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EXECUTIVE SUMMARY

This report is based on a four-month exploratory study on the impacts of bank de-risking
practices on financial inclusion, carried out between November 2014 and February 2015. “De-
risking,” or “de-banking,” refers to the practice of financial institutions exiting relationships with
and closing the accounts of clients perceived to be “high risk.” Rather than manage these risky
clients, financial institutions opt to end the relationship altogether, consequently minimizing their
own risk exposure while leaving clients bank-less. This exploratory study was designed to
identify the core drivers of this practice and its implications for financial inclusion goals,
particularly as they affect vulnerable communities. It provides a number of relevant case studies
highlighting innovative approaches to, and lessons learned from, addressing de-banking
challenges across six different sectors with varying degrees of banking incentives, as well as a
set of recommendations about how invested stakeholders can better address de-risking
challenges.

De-risking practices have not been localized in any particular population, community, or
industry. However, in recent years there has been an “aggregation of results” best described as
a trend toward de-risking of sectors, including money service businesses (MSBSs), foreign
embassies, nonprofit organizations (NPOs), and correspondent banks. Those closures have
had a ripple effect on financial access for the individuals and populations served by those
businesses. Regulatory authorities continue to emphasize that de-risking is not in line with
international guidelines, and in fact is a misapplication of the risk-based approach. Yet in the
absence of clear instructions or an incentive to bank these clients, account closures continue
across the United States, the United Kingdom, and Australia. These closures have significant
humanitarian, economic, political, and security implications, effectively cutting off access to
finances, further isolating communities from the global financial system, exacerbating political
tensions, and potentially facilitating the development of parallel underground “shadow markets.”

Unfortunately, little empirical data is available about the extent and nature of the client
relationships being exited and the decision-making processes of financial institutions. This
presents challenges to assessing the scale and scope of the problem, identifying vulnerable
communities affected by the reduction in services, and developing effective responses.
Nevertheless, this study endeavors to illuminate a number of existing trends and themes
relating to the issue and provides some insight into likely factors behind de-risking practices.

Below is a summary of the key findings:

1. The goals of financial inclusion, and anti-money laundering and countering the financing of
terrorism (AML/CFT), are not inherently in conflict; however, tensions do emerge in practice.
Overly restrictive AML/CFT measures may negatively affect access to financial services and
lead to adverse humanitarian and security implications.

2. Rather than reducing risk in the global financial sector, de-risking actually contributes to
increased vulnerability by pushing high-risk clients to smaller financial institutions that may
lack adequate AML/CFT capacity, or even out of the formal financial sector altogether.

3. Alack of empirical data about the extent and nature of the client relationships being exited
and the decision-making processes of financial institutions impedes an assessment of the
scale and scope of the problem as well as the development of effective responses.

4. De-risking represents a market failure. All invested stakeholders (banks, regulators, and
bank customers and clients) appear to be acting rationally and in their own best interest, but
in so doing have created unintended consequences for financial inclusion goals.

5. In such clear instances of market failure, either government or the public sector must
intervene to re-align market factors, either through incentive programs or through enhanced
regulatory guidance.

6. Regulatory authorities have been unable to keep up with prevailing market trends in this
area.

7. Policymakers, regulators, banks, and other stakeholders have not shown the necessary
accountability and leadership to address de-risking from a structural and systemic position.
The ambiguity of regulatory frameworks, coupled with a lack of empirical information about
de-risking criteria, has allowed responsibility for addressing the problem to shift continually
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among stakeholders. De-banked customers are left without clear expectations and unable to
anticipate and protect themselves against impending account closures.

8. Communication among relevant stakeholders is improving, but it is still limited at practical
levels, which results in information stovepipes and siloed, ad hoc efforts to address the issue
across institutions, departments, industries, and jurisdictions that do not adequately and
comprehensively address market factors.

9. Regulatory authorities across jurisdictions must cooperate and coordinate more fully in order
to develop streamlined definitions, standards, and policies that reduce compliance burdens
and improve accountability.

10.Already suffering reputational harm following the 2008 financial crisis, financial institutions
incur additional reputational damage due to AML/CFT enforcement actions. However, de-
risking also has public relations repercussions, since banks are seen as cutting off crucial
funds to vulnerable populations. There may also be the potential for reframing the issue as
one of corporate social responsibility and for highlighting the potential “reputational returns”
of continuing to cater to underserved communities.
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1 INTRODUCTION

In recent years, the international community has begun to focus on financial inclusion as part of
a broader strategy to reduce poverty, encourage economic development, and promote stability
and security. For the purposes of this paper, the term “financial inclusion” refers to the provision
of accessible, usable, and affordable financial services, either through the formal or informal
financial sector, to underserved populations. This includes the estimated 2.5 billion “unbanked”
individuals worldwide who lack access to a formal bank account, the vast majority of whom
reside in developing countries.® Financial inclusion also applies to “underbanked” communities,
where people lack reliable access to or are unable to afford the associated costs of financial
services. In the US alone, 50.9 million adults are considered underbanked and have relied on
alternative financial services in the past 12 months, including payday lenders, pawn shops, or
check-cashing services.?

The international focus on financial inclusion has coincided with increased attention to anti-
money laundering and countering the financing of terrorism (AML/CFT) frameworks as crucial
tools for advancing stability and security objectives and for curbing criminal and violent
extremist activity. The focus on AML/CFT has resulted in regulators’ increased scrutiny of the
formal and informal financial sectors, as well as international pressure on low-capacity countries
to develop and implement effective AML/CFT frameworks. Although overly strict approaches to
AML/CFT may inadvertently limit financial access, their respective aims do not inherently
conflict. Proportionate and calculated implementation of AML/CFT measures can help to
advance financial inclusion goals, drawing more economic activity into the formal banking sector
and consequently enhancing transaction monitoring and customer due diligence, which in turn
help advance AML/CFT goals.

However, with risk appetites declining in the wake of the 2008 financial crisis, many financial
institutions have opted to exit relationships assessed as being high risk, unprofitable, or simply
“complex,” such as those with money service businesses (MSBs), foreign embassies,
international charities, and correspondent banks. Closures of these entities’ bank accounts
affect financial access for the individuals and populations those businesses serve. MSBs and
other financial service providers, often referred to as “alternative money transfer services,” hold
accounts with formal financial institutions (banks), which allow them to perform transactions and
serve as an access point and gateway for their traditionally underserved client bases. They fill
an important gap, particularly in jurisdictions with nascent financial systems where the informal
sector is in fact the main provider of formal and traditional banking services. Such relationships
also exist internationally. Financial institutions in developing economies often rely on
correspondent banking relationships to provide access to the global financial system and
underpin trade finance. Charities operating in conflict and other sensitive environments rely on
all of these channels to move much needed resources internationally.

Although some non-bank financial service providers are noted for their traditionally low fees—
including the remittance sector—others have been described as predatory, due to their
staggering fees and disproportionate targeting of vulnerable communities.® For example,
annualized payday loan fees can amount to three- or even four-digit interest rates,* which
represent significant costs to the 80 percent of US borrowers who renew or roll over their initial
loans.® Unbanked or underbanked communities, particularly in the developing world, are also
vulnerable to private lenders. These “loan sharks” offer no legal customer protection measures
and have anecdotally been linked to extortion and even threats of violence.® As banks close the
accounts of non-bank financial service providers, underserved communities may be forced to
increase their reliance on these types of costlier and less-regulated options.

As financial institutions re-calculate risk appetites and decide to exit relationships, they directly
and negatively affect these sectors and the populations they serve. For example, in August
2014, Westpac Banking Corp. followed other major Australian and UK banks and announced
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the closure of numerous money transfer operators’ accounts over concerns about AML/CFT
and rising compliance costs.” This followed the precedent set in the wake of Barclays’ May
2013 decision to close money transmitter accounts and the subsequent temporary injunction
filed by Dahabshiil, one of the largest Somali remittance companies in the UK.® The closure of
these bank accounts not only threatens these businesses but also jeopardizes the vital flow of
remittances to Somalia from diaspora populations, which constitute an estimated 25 to 45
percent of the country’'s GDP and serve as a key source of income for more than 40 percent of
its vulnerable population.9

Financial exclusion is a huge barrier for disadvantaged populations. On an individual level,
financial exclusion limits the ability of vulnerable populations to manage cash flows, build capital
and savings, and mitigate economic shocks.'® On a macroeconomic level, financial inclusion is
linked to economic and social development, and improvements in financial access have been
shown to contribute to reductions in extreme poverty and wealth inequality.11 Additionally,
expanded access to the financial sector helps finance small business and microenterprise: a
positive correlation has been found between financial inclusion and employment opportunities,
and it is generally believed to positively affect economic growth.12

Women and other vulnerable groups are disproportionately affected by limited financial access.
For example, in developing countries, 46 percent of men have a bank account, compared to 36
percent of women.*® Immigrants are another heavily affected population: factoring out
socioeconomic and demographic considerations, immigrants are six percent less likely to have
a checking account and eight percent less likely to have a savings account in the US than their
American-born counterparts.14 Without formal bank accounts, these underserved populations
commonly rely on the remittance sector to send money to their families back home, and women
have increasingly emerged as a key sending demographic. Although they remit about the same
amount as men, women are shown to remit higher percentages of their income, more
frequently, and for longer durations than their male counterparts.15 Reductions in the remittance
sectors due to MSB account closures stand to further isolate these communities from the global
financial system, exacerbating existing financial inclusion challenges.

In an effort to ensure AML/CFT measures do not unduly limit financial access, international
standards urge financial institutions to adopt a risk-based approach (RBA). Financial institutions
are advised to assess their money laundering (ML) and terrorist financing (TF) vulnerabilities
and to formulate policies and allocate resources according to their unique risk profiles and risk
exposure. Although this approach is designed to allow for flexibility, it also introduces ambiguity
and immense subjectivity around which actions are in fact required to meet international
AML/CFT standards. High- and low-capacity jurisdictions alike struggle in implementing the
RBA, and those perceived as being deficient in their implementation have been publicly listed
by the Financial Action Task Force (FATF) and subjected to its ongoing global AML/CFT
monitoring process—potentially dissuading international investors and hindering economic
growth and trade relations. For financial institutions, concern over ambiguity in the RBA has
been compounded in recent years by the imposition of large fines and enforcement actions
related to inadequate AML/CFT compliance procedures.
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This exploratory report sets out to unpack concepts, identify and fill the knowledge gap, and
contribute to the discussion around bank de-risking practices and their implications for financial
inclusion goals. Specifically, the report seeks to:

1. Outline key drivers of de-risking practices;

2. Map the existing narrative of key stakeholders and assess its impact on the current
regulatory climate;

3. ldentify the effects of bank de-risking on financial inclusion goals, particularly for vulnerable
communities;

4. Summarize relevant case studies to highlight innovative approaches and lessons learned to
address de-banking challenges across a variety of diverse sectors; and

5. Provide recommendations to address de-risking challenges for financial institutions,
government, and regulatory bodies in developed and developing countries, and bank
customers who are at risk of being de-banked.

The report focuses on the impact of de-risking on previously banked populations, whether those
services are accessed directly or through an alternative financial service provider, and does not
seek to assess the extent to which de-banking has affected populations that do not currently
have access to financial systems.

METHODOLOGY

This exploratory report was informed by an extensive desk-based literature review on de-risking
at the financial institution and policy levels, including customer exit programs, risk modeling,
profit modeling and pricing, stress testing, capital gains, market failures, and regulatory
approaches. The research team framed analysis of these concepts within existing narratives
related to financial inclusion and integrity, previously assessed effects of financial exclusion, the
stability and integrity of the global financial system, the risk-based approach, and existing
AML/CFT frameworks. An extensive review of existing regulatory frameworks and guidelines
was conducted at the state, national, and international levels, as well as an analysis of
stakeholder narratives to develop a comprehensive mapping of the existing de-risking
landscape. A complete index of sources reviewed is included in Annex 1.

A roundtable discussion was held jointly and simultaneously in New York and Washington, DC,
on February 19, 2015, with 40 key stakeholders, including representatives from the US Federal
Reserve Board; the US Department of the Treasury; the US Department of State; the United
Nations Department of Political Affairs; USAID; the United Nations Analytical Support and
Sanctions Monitoring Team concerning Al-Qaida, the Taliban, and associates (1267/1989
Monitoring Team); the Permanent Missions of Kenya and Eritrea to the United Nations; the
World Bank; the Financial Services Volunteer Corps; money transmitters; civil society;
academia; and the media. Additionally, the research team conducted semi-structured interviews
with representatives from financial institutions, MSBs, academia, and civil society organizations
focused on financial inclusion and gender issues.

2 DRIVERS OF DE-RISKING

The 2008 financial crisis had far-reaching consequences, including a shift in the dynamic
between regulatory authorities and financial institutions. In response to accusations that they
were lax in their duties before the crisis,'® US regulators have increased scrutiny on financial
institutions. This has manifested in a particular focus on AML/CFT, perhaps in light of
allegations that proceeds from organized crime and drug smuggling provided the liquidity
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necessary for banks on the verge of collapse during the crisis.'” There is a perception that
banks were not held sufficiently accountable for their role in the 2008 crisis, *® and the rise in
enforcement actions for AML/CFT may be an attempt by regulators to punish banks for
wrongdoing.

Financial institutions have responded by significantly scaling back risk appetites, which has
resulted in the wholesale de-banking of entire customer bases. Financial institutions use
different measures and indicators to assess termination of accounts and do not publicly release
information about the criteria they use to determine when relationships will be formally exited.
These benchmarks vary significantly across institutions due to a number of factors, including:
(1) bank size—small, medium, or large; (2) risk appetite and absorption capacity—the
willingness and capacity of financial institutions to absorb risk given the prevailing regulatory
climate; and (3) potential profit modeling and forecasts.

These declining risk appetites coupled with rising AML/CFT scrutiny globally are the most
commonly cited reasons for de-risking. However, the core issues are much more nuanced and
involve a complex mix of push and pull factors affecting all stakeholders. Below is a summary of
some of the key factors driving de-risking practices from the perspective of financial institutions.
These are often perceived as stand-alone risks, but sometimes have degrees of
interconnectivity or relation, namely: perceived or assessed client risk; client profitability;
compliance costs and pressures; fines and penalties; reputational and legal concerns; and an
overall shift from corporate responsibility to individual liability.

