
When you invest through an investment bank, one of the biggest questions you may have is: “Is my 
money safe?” You want to know that your hard-earned money is not only growing but also properly 
protected. This is where Custody Banks (Custodians) come in.

Often working quietly in the background, these institutions are responsible for holding investors’ funds 
on behalf of investment banks, mutual funds, pension funds, and other financial institutions.  By law, 
investment banks cannot hold investor money directly – Custody Banks step in to ensure that investors’ 
funds are secure, properly managed, and protected at all times. 

Here’s a deeper look at what they do and why they matter.

They keep investors’ money safe

They handle all investment transactions

They separate client funds from the bank’s own money

They provide records and reports on investments

At the heart of their role, Custody Banks serve as secure vaults where investor deposits are stored, but 
with far more oversight and regulatory control.

When you place money into an investment fund, it doesn’t stay with the investment bank. Instead, it 
is transferred to an approved custodian bank. This legal safeguard ensures that no single institution 
has unrestricted access to your funds. It’s an important measure that protects against fraud, 
mismanagement, and unnecessary risk.

Every time a Fund Manager wants to buy or sell an investment, the instructions go through the 
Custodian. For example, if the MFund Fund Manager decides to invest in corporate bonds, the 
Custodian is the one who actually transfers the funds, receives the bond certificates (or digital proof 
of ownership), and records the details of the transaction.

By acting as a middle layer between fund managers and the market, custodian banks ensure that 
transactions are executed properly, safely, and in line with both the law and best practices. 

One of the golden rules of custodian banking is separation of funds. Investor money is kept in 
dedicated accounts, completely apart from the investment bank’s own funds. This way, your 
investments are never at risk of being confused or used for the bank’s daily business. This separation 
is crucial as it guarantees that your investments remain untouched no matter what financial activities 
Databank may engage in.

Custody banks are not just safekeepers – they are also record keepers. Every transaction, every 
purchase, and every sale of an investment is carefully documented.

Investors and Fund Managers receive regular statements showing exactly where funds are, how they 
are invested, and the performance of those assets. Custody Reports on all Databank Mutual Funds 
can be accessed in our Annual Reports at www.databankgroup.com. For regulators like the Securities 
and Exchange Commission (SEC), these records also serve as a vital monitoring tool to ensure that 
the financial system is functioning smoothly.
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They protect client funds even if the investment bank has problems
Perhaps the most reassuring role of Custody Banks is this: your money remains safe even if the 
investment bank runs into trouble.

Let’s imagine a scenario where an investment bank faces bankruptcy. Without Custody Banks, investor 
money could easily get caught up in the bank’s debts. But with the custodian system in place, those 
funds are off-limits and cannot be touched to settle the investment bank’s financial obligations.
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Why Custody Banks Matter for You 
Whether you are an individual investor putting aside funds for your future, or a large institution managing 
millions, Custody Banks make sure your money is always protected. They combine safety, transparency, 
and accountability to create a system that investors can trust.

So the next time you invest, remember: while the fund manager grows your money, it’s the Custody 
Bank that keeps it safe.


