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What will happen in 2024 in the AML/CFT Sector

The global landscape of Anti-Money Laundering/Combating the Financing of Terrorism (AML/CFT) within
the financial sector is currently undergoing a intense transformation. The relationship of technological
advancements, regulatory changes, and the beginning of new financial instruments has reshaped the
strategies and approaches employed by financial institutions and regulatory bodies. This comprehensive
exploration delves into key facets of the AML/CFT sector, shedding light on trends that surpass
geographical boundaries and influence financial systems worldwide.

In this new era characterized by the development of financial technologies, tools such as artificial
intelligence (Al), machine learning (ML), and blockchain has emerged as a defining feature of AML/CFT
efforts globally.

Financial institutions, whether situated in the United States, Asia, or the regulated environments of
Europe, are leveraging this technology to strengthen their defenses against the ever-evolving strategies of
money launderers and anyone financing terrorism.

Going into 2024, we need to recognize the risks not only on a domestic scale but on a global scale to
determine whether these risks are pertinent to our financial institutions. The six risks discussed in this
paper only touch the surface but serve as guide for further research. Please consult with your local
compliance officer for relevant information about your financial institution.

Part I: Technology Integration

The integration of advanced technologies like artificial intelligence (Al), machine learning (ML), and
blockchain has been a significant trend in the AML/CFT sector. Financial institutions are increasingly using
these technologies to enhance the efficiency and effectiveness of their anti-money laundering efforts.

Al and ML algorithms are being used to analyze vast amounts of data, helping to identify patterns, trends
and anomalies that may indicate suspicious activities. These technologies not only improve the speed at
which potential threats are identified but also reduce false positives, enabling more focused and accurate
investigations.

Blockchain technology is being explored to improve the transparency and traceability of financial
transactions. This can be particularly useful in tracking the movement of funds and ensuring compliance
with AML/CFT regulations.

The integration of advanced technologies in the AML/CFT sector is a global phenomenon. Financial
institutions worldwide are recognizing the potential of artificial intelligence (Al), machine learning (ML),
and blockchain in enhancing their capabilities to detect and prevent money laundering and terrorist
financing.
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In Europe, for example, the European Banking Authority (EBA) has been actively promoting the adoption of
innovative technologies to strengthen AML/CFT practices. Also, in Asia, financial institutions are exploring
Al-driven solutions.

We are all looking for further efficiency to analyze substantial datasets and identify patterns of illicit
financial activities.

Part ll: Regulatory Changes

The regulatory landscape in the AML/CFT sector is alive and well, with ongoing updates and changes to
strengthen compliance requirements. Regulators worldwide are committed to staying ahead of growing
money laundering and terrorist financing strategies.

In response to emerging threats, regulatory bodies are likely to introduce new guidelines and amend
existing regulations. This could include measures to enhance customer due diligence procedures, impose
stricter reporting requirements, identifying beneficial owners, and strongly recommend the adoption of
technologies to enhance AML/CFT programs.

We need global coordination among regulatory authorities to address cross-border financial crimes
effectively. The increased collaboration helps with the development of standardized practices and the
sharing of intelligence, creating a more robust defense against international money laundering networks.

Regulatory changes in the AML/CFT sector are not confined to specific regions but reflect a global effort to
stay ahead of financial criminals. Organizations such as the Financial Action Task Force (FATF) set
international standards, influencing regulatory bodies in different countries to update their frameworks.

In the Americas, countries like the United States and Canada have implemented stringent AML regulations,
with ongoing reviews and amendments to address emerging risks. In Africa, regional organizations are
working collaboratively to standardize AML/CFT regulations, understanding the importance of consistency
in the fight against transnational financial crimes.

Part lll. International Cooperation

International cooperation has become a necessity in the fight against money laundering and terrorist
financing. Financial institutions, regulatory bodies, and law enforcement agencies are recognizing the need
for information-sharing to combat increasingly sophisticated and global threats more than ever.

Collaboration efforts involve not only sharing intelligence but also aligning regulatory frameworks to
ensure consistency in AML/CFT measures across jurisdictions. The FATF plays an important role in
promoting international cooperation and setting global standards for AML/CFT.

