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IS It SO....7?

How is the banking model being re-shaped by the new
AML/ KYC regime?



Not really!
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Compliance is a rising challenge....

4 :egulatory Action

7 times increase in
regulatory fines

2 Rising Costs

USD 270 Billion

2018

Global Banks - Compliance &
Regulatory Cost

3 Reputational Risk

USD 45 Billion

There is a lot at Stake

4Poor Client Experience

1in3
Fis have lost potential customers due to
inefficient or slow onboarding

5Threat Evolution

USD 2.4 Trillion
e-commerce market,
Lone wolf terrorists,

cyber criminals

6 Regtech Investments
USD 9.5 Billion

spent in 5 years



looking at few Institutional consequences...

Swiss banker was sentenced to 10 years in prison: “| fully blame myself for being in
this situation,” Krull said as he sobbed. “I apologize for making a bad decision. |
pray and hope you won’t look at me as a bad person.” sicomberg October 29, 2018

ING disciplines 10 employees: “Given the seriousness of the matter and the many
reactions among stakeholders...we came to the conclusion it is appropriate that
responsibility is taken at executive board level” reuters, september 11, 2018

“Estonia kicks Danske Bank out of the country after the money-
Iaundering scandal” estonian world February 22, 2019

“for allowing itself to be used to launder a river of drug money flowing
out of Mexico and other bank |apses” reuters December, 17, 2012


Presenter
Presentation Notes
What are the consequences of breaching Sanctions?

The consequences for breaching sanctions can include criminal penalties, including imprisonment or fines, civil monetary penalties, reputational damage, damage to relationships with regulators which could result in losing a license to operate, and significant remediation costs.  As you can see, many banks have been found guilty of sanctions breaches and been fined by regulators around the world, and in particular in the United States. Here are a few examples. 

1. At the same time, it exposed the U.S. banking system to terrorists, drug traffickers and corrupt states, the department said.
1a. In 2012, SCB agreed to pay $327 million to resolve allegations that it violated U.S. sanctions against Iran, Sudan and two other countries. 
https://www.reuters.com/article/us-standardchartered-iran/standard-chartered-may-lose-ny-license-over-iran-ties-idUSBRE8750VM20120806

2. … and its New York branch mismanaged its transaction monitoring system and failed to identify suspicious transactions involving shell companies, the New York Sate Department of Financial Services said in a statement.
2a. New York regulator fines Italy's Intesa Sanpaolo $235 million
https://www.reuters.com/article/us-intesa-fine-idUSKBN1442A8

3. Bank to pay more than $600 million over federal charges it had lax anti-money laundering controls
3a. U.S. Bancorp will pay a total of $613 million, including $528 million in a deferred prosecution agreement with the U.S. attorney in Manhattan
https://www.cnbc.com/2018/02/15/us-bank-charged-with-lax-anti-money-laundering-controls.html

4. for allowing itself to be used to launder a river of drug money flowing out of Mexico and other bank lapses
4a. HSBC to pay $1.9 billion U.S. fine in money-laundering case
https://www.reuters.com/article/us-hsbc-probe-idUSBRE8BA05M20121211

However, the most notable was against the French bank BNP Paribas who agreed to pay U.S. authorities an $8.9 billion fine for dealing with U.S.-blacklisted countries like Sudan, Iran and Cuba. The US Justice Department said BNP did not appropriately cooperate with the U.S. authorities, necessitating such a high fine.  U.S. authorities have also forced BNP to dismiss three senior officials allegedly linked to the sanctions violations, including the chief operating officer.  CLICK


and individual accountability!

MUFG

Bank of England (PRA) imposed financial penalties on The Bank of Tokyo-Mitsubishi and
imposed financial penalties on the former Chair of Mitsubishi UFJ Securities International plcl
(MUS (EMEA)) and a former Non-Executive Director of MUS (EMEA).

Julius Baer

U.S. Department of Justice Filed Against Bank Julius Baer of Switzerland with
Deferred Prosecution Agreement Requiring Payment of $547 Million, as well as
guilty pleas of two Julius Baer client advisers.

Goldman Sachs

A former senior Goldman Sachs banker in Asia pleaded guilty to U.S. bribery and
money laundering charges and his deputy was arrested in Malaysia. Admitted to
paying bribes to Malaysia and Abu Dhabi officials and circumventing Goldman’s
internal accounting controls.
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So the industry Is In tension!

| De-Risking >
| Transparency >

Financial Inclusion |

Data Protection |

YANPAN

<3reater Prescription |

JPersonaI Liability




But there I1s a control framework to follow..

Sanctions

Compliance Anti-Bribery &

Corruption

Client Due
Diligence Surveillance

CONTROLS

Risk
Assessment

Governance

ENABLERS

Resources Information
& Reporting

Standard !‘
Chartered ,\




And since the threat is evolving...so should our response!

Centralization of KYC information
and Use of Blockchain
technology

\rtificial Intelligence &
Advanced Analytics

Behavioural profiling - Optimization
Layers

)
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If Banks get it right, there are tremendous

v’ Less interception of client transactions with
Improved safety

v’ Being able to offer more services such as
iInternational trade

v’ Better identification of client needs and more
customer centric products

v’ Play an effective role in fighting financial
crime & socio economic evils

v Contribute in transparency, documentation of
and growth of economy



We are playing our part!

v' Substantial investments in our Compliance
Program

v" Helping industry creating capacity by
conducting workshops on
« Trade based money laundering
« Conduct
e Correspondent Banking
e Terrorist Financing

v eLearning modules for clients on AML/CFT
etc.
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and so can you!

As a Society

Develop partnerships and
international coalitions to deter,
detect and disrupt the sources
and pipelines from and through
which financial crime takes place.

Share Best Practices

Ensure adherence to laws
& Regulations

Work with Law Enforcement

Prevent, identify, eliminate
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Thank You

Your curiosity can prevent atrocities

Play your part in fighting financial crime
Question anything that does not feel right
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