PERCEIVED OR ASSESSED RISK

Underlying the practice of de-risking is the assumption that the affected customers present a
higher risk of using their bank accounts as a medium for raising, moving, and storing funds that
are somehow tainted. For example, the accounts could be used to launder money, finance
terrorist activity, violate sanctions regimes, or support other illicit activities, such as drug
smuggling or tax evasion.

One sector that has traditionally been perceived as high risk is MSBs. MSBs are non-bank
institutions that provide financial services such as money transmission, currency exchange, or
check cashing, often with much lower fees than traditional banking institutions and without the
requirement to maintain a formal account. However, limited and varying levels of regulatory
oversight, as well as challenges to conducting customer due diligence (CDD) in many recipient
payout locations and jurisdictions, have raised concerns about AML/CFT vulnerabilities. Even if
MSBs are in full compliance with the sending jurisdictions’ regulations, transactions are often
perceived as risky when the recipient jurisdiction lacks adequate AML/CFT frameworks or
borders jurisdictions that are subject to sanctions, have limited governance capacities, or are
experiencing conflict. Additionally, MSB operators in sending locations often pool funds from
several individual transactions to deposit in one lump sum, which obscures information about
the original source of the funds. These funds are then transferred to clearinghouses, which
often reside in “conduit states,” such as Jordan, Turkey, and the UAE. This additional stopover
of funds adds a layer of suspicion and complexity, particularly when conduit states are
perceived to have lax AML/CFT controls. MSBs suffered significant reputational setbacks
following the terrorist attacks of September 11, 2001, when the US government shut down the
largest MSB serving the Somali community, al-Barakaat, over suspicions it had been used to
funnel money to al-Qaida. The 9/11 Commission eventually found no evidence that MSBs,
including al-Barakaat, had been used to fund the attacks,™ but the industry has continued to
suffer reputational repercussions as a result of the negative publicity. For Somali MSBs in
particular, the current concern revolves around al-Shabaab and piracy. Given the lack of a
formal banking structure in Somalia, MSBs provide vital financial services to the Somali
community and are seen as the missing links in moving and storing funds, whether knowingly or
indirectly. A clear herd mentality has emerged: The closure of MSB accounts by one major bank
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has caused other financial institutions to reassess these accounts, which has in turn resulted in
closures across the board.?

MSBs, and money transfer operators in particular, have arguably become the public face of the
de-risking debate, in large part because of humanitarian concerns related to the reduction of
vital remittance flows to vulnerable communities in Somalia. However, correspondent banking
relationships have also been targeted as a key vulnerability in AML/CFT regimes and have
been subjected to de-risking practices. Correspondent banks provide back-end services such
as check clearing, foreign exchange trading, and fund transfers on behalf of another financial
institution. Frequently, foreign financial institutions will maintain correspondent banking
accounts at US banks to gain access to the US financial system and currency. However, these
practices suffer AML/CFT vulnerabilities similar to MSBs'—discrepancies in regulatory
guidelines across jurisdictions, potential for “stripping” or concealing important CDD information,
and limited transparency about the complete nature of transactions, which limits banks’ capacity
for meaningful behavioral profiling of, and oversight over, their clients.?

Financial institutions also view certain foreign embassies as high-risk clients. Foreign
embassies and Permanent Missions to the UN in the US rely on US bank accounts to provide
services such as payroll issuance and cash management. However, embassies often struggle
with issues related to politically exposed persons and are viewed as vulnerable to the
laundering of the proceeds of corruption and the embezzling of state funds. Foreign embassies
also present risks related to potential sanctions violations. For example, in 2014 JP Morgan
blocked a transfer from a Russian embassy in Kazakhstan to an insurance company owned by
a US-sanctioned bank. This came after a 2011 decision by the bank to exit relationships with
many foreign diplomatic outposts over concerns about money laundering and terrorist
financing.?” These concerns are further complicated by diplomatic immunity and the embassies’
legal status as a foreign territory, which limit the banks’ ability to monitor transactions.*?

Certain types of charities and NPOs are perceived as particularly risky as well, either because
of the nature of their work transferring money internationally, their areas of operation, including
conflict zones and other high-risk environments, or both. According to a recent member survey
of Muslim Charities Forum, a coordinating body representing the largest Muslim NPOs in the
UK, 37 percent experienced difficulties in opening a bank account, with the greatest problems
related to aid operations in jurisdictions facing conflict and violent extremist threat, such as
Somalia, Sudan, and Iraq. One concern is that terrorist organizations may pose as legitimate
NPOs to conduct fundraising activities, or that legitimate funds or assets may be
misappropriated to finance terrorist activity. One notable case involves the US labeling of the
Yemeni politician Abdulwahab al-Humayqgani as a “specially designated global terrorist”
because of allegations that he used his prominent status to fundraise through his affiliated
charities and then transferred the proceeds to al-Qaida in the Arabian Peninsula (AQAP).**

However, NPOs remain reluctant to speak out about the impact of de-risking practices, as they
fear reputational damage and greater financial exclusion.?”> NPO reluctance has been mirrored
in other de-banked customer bases, further complicating efforts to identify affected communities
adequately in the absence of empirical data released by financial institutions or regulatory
authorities.

CLIENT PROFITABILITY

Low profitability of the customer base has often been cited as a key, if not the most important,
driving factor behind de-risking practices. Although public image and publicity considerations
are an issue for financial institutions, the core decision-making driver remains straightforward
and clear: a cost-profit analysis. According to a study conducted by the British Financial
Services Authority in 2011, the banks surveyed appeared willing to maintain what appeared to
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be unacceptable risks related to the handling of the proceeds of crime if the relationships were
profitable.26

Although MSBs offer a loyal and regular client base, the average transaction amount is small.
The high number of transactions adds operational and compliance burdens, which is further
compounded by complex and overlapping regulatory frameworks involved in working across
jurisdictions. In the final analysis, the volume of transactions often does not offset the additional
costs of banking this customer base. For example, profitability was a factor in Barclay's decision
to close MSB bank accounts. Barclays developed a “Minimum Standards” document in 2013
following a review of its MSB client base. At the draft stage, one of the requirements was that
the customer should yield actual or potential annual revenue of at least 100,000 GBP and have
at least 10 million GBP in net tangible assets.?” Although the first consideration was removed
from the final document, the view that high profitability can offset high risk remained a key
consideration in the subsequent de-banking decisions related to MSB accounts. Out of its total
414 MSB clients, Barclays decided to continue providing corporate banking to 156, including
only 19 of the 165 money remitters.?®

Profitability is also a factor in assessing correspondent banking relationships. In the face of
rising scrutiny, financial institutions have increasingly found themselves accountable for
knowing not only their customers but also their customer’s customers (Know Your Customers’
Customers, or KYCC) as well. This requirement increases the risk for banks engaging in
correspondent bank relationships, particularly in those jurisdictions labeled high risk.?® KYCC is
a much more intensive and costly process for financial institutions, and the lack of trust that has
developed between financial institutions and their perceived “high risk” clients related to the
implementation of AML/CFT controls has often led banks to decide the risk is not worth the
benefit in these sectors. Financial institutions are arguably rational in their determination that the
bottom line does not sufficiently offset the risk and therefore banking these clients is not in their
own best interest. Given the lack of both market and regulatory incentive, the subsequent
account closures represent a clear case of market failure, particularly in light of the key social
and financial inclusion benefits inherent in the continued provision of services to these customer
bases.

INCREASED COMPLIANCE COSTS AND
PRESSURES

According to the 2014 KPMG Global Anti-Money Laundering Survey, 78 percent of compliance
professionals in top global banks reported increases in the total investment in AML compliance,
with 22 percent of those respondents indicating an increase of 50 percent during the three-year
period from 2011 to 2014.* Translating that into concrete expenditures, HSBC spent $800
million on its compliance and risk management program in 2014, an increase of $200 million
from the previous year.31 Australian investment bank Macquarie told investors that its direct
compliance costs had tripled over the past three years, to nearly $250 million as of 2014.% At
Standard Chartered, regulatory costs are adding one to two percent to annual costs, totaling
approximately $100—200 million each year. The bank has also doubled the number of staff in its
financial crime unit and increased legal compliance staff by 30 percent.*® Although these sums
are not staggering for large institutions with multi-billion-dollar annual profits, they are often cited
as a key factor in the decision to de-bank clients as rising compliance costs further cut into the
profitability of certain customer bases.

The divergence of regulatory approaches across state, national, and international jurisdictions is
a key factor in driving up compliance costs. According to the 2014 KPMG Survey, differences in
national legislation and data privacy, coupled with the fast pace of regulatory change, were
listed as the top challenges to implementing internal AML/CFT procedures. This divergence can
be viewed as an invisible cost of globalization, with traditionally jurisdiction-focused regulatory
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frameworks struggling to keep up with an increasingly integrated global economy. Navigating
these complex and dynamic frameworks can be difficult and costly, and increasing scrutiny from
regulators has heightened concerns that procedures will be deemed inadequate. According to
KPMG, 63 percent of respondents felt regulators should provide more guidance on compliance
measures, and 43 percent sought a stronger relationship with regulators. In the Middle East and
Africa, 56 percent of KPMG respondents stated they would like to see increasing international
cooperation to facilitate consistency of regulatory approaches.34 Ultimately, the cost of
regulatory compliance may be shifted to bank customers in the form of higher fees, restricted
credit, and a reduction in available services and products.35 For low-income individuals and low-
profit margin businesses that are unable to absorb these additional fee structures, this cost-
shifting may result in the effective discontinuation of services and exclusion from the financial
sector.

RISING FINES AND PENALITIES

Further influencing the risk-versus-profitability analysis for financial institutions is the imposition
of massive fines for AML/CFT deficiencies and sanctions violations. Data from the Association
of Certified Anti-Money Laundering Specialists (ACAMS) indicates that although there was a
modest rise in AML/CFT-related enforcement actions in 2012, in the same year there was a
131-fold increase in fines and monetary settlements paid by banks for AML/CFT and sanctions
violations.* Regulatory fines and monetary settlements under deferred prosecution agreements
rose from $26.6 million in 2011 to $3.5 billion in 2012. This includes a $1.9 billion settlement
paid by HSBC to US and UK regulators for their failure to properly monitor wire transfers that
were linked to Mexican drug cartels, and for violation of sanctions laws through their business
with clients in Iran, Libya, Sudan, Myanmar, and Cuba.* It is worth noting that, with the
exception of Cuba, all of the sanctioned clients resided in significant oil exporting countries—
which further suggests the importance of profitability in the decision to assume risk.

Fallout from the 2008 financial crisis, including widespread negative media coverage, has
contributed to the rise in monetary fines as regulators have come under increasing pressure to
hold institutions accountable for misconduct.*® Regulators have indicated that hefty fines and
enforcement actions are imposed only on the most willful, sustained, and egregious offenders
(for example, the 2012 HSBC fines marked the third time in a decade the bank had been
penalized for lax controls and ordered by US authorities to improve its monitoring practicessg).
However, as William Hoffman, a former chief counsel at the US Office of Foreign Assets Control
said, “It can be frustrating for banks because they are throwing millions of dollars a year into
sanctions and AML compliance programs and are the front cops for the US Government, but
they are still getting these huge penalties.”*

REPUTATIONAL CONCERNS

The implications of non-compliance extend beyond the imposition of fines, which are often only
the tip of the iceberg in terms of financial costs resulting from enforcement actions. Additional
losses can be seen in the forced end of a business line or limitations on the provision of specific
products.41 In extreme cases, it can even result in the revocation of the bank’s operating
charter. One area of particular concern is the potential reputational damage incurred as a result
of enforcement actions levied on the bank. As regulatory scrutiny increases, so does the
likelihood that a bank will be found in violation of, or, at the very least, deficient, in its sanctions
and AML/CFT procedures. Concern over the ability of banks to survive the resulting
enforcement mechanisms can negatively affect relationships with investors and have a volatile
impact on stock prices. For example, at HSBC, one high-profile fund manager announced in
September 2013 that he was selling a multi-billion-dollar holding as a direct result of concern
over the impact of future fines.*” Rumors of impending enforcement actions for BNP Paribas
triggered an overall market loss of approximately $12.7 billion, despite a slight increase in stock

Understanding Bank De-risking 11



prices following the announcement that the bank had sufficient funding to pay the $8.9 billion
fine.*> These enforcement actions also have implications for balance sheets, as regulators use
their power to force firms to hold more capital, liquidity, solvency, or all three to protect against
failure.** Although they are frequently cited as a main driver, the long-run implications of
reputational damage remain to be seen. For example, every “global systemically important
bank,” or bank whose failure may trigger a financial crisis, as identified by the Financial Stability
Board, has now been fined, which makes it difficult for investors and stakeholders to avoid
engagement with tarnished institutions. *®

On the other hand, de-risking itself has public relations repercussions, since banks are being
portrayed as cutting off crucial lifelines to vulnerable communities. This builds upon existing
negative perceptions of financial institutions resulting from their perceived responsibility for the
2008 financial crisis. In turn, there are potential “reputation returns” for banks in continuing to
engage with vulnerable communities, and highlighting this narrative may serve as a key entry
point for reframing the conversation as one of corporate responsibility. Oxfam America is
uniguely poised to assist in these types of efforts and has seen successes in this arena before,
including a grassroots activism and media campaign to encourage Starbucks to recognize
Ethiopian coffee trademarks.*® For Starbucks, these types of initiatives, including others to re-
invest in local communities and push for the sale of African-grown “free trade” coffee, have
reduced criticisms of its exclusive business operations as they tapped into shifting public
perceptions toward more socially conscious business models.*’ Promoting the benefits of these
types of returns may help recalibrate risk-reward analysis and establish a voluntary and private
sector response to the de-risking market failure.

