bank of Ireland, and subject to limited regulation by the Financial Conduct Authority and the
Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority, and
regulation by the Financial Conduct Authority are available from us on request.
Citibank Europe plc, Luxembourg Branch is a branch of Citibank Europe plc with trade and companies register number B 200204. It is
authorised in Luxembourg and supervised by the Commission de Surveillance du Secteur Financier. It appears on the Commission de
Surveillance du Secteur Financier register with company number B00000395. Its business office is at 31, Z.A. Bourmicht, 8070 Bertrange,
Grand Duchy of Luxembourg. Citibank Europe plc is registered in Ireland with company registration number 132781. It is regulated by the
Central Bank of Ireland under the reference number C26553 and supervised by the European Central Bank. Its registered office is at 1
North Wall Quay, Dublin 1, Ireland.
Citibank, N.A., Hong Kong/Singapore organised under the laws of U.S.A. with limited liability. In Hong Kong, this document is issued
by CPB operating through Citibank, N.A., Hong Kong branch, which is regulated by the Hong Kong Monetary Authority. Any questions in
connection with the contents in this document should be directed to registered or licensed representatives of the aforementioned entity.
In Singapore, this document is issued by CPB operating through Citibank, N.A., Singapore branch, which is regulated by the Monetary
Authority of Singapore. Any questions in connection with the contents in this document should be directed to registered or licensed
representatives of the aforementioned entity. To the extent this document is provided to clients who are booked and/or managed in
Hong Kong: No other statement(s) in this document shall operate to remove, exclude or restrict any of your rights or obligations of
Citibank under applicable laws and regulations. Citibank, N.A., Hong Kong Branch does not intend to rely on any provisions herein which
are inconsistent with its obligations under the Code of Conduct for Persons Licensed by or Registered with the Securities and Futures
Commission, or which mis-describes the actual services to be provided to you.
Citibank, N.A. is incorporated in the United States of America and its principal regulators are the US Office of the Comptroller of Currency
and Federal Reserve under US laws, which differ from Australian laws. Citibank, N.A. does not hold an Australian Financial Services Licence
under the Corporations Act 2001 as it enjoys the benefit of an exemption under ASIC Class Order CO 03/1101 (remade as ASIC Corporations
(Repeal and Transitional) Instrument 2016/396 and extended by ASIC Corporations (Amendment) Instrument 2018/807).
Custody services are provided by Citibank, N.A.
This document is for informational purposes only. All opinions are subject to change without notice. Opinions expressed herein may differ
from the opinions expressed by other businesses of Citigroup Inc., are not intended to be a forecast of future events or a guarantee
of future results. Although information in this document has been obtained from sources believed to be reliable, Citigroup Inc. and its
affiliates do not guarantee its accuracy or completeness and accept no liability for any direct or consequential losses arising from its use.
Citigroup Inc. and its affiliates do not provide tax or legal advice. To the extent that this material or any attachment concerns tax matters,
it is not intended to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. Any such
taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.
© 2020 Citigroup Inc. All Rights Reserved. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its
affiliates, used and registered throughout the world.
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