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Preface 
 

Generally, the concept of depository is known to the world since 

1949 when the first depository was setup in Germany.  It is evident that 

an effective and fully developed securities depository system is essential 

for maintaining and enhancing the market efficiency, which is one of the 

core characteristics of a mature capital market. The traditional 

settlement and clearing system has been proved inadequate due to 

operational inefficiencies, delay in transfer, registration, fake certificates 

and forgery, non-availability of depositories, impeding the healthy 

growth of the capital market.  

In India, the urgency for setting up a depository was realised after 

the large scale irregularities in securities transactions of 1992 exposed 

the limitations of the prevailing settlement system. A depository system 

benefits the investing public, the issuers of securities, the intermediates 

and the nation as a whole. The Depositories Act was passed by the 

Parliament in August 1996, which lays down the legislative framework 

for facilitating the dematerialisation and book entry transfer of securities 

in a depository. 

The National Securities Depository Limited (NSDL), the first 

depository in India which has been promoted by three premier 

institutions in India, viz., IDBI, UTI and NSE, started functioning from 

November 8, 1996.Central Depository Services (India) Limited (CDSL), 

the second depository in India which has been promoted by Bombay 

Stock Exchange Limited (BSE) together with leading banks such as State 

Bank of India, HDFC Bank and others. CDSL received the certificate of 

commencement of business from SEBI in February 1999. 

The book consists of six chapters. The first chapter is Depository 

system in the world, a brief view of different countries depository 

systems are discussed and also explains Depository system, 

dematerialization and functions of depository system in India. The 

second chapter deals with Review of Literature related to Depository 

system. The third chapter deals with Objectives and methodology of the 

study.  It contains statement of the problem, need for the study, 

objectives of the study, hypotheses, significance, methodology, scope of 

the study, period of study, limitations of the study and the chapter 

layout. The fourth chapter contains an overview of selected depositories 

under study. Organization profile of NSDL and CDSL are presented. 



The fifth chapter presents data analysis on operational / financial 

performance of NSDL & CDSL and Investor’s perceptions towards 

dematerialization. Sixth chapter contains a summary of the findings in 

the foregoing chapters, conclusion arrived and suggestions based on the 

findings of the study.  

We are grateful to all those persons whose writings and works 

have helped us in the preparation of this book. We are equally grateful 

to the reviewer of the manuscript of this book who made extremely 

valuable suggestions and has thus contributed in enhancing the 

standard of the book. 

We shall feel amply rewarded if the book proves helpful in the 

development of genuine research studies. We look forward to 

suggestions from all readers, especially from experienced researchers 

and scholars for further improving the subject content as well as the 

presentation of this book. 

 

Dr.HARI BABU BATHINI 

Dr.B K SURYA PRAKASHA RAO 
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ABOUT THE BOOK 

 
This book has been written with the purpose of providing proper 

knowledge on depository system and dematerialization in India to the 

researchers. In this book we have presented profiles of NSDL and CDSL 

and their growth and development. We have provided their 

operational performance during the period under study. We have also 

included the perceptions of DEMAT account holders towards 

dematerialization and Indian depository system in this book. We also 

presented the summary of the findings, conclusion arrived and 

suggestions based on the findings of the study. After studying this 

book, researchers’can be extended their studies similar to the areas of 

securities trading and their settlements to increase the transparency, 

minimization of transaction cost, elimination of frauds and so on. This 

book suggests that further studies of depository system will be most 

effective, if they are planned with specific goals and objectives in mind.  

 

 

Dr.HARI BABU BATHINI 
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