ENHANCED CORPORATE AND
INDIVIDUAL ACCOUNTABILITY

Historically, regulators have shied away from criminal prosecutions for AML violations over
concern that the repercussions, including the potential revocation of a bank charter, would
jeopardize the broader financial system, thus giving rise to the concept of “too big to jail.”*® One
of the cases most commonly cited as a deterrent to criminal prosecution is that of the
accounting firm Arthur Andersen LLP, which in 2002 was convicted of obstruction of justice
related to the shredding of documents tied to the Enron securities fraud case. This conviction
was later overturned in 2005, but by then the firm had effectively gone out of business.*’

Instead of criminal prosecution, regulators in the UK and the US have traditionally relied on
deferred prosecution agreements (DPAs), according to which banks voluntarily agree to a set of
conditions in exchange for the suspension of criminal charges. DPA conditions can include
monetary penalties, improvements in compliance measures, changes to bank management,
and cooperation with regulatory and law enforcement authorities. For example, in addition to the
$1.9 hillion fine levied on HSBC, the bank also signed a five-year DPA that included the
placement of 100 monitors from US regulatory authorities to ensure that remedial actions were
being implemented. If HSBC is found non-compliant during that period, it runs the risk of both a
criminal conviction and the potential loss of its US banking license.*® As the shock value of large
fines dissipates, some are concerned that financial institutions have begun to view fines simply
as “the cost of doing business,” and as a result they are not likely to have an impact on
changing underlying bank behaviors. In response, regulators have made a deliberate and
significant shift toward stronger enforcement measures to ensure both corporate and individual
accountability.>* For example, France’s largest bank, BNP Paribas,” pleaded guilty in June
2014 to charges related to the processing of more than $8 billion in transactions on behalf of
Sudanese, Iranian, and Cuban entities subject to US economic sanctions. This represented the
first time that a global bank had pleaded guilty to large-scale systematic violations of US
economic sanctions, and resulted in the imposition of an $8.9 billion fine. Conditions of the BNP
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Paribas plea deal included action against 45 employees, including dismissals, cuts in
compensation, and demotions.*

Beyond repercussions levied at the banking institutions, senior staff have also begun to incur
direct personal impacts. Executives are routinely named and often dismissed in the aftermath of
enforcement cases, and although they may escape criminal prosecution, they often face career-
ending reputational damage.> Setting an important precedent, the BNP Paribas deal does not
mention immunity from prosecution for any associated individual.>> As one European banking
executive framed it, “From my point of view, there is an orange suit sitting in the US and the
regulator is saying it's there waiting for me.”*®

Low profitability, rising compliance costs, reputational concerns, and increasing fears over civil
and criminal penalties have all helped create a system in which risk avoidance has replaced risk
management. However, the same factors that contribute to the high-risk assessment of these
clients are also what make them most reliant on international banking services. For many of
these clients, banking relationships offer critical access to the global financial system for
vulnerable and otherwise underserved communities, and account closures negatively affect
both financial inclusion and AML/CFT objectives in the immediate and longer terms.

3 MAPPING THE EXISTING
NARRATIVES

There is currently a clear lack of leadership and accountability on de-risking. Responsibility for
addressing the problem continually shifts among regulators, policymakers, banks, and the
customer base. Regulatory authorities continue to emphasize a risk-based approach that relies
on financial institutions’ risk assessments and compliance monitoring mechanisms to identify,
disclose, and terminate suspicious activity. Financial institutions have rejected the role of
primary watchdog in select markets and instead opt to remove themselves from these markets
altogether. However, the lack of transparent criteria for de-risking has left affected customers
unclear of expectations and often feeling unduly persecuted. The client base has focused its
messaging on the critical humanitarian impact these account closures will have on vulnerable
communities; however, their pleas do not appear to resonate with business-minded financial
executives, who may fear criminal liability and financial repercussions. Regulators have yet to
step in to mitigate this market failure and appear unwilling or unable to provide additional clarity
regarding regulatory standards in this ever-changing compliance landscape.

To better assess and identify the current de-risking environment, the project team compiled a
summary of some of the key stakeholder statements and guidance notes related to de-risking.
This includes both public documents and themes discussed during private consultations
between the research team and various stakeholders. This section is not presented as an
exhaustive list but rather offers preliminary mapping of existing narratives. The accompanying
listing of bibliographic resources also offers additional reading and an opportunity to delve
deeper into individual narratives.
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INTERNATIONAL AML/CFT BODIES

Financial Action Task Force

The Financial Action Task Force’s (FATF) is:

...an inter-governmental body established in 1989 by the Ministers of its Member
jurisdictions. The objectives of the FATF are to set standards and promote effective
implementation of legal, regulatory and operational measures for combating money
laundering, terrorist financing and other related threats to the integrity of the international
financial system. The FATF is therefore a ‘policy-making body’ which works to generate
the necessary political will to bring about national legislative and regulatory reforms in
these areas.”’

The FATF has formulated a series of recommendations recognized as international standards
on AML/CFT and currently packaged as the “40 Recommendations.” The 40
Recommendations® include a comprehensive list of measures countries should undertake in
order to combat money laundering and terrorist financing, and represent the core international
standards on AML/CFT. The FATF has recognized the importance of balancing AML/CFT with
financial inclusion goals, and it issued revised guidance in 2013 to assist countries in
developing policies that support these mutually reinforcing goals.* In October 2014, the FATF
raised the issue of de-risking at its triannual Plenary Session. In the resulting media advisory, it
said:

‘De-risking’ should never be an excuse for a bank to avoid implementing a risk-based
approach, in line with the FATF standards. The FATF Recommendations only require
financial institutions to terminate customer relationships, on a case-by-case basis, where
the money laundering and terrorist financing risks cannot be mitigated. This is fully in line
with AML/CFT objectives. What is not in line with the FATF standards is the wholesale
cutting loose of entire classes of customer, without taking into account, seriously and
comprehensively, their level of risk or risk mitigation measures for individual customers
within a particular sector.

The risk-based approach should be the cornerstone of an effective AML/CFT system, and
is essential to properly managing risks. The FATF expects financial institutions to identify,
assess and understand their money laundering and terrorist financing risks and take
commensurate measures in order to mitigate them. This does not imply a ‘zero failure’
approach. 60

The G20

It was expected that the G20, an assembly of governments and leaders from 20 of the world’s
largest economies,® would discuss the topic of de-risking at its annual meeting in November
2014, in Brisbane, Australia. Unfortunately, the resulting communiqué did not address de-risking
or AML/CFT, although it did reiterate a commitment to strengthening the resilience of the global
economy and the stability of the financial system more broadly. %

Basel Committee

The Basel Committee on Banking Supervision63 provides a global forum for cooperation on
banking supervisory matters, with the goal of enhancing the understanding of key supervisory
issues and improving the quality of banking supervision worldwide. In 2011 and 2013, it issued
a comprehensive set of reform measures, called Basel lll, designed to strengthen the regula-
tion, supervision, and risk management of the banking sector.®* Although compliance is not

14 Understanding Bank De-risking



mandatory, it is often viewed as the global standard for financial institutions related to capital
adequacy, stress testing, and market liquidity risk.

NATIONAL GOVERNMENTS

United States

The US dollar is the most commonly used currency for cross-border capital flows, rendering
those transactions subject to US AML/CFT laws, which are jointly referred to as the Bank
Secrecy Act or BSA. This has made the US a major player in AML/CFT regulation, so consider-
able attention has been paid to the regulatory climate and approaches adopted by US regula-
tors.®® On the whole, US regulators have reiterated their commitment to the risk-based ap-
proach as the most effective means for balancing financial inclusion and AML/CFT goals. How-
ever, some view the US as applying a much stricter standard than that outlined in the FATF
Recommendations. *®

In April 2005,°” the Financial Crimes Enforcement Network (FInCEN) and the Federal Banking
Agencies issued a joint guidance note on obtaining and maintaining banking services for MSBs.
The note was designed to clarify the requirements for, and assist banking organizations in, ap-
propriately assessing and minimizing risks posed by providing banking services to MSBs. In
November 2014, FinCEN issued a new statement on the topic, excerpted here:

Refusing financial services to an entire segment of the industry can lead to an overall re-
duction in financial sector transparency that is critical to making the sector resistant to the
efforts of illicit actors. This is particularly important with MSB remittance operations.

FInCEN does not support the wholesale termination of MSB accounts without regard to
the risks presented or the bank’s ability to manage the risk. As noted, MSBs present vary-
ing degrees of risk, and not all [MSBs] are high-risk. Therefore, when deciding whether to
provide services to an MSB customer, financial institutions should assess the risks asso-
ciated with that particular MSB customer.®®

The Office of the Comptroller of the Currency (OCC) also issued a statement in November
2014, excerpted below:

As a general matter, the OCC does not direct banks to open, close, or maintain individual
accounts, nor does the agency encourage banks to engage in the termination of entire
categories of customer accounts without regard to the risks presented by an individual
customer or the bank’s ability to manage the risk. The OCC has always taken the position
that banks must apply the requirements of the Bank Secrecy Act based on their own as-
sessment of risk for all customer accounts.

The safety and soundness of an institution can be threatened when a bank lacks appro-
priate risk management systems and controls for the products or activities it provides or
the customers it serves. Moreover, the failure to implement and maintain such controls
can provide money launderers, fraudsters, terrorists, and other criminals with access to
our financial system.69

Additionally, Thomas J. Curry, Comptroller of the OCC, spoke on the topic at an ACAMS confe-
rence in March 2014:

You shouldn't feel that you can’t bank a customer just because they fall into a category
that on its face appears to carry an elevated level of risk. Higher risk categories of
customers call for stronger risk management and controls, not a strategy of avoidance.
Obviously if the risk posed by a business or an individual is too great to be managed
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successfully, then you have to turn that customer away. But you should only make those
decisions after appropriate due diligence.™

European Union

The euro is the second largest currency used in global payments. For this reason, EU AML/CFT
policies and enforcement practices have the potential to affect de-risking decisions. This is
particularly true as stringent enforcement mechanisms in the US may drive business
transactions away from the US dollar and toward the euro.

In 2015, the European Union adopted the Fourth Anti-Money Laundering Directive (IP/13/87) to
help strengthen AML/CFT frameworks.”* The Directive includes two legal instruments: a
“Directive on the prevention of the use of the financial system for the purposes of money
laundering and terrorist financing,” and a “Regulation on information accompanying transfer of
funds to secure “due traceability” of these transfers.””* The Directive went into effect in June
2015, with a two year implementation period for Member States. A statement by EU
Commissioner Vé&ra Jourové described the passage of the legislation:

... The EU is leading by example by putting in place a robust framework, which focuses
on greater effectiveness and improved transparency with no legal loopholes for criminals
and terrorists to slip through and abuse the financial system. We now have the tools at
hand to better detect and trace billions of euros which come from criminal proceeds or
financial flows which support terrorist groups and activities.

Additionally, in August 2015 the European Parliament adopted a revised Directive on Payment
Services. The directive, known as PSD 2, strives to “improve security, widen consumer choice,
and promote innovation””* within the payment services industry, which includes the MSB sector.
A press release issued by the European Parliament on May 5, 2015 describes the directive’s
effect on widening consumer choice in the following way:

... A bank servicing such an account [payment services account, which includes MSBs]
could deny this third party access to a payer’s payment account only for objectively
justified and evidenced security reasons which have been reported to the supervisory
authorities.

Although PSD 2 is still awaiting a vote by the European Parliament and formal adoption by the
EU Council of Ministers, it has the potential to improve the provision of banking services to the
MSB sector.

United Kingdom

Following the Barclays account closures, the UK has emerged as a key player in the de-risking
arena. In July 2014, the British Joint Money Laundering Steering Group issued a guideline
related to the provision of financial services to MSBs."® This guideline, which was later given
ministerial approval from HM Treasury, " reiterated the compliance requirements for the sector
and provided clear examples of high- and low-risk indicators. Although the guideline was
referred to as “legal safe harbor” in the UK Parliament, ® it is not legally binding, and therefore
compliance with the measures outlined does not guarantee protection from prosecution. With
regards to account closures, it reads:

There is no requirement in the ML [money laundering] Regulations that a firm must close
an account that is the subject of a suspicious activity report. Firms are therefore not ex-
pected automatically to terminate existing accounts of MSBs based solely on the discov-
ery that the customer is an MSB that has failed to comply with registration requirements
(although continuing non-compliance by the MSB may be an indicator of heightened risk).
In these circumstances, further enquiries ought to be made. "
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Australia

In 2014, Australian MSBs faced significant account closures when the last remaining major
bank processing these transactions, Westpac Bank, announced it was exiting these
relationships.®® Although the Somali diaspora is much smaller in Australia than in the UK or
US,® it was able to partner with the Australian Remitters and Currency Providers Association
(ARCPA) to create an effective and vocal lobby. In response, the Australian government
developed an inter-agency task force, with legal, foreign affairs, regulatory, and law
enforcement actors to serve as an intermediary between financial institutions and affected
stakeholders, including hosting a multi-stakeholder meeting in December 2014.% There has
also been engagement from ARCPA in developing a Remittance Code of Practice and
Compliance Best Practices guideline to help banks assess more confidently the risk of
maintaining MSB relationships.83

While this multi-stakeholder collaborative approach led by the Australian government has been
noteworthy, affected stakeholders have expressed concerns about its effectiveness to date, in

terms of eliciting solution-driven feedback from banks and government, or in reaching solution-
focused outcomes.

Despite these challenges to date, it is hoped that direct engagement between affected
stakeholders and banks toward reaching workable remittance solutions will to continue, with
assistance from the Australian Attorney-General's Department.84

Australia has a robust AML/CFT regime, one that is grounded in the AML/CTF Act 2006°° and
the Financial Transaction Reports Act 1988 (FTR Act)86 and implemented by the Australian
Transaction Reports and Analysis Centre (AUSTRAC), which serves as the national financial
intelligence unit and AML/CFT regulator. Although Australia’s national risk assessment remains
classified (much as in other jurisdictions), AUSTRAC has published a scrubbed report aimed at
strengthening the nation’s AML/CFT regime by improving industry and public awareness of ex-
isting risks.®” The production of this report, though sanitized, represents a noteworthy effort to
improve transparency around AML/CFT risks and strategies. By providing insight into systemic
vulnerabilities, regulators can assist financial institutions in calibrating their risk assessments
and in developing mitigation strategies that do not necessitate the wholesale de-banking of cus-
tomer bases.

FINANCIAL INSTITUTIONS

Although financial institutions have found themselves at the center of the de-risking debate, they
have been reluctant to speak on or off the record about their handling of the practice. The
resulting ambiguity has led to further confusion about how the customer base can best adapt
practices to avoid being de-banked. In private discussions with the research team, bank staff
expressed the following themes and areas of concern:

* Regulators have been “asleep at the switch” for years and are now trying to catch up by
shifting the regulatory burden to financial institutions.

