
AML Compliance: 
Addressing anti-money laundering regulations  
and risk across the financial services industry

Countries around the world have introduced regulations aimed at ensuring 
that financial services organisations cannot, simply by hopping from 
territory to territory, facilitate money laundering or terrorist financing. 
Recognising that legislation is only as good as its weakest point, AML 
regulation is becoming significantly more stringent in nature and outlook.

Why is AML legislation needed?
Much has changed in the way the world exchanges money since the 1980s 
when governments first began to address money laundering. Recently, 
several key factors have combined to increase the speed and scale of AML 
legislation. The digital age did not fire the starting gun on global trade, but it 
increased the volume and velocity of business conducted around the world, as 
well as new means to transfer and exchange money.

Innovative business models 
Today, people can send and receive money from anywhere to anyone, in real 
time. Disruptive new services are challenging the traditional banking model, 
often focused on faster payments and transfers. This can make it harder to 
track the ultimate destination of funds.

Crypto-currency confusion
Another consequence of the digital age is the development of non-regulated 
currencies. These currencies, of which Bitcoin is the most well-known, 
provide an increasingly challenging environment for governments and 
regulators to track money.

Sophisticated terrorist organisations
The growth in high-profile terrorist attacks has further turbo-charged the 
drive for tighter AML regulation to cut off the supply line of money financing 
terrorism—often facilitated by digital communications and cyber-currencies. 

Combined, these factors have driven AML legislation up the global 
governmental agenda, leading to country, region and intercontinental efforts 
to reduce the risk of money laundering.
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Global efforts to end money laundering 
The FATF
The Financial Action Task Force (FATF) is an inter-governmental body that 
was established in 1989. The organisation was created to promote effective 
standards for combating money laundering, terrorist financing and other 
threats to the global financial system. 

In 1990, FATF developed an international standard for addressing money 
laundering and terrorism financing. The recommendations were revised 
in 1996, 2001, 2003 and 2012. FATF recommendations deliver a measurable 
standard of best practice and help ensure a level playing field for AML 
legislation around the world. 

FATF monitors the progress of member states in implementing measures. 
It also reviews money laundering and terrorist financing techniques and 
counter measures, promoting the adoption of best practices globally. 

Members of FATF include 37 countries around the globe and two regional 
organisations—European Commission and the Gulf Co-operation Council. 
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EUROPE: the European Union (EU) as a facilitator of  
individual country regulation
The EU adopted its first AML directives in 1990, obliging entities in the 
region to carry out due diligence when entering a business relationship. 
Since that date, EU directives on AML to its member states have been 
updated several times. 

September 2019 saw new regulatory technical standards introduced in 
the European Union (EU) around AML legislation. These directives, aimed 
at credit and financial institutions, also cover e-money and payment 
institutions, investment companies, alternative investment fund managers 
(AIFMs) and Undertakings for Collective Investment in Transferable 
Securities (UCITs).

The standards require companies to undertake “additional measures” in 
respect of relevant institutions’ branches and majority-owned subsidiaries 
(Local Entities) operating outside the European Economic Area (EEA). 

In countries where AML policies are less stringent than the EU, companies  
will be expected to take measures proportionate to the level of risk associated 
with that country. In extreme cases companies may need to consider  
curtailing business altogether. With these new standards, the EU is once  
again confirming that it is looking beyond its own territories to ensure that 
EU-based companies comply with EU standards of legislation wherever  
they do business. 

The September 2019 directive is just the latest in a series of efforts to tighten 
AML legislation in Europe. 

2019 saw the publication of the fifth AML directive adopted by the EU for roll 
out in 2020. This was prompted by several high-profile AML cases.

• Danske Bank’s Estonian branch was suspected of laundering up to 
€27 billion in ex-Soviet and Russian money.

• Dutch bank ING was fined €775 million for ‘structural infringement’ of the 
Netherlands’ Money Laundering and Terrorist Financing Act.

• Terrorism attacks in London, Manchester, Nice, Berlin and Barcelona raised 
additional concerns about how incidents like these are financed.
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The fifth revision of the EU’s AML legislation established a public register  
of companies and their ultimate beneficial owners. The directive requires 
ownership data to be subject to comprehensive verification to reduce the 
danger of false or misleading information. By forcing EU companies to make 
corporate ownership information public, the EU is aiming to reduce the use  
of shell companies—the use of which is one of the major concerns around 
money laundering. In addition, this fifth revision addressed some of the 
challenges posed by the digital era, specifically:

• regulation for virtual currencies and pre-paid cards, which are becoming a 
more popular but less transparent way to move money;

• legislation for virtual currency platforms and wallet providers, requiring 
them to conduct due diligence and report suspicious transactions;

• improved safeguarding of financial transactions to and from countries that 
are deemed not to have the same level of AML legislation as the EU;

• ensuring national bank and payment account information is accessible in 
all member states.

AML legislation is being updated far more regularly as new threats and risks 
emerge and are assessed. In comparison, there was a ten-year gap between 
the first and second AML directives.

The sixth EU directive includes new regulation on more than 20 financial 
crimes related to money laundering and environmental offences, cybercrime 
and tax offences. It also includes aiding and abetting money laundering 
within the legislation. Furthermore, it proposes to extend liability from 
corporate entities to individuals that have decision making responsibility 
within an organisation, particularly where there has been a lack of control or 
supervision.

The future will likely bring an almost continuous process of updating AML 
legislation. Financial institutions will need to ensure that compliance officers 
are fully aware of and engaged with new legislation as it is moves from EU 
directive to the statute books of specific countries.

