
Family offices should consider the importance of 
choosing a custody model that best meets its needs.  
A common mistake made by some fledgling family offices 
is focusing on the appointment of investment managers 
without considering how to properly structure a custody 
model. This can result in a structure that sees securities 
spread across firms of varying safety. Further down the 
road, as family offices evolve and complexities increase, 
having a mismatched custodial selection can have 
long-term repercussions, and the costs of unwinding an 
unwieldy structure can be high, but not out of reach. Even 
established family offices can reevaluate and move to a 
new custodian platform. 

Choosing the right structure for a family office is key to 
efficient operation. It’s important to understand the role 
that the right custodian can play in helping ultra-high net 
worth families build, maintain, and protect their wealth. 

Choosing the Right Type of Custodian

Family offices that have experienced a recent liquidity event may find that they have outgrown their 
private bank. Private banks provide a high level of service, but they may lack the resources to support 
an expanding portfolio. They may also be unwilling to work with multiple investment managers, 
may not offer flexibility in reporting, and may not have the resources to support a global investment 
portfolio with multiple asset classes. In some instances, family offices may appoint many investment 
managers who provide their own separate in-house custody and reporting, creating a chaotic 
structure for the family office to manage. 

Family offices usually require the combination of: 

• The resources of a global custodian to bring together a global portfolio with multiple managers 
and asset classes.

• The personalized service model of a boutique firm. 

The Challenges of Working with Multiple Custodians

On the surface, working with multiple custodians may seem like a good way to mitigate risk by 
diversifying where the family’s assets are held. However, the best way to protect a family’s assets is to 
select a custodian that has strong fundamentals and the financial resilience to withstand challenging 
market conditions.

The Advantages of Master Global Custody  
for Today’s Family Office

What Is the Role of a Custodian?
The primary responsibilities of  
a custodian are:

• Giving clients the ability to 
invest around the world,  
across multiple asset classes.

• Safekeeping client assets 
and providing clients with 
immediate access to their 
assets.

• Providing holistic reporting 
across the portfolio that 
enables the investor to  
compare managers in a 
consistent manner.
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The complexity of recordkeeping and consolidated reporting is a serious challenge for family offices that 
work with multiple custodians. A substantial amount of effort is involved in reconciling the various inputs 
to produce consolidated reports. For example, staff should not be manually combining data in Excel 
spreadsheets to create a consolidated report. Not investing in proper technology can lead to expensive 
mistakes, which could permanently undermine the confidence of the family in their staff.

Working with multiple custodians may also create a greater potential risk of financial loss. The more 
custodians a family office works with means the office must use different procedures for each transaction, 
increasing the potential for errors. More custodians also mean a greater number of cash transactions to 
move money between banks, which increases the risk of theft by cyber criminals or internal staff. While 
it can be difficult to ensure that basic controls are applied consistently across multiple custodians, a 
high-quality master custodian can offer more control and security over the movement of assets.

Finally, the increased volume of administrative work that comes with managing multiple custodians can 
distract family office staff from their core responsibilities, which might lead the family to question how 
much value the family office is delivering.

In most cases, a single custodian with a good reputation, superior credit ratings, and a strong balance 
sheet will be a safer bet than spreading assets among several custodians. Ironically, adding more 
custodians may just be adding more opportunities for risk by placing assets in firms of varying quality.

The Advantages of a Master Global Custodian

A Master Global Custodian serves as the family office's single point of contact. No matter who manages 
the assets, the Master Global Custodian oversees the complex ownership structures along with multiple 
domestic and global investment managers, providing an overall view of the family office's holdings. 
Additional benefits include high-level security, consolidated reporting, transparency and administrative 
efficiency.

• Provides efficient short-term cash  
management

• Provides efficient performance measurement  
and evaluation

• Leverages assets for lower lending rates

Economies of Scale                          
• Eliminates need to reconcile with individual 

managers

• Consolidates assets, provides one contact  
for all asset information

• Produces consolidated reports

• Provides year-end tax information

• Becomes the “book of record” for family  
office reporting

Security

• Holds assets in separate, segregated account 
in the client's name

• Holds client assets separately from  
firm assets

• Monitors corporate actions

  Increased Efficiency

• Processes all manager trades and coordinates 
reconciliations

• Collects all income and dividend payments

• Completes all corporate action transactions

   Streamlined Administration

Advantages  
of Master  

Global Custody
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Structuring an Investment Portfolio Within Master Global Custody 

Another advantage of a Master Global Custodian is that family offices can maintain their relationships 
with their investment managers, as the custodian provides the underlying structure that supports these 
managers. The way it works is that the client sets up accounts at the custodian, and then appoints each 
investment manager to transact directly with the custodian on its respective account or set of accounts 
within the portfolio. This means the family office can easily appoint and replace managers without 
upsetting the overall structure and reporting. The managers instruct trades either themselves or via 
third-party brokers, and then instruct the custodian to settle the trades to the investor accounts, usually 
via automatic SWIFT messaging that can be tied to the accounts. The custodian safekeeps the assets 
and gives the family office a consistent set of reports across the portfolio, consolidated at the total 
portfolio level and across each manager. The family office can then analyze the manager performance 
and monitor the concentrations of securities countries and industries across each manager, and across 
the entire portfolio. 

Master Global Custodians also serve as a shield against issues that could undermine a family office’s 
ability to protect the family’s wealth, such as bookkeeping errors or fraud. Custodians use a consistent 
valuation methodology across the portfolio.

Working With BNY Mellon Global Family Office 

The BNY Mellon Global Family Office team understands the unique challenges faced by family offices. 
We’ve been serving clients for over 230 years, and family offices for over 50 years. We have the resources 
of the world’s largest global custodian at our disposal, and we make these resources accessible to 
family offices via our dedicated Relationship Management teams who specialize only in serving global 
family offices. We have been vetted by the world’s wealthiest families, pension funds, banks, Fortune 
500 companies, and sovereign wealth funds. Our custody and reporting services are at the center of 
everything that we do. 