« Basel lll has failed to strengthen regulation, supervision, and risk management.

* There is a growing fear of “getting it wrong” among working-level compliance officers that
has helped foster declining risk appetites, particularly over the possibility that compliance
officers will now be held personally liable as corporate responsibility shrinks away.

< Senior management has provided this general direction and guidance as a translation of
policy.

» Profitability is a driving concern for de-risking practices: it is simply “not worth the hassle and
costs” to engage with this customer base.

Understanding Bank De-risking 17



« There is a need to incentivize financial institutions to engage with these customers and help
realign the cost-benefit analysis.

« The financial system, largely a product of the 1970s, is “old and outdated.” Without a costly
and intensive overhaul, the system cannot manage these risks, given the prevailing
regulatory climate, and so banks are opting simply to exit relationships.

In the media, financial institutions have traditionally focused their narrative on pressures from
regulators. Below are a few quotations from financial executives highlighting the prevalent
mentality.

We are kind of in a Ping-Pong match between financial inclusion and avoiding regulatory
scrutiny and we are the ball."

—Pamela Dearden, managing director for financial crimes enforcement at JP Morgan Chase.®

Our sense of how well we have to manage that risk is evolving with the regulatory
landscape. And the result is that we are exiting and becoming more conservative about
providing services to certain segments.

—Bob Werner, head of global financial crimes compliance and AML operations at HSBC Holdings Plc.®

It is a risky world for us out there in terms of enforcement actions and other actions," said
...I think if there is a tipping point—[banks] are probably going to tip to de-risk.... At this
point, | don't think financial institutions can take their own risk of not making that
determination to de-risk.*

—Julie Copeland, general counsel for JPMorgan Chase.

Financial institutions have remained opaque even to the account holders with whom they are
exiting relationships. For example, Merchants Bank of California recently terminated numerous
accounts after receiving a Consent Order from the OCC requiring the bank to enhance its
procedures to detect potential violations of the law. A letter received by affected account holders
included little information as to the reason for the closure, citing only the “complexity of your
business.”®*

THE CUSTOMER BASE

During the research team'’s discussions with representatives from affected customer bases, a
common theme emerged related to the dire nature of the problem. MSBs reported a drastic
reduction in services and highlighted the potentially catastrophic ramifications for recipient
communities. The customer base has also expressed the sentiment that compliance efforts
were being undervalued, and that regulatory burdens had become excessive and prohibitory.

However, the customer base has yet to develop a unified voice with which to advocate for these
issues. Lack of clarity around those affected, competing business interests, the diversity and
number of stakeholders, and political considerations within sectors have helped develop siloed
arguments that focus on the nuanced challenges facing each unigue customer base, rather than
addressing the wholesale and systemic implications. Although a nuanced approach is
necessary to fully understand the scale and scope of the problem, the development of a broader
and overarching argument may help regulators and financial institutions to focus efforts on
alleviating short-term concerns while contributing to long-term sustainable solutions.

CIVIL SOCIETY

Although a number of organizations focus on financial inclusion, very few civil society groups
are aware of or directly active in the de-risking space. For those that are, discussions have
traditionally focused on the humanitarian impacts of the practice. While these make for dramatic
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and compelling arguments, the research team believes they do not resonate with staff at
financial institutions who are focused on the bottom line. This disconnect has served to further
isolate stakeholders and discourage the development of an open, inclusive, and comprehensive
discussion of the topic. Although it is important to advocate for affected populations and
demonstrate the impact these decisions have on real-world contexts, it is also important to align
the discourse with the prevailing themes and drivers from individual stakeholder perspectives in
order to improve cooperation and coordination and develop sustainable long-, medium-, and
short-term solutions.

4 IMPACTS OF DE-RISKING

The negative repercussions of financial exclusion are clear, and the de-banking of sectors that
provide access points to the formal financial sector for underserved populations and
jurisdictions stand to exacerbate these issues even further. However, beyond identifying sectors
vulnerable to de-risking, it is challenging to identify which communities are most vulnerable and
to assess the urgency and scale of the threat without information on the number and type of
accounts being closed. Anecdotal evidence indicates that de-risking practices will likely result in
the further isolation of vulnerable communities, particularly women, from the formal financial
sector and may have wide-ranging humanitarian, economic, and security implications.

SHIFTING AML/CFT RISK

Although de-risking is partly intended to reduce the vulnerability of the formal financial sector to
abuse from money launderers and terrorist financiers, many have argued that the practice in
fact has the opposite effect. With the closure of accounts at many major financial institutions,
customers have been forced to rely on smaller banks and credit unions that may not have
adequate capacity to deal with higher-risk customers. According to James Richards, a top AML
official at Wells Fargo, “The ironic result of de-risking is re-risking ... you are sending them to
banks that probably can't handle it."%?

The termination of account relationships may also encourage entities to move into less regu-
lated channels, thus reducing transparency and limiting monitoring capacities.93 These under-
ground “shadow banking” systems, defined as transactions that do not use traditional financial
systems, can have real and important economic contributions but can also be a key source of
systematic risk due to their limited or lack of regulatory oversight. Shadow banking systems may
also result in increased costs for customers, as they become customers’ only available financial
service option. Furthermore, they operate without oversight and thus are less accountable to
customers, leaving customers with little recourse if services are not provided.

REDUCTION IN TRADE FINANCE

The closure of correspondent banking accounts presents a tangible threat to international trade
finance, particularly for the developing world. Correspondent banking relationships are the
connective tissue linking various points across the global financial system, offering foreign
banks access to US and European financial markets and, more importantly, foreign currency.
This is important for emerging markets, as the majority of the world’s cross-border capital flows,
including commodity markets and trade finance, are conducted in US dollars. The US dollar is
used for 44.6 percent of all world payments, followed by the euro at 28 percent and the British
pound at nearly eight percent.®*
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As financial institutions close the correspondent accounts of foreign banks, they effectively cut
off access to the currencies required to conduct international trade and enable international
investment, essentially de-banking entire countries. For developing economies, this can have a
significant impact on economic growth and in turn government provision of social and security
services. Additionally, retreating from correspondent banking relationships has resulted in a
growing concentration in correspondent banking business, with the majority of relationships
being held by fewer and fewer banks.*® This presents a threat, since the default of one of these
interconnected banks could lead to closures of customer banks, as well as severely reduced
access to the global financial system for developing economies.

It is difficult to assess the scope of the threat, but banking executives have indicated that firms
are dropping as much as one-third of correspondent banking relationships, which has resulted
in the closure of thousands of accounts.?® In the UK, a survey by the British Bankers’ Associa-
tion revealed an average seven-and-a-half percent decline in correspondent banking relation-
ships since 2011, with two banks severing one-fifth of all accounts.®? Across the euro zone, dai-
ly transactions settled through domestic and international correspondent banking relationships
averaged more than 1.1 trillion euros. Despite the large scale of transactions, the number of
domestic and foreign corresponding banking relationships has steadily decreased since 2002,
dropping from more than 25,000 to less than 15,000.% In 2014, the Financial Times reported
that, “A leading central banker said at a private meeting in Davos that authorities were increa-
singly worried by ‘financial abandonment’ of some parts of the world as leading banks severed
relationships with local lenders.”®

HUMANITARIAN CONCERNS

The existing narrative about the impact of de-risking practices has focused largely on humanita-
rian issues, particularly those related to interruptions in global remittance flows. The most nota-
ble case studies come from Somalia, where more than 40 percent of the population relies upon
remittance inflows, which account for between 25 to 45 percent of the country’s total GDP.'®
Any reduction in these flows would have a clear and tangible impact on the country, as well as
on the vulnerable communities who receive the more than $1.3 billion sent in global remittance
flows each year.'™ Numerous reports have highlighted the personal and dire repercussions of
any curtailment of remittance flows, including family members’ inability to pay for health care,
food, housing, and school fees.'%

Syria is also vulnerable to reductions in remittance flows due to the pressing humanitarian con-
cerns resulting from the ongoing violence. Despite completing its AML/CFT action plan, Syria
remains subject to the FATF global monitoring process and is listed as a risky jurisdiction, large-
ly as a result of its security situation.'® The presence of terrorist groups in the country poses an
additional transactional risk because of the potential misappropriation for terrorist financing.
With more than 4 million Syrian refugees estimated to be outside the country and another 7.6
million displaced internally, reductions in remittance flows stand to further exacerbate an al-
ready dire humanitarian situation.

NPOs operating in conflict or unstable zones also suffer from de-risking. NPOs provide vital ser-
vices in areas undergoing drastic humanitarian crises, and any interruption of services could
have far-reaching effects. In the UK, there are a growing number of NPOs working in the Middle
East and other high-risk geographic areas that have suffered from payment delays or account
closures.™ In July 2014 Ummah Welfare Trust saw its account abruptly terminated by HSBC
Bank. The charity has an annual turnover of about $39 million and works in a variety of jurisdic-
tions across the Middle East and Asia, including Syria and Gaza.'®

“If you are a person with good will and you decide you want to set up a charity in Somalia or
Yemen or Syria, opening a bank account for that is really near to impossible,” says Abdulrah-
man Sharif, executive director at the Muslim Charities Forum, who also indicated that as a re-
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sult, many organizations have stopped working in parts of the Middle East.’® In these already

vulnerable communities, any interruptions in work or service provision can have serious humani-
tarian and security repercussions.

INCREASED FINANCIAL EXCLUSION

Although there is limited empirical evidence about the impact of de-risking on financial inclusion
rates, it is likely that such an empirical assessment would largely underestimate the negative
externality imposed. Existing banked populations are being cut off from financial services—
whether directly or through the curtailment of services provided by alternative financial service
providers—but equally important is the opportunity cost of lost potential for the unbanked
population facing heightened barriers to inclusion. Given the well-documented evidence of the
benefits of financial inclusion for poor and marginalized communities, we can in theory presume
that the impact of curtailing access to financial services will be significant. On a macroeconomic
level, access to financial services has been shown to reduce poverty and income inequality. 1o7
From a microeconomic perspective, access to formal savings and credit instruments has
allowed people to cope better with shocks, smooth income, and invest in income-generating
activities. Evidence has also shown that the availability of financial services for poor households
has translated into better nutrition and health outcomes, increased years of schooling for
children, and female clients empowered to confront gender inequities more effectively. 108

From a financial inclusion perspective, de-risking stands to do the most harm in the developing
world. Most of the world’s 2.5 billion unbanked adults live in developing countries, with only 41
percent of adults in developing economies having an account at a formal financial institution, as
compared to 89 percent in developed economies.'® In these countries, the unbanked often face
common barriers to financial inclusion, including a lack of financial literacy, low income and
erratic cash flows, and high transportation and opportunity costs, as well as personal risk
associated with traveling long distances to reach banks. Furthermore, banks have historically
excluded the rural poor, since their business does not offer sufficient profit margins to offset the
high transaction costs of opening branches in remote locations.**° NPOs, governments, and
financial institutions have devised innovative solutions to these challenges, including relying on
alternative financial services and developing and supporting digital financial services platforms
that capitalize on the high mobile phone penetration rates seen in many rural areas. But most of
these still rely on connectivity with the formal banking system, and many of these platforms are
falling into a regulatory gray area with limited AML/CFT oversight. As banks’ appetite for risky
and less profitable business has declined, new challenges are being introduced that will likely
halt, or even reverse, the progress of financial inclusion.

In addition, disruption to the operations of NPOs that expressly target financial inclusion in the
developing world will have a direct impact on financial exclusion rates. These organizations
have often served as the intermediary between banks and the financially-excluded poor in re-
mote areas, linking informal community-based savings groups to formal financial services. As
banks exit relationships with these organizations, these links may become unsustainable. For
example, Uniones de Crédito y Ahorro (UNICAS) are small self-organized community groups in
Peru whose members pool savings and provide loans to each other. In operation since 2006,
these have issued 90,000 loans and served more than 12,000 families who otherwise lacked
access to financial services."™ The Peruvian government is now working to link these groups
with formal bank accounts, but the pooled nature of the funds and the challenge of identifying
end recipients may discourage banks from engaging with these kinds of organizations, particu-
larly in other jurisdictions where the government is not as actively engaged. The exact impact
de-risking will have on financial inclusion remains difficult to assess in light of the reluctance of
affected customer bases to speak about the loss of services, coupled with the lack of empirical
data on de-banked communities that can be cross-referenced against the geographical opera-
tions of financial inclusion NGOs.
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VULNERABLE COMMUNITIES,
GENDER, AND MINORITY ISSUES

Rural, low-income, and minority communities, such as women and youth, are disproportionately
affected by lack of access to the formal financial sector. Among those living below the $2 per
day poverty line, women are 28 percent less likely than men to have a formal bank account.
There is a gender gap of six to nine percentage points across income groups in developing
countries, which underscores the higher barriers to financial inclusion women face.'*? Unequal
distribution of power, resources, and responsibilities between men and women has led to
discriminatory procedures inhibiting women’s access to finance. For example, lower income can
make bank accounts unaffordable for women; gender norms restricting their mobility can make
it difficult for them to physically reach banks; and access to bank accounts may require
evidence of property rights or a husband’s signature.113 However, although there are gender-
specific barriers to financial inclusion, there are also gender-specific gains.

Women are a powerful driver of economic growth; in many developing economies, production
inefficiency owing to the lack of a women'’s labor market creates a gender-specific incentive to
use access to finance as a means of undertaking self-employment.™* Women also exhibit
spending patterns that are different from men’s, often using increased access to funding for
human development inputs such as food and education. This has been quantified in many
instances across the developing world. For example, one study, conducted in Ivory Coast,
found that when women'’s share of cash income increased, the household spent significantly
more on food and less on alcohol and cigarettes. The findings of another study, in Brazil, were
that when women earned more non-labor income, increases in the probability of child survival
were 20 times greater than when men earned increased non-labor income at comparative
rates.™®

Furthermore, financial inclusion has been shown to contribute to women’s empowerment,
reducing gender inequality in developing regions. Increased access to financial resources and
the ability to invest in income-generating activities can increase women'’s decision-making
power within the household and their influence over how money is allocated.™*® As the financial
inclusion of women may have a differential socioeconomic impact to that of men, it follows that
their exclusion from the formal financial sector leaves these potential human development gains
untapped. To the extent that de-risking may exacerbate the difficulties women already
experience gaining access to financial services, de-risking will also have a gender-specific
effect on humanitarian outcomes.

