
What is a CSD? 

There are over 30 CSDs in Europe – generally one per country, with 2 international ICSDs (Euroclear Bank and 

Clearstream Banking Luxembourg – each of which was originally established to service the cross-border fixed 

income or Eurobond market).  Each of the domestic CSDs and ICSDs perform, inter alia: 

- Notary Services, 
o Primary Issuance at launch and maintaining the golden record of an issuer’s obligations and 

shareholder records 
- Settlement Services 

o Settlement of primary transactions at launch 
o Settlement of secondary market transactions between holders either against payment or free 

of payment 
- Safekeeping 

o Processing events and actions during the life of an issue, for example dividends 

CSDs in Europe fall under the CSD Regulation (CSDR) and others, which aim to harmonise both the timing and 

conduct of securities settlement in Europe and the rules governing CSD which operate the infrastructures 

enabling settlement – known as Securities Settlement Systems (SSS) 

To complete the picture in Europe, all securities settlement denominated in Euro (eligible transactions) and with 

cash settling at the central banks will be outsourced by CSDs to the Eurosystem T2S platform, assuming they 

have signed the framework agreement to join in one of the 4 waves of implementation up to 2017 

There is a serious argument that listed Irish securities are by definition T2S eligible securities and therefore 

should be settled through T2S. The means to carry out this obligation do not yet exist as EUI is not eligible for 

joining T2S as a CSD. The Irish Funds ICSD offers an elegant solution. 

Core CSD capability 

Notary 

- New Issues 

o Evaluate prospectus and other documentation to ensure eligibility and compliance with CSD 
rules and processing capability 

o Issue unique security identifier – ISIN code with appropriate prefix 
o Maintain golden record of issued position on behalf of fund issuer 
o Perform NAV calculation 
o Maintain holder records 

 Note: The notary functions for funds have typically been performed by the Transfer Agent.  This model envisages the CSD as 

being an evolution for TA services. 

Settlement  

- Provide securities and cash account capabilities for direct and indirect participants including retail 

holders 

- Enable secure capture of transaction instructions resulting from exchange-based and OTC trades 

- Match transactions  



- Check for securities and cash availability 

- On intended settlement date transfer securities into the buyers account and debit cash from the buyer’s 

account to credit the seller 

- Reconcile and resolve any unmatched or unsettling trades 

- Provide status reporting 

Safekeeping 

- Receive instructions and notifications from the issuer or nominated agent 

- Apply instructions to holdings within the ICSD 

- Make payments, update records  as required by the corporate action or market event 

Membership 

- Administer on-boarding checks and procedures 

- Maintain records of participants and regulatory checks 

- Establish a level playing field of participants 

- Offer participants a voice in the direction of the ICSD 

Additional Functions of a Funds CSD 

Although many of the core functions of the CSD listed above take place in the funds world, in the current 

environment of funds, similar (and additional) processes are performed by other institutions, e.g. Transfer Agent 

or Global Custodian. For example, issuance of new securities, maintenance of holder records settlement activity 

and asset servicing of the overlying fund assets.  

From a regulatory point of view, TAs and Registrars are not a part of the market infrastructure and not directly 

covered by e.g. CSDR or T2S. 

As a result, these institutions cannot deliver the safety that a CSD would deliver for instance in terms of 

settlement finality, buy-in procedures, settlement discipline. 

Importantly the TA performs “record keeping” relating to holders and their investments, not “safekeeping”. 

Moving these functions into a CSD environment will provide: 

- Greater asset safety; 

- Bring funds’ regulatory status into line with other securities; 

- Allow funds to be used as collateral. 

In order to deliver a Fund CSD, additional functionality is required in the CSD for those processes currently 

undertaken by the other intermediaries. 

These activities are divided into those that apply to the underlying assets of the fund, and those that apply to 

the issued shares/units and the investors who hold them. 



Activities relating to underlying assets 

Fund administration & fund accounting 

A general term that refers to the day-to-day administration of a collective investment scheme.  Fund Managers 

(manufacturers) are natural outsourcers as they typically do not want to perform these services in-house.  

Historically these functions have been performed by the global custodian appointed by the fund manager. 

- Calculation of the Net Asset Value ("NAV") including the calculation of the fund's income and expense 

accruals and the pricing of securities at current market value 

- Preparation of semi-annual and annual reports to shareholders 

- Maintenance of the fund's financial books and records as the fund accountant 

Reconciliation of holdings with custody and broker records 

- Payment of fund expenses 

- Settlement of daily purchases and sales of underlying securities, ensuring collection of dividends and 

interests 

- Calculation and payment to the transfer agent of dividends and distributions (if required) 

- Preparation and filing of the fund's prospectus 

- Preparation and filing of other regulatory and tax filings/reports 

- Calculation of the total returns and other performance measures of the fund 

- Monitoring investment compliance 

- Supervision of the orderly liquidation and dissolution of the fund (if required) 

- Calculation and payment to the transfer agent of dividends and distributions (if required) 

- Preparation and filing of the fund's prospectus 

- Preparation and filing of other regulatory and tax filings/reports 

- Calculation of the total returns and other performance measures of the fund 

- Monitoring investment compliance 

- Supervision of the orderly liquidation and dissolution of the fund (if required) 

 

Activities relating to overlying (issued) assets 

Fund Set-up service 

- Fund, Sub-Fund and Share Class launches 

- Instrument of Incorporation 

- Prospectus updates 

- FCA and other regulatory Approvals 

- EGMs and significant changes 

- Key Investment Information Documents 

- Supplementary Information Document 

- FCA Notifications 

- Fund Passports and Foreign Registration 

 



Transfer Agency/Registration  

- Maintain account holder records 

- Provide statements and tax document to account holders 

- Process corporate actions, including payment of interest or dividends to holders 

- Issue and redeem in response to account holder demand 

- Provide client service for the fund manager (often on a white label basis) 

- Shareholder dealing and registration 

Fiduciary, Trustee and Depositary 

- The custodian does not act in the interests of the beneficiaries – but is contracted to the fund company 

- The Trustee has responsibility to act on behalf of the investors or beneficiaries of investment funds  

- An issuer CSD can restore assets instantly as it holds the golden record – no risk of loss 

- In an ideal situation, the issuer CSD of the funds would also be the issuer CSD for the underlyings, thus 

significantly reducing risk 

 