The European Union AML directives KEY DATES

JUNE 1991 
EU1AML 
Established

December 2001 
EU2AML Broadens 
Definition of Money 
Laundering

August 2006 
EU3AML Extends AML 
Requirements & 
Adds Terrorism Financing

June 2017 
EU4AML Requires 
Risk-based Due 
Diligence

April 2018 
EU5AML Adoption 
Announced

June 2018 
EU5AML Published
Final Text

November 2018 
EU6AML Published 
Final Text

January 2020 
EU5AML 
Implementation 
Begins

December 2020 
EU6AML 
Implementation 
Begins

June 2021 
EU6AML 
Implementation 
Complete
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ASIA PACIFIC (APAC) 
A diverse collection of countries and regulations

Unlike Europe, where (currently) 28 countries are members of the EU and 
therefore commit to a minimum set of regulations around AML, the Asia 
Pacific region (APAC) has no central regulation. The region is also home to 
an enormously diverse set of countries and cultures, from Australia and New 
Zealand through Vietnam, Thailand and Indonesia, and encompassing China, 
Japan, Korea, Pakistan and India.

APAC has more than 40 different regulators for AML. Recently enhanced  
regulatory frameworks have been introduced by the Australian Securities  
and Investments Commission (ASIC), Hong Kong Monetary Authority (HKMA) 
and the Monetary Authority of Singapore (MAS). The continuous development 
of regulation across the region—including the introduction of beneficial  
ownership registers in certain jurisdictions—makes APAC an extremely  
complex region for financial institutions to manage.

Some clarity is provided by The Asia Pacific Group on Money Laundering 
(APG), an organisation that monitors AML compliance among Asia 
Pacific countries to the standards set by FATF. APG consists of 41 member 
jurisdictions, including 11 permanent members of the FATF. All members 
commit to implementing the international standards set out by the FATF, 
meaning that, in theory at least, most of the region’s countries commit to a 
minimum standard of AML activity. 

In 2016, the APG published its Strategic Plan, 2016-2020. This document  
committed the organisation to supporting the FATF standards for AML  
across the region as well as promising to conduct assessments of members’ 
compliance with these standards. The organisation regularly publishes  
country and consolidated reports for the region on its website.

The APG also studies methods, techniques and trends for money laundering 
in APAC and publishes an annual report on the money laundering trends in 
the region. The 2019 report provides a comprehensive, country-by-country 
outline of key trends within the region as well as more than 25 case studies on 
offshore banking. 
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APAC region faces AML compliance hurdles

The APAC region represents a signifi cant challenge for fi nancial institutions. 
A complex landscape of diff erent regulations combined with a skill shortage 
in the region is driving up the cost of AML compliance.

Several trends in the region could help relieve cost pressures.

Greater collaboration
Given the complexities of cross-border regulations and international 
customers, industry groups, regulators and law enforcement are looking for 
ways to share high-quality, timely intelligence to facilitate compliance.

Risk-based processes
One size does not fi t all. Regulators around the world recommend aligning 
due diligence and monitoring to risk. By adopting this and other best 
practices, organisations use their resources more eff ectively while mitigating 
the risk of costly fi nes for compliance failures. 

Technology adoption
Because compliance professionals are in short supply and high demand, 
FinTech and RegTech technologies are attracting attention. Shifting 
labour-intensive, manual due diligence tasks to AI-driven Robotic Process 
Automation (RPA) frees up internal resources, enabling compliance 
professionals to focus on higher-value tasks. Automating onboarding 
processes also provides an added benefi t—more effi  ciency leads to higher 
customer satisfaction.

The future of AML compliance
The direction of travel is clearly one way. Legislation will only become 
more demanding. Little wonder then that, combined with a signifi cant 
demand for qualifi ed personnel in the region, the cost of compliance is 
increasing. Financial institutions cannot aff ord to take a regional approach 
to compliance. They need to ensure that the nuances of every individual 
country’s legislation are understood and implemented. The cost of not doing 
so is far more expensive than the cost of compliance.

Financial institutions can address some of these issues directly. Training and 
development can help deliver a new generation of compliance professionals, 
but this will take time and investment in continual career development so 
that AML experts remain up to date as new legislation is published. 

The deployment of technology tools that can automate elements of 
due diligence, alongside highly qualifi ed people, probably provides 
organisations with the most eff ective way to slow the increasing cost of 
remaining compliant. But developing and delivering robust AML compliance 
programmes will remain the biggest challenged faced by fi nancial services 
companies for the foreseeable future. 
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The modern paradigm 
is that the AML/CFT 
regime must be more 
than trust—it must 
be a partnership, 
a unique alliance 
between government 
and industry.1

Nicole Rose
Australian Transacti on Reports and 
Analysis Centre (AUSTRAC)
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See How Nexis® Solutions Can Help
Nexis® Solutions, part of LexisNexis® Legal & Professional, offers innovative 
technology with an unrivalled content collection of global news, business, 
market and legal information. Our flexible solutions empower companies to:

• Establish and maintain trusted relationships with customers, suppliers
and other third parties

• Monitor for signs of emerging threats across PESTLE factors

• Integrate targeted news, sanctions, watchlists and PEPs data into
proprietary systems and AI applications

• Gain valuable insights into risks and opportunities to support informed
decision-making

Because good profit comes from making the right strategic decisions.

1 “Asia-Pacific financial services regulatory outlook 2019: Trust, Technology, and Transformation,” Deloitte Centre for 
Regulatory Strategy. Published 2018. Accessed at: http://bit.ly/2QFoj7O

For more information, contact your Nexis® Solutions representative or reach out to us directly: 

internationalsales.lexisnexis.com
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