HUMAN RIGHTS IMPLICATIONS

There is a great deal of literature on the abuse of anti-terrorism and terrorism financing laws to
persecute political dissidents and minority groups in both the developing and developed

world. ™’ Although stronger customer due diligence protocols and de-risking may have benefits
as far as limiting banks’ exposure to entities that may be involved in these human rights
controversies, it is possible that tightening AML/CFT regulations may give rise to further
curtailments of free speech and minority rights globally as governments abuse counter-terrorism
methods to target dissidents.

In the developing country context, where national laws and norms may conflict with
internationally accepted human rights standards, financial exclusion in particular may increase
the risk of human rights violations. To the extent that de-risking severs vulnerable populations’
access to financial services, it may also force the poor to choose alternate coping strategies that
put human rights at risk. One such strategy is the shift to child labor to supplement household
income and mitigate economic shocks. Evidence has shown, for example, that child labor rates
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are higher in countries with underdeveloped financial systems118 and that transitory shocks lead
to greater increases in child labor where credit constraints are binding and access to finance is
limited.***

There may also be concerns about domestic violence in developing regions. It has been shown
that access to finance increases women’s empowerment and can reduce incidents of domestic
violence overall. A study conducted in rural South Africa found that economic and social
empowerment of women through access to finance and education on women'’s rights
contributed to reductions in intimate partner violence, with the risk of violent incidents reduced
by more than half after two years.120 Where bank de-risking increases financial exclusion, it may
also limit the scope for such gains.

Additionally, the research team has encountered a perception among the customer base that
these account closures are intentionally targeting specific demographics, such as those who
identify as religiously or culturally Muslim. Although it is difficult to ascertain the validity of these
claims without empirical data on account closures, there have been anecdotal reports of Muslim
charity-focused account closures in the UK by HSBC.'* HSBC maintains that the decisions to
close accounts were “absolutely not based on race or religion,”122 and according to Tom
Keatinge, director of the Centre for Financial Crime and Security Studies at the Royal United
Services Institute, “The result of these [de-risking] decisions might look like Islamophobia but |
am certain no UK bank is actively going to close out Islamic charities. They made decisions that
predominantly affect Muslim charities given the regions they operate in.”**®

NATIONAL AML/CFT REGIMES

In low-capacity countries actively engaged in AML/CFT activities, building frameworks that are
compliant with international standards such as the 40 FATF Recommendations remains the
primary focus. Much attention is paid to the development of adequate legal frameworks that
often seek to align with the most stringent standards in order to receive positive risk
assessments from international bodies. Although many of these boxes have been checked at
the policy level, implementation of these standards can prove challenging, even for developed
economies. The risk-based approach is designed to allow for the flexibility to address unique
jurisdictional risks, but limited institutional and human resources in low-capacity countries have
presented challenges to conducting the sector risk assessments necessary to identify the
appropriate calibration. Coordinated and sustained capacity-building initiatives would help
support effective implementation of AML/CFT standards, which would in turn strengthen
financial integrity across the global system and help inspire trust between the financial
institutions and sectors operating in low-capacity countries.

Given limited data on affected communities and jurisdictions, it is difficult to ascertain the impact
of de-risking practices on the development of national AML/CFT regimes. It is possible that
reductions in correspondent banking relationships will incentivize political will to strengthen
AML/CFT regimes in developing economies. In select cases in some East African and Asian
countries, the FATF Public Statement has been useful in galvanizing political support to
strengthen frameworks in order to reduce risk ratings and encourage broader financial
engagement and economic growth. Regardless of the motivations, any positive AML/CFT gains
in high-risk jurisdictions will help strengthen the entire system and reduce vulnerabilities
throughout the transactional chain.
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OPPORTUNITIES FOR INNOVATIVE
SOLUTIONS

The exclusion of an entire customer base from the formal financial sector has created a window
of opportunity for innovative banking solutions. This area is precisely the point where incentive
for profit can be cultivated, yet it remains nascent and controversial. One of the most notable
innovations for the developing world is the rise of mobile money platforms, which bring financial
services directly to the rural unbanked by allowing users to conduct financial transactions,
including bill payment and fund transfers. The most notable mobile money platform is M-Pesa,
which is very successful in Kenya, with more than 15 million users performing more than 2
million transactions daily.*®* Another area that may offer promise for financial inclusion is the
rise of digital currencies such as Bitcoin. Bitcoin is a virtual private currency that is not controlled
by any central authority or supported by any economic system but offers the promise of
substantially reduced fees. ' Although its use has grown in developed countries, *° lack of a
broad technological understanding and infrastructure to handle transactions in digital currencies
have limited and will continue to limit its implementation in developing economies in the near
term.

Although these services are poised to fill the gap resulting from de-banking practices, they
present additional complications for regulators who are already struggling to keep up with
changing technological landscapes. Efforts have been made to address these disconnects,
including the designation by FinCEN of cryptocurrencies as MSBs, which subjects them to
existing regulatory frameworks. Beyond remedying the repercussions of de-risking, these
technologies stand to advance financial inclusion goals significantly by tapping into existing
networks and attracting lucrative investment opportunities that help tip the risk-reward balance
back in favor of the customer base.

Conversely, decreased appetite for risk may leave banks reluctant to invest in new and
innovative approaches to adapting international banking standards to developing contexts.
Research has shown that reducing documentation requirements could potentially increase the
share of adults with a formal bank account in Sub-Saharan Africa by 23 percent.127 However,
given heightened AML/CFT scrutiny and increasingly strict Know Your Customer (KYC)/CDD
programs, this is an unappealing option. As costs of AML/CFT compliance increase, it is also
unlikely that fees associated with opening and keeping a bank account will be reduced, despite
the fact that high fees have been cited as a major barrier to financial inclusion of people living in
poverty.

5 INSTRUCTIVE LEARNING:
CASE STUDIES

The concept of de-risking is not new, and a number of sectors have struggled with complex
legal and regulatory challenges that have restricted their access to the formal financial structure,
or with perceptions of risk that have led to unfavorable cost-benefit analyses. The section below
summarizes a number of relevant case studies that showcase innovative approaches to, and
lessons learned from, addressing de-banking challenges across a variety of diverse sectors with
varying degrees of banking incentives. The six case studies include:

1. The steps being taken by the profitable US marijuana industry to mitigate legal complexities
at the state and federal level;

2. The impact of political ramifications on embassy account closures;
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3. The impact of negative blowback from Operation Choke Point on sectoral reputation and
regulator engagement;

4. Experiences developing a streamlined set of common requirements for mortgage loan
originators;

5. The potential for advocacy and resource linkages with cryptocurrency given the sector's US
classification as an MSB; and

6. The current state of safe corridor and safe harbor initiatives and discussions.

BANKING MARIJUANA BUSINESS
PROCEEDS IN THE US

Although marijuana remains illegal at the federal level in the US, a number of states and the
District of Columbia have passed laws in recent years legalizing it for both medical and
recreational consumption.?® This has led to the rapid development of marijuana dispensary
businesses, which in turn need financial services to operate. The conflict between state and
federal legislation presents a unique challenge for financial institutions looking to provide
services to this growing industry, as engagement in the sector opens the bank up to civil and
criminal penalties related to federal BSA, AML, and narcotics law violations. The lack of access
to banking services has forced marijuana dispensaries to deal exclusively in cash, complicating
state tax efforts, creating security risks, and providing a prime opportunity for potential abuse of
the industry by money launderers.'® Aaron Smith, executive director of the National Cannabis
Industry Association, has called the lack of banking services “the most urgent issue facing the
legal cannabis industry today.”130

Regulators have attempted to address this burgeoning issue, and in February 2014 the US
Department of Justice issued a memo indicating that the eight “federal law enforcement
priorities” guiding prosecution in states where marijuana is legal would also apply to the federal
prosecution of financial crimes for marijuana-related business.™! The US Department of the
Treasury also issued a guidance note on the provision of financial services to marijuana-related
businesses consistent with BSA obligations.132 In essence, the message was that federal
regulators would show prosecutorial restraint as long as banks are able to ensure that
customers comply with state legislation and not violate any of the eight priorities, which include
sale to minors, interstate smuggling, use of firearms, and adverse public health

consequences.™*

However, the guidance notes specifically do not offer any sort of “safe harbor” for financial
institutions providing services to marijuana-businesses, specifically including the line: “Nothing
herein precludes investigation or prosecution, even in the absence of any one of the factors
listed above, in particular circumstances where investigation and prosecution otherwise serves
an important federal interest.”*** The argument from financial institutions engaged in this sphere
is that these guidance notes are too vague and impose a heavy burden on banks to know not
only their customers, but also their customers’ customers. Don Childears, president and CEO of
the Colorado Bankers Association says of the guidance notes, “At best, this amounts to ‘serve
these customers at your own risk’ and it emphasizes all of the risks.”**®

This is similar to the argument being made by financial institutions working with MSBs:
Regulatory ambiguities, the potential for strict penalties, and burdensome compliance measures
all increase the risk and cost associated with banking these clients. But given the potentially
lucrative nature of the marijuana industry—considered the fastest growing industry in the US,
totaling $2.7 billion in 2014**°*—there is a clear market incentive to assume the risk for
marijuana businesses that does not exist for less remunerative clients, such as MSBs and
NPOs. In addition, the profitability of the industry allows banks to price for the increased AML
risk and enables marijuana businesses to absorb the high costs of compliance.
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Given the legal sensitivities, marijuana businesses often remain tight-lipped about where they
are obtaining financial services, but FInCEN director Jennifer Shasky Calvery has indicated that
105 banks and credit unions are currently working with the marijuana industry. ¥ The 2014
FinCEN guidance indicates that banks are required to file suspicious activity reports (SARs) for
all transactions related to marijuana businesses, as they remain “funds derived from illegal
activity” under federal law. However, it outlines a three-tier system of filing designed to separate
activities: those lawful under state legislation, those potentially violating state law, and those
that have resulted in the decision to exit client accounts.™® Although the legal caveat of
“proceeds from illegal activity” does not apply to the customer base examined in this report, the
tiered reporting system presents an interesting approach to mitigating risk and improving
transparency. Given the high volume of transactions conducted by MSBs, the compliance
burdens may preclude the sector from adopting this approach outright. However, it is worth
further exploration to determine if some variation of this reporting method may be a viable
solution to reducing bank liability and better balancing the burden of transaction monitoring and
accountability between financial institutions and federal regulators.

Additionally, the marijuana industry has also fostered innovative financial market approaches at
the state level, including the development of a credit union specifically for handling marijuana-
related financial services. Colorado state banking regulators have approved a charter for this
institution, the Fourth Corner Credit Union, but it has encountered delays in its application to the
Federal Reserve Bank, potentially over concerns about the precedent this would set.”®® The
development of this type of niche banking is an avenue worth exploring for MSBs and other de-
banked clients, particularly given the lack of state-federal legality conflicts for these customers.
If it could be properly incentivized, such a specialized system could reduce overall compliance
costs and help create a standardized system for risk management.

RESPONSES TO FOREIGN EMBASSY
ACCOUNT CLOSURES

On May 13, 2004, FinCEN and the OCC issued a $25 million fine to Riggs Bank of Washington,
DC, for violations of suspicious activity reporting and for failure to establish adequate AML
controls for its numerous foreign diplomat and embassy clients. As a result of the subsequent
reputational damage, Riggs Bank was forced to sell its operations to PNC Bank of Pittsburgh in
July 2004.**° The ensuing crisis left embassies scrambling to find new banks to take their
accounts, while the banks the embassies approached, wary of heightened scrutiny and
reputational risk, were not eager to absorb their business.**!

Banks instead began shedding foreign embassy accounts. The embassy of Angola, in
Washington, DC, was the first to have all of its US bank accounts closed against its will, when
Bank of America terminated business with the embassy in November 2010. In response, the
Angolan government threatened to close the bank accounts of US companies in Angola, such
as Chevron, Exxon, BP, and Boeing, as well as all US embassy bank accounts.'* American
businesses with interests in Angola began to express their concern to government officials and
banks.™*® With diplomatic and organizational interests at stake, pressure for a solution was
mounting on both a political and business front.

In a letter to the American Bankers Association (ABA), then-US Treasury Secretary Timothy
Geithner and then-US Secretary of State Hillary Clinton pressed banks to resume business with
foreign embassies, warning of the negative effect of account closures on US diplomatic
relations. ABA president and CEO Frank Keating responded that the regulatory regime made
banking with embassies nearly impossible.*** US Treasury and State Department officials were
pushing banks to engage with embassies but could not guarantee leniency on behalf of
regulators, who had warned that foreign embassies pose heightened money-laundering risks as
diplomatic immunity exempts them from reporting the source of funds in their accounts.
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Although the stalemate among regulators, banks, and the US government is familiar given the
current situation surrounding MSB account closures, the threat to US foreign relations and
American businesses abroad made the political stakes much higher. At the request of the State
Department and US Treasury, several large banks began reopening accounts with foreign
embassies at a premium.**® Without the political incentive to find a solution, MSBs or small
charitable organizations are unlikely to see the same results.

OPERATION CHOKE POINT

First made public in March 2013, Operation Choke Point was an initiative by the US Department
of Justice for investigating financial institutions doing business with industries deemed to be at
high risk for fraud. According to a Justice Department official quoted in the Wall Street Journal,
“We are changing the structures within the financial system that allow all kinds of fraudulent
merchants to operate [with the intent of] choking them off from the very air they need to
survive."**’

Operation Choke Point was predicated on a 2012 policy announcement from the US Federal
Deposit Insurance Corporation (FDIC), which included a list of both legitimate and illegitimate
merchant categories that have been “associated with high risk activity.”**® Operation Choke
Point interpreted existing law to imply that providing financial services to these merchant
categories creates a “reputational risk” that is sufficient to trigger a subpoena by the Department
of Justice.'*® However, a report by the US House of Representatives Committee on Oversight
and Government Reform found that the Department of Justice lacked adequate legal
justification for this initiative and called for its dismantling.**°

Additionally, the report disclosed evidence which suggested that the true goal of the operation
was to target industries that were deemed “high risk,” or that were otherwise perceived as
questionable to the Obama administration.*™* The operation focused particularly on short-term
lenders, including check cashiers and payday lenders, but also extended to other industries
such as firearms and adult entertainment. The Department of Justice issued 50 subpoenas to
banks and payment processors as part of the operation, which resulted in the abrupt closure of
accounts associated with these merchant categories.'** As a result of the operation, the report
said, “Banks are put in an unenviable position: discontinue longstanding, profitable relationships
with fully licensed and legal businesses, or face a potentially ruinous lawsuit by the Department
of Justice.”**®

In response to backlash from Operation Choke Point, the FDIC issued a letter indicating that all
banks should take a risk-based approach to assessing individual client relationships on a case-
by-case basis and not by industry operational risk.”** This was followed by a memorandum to
supervisory staff requiring examiners to put in writing their recommendation to terminate an
account, which the financial institution must then have reviewed before the account was
terminated.™ The issuance of a defined list suggests that regulators were aware of the need for
additional clarification around the definition of high-risk sectors but were forced to revert to the
risk-based approach due to blowback from the operation, thus creating a potential credibility
issue.

There are clear parallels between the de-banking resulting from Operation Choke Point and the
de-risking challenges currently facing MSBs and other clients. Although there is no longer a
federally defined list of high-risk merchant categories, stigmas and lingering reputational
damage related to these customer bases continue to influence financial institution decisions,
with MSBs also feeling unduly persecuted. Similarities also exist in the lack of clarity from
regulators about what qualifies these industries as high risk, as well as what criteria trigger the
decision to exit these relationships.

In both instances, the lack of clarity stems from concerns about regulatory enforcement and the
broad assessment of risk based on entire merchant categories, not individual compliance
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measures. Those affected by Operation Choke Point were able to show that de-risking activities
in fact target the sector as a whole, a practice which was immediately disavowed by regulators.
Although current de-risking practices are not as clearly linked to a defined government
objective, it may be useful for de-banked customer bases to attempt to identify trends and
patterns that both highlight the industry-focused targeting of de-risking practices and stress the
humanitarian implications of these decisions.

NATIONWIDE MORTGAGE LICENSING
SYSTEM AND REGISTRY

As part of the Housing and Economic Recovery Act instituted in response to the 2008 mortgage
crisis, the US passed the Secure and Fair Enforcement for Mortgage Licensing (SAFE) Act,
which required states to implement licensing and registration systems for mortgage loan
originators (MLOs). States were given the option of developing their own systems or
participating in the Nationwide Mortgage Licensing System (NMLS) Federal Registry, an
initiative created jointly by the Conference of State Bank Supervisors and the American
Association of Residential Mortgage Regulators.**®

Although individual state requirements may vary, any MLO who works for a federal insured
depository or is regulated by a federal banking agency is subject to so-called Common
Requirements, including passage of a written qualified test and criminal background and credit
checks, as well as pre-licensure education and continuing education requirements.157 Building
on these streamlined licensing procedures, the Federal Registry created a database including
consolidated and standardized information about MLOs. Overall, the NMLS helped to improve
information sharing among regulators, increase efficiencies by streamlining the licensing
process and reducing regulatory burden, and enhance consumer protection and support anti-
fraud measures.**®

In 2012, NMLS was expanded to include other non-depository entities, including MSBs (and is
now sometimes referred to as the Nationwide Multistate Licensing System). However, only 24
states now use NMLS for the licensing or registration of MSBs or both.*® For the rest, licensing
and examination still falls under state jurisdiction. MSBs are currently required to register with
FIinCEN and provide a list of all associated agents, an estimate of business volume, and
information regarding ownership and control.*® FInCEN maintains an electronic database of all
registered MSBs which is available for public access but includes a clear caveat that inclusion in
the registry does not equate to a certification of legitimacy. '°1 FinCEN has also undertaken
efforts to standardize bank examination procedures with the issuance of a BSA/AML
Examination Manual in 2010.

The traditional reliance on a state-centric model has created a complicated regulatory web
where MSBs doing business across state lines must comply with overlapping legal frameworks
and licensure requirements. According to FinCEN, as of July 2014 there were 737 MSB
companies holding a license to operate in more than one state. In total, these companies had
registered more than 95,000 agent locations.** Standardizing these procedures can introduce
transparency and accountability into the system, and the centralization of information can help
prevent bad apples from exploiting regulatory gaps between jurisdictions. The further
development and expansion of the NMLS may provide a key entry point for reducing
compliance burdens and providing better transparency and accountability for MSBs, all of which
may help reduce financial institutions’ perception of risk for these customer bases.
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CRYPTOCURRENCY AND OTHER
TECHNOLOGY-BASED SOLUTIONS

Recently we have seen the explosion of cryptocurrency technology in the global financial
marketplace. Most notable is the rise of Bitcoin, which has both grown and then collapsed
rapidly in the six years since its inception.'®® Regardless of concerns about the stability and
sustainability of specific cryptocurrency products, it has become clear that they represent a
groundbreaking technological advancement. With this innovation comes great promise,
including decreased financial fees, reduction in payment processing times, increased
efficiencies in the financial system, user confidentiality and privacy protection, and the potential
for expansion of financial services globally.*®*

However, these benefits come with a price. Digital currencies are based on the concept of
anonymity. Although transactions are logged in a transparent public ledger called a
“blockchain,” the ledger does not record customer information, only the IP address of the user.
Along with the currently limited regulatory oversight of these technologies, this has made
cryptocurrency technologies particularly attractive as havens for money laundering and other
criminal activity. In 2014, Bitcoin exchange operator Robert Faiella was arrested for supplying
$1 million in digital currency that allowed people to conduct illegal transactions on Silk Road, an
online black marketplace known for selling drugs.'®® In the largest online money laundering
charge in history, Liberty Reserve, a Costa Rican-based digital currency service, was indicted
by the US government in 2013 over allegations it handled 55 million transactions involving
criminal proceeds, totaling $6 billion. Richard Weber, head of the Internal Revenue Service
(IRS) criminal investigation unit, said of Liberty Reserve, “If Al Capone were alive today, this is
how he would be hiding his money.”**®

Given the rapid pace of development and the divergent technological platforms currently being
explored, it has become increasingly difficult for regulators to find ways to mitigate these risks
without negatively affecting the potential for growth. In July 2011, US financial regulators took
the first step in this process by amending the definition of money transmission services to
include “other value that substitutes for currency.”167 In response to industry requests for further
clarification, FInCEN issued a guidance note in March 2013 that clearly defined which entities in
the virtual currency realm are subject to BSA compliance.*®® Citing the point at which digital
currencies are transferred into fiat currencies, the guidance defined the administrators and
exchangers of digital currencies as MSBs but excluded users of virtual currencies. This
designation has implications for cryptocurrency technologies, as they are now subject to
registration, reporting, and record-keeping requirements.

The implications of this designation are still being determined by the cryptocurrency industry as
it seeks to understand how CDD and SAR reporting requirements fit within existing structures.
Meanwhile the industry continues to grow, and in 2014 global usage of digital currency
averaged $50 million a day.®® Although this still lags well behind the $32 billion processed by
Visa and MasterCard daily, 7%t indicates a growing demand for the service, particularly given
the limited infrastructure that exists for digital currency usage. This emerging industry is also
backed by major power players: Netscape founder Marc Andreessen and LinkedIn founder Reid
Hoffman put $315 million into Bitcoin-related projects last year;*"* Winklevoss twins Cameron
and Tyler have invested heavily in a regulated Bitcoin exchange;'’* and even the New York
Stock Exchange has supported digital wallet providers.*”®

The potential for high industry profitability and the involvement of well-funded and politically
connected backers may serve as key “push factors” in the development of regulatory
frameworks that favorably balance industry growth and AML/CFT risk mitigation. Additionally,
cryptocurrency companies stand to benefit immensely from existing human capital—staff are
highly trained technologically, which may help them develop innovative procedures to ease
regulatory burdens. One such technology includes automated transaction monitoring and
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filtering systems, which have recently been used by the New York Department of Financial
Services to help identify millions of potentially illegal transactions at one bank.*" Although
cryptocurrencies are currently regulated much like MSBs, it is clear that the two sectors have
very different operating practices. Innovations developed by the cryptocurrency industry may
prove to be applicable, at least in part, to more traditional MSBs, but the exact extent of the
cross-pollination remains to be seen at this time. Advocacy groups and MSB organizations may
also want to capitalize on this regulatory pairing to tap into the power of the cryptocurrency
lobby, effectively connecting themselves to the push factors in this new industry.

SAFER CORRIDOR VERSUS SAFE
HARBOR PROJECTS

Attempts have been made to improve the security and transparency of specific remittance
corridors. For example, in partnership with the World Bank, the UK announced a Somalia-
specific Safer Corridors project in 2013 to track payments from the UK to Somalia.*” This builds
upon an earlier UK-supported program in Pakistan. Developed in 2009, the Pakistan program
implemented strict monitors on money transfers into the country, which led to a dramatic
increase in the funds transmitted, from $6 billion between 2007 and 2008 to $13 billion in 2011
and 2012.*"® The current Somali Safer Corridors project has largely been deemed a failure, and
individuals we consulted have further indicated that it has hit a series of potentially
insurmountable obstacles.

Beyond specific corridors, international discussion has considered broader “safe harbor”
policies. The term “safe harbor” applies to the legal provision of amnesty from criminal
prosecution and civil enforcement actions. There have been no clear case studies where a
legally binding safe harbor policy has come into effect related to money laundering and terrorist
financing. There are potential benefits to such a system, which allow banks a short-term
reprieve from enforcement actions while longer-term solutions to de-risking challenges can be
addressed. However, the development and adequate implementation of broad-based safe
harbor projects are challenging and politically sensitive.

6 CONCLUSION AND
RECOMMENDATIONS

CONCLUSION

De-risking represents a clear instance of market failure. Regulators are scrambling to catch up
with the current money laundering and terrorist financing landscape. As a result, they are
increasingly shifting monitoring burdens to financial institutions, and the customer base is
feeling the brunt of this shift.

Financial institutions have been thrust into a policing role, which they refuse to take on in light
of a dispassionate cost-benefit analysis that determines the risk is not worth the reward of
banking high-risk clients.

Threatened with the loss of access to financial services, the customer base is calling for
increased clarity about compliance standards and the streamlining of regulatory burdens in an
effort to decrease the perception of risk within their sectors.

30 Understanding Bank De-risking



However, regulatory authorities appear hesitant to move beyond the general ambiguity of the
risk-based approach, particularly given the complex and dynamic regulatory landscape. In fact,
the existing public narratives indicate that the risk-based approach is here to stay.

All invested stakeholders are understandably acting in their own best interests in order to
protect themselves and their profits, but this has served to limit financial access. De-risking has
significant economic, humanitarian, and security implications, and in many ways may be
undermine the goal of reducing risk in the global financial system.

In instances of market failure, there are precedents for regulatory intervention, but addressing
the issue will require a comprehensive response involving regulators, policymakers, banks, and
other stakeholders. Below is a set of recommendations for invested stakeholders.

RECOMMENDATIONS

For government and regulatory authorities in financial
hubs

« Develop policies and procedures that facilitate the accrual of aggregate metrics, including
regular, routine publication of reports and aggregate data on bank de-risking, to assist
multilateral, civil society, and non-governmental actors in better identifying the consequences
of de-risking trends, implications, and affected communities.

« Supplement the risk-based approach with clear rules- or principles-based guidance where
relevant (for instance, as it applies to high-risk jurisdictions and geographies) to provide
clarity about AML/CFT requirements involving those clients deemed inherently high risk.

< Assume a leadership role in creating space for stakeholder discussion to develop concrete
across-the-board actions to harmonize regulatory approaches, improve compliance, realign
market factors, and build trust across sectors and jurisdictions.

« Consider balancing punitive measures, such as sanctions, penalties, and fines, with
constructive models rewarding risk mitigation, including incentive mechanisms for financial
institutions to engage with high-risk clients—potentially leveraging the Community
Reinvestment Act177 and its impact on incentivizing participation in the Low-Income

Housing Tax Credit program*’®.

< Promote the continued integration of financial inclusion into mutual evaluation methodologies
developed by the FATF and the World Bank to assess the impact of AML/CFT compliance
on unbanked or vulnerable communities.

« Continue to support capacity-building programming in high-risk or low-capacity jurisdictions
or sectors to improve compliance across the transactional chain and reduce ML/TF risks.

« For government and regulatory
authorities in low-capacity and developing countries Continue to develop and refine the
implementation of policies and legislative frameworks that align with international standards
and promote financial inclusion goals, such as conducting national risk assessments and
developing national AML/CFT strategies.

» Fast-track institutional development, such as that involving the financial intelligence unit or
central bank, in order to facilitate trust-building in remittance-receiving countries’ banking
infrastructures and encourage foreign direct investment.

« Encourage regional cooperation and coordination on AML/CFT and focus on strengthening
relationships with “conduit countries” through the signing of memoranda of understanding
and increased information sharing.

» Promote effective regulation and legislation regarding emerging technologies such as mobile
money as a means of promoting financial inclusion while balancing AML/CFT vulnerabilities.
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Invest in large-scale financial literacy awareness-raising programs focused on women,
youth, and other financially excluded communities.

« Explore the adoption of non-traditional identification policies to alleviate a primary obstacle to
financial inclusion for vulnerable communities (for instance, biometric print, clan elder
physical identification).

< Sign, implement, and enforce anti-corruption declarations.

For financial institutions

« Review and revise enterprise-wide KYC policies and procedures to better identify, mitigate,
and manage risk.

« Continue to invest resources in compliance departments, but assure adequate staffing and
resourcing of operational and technological teams, who are often tasked with the practical
implementation of compliance directives.

« Consider and harness the reputational return of demonstrated corporate social responsibility
campaigns focused on the extension of financial services, particularly to underserved
communities and individuals.

» Formulate risk tiers that allow for the capture of multiple layers of complexity, and not
inherently and disproportionately rooted in basic units of analysis such as “jurisdiction” or
“nationality.”

* Review and fine-tune client onboarding practices to collect necessary information, while
explaining to the client how that information is used and what purpose it serves.

» Assess “simple” or “limited” bank accounts that have caps on overall value, frequency of use,
and size of transactions as a means of extending financial inclusion, lowering the cost of
banking small value accounts, and balancing money laundering and terrorist financing risk.

» Consider establishing a fee structure for high-risk accounts to help offset the cost of potential
enforcement actions—where there is a business incentive, there is a way.

» Mitigate risk of insufficient CDD by customer agencies by implementing enhanced
transaction monitoring processes and technologies.

» Engage with and provide adequate resources to technological stakeholders to explore
innovative approaches to reducing compliance burdens and improving transactions
monitoring.

« Conduct a proactive market assessment to identify areas for potential profitability while
boosting access for the de-risked and unbanked.

» Consider joining MSB associations in an observer capacity, to enhance sector understanding
and build trust.

For the “customer base”: MSBs, NPOs, among others

» Professionalize internal standard operating procedures and provide continued staff training
on AML/CFT standards and practices, flagging of suspicious transactions, and
whistleblowing.

» Conduct sectoral or multi-sectoral risk-based assessments to identify core vulnerabilities and
promote the effective allocation of resources to mitigate ML/TF risk.

« Focus on “front end” de-risking by conducting enhanced assessments prior to client
onboarding.

« Establish or join local, national, and global sectoral associations to improve discussion and
coordination regarding AML/CFT compliance efforts and to develop a unified voice of
advocacy in de-risking forums.
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Capitalize on the classification of digital technologies such as MSBs to promote advocacy
and resource linkages that will help develop innovative ways to reduce regulatory burdens
and promote the sustainability of services for both sectors.

Promote engagement and trust building by offering on-site tours for compliance officers and
relationship managers to enable first-hand assessments of existing vulnerabilities and
develop strategies to improve compliance.

When approaching banks, disclose requested information during the onboarding process to
demonstrate openness and transparency and to build trust.

ADDITIONAL AREAS OF RESEARCH

Analyze tax implications for the IRS related to de-banking practices—loss of revenue might
serve as an incentive for legislative engagement.

Explore banking practices related to foreign terrorist fighter accounts.

Include gender demographics in empirical research on vulnerable communities affected by
de-risking. Explore whether existing behavioral studies related to risk and spending patterns
of men versus women can be factored into financial institution’s risk-analysis models.

Explore engagement with international bodies, such as the UN, which have the ability to
improve access to financial services for vulnerable communities.

Explore the feasibility of developing an internationally recognized certification program to
promote transparency and accountability related to AML/CFT programs and standards—for
example, best-in-class certificates.

Understanding Bank De-risking 33



BIBLIOGRAPHY

RELEVANT LEGISLATION AND
GUIDANCE NOTES

Australia

AML/CFT legislation

“Anti-Money Laundering and Counter-Terrorism Financing Act 2006,” Australian Government,
2006, http://www.comlaw.gov.au/Series/C2006A00169

“Financial Transaction Reports Act 1998,” Australian Government, 1998,
http://www.comlaw.gov.au/Details/C2013C00009

Australian Transaction Reports and Analysis Centre

“AUSTRAC Statement,” Australian Transaction Reports and Analysis Center, 25 November
2014, http://www.austrac.gov.au/news/austrac-statement

Basel committee

“International Regulatory Framework for Banks (Basel IIl),” Bank for International Settlements,
http://www.bis.org/bcbs/basel3.htm?m=3%7C14%7C572

European Union

“Directive of the European Parliament and of the Council on the prevention of the use of the
financial system for the purpose of money laundering and terrorist financing,” http://eur-
lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52013PC0045

Financial Action Task Force

“Anti-Money Laundering and Terrorist Financing Measures and Financial Inclusion,” Financial
Action Task Force, February 2013, http://www.fatf-
gafi.org/topics/financialinclusion/documents/revisedguidanceonamicftandfinancialinclusion.html

“FATF Recommendations,” Financial Action Task Force, 2012, http://www.fatf-
gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf

“Risk-Based Approach Guidance for Money Service Businesses,” Financial Action Task Force,
July 2009, http://www.fatf-
gafi.org/media/fatf/documents/reports/RBA%20Guidance%20for%20Money%20Service%20Bus
inesses.pdf

34 Understanding Bank De-risking


http://www.comlaw.gov.au/Series/C2006A00169
http://www.comlaw.gov.au/Details/C2013C00009
http://www.austrac.gov.au/news/austrac-statement
http://www.bis.org/bcbs/basel3.htm?m=3%7C14%7C572
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52013PC0045
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52013PC0045
http://www.fatf-gafi.org/topics/financialinclusion/documents/revisedguidanceonamlcftandfinancialinclusion.html
http://www.fatf-gafi.org/topics/financialinclusion/documents/revisedguidanceonamlcftandfinancialinclusion.html
http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf
http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf
http://www.fatf-gafi.org/media/fatf/documents/reports/RBA%20Guidance%20for%20Money%20Service%20Businesses.pdf
http://www.fatf-gafi.org/media/fatf/documents/reports/RBA%20Guidance%20for%20Money%20Service%20Businesses.pdf
http://www.fatf-gafi.org/media/fatf/documents/reports/RBA%20Guidance%20for%20Money%20Service%20Businesses.pdf

United Kingdom
AML/CFT legislation

The Proceeds of Crime Act 2002 (POCA) (as amended by the Serious Organised Crime and
Police Act 2005 (SOCPA)), http://www.legislation.gov.uk/ukpga/2005/15/contents.

The Money Laundering Regulations 2007 (2007 Regulations),
http://www.legislation.gov.uk/uksi/2007/2157/contents/made

The Terrorism Act 2000 (TA 2000) (as amended by the Anti-Terrorism, Crime and Security Act
2001 (ATCSA 2001) and the Terrorism Act 2006 (TA 2006)),
http://www.legislation.gov.uk/ukpga/2000/11/contents

Joint Money Laundering Steering Group

“Guidance in Respect of Money Service Businesses,” Joint Money Laundering Steering Group,
July 2, 2014, http://www.jmlsg.org.uk/download/9752

“Further amendments to JMLSG Guidance,” Joint Money Laundering Steering Group,
November 21, 2014, http://www.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current

United States

AML/CFT legislation
“Bank Secrecy Act of 1970,” Pub. L. No. 91-508, 84 Stat. 1114-1124 (1970).

“Money Remittances Improvement Act of 2014,” Pub.L. no. 113-156 (2014),
https://www.govtrack.us/congress/bills/113/hr4386/text.

“Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism (USA PATRIOT) Act of 2001,” Pub. L. No. 107-56, 115 Stat. 272 (2001),
http://www.gpo.gov/fdsys/pkg/BILLS-107hr3162enr/pdf/BILLS-107hr3162enr.pdf.

US Department of the Treasury

“Bank Secrecy Act Regulations; Definitions and Other Regulations Relating to Money Services
Businesses,” US Department of Treasury, Federal Register, 76, no. 140 (July 21, 2011)
http://www.gpo.gov/fdsys/pkg/FR-2011-07-21/pdf/2011-18309.pdf

Financial Crimes Enforcement Network (FinCen)

“FINCEN Statement on Providing Banking Services to MSBs,” Financial Crimes Enforcement
Network, 10 November 2014, http://www.fincen.gov/news_room/nr/html/20141110.html

“Guidance to Money Services Businesses on Obtaining and Maintaining Banking Services,”
Financial Crimes Enforcement Network, April 26, 2014,
http://www.fincen.gov/statutes_regs/guidance/pdf/fincenadv04262005.pdf

Federal Deposit Insurance Corporation (FDIC)

“FDIC Memorandum to Supervisory Staff: Requirements for Deposit Account Terminations,
Federal Deposit Insurance Corporation, 28 January 2015,
http://remittancesgateway.org/index.php?option=com_docman&view=download&alias=366-
recent-regulatory-guidance-regarding-the-banking-of-remittance-companies&Iltemid=377

Understanding Bank De-risking 35


http://www.legislation.gov.uk/ukpga/2005/15/contents
http://www.legislation.gov.uk/uksi/2007/2157/contents/made
http://www.legislation.gov.uk/ukpga/2000/11/contents
http://www.jmlsg.org.uk/download/9752
http://www.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current
https://www.govtrack.us/congress/bills/113/hr4386/text
http://www.gpo.gov/fdsys/pkg/BILLS-107hr3162enr/pdf/BILLS-107hr3162enr.pdf
http://www.gpo.gov/fdsys/pkg/FR-2011-07-21/pdf/2011-18309.pdf
http://www.fincen.gov/news_room/nr/html/20141110.html
http://www.fincen.gov/statutes_regs/guidance/pdf/fincenadv04262005.pdf
http://remittancesgateway.org/index.php?option=com_docman&view=download&alias=366-recent-regulatory-guidance-regarding-the-banking-of-remittance-companies&Itemid=377
http://remittancesgateway.org/index.php?option=com_docman&view=download&alias=366-recent-regulatory-guidance-regarding-the-banking-of-remittance-companies&Itemid=377

“Statement on Providing Banking Services,” Federal Deposit Insurance Corporation, 28 January
2015, https://www.fdic.gov/news/news/financial/2015/fil15005.html

Office of the Comptroller of the Currency

“Statement on Risk Management Associated with Money Service Businesses,” The Office of the
Comptroller of the Currency, 19 November 2014, http://www.occ.gov/news-
issuances/bulletins/2014/bulletin-2014-58.html

Wolfsberg Group

“Wolfsberg Anti-Money Laundering Principles for Correspondent Banking,” Wolfsberg Group,
2014, http://www.wolfsberg-principles.com/pdf/standards/Wolfsberg-Correspondent-Banking-
Principles-2014.pdf

“Wolfsberg Group Anti-Money Laundering Questionnaire,” Wolfsberg Group, 2014,
http://www.wolfsberg-principles.com/pdf/fhome/Wolfsberg-Anti-Money-Laundering-
Questionnaire-2014.pdf

“Wolfsberg Guidance on Mobile and Internet Payment Services (MIPS),” Wolfsberg Group,
2014, http://www.wolfsberg-principles.com/pdf/home/Wolfsberg-Group-MIPS-Paper-2014.pdf

“Wolfsberg Statement: Guidance on a Risk Based Approach for Managing Money Laundering
Risks,” Wolfsberg Group, 2006, http://www.wolfsberg-
principles.com/pdf/standards/Wolfsberg_RBA_Guidance_%282006%29.pdf

GOVERNMENT REPORTS AND
SOURCES

“The 9/11 Commission Report,” 9/11 Commission, 22 July 2004, http://www.9-
11commission.gov/report/911Report.pdf

Andrea Leadsom, “House of Commons Debates 9 September 2014,” UK Parliament, Column
279WH, 9 September 2014,
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002
.htm#14090959000271

“Anti-money laundering annual report,” Financial Conduct Authority, January 2014,
http://www.fca.org.uk/static/documents/corporate/anti-money-laundering-annual-report-13-
14.pdf

“Banks’ Management of High Money Laundering Risk Situations,” Financial Services Authority,
June 2011, http://www.fsa.gov.uk/pubs/other/aml_final_report.pdf

“BNP Paribas Agrees To Plead Guilty and To Pay $8.9 Billion for lllegally Processing Financial
Transactions for Countries Subject to US Economic Sanctions,” Department of Justice, 30 June
2014, http://www.justice.gov/opa/pr/bnp-paribas-agrees-plead-guilty-and-pay-89-billion-illegally-
processing-financial

“Commissioner Jourova welcomes progress towards a stronger EU framework to combat
money laundering,” European Commission Statement, 10 February 2015,
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-
welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en

36 Understanding Bank De-risking


https://www.fdic.gov/news/news/financial/2015/fil15005.html
http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-58.html
http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-58.html
http://www.wolfsberg-principles.com/pdf/standards/Wolfsberg-Correspondent-Banking-Principles-2014.pdf
http://www.wolfsberg-principles.com/pdf/standards/Wolfsberg-Correspondent-Banking-Principles-2014.pdf
http://www.wolfsberg-principles.com/pdf/home/Wolfsberg-Anti-Money-Laundering-Questionnaire-2014.pdf
http://www.wolfsberg-principles.com/pdf/home/Wolfsberg-Anti-Money-Laundering-Questionnaire-2014.pdf
http://www.wolfsberg-principles.com/pdf/home/Wolfsberg-Group-MIPS-Paper-2014.pdf
http://www.wolfsberg-principles.com/pdf/standards/Wolfsberg_RBA_Guidance_%282006%29.pdf
http://www.wolfsberg-principles.com/pdf/standards/Wolfsberg_RBA_Guidance_%282006%29.pdf
http://www.9-11commission.gov/report/911Report.pdf
http://www.9-11commission.gov/report/911Report.pdf
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271
http://www.fca.org.uk/static/documents/corporate/anti-money-laundering-annual-report-13-14.pdf
http://www.fca.org.uk/static/documents/corporate/anti-money-laundering-annual-report-13-14.pdf
http://www.fsa.gov.uk/pubs/other/aml_final_report.pdf
http://www.justice.gov/opa/pr/bnp-paribas-agrees-plead-guilty-and-pay-89-billion-illegally-processing-financial
http://www.justice.gov/opa/pr/bnp-paribas-agrees-plead-guilty-and-pay-89-billion-illegally-processing-financial
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en

Dahabshiil Transfer Services Limited and Barclays Bank PLC, Neutral Citation Number: [2013]
EWHC 3379 (ch), Case Number HC12E04616, High Court of Justice, Chancery Division, 11
May 2013, http://buddlefindlay.com/static/Dahabshiil. pdf

“The Financial Crisis Inquiry Report: Final Report of the National Commission on the Causes of
the Financial and Economic Crisis in the United States,” Financial Crisis Inquiry Commission
Pursuant to Public Law 111-21, January 2011, http://fcic-static.law.stanford.edu/cdn_media/fcic-
reports/fcic_final_report_full.pdf

“Money Services Business Registration Fact Sheet,” Financial Crimes Enforcement Network,
https://www.fincen.gov/financial_institutions/msb/pdf/FinCENfactsheet.pdf

“MSB Registrant Search,” Financial Crimes Enforcement Network,
http://www.fincen.gov/financial_institutions/msb/msbstateselector.html

“Terrorism Financing in Australia 2014,” Australian Transaction Reports and Analysis Centre,
http://www.austrac.gov.au/publications/corporate-publications-and-reports/terrorism-financing-
australia-2014