The importance of international cooperation in the AML/CFT sector cannot be overstated. Financial crimes
often cross borders, requiring a coordinated effort among countries and organizations. Initiatives like the
Egmont Group, an international network of financial intelligence units, demonstrate the commitment to
information-sharing on a global scale.
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In the Middle East, countries are increasingly engaging in cross-border collaborations to exchange
intelligence and strengthen their ability to combat financial crimes. Our global financial system makes it a
necessity to cooperate to identify and disrupt illicit financial flows.

Part IV: Risk-Based Approaches

The adoption of risk-based approaches is the main principle when designing and implementing an
AML/CFT program. We must understand that not all customers and transactions pose the same level of
risk, financial institutions need to tailor their efforts to address specific risks based on factors such as the
nature of operations, geographic location, and customer profiles.

A risk-based approach allows financial institutions to allocate resources more efficiently, focusing on
higher-risk areas while streamlining procedures for lower-risk entities. An AML/CFT program should allow
for changes and updates due to the evolving nature of financial crimes. This will allow financial institutions
to allocate resources where they can have the biggest impact.

Basically, the adoption of risk-based approaches in AML/CFT programs is a global best practice. Financial
institutions around the world recognize the value of tailoring their efforts to address specific risks in their
operations. In Asia-Pacific & Europe, for example, risk-based approaches have been endorsed by regulatory
authorities to enhance the effectiveness of AML/CFT measures.

The global banking community's commitment to risk-based principles shows a shared understanding that a
one-size-fits-all approach doesn’t work with our financial landscape.

Part V. Cryptocurrency Regulation

The rise of cryptocurrencies and virtual assets has presented new challenges for AML/CFT efforts. As digital
currencies offer increased anonymity and can facilitate cross-border transactions with relative ease,
regulators are actively working to develop and refine regulatory frameworks for this emerging sector. They
are exploring measures to ensure that cryptocurrency exchanges obey AML/CFT regulations.

This will include:

e implementing stricter customer identification processes,

e requiring beneficial ownership for individuals and entities

e leveraging new technologies for transaction monitoring, and
e reporting requirements for cryptocurrency-related activities.

We need to have a balance between allowing innovation in the digital finance space and mitigating the
risks associated with illicit financial activities.

The regulatory challenges posed by cryptocurrencies are a global concern. Governments and regulatory
bodies worldwide are struggling with controlling the risks associated with cryptocurrencies. This will
improve over time with further understanding.
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In Asia, countries like Japan have implemented regulatory frameworks for cryptocurrency exchanges,
recognizing the need for oversight. In North America, the United States is actively exploring ways to
regulate and monitor cryptocurrency transactions to prevent their illicit use. In 2024, a number of
initiatives are planned and there are others that might be approved.

We need global cooperation because of the nature of cryptocurrencies, it’s not purely a domestic concern.
It necessitates the need for international collaboration to develop standardized regulatory approaches that
can effectively address these emerging challenges.

Part VI. Enhanced Due Diligence

Customer due diligence (CDD) is a critical component of AML/CFT programs, and there is a growing
emphasis on enhancing these processes with the regulators. Now, financial institutions are placing
increased importance on understanding the beneficial ownership of entities involved in financial
transactions, especially in high-risk sectors and relationships.

Enhanced due diligence measures should involve conducting more thorough background checks, verifying
the source of funds, and questioning the ownership structures of corporate entities, if necessary. These
efforts are designed to identify and mitigate the risks associated with potential money laundering and
terrorist financing activities.

The emphasis on enhanced due diligence is a global trend in the AML/CFT sector. Financial institutions in
Europe, for example, there are new regulations being issued in 2024 that focus on CDD and beneficial
ownership information. In the Asia-Pacific region, regulators are pushing for stronger due diligence
processes to mitigate risks associated with cross-border transactions. In Africa, efforts are underway to
enhance beneficial ownership transparency for entities.

The global push for enhanced due diligence reflects the need to acquire more information about
customers and entities. The whole goal is to strengthen AML/CFT programs and promote compliance to
stop money laundering and terrorist financing.

Conclusion

The AML/CFT sector is evolving, and we will see a lot of progress in 2024. The key theme is global
cooperation. We must coordinate our efforts since we are dealing with a global problem. We need strong
efforts to share information, experiences, best practices, and strategies. As countries and different regions
adapt to these emerging risks, the collaboration becomes increasingly vital to combat money laundering
and terrorist financing and safeguarding the global financial system.
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