“US Money Laundering Threat Assessment,” Department of Treasury, December 2005
http://www.treasury.gov/resource-center/terrorist-illicit-finance/Documents/mita.pdf

PUBLIC STATEMENTS

“FATF Clarifies risk-based approach case-by-case, not wholesale de-risking,” Financial Action
Task Force, 23 October 2014, http://www.fatf-gafi.org/documents/news/rba-and-de-risking.html|

“G20 Leaders’ Communiqué Brisbane Summit,” 15-16 November 2014, https://g20.org/wp-
content/uploads/2014/12/brisbane_g20_leaders_summit_communiquel.pdf

“G20 Leaders Declaration,” G20 Meeting, Los Cabos, Mexico, 18-19 June 2012, http://www.afi-
global.org/sites/default/files/publications/g20_leaders_declaration_2012.pdf

Madalitso Mandiwa, “Access to Financial Services in Malawi: Policies and Challenges,” United
Nations Conference on Trade and Development, Expert Meeting on the Impact of Access to
Financial Services, Including by Highlighting the Impact on Remittances on Development:
Economic Empowerment of Women and Youth, 12-14 November 2014,
http://unctad.org/meetings/en/Presentation/ciem6_2014 Malawi_en.pdf

“Presentation to investors and analysts,” Macquarie Bank, 2 May 2014,
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-
relations/events-and-presentations/documents/2014/full-year-result/fyl14-mgl-
presentation.pdf?v=7

“The danger of driving both illicit markets and financial exclusion,” Remarks from Financial
Action Task Force President Roger Wilkins AO, delivered at the 6" Annual International
Conference on Financial Crime and Terrorism Financing, Kuala Lumpur, 8 October 2014,
http://www.fatf-gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-
exclusion.html

Thomas Curry, Comptroller of the Currency, “Remarks Before the Association of Certified Anti-
Money Laundering Specialists,” Hollywood, Florida, 17 March 2014, http://www.occ.gov/news-
issuances/speeches/2014/pub-speech-2014-39.pdf

Understanding Bank De-risking 37


http://buddlefindlay.com/static/Dahabshiil.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_full.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_full.pdf
https://www.fincen.gov/financial_institutions/msb/pdf/FinCENfactsheet.pdf
http://www.fincen.gov/financial_institutions/msb/msbstateselector.html
http://www.austrac.gov.au/publications/corporate-publications-and-reports/terrorism-financing-australia-2014
http://www.austrac.gov.au/publications/corporate-publications-and-reports/terrorism-financing-australia-2014
http://www.treasury.gov/resource-center/terrorist-illicit-finance/Documents/mlta.pdf
http://www.fatf-gafi.org/documents/news/rba-and-de-risking.html
https://g20.org/wp-content/uploads/2014/12/brisbane_g20_leaders_summit_communique1.pdf
https://g20.org/wp-content/uploads/2014/12/brisbane_g20_leaders_summit_communique1.pdf
http://www.afi-global.org/sites/default/files/publications/g20_leaders_declaration_2012.pdf
http://www.afi-global.org/sites/default/files/publications/g20_leaders_declaration_2012.pdf
http://unctad.org/meetings/en/Presentation/ciem6_2014_Malawi_en.pdf
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7
http://www.fatf-gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-exclusion.html
http://www.fatf-gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-exclusion.html
http://www.occ.gov/news-issuances/speeches/2014/pub-speech-2014-39.pdf
http://www.occ.gov/news-issuances/speeches/2014/pub-speech-2014-39.pdf

RESEARCH STUDIES AND REPORTS

“2013 FDIC National Survey of Unbanked and Underbanked Households,” Federal Deposit
Insurance Corporation, October 2014, https://www.fdic.gov/householdsurvey/2013report.pdf

Alyssa Peterson, “Predatory Payday Lending: Its Effects and How to Stop It,” Center for
American Progress, 20 August 2013, https://cdn.americanprogress.org/wp-
content/uploads/2013/08/PredatoryLending-brief-1.pdf

“An Avalanche of Regulation,” American Bankers Association, 2014,
http://www.aba.com/issues/index/documents/2014regburdeninfographic.pdf

Andrew Leyshon, Shaun French, and Paola Signoretta, “Financial exclusion and the geography
of bank and building society branch closure in Britain,” Transactions of the Institute of British
Geographers 33, no. 4, http://onlinelibrary.wiley.com/doi/10.1111/j.1475-5661.2008.00323.x/pdf

Anna Paulson et al., “Financial Access for Immigrants: Lessons from Diverse Perspectives,”
Federal Reserve Bank of Chicago and the Brookings Institute, May 2006,
http://www.brookings.edu/~/media/research/files/reports/2006/5/demographics-
paulson/20060504 _financialaccess.pdf

Anne Ritchie, "Community-Based Financial Organizations: A Solution to Access in Remote
Rural Areas?" World Bank, 1 January 2007,
http://siteresources.worldbank.org/INTARD/Resources/combasedfinance.pdf

Apanard (Penny) Prabha and Minoli Ratnatunga, “Undergound Lending: Submerging Asia?”
Milken Institute, April 2014,
http://assets1b.milkeninstitute.org/assets/Publication/ResearchReport/PDF/Underground -
Lending-Asia.pdf

Asli Demirgiic-Kunt and Leora Klapper, "Measuring Financial Inclusion: Explaining Variation in
Use of Financial Services Across and Within Countries," Brookings Institute, 1 January 2013,
http://www.brookings.edu/~/media/Projects/BPEA/Spring-2013/2013a_klapper.pdf?la=en

Asli Demirgiic-Kunt and Leora Klapper, “Measuring Financial Inclusion: The Global Findex
Database,” World Bank, April 2012, http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-
6025 (Subscription required)

“Banking on Change: Breaking the Barriers to Financial Inclusion,” Barclays,
http://www.barclays.com/content/dam/barclayspublic/docs/Citizenship/banking-on-change.pdf

Barbara Magnoni and Jennifer Powers, “Pure Perseverance: A Study of Women's Small
Businesses in Colombia,” Inter-American Development Bank and FOMIN, 2013,
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=38010274.

Barbara Magnoni, Annette Lovoi, Julia Brown, and Rebecca Thornton, “Risks Across Borders: A
Study of the Potential of Microinsurance Products to Help Migrants Cope with Cross Border
Risks,” Inter-American Development Bank and FOMIN, September 2010,
http://issuu.com/idb_publications/docs/working_en_9406.

Beth A. Wilkinson and Alex Young K. Oh, “The Principals of Federal Prosecution of Business
Organizations: A Ten-Year Anniversary Perspective,” NYSBA Inside 27, no. 2, Fall 2009,
http://www.paulweiss.com/media/1497187/pw_nysba_oct09.pdf

“Beyond Boundaries: How To Drive Regulatory Coherence,” British Bankers Association, 17
October 2013, https://www.bba.org.uk/news/press-releases/new-bba-report-beyond-
boundaries-how-to-drive-regulatory-coherence/#.VL8eXCvF-Sp

38 Understanding Bank De-risking


https://www.fdic.gov/householdsurvey/2013report.pdf
https://cdn.americanprogress.org/wp-content/uploads/2013/08/PredatoryLending-brief-1.pdf
https://cdn.americanprogress.org/wp-content/uploads/2013/08/PredatoryLending-brief-1.pdf
http://www.aba.com/issues/index/documents/2014regburdeninfographic.pdf
http://onlinelibrary.wiley.com/doi/10.1111/j.1475-5661.2008.00323.x/pdf
http://www.brookings.edu/%7E/media/research/files/reports/2006/5/demographics-paulson/20060504_financialaccess.pdf
http://www.brookings.edu/%7E/media/research/files/reports/2006/5/demographics-paulson/20060504_financialaccess.pdf
http://siteresources.worldbank.org/INTARD/Resources/combasedfinance.pdf
http://assets1b.milkeninstitute.org/assets/Publication/ResearchReport/PDF/Underground%20-Lending-Asia.pdf
http://assets1b.milkeninstitute.org/assets/Publication/ResearchReport/PDF/Underground%20-Lending-Asia.pdf
http://www.brookings.edu/%7E/media/Projects/BPEA/Spring-2013/2013a_klapper.pdf?la=en
http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
http://www.barclays.com/content/dam/barclayspublic/docs/Citizenship/banking-on-change.pdf
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=38010274
http://issuu.com/idb_publications/docs/working_en_9406
http://www.paulweiss.com/media/1497187/pw_nysba_oct09.pdf
https://www.bba.org.uk/news/press-releases/new-bba-report-beyond-boundaries-how-to-drive-regulatory-coherence/%23.VL8eXCvF-Sp
https://www.bba.org.uk/news/press-releases/new-bba-report-beyond-boundaries-how-to-drive-regulatory-coherence/%23.VL8eXCvF-Sp

Diana E. Murphy, “The Federal Sentencing Guidelines for Organizations: A Decade of
Promoting Compliance and Ethics,” United States Sentencing Commission, January 2002,
http://www.ussc.gov/sites/default/files/pdf/training/organizational-guidelines/selected-
articles/Murphy1.pdf

“Eighth Survey on Correspondent Banking in Euro,” European Central Bank, Payment and
Settlement Systems Committee, April 2013,
http://www.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee8
6c863f372ed58dd70dd41a7dbele6

Era Dabla-Norris, Yan Ji, Robert Townsend, and D. Filiz Unsal, “Identifying Constraints to
Financial Inclusion and Their Impact on GDP and Inequality: A Structural Framework for Policy,”
IMF Working Paper 15/22, January 2015,
http://www.imf.org/external/pubs/ft/iwp/2015/wp15F22.pdf

“Global Financial Stability Report: Risk Taking, Liquidity, and Shadow Banking; Curbing Access
While Promoting Growth,” International Monetary Fund, October 2014,
http://www.imf.org/external/pubs/ft/gfsr/2014/02/pdf/text.pdf

“Global Shadow Banking Monitoring Report 2014,” Financial Stability Board, 30 October 2014,
http://www.financialstabilityboard.org/wp-content/uploads/r_141030.pdf?page_moved=1

Gustav Ranis, Frances Stewart and Alejandro Ramirez, “Economic Growth and Human
Development,” World Development 28, no. 2, 197-219, 2000,
http://www.econ.yale.edu/~granis/papers/cp0546.pdf

“Hanging by a Thread: The Ongoing Threat to Somalia’s Remittance Lifeline,” Adeso, Oxfam,
Global Center on Cooperative Security Report, 19 February 2015,
https://lwww.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-hanging-by-thread-
somalia-remittances-190215-en.pdf

Helen Parry, “Money laundering and Sanctions Compliance—A Survey of Global Trends,”
Thomson Reuters, June 2014, https://risk.thomsonreuters.com/sites/default/files/GRC01413.pdf

“Integrity in Mobile Phone Financial Services: Measures for Mitigating Risks from Money
Laundering and Terrorist Financing,” World Bank Working Paper no. 146,
http://siteresources.worldbank.org/INTAML/Resources/WP146_Web.pdf

“Issues in the Governance of Central Banks,” Central Bank Governance Group, May 2009,
http://www.bis.org/publ/othp04.pdf

James Bullard, Christopher J. Neely, and David C. Wheelock, “Systemic Risk and the Financial
Crisis: A Primer,” Federal Reserve Bank of St. Louis Review, September/October, Part 1 2009,
http://research.stlouisfed.org/publications/review/09/09/part1/Bullard.pdf. P. 403-419

Jason Perry and Patrick de Fontnouvelle, “Measuring Reputational Risk: The Market Reaction
to Operational Loss Announcements,” Federal Reserve Bank of Boston, October 2005,
https://www.bostonfed.org/bankinfo/gau/research/papers/jppd1005.pdf

J.C. Kim, et. al., “Understanding the Impact of a Microfinance-Based Intervention on Women'’s
Empowerment and the Reduction of Intimate Partner Violence in South Africa,” American
Journal of Public Health 97 (10): 1794-1802, 2007,
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC1994170/

Jennifer Powers and Barbara Magnoni, “A Business To Call Her Own: Identifying, Analyzing
and Overcoming Constraints to Women’s Small Businesses in Latin America and the
Caribbean,” Inter-American Development Bank and FOMIN, April 2010,
https://publications.iadb.org/bitstream/handle/11319/6252/A%20Business%20t0%20Call%20He

Understanding Bank De-risking 39


http://www.ussc.gov/sites/default/files/pdf/training/organizational-guidelines/selected-articles/Murphy1.pdf
http://www.ussc.gov/sites/default/files/pdf/training/organizational-guidelines/selected-articles/Murphy1.pdf
http://www.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee86c863f372ed58dd70dd41a7dbe1e6
http://www.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee86c863f372ed58dd70dd41a7dbe1e6
http://www.imf.org/external/pubs/ft/wp/2015/wp1522.pdf
http://www.imf.org/external/pubs/ft/gfsr/2014/02/pdf/text.pdf
http://www.financialstabilityboard.org/wp-content/uploads/r_141030.pdf?page_moved=1
http://www.econ.yale.edu/%7Egranis/papers/cp0546.pdf
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-hanging-by-thread-somalia-remittances-190215-en.pdf
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-hanging-by-thread-somalia-remittances-190215-en.pdf
https://risk.thomsonreuters.com/sites/default/files/GRC01413.pdf
http://siteresources.worldbank.org/INTAML/Resources/WP146_Web.pdf
http://www.bis.org/publ/othp04.pdf
http://research.stlouisfed.org/publications/review/09/09/part1/Bullard.pdf.%20P.%20403-419
https://www.bostonfed.org/bankinfo/qau/research/papers/jppd1005.pdf
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC1994170/
https://publications.iadb.org/bitstream/handle/11319/6252/A%20Business%20to%20Call%20Her%20Own%3a%20Identifying%2c%20Analyzing%20and%20Overcoming%20Constraints%20to%20Women%C2%BFs%20Small%20Businesses%20in%20Latin%20America%20and%20the%20Caribbean.pdf?sequence=1

r%200wn%3a%?20ldentifying%2c%20Analyzing%20and%200vercoming%20Constraints%20to
%20Women%C2%BFs%20Small%20Businesses%20in%20Latin%20America%20and%20the%
20Caribbean.pdf?sequence=1

Joe Valenti and Deirdre Heiss, “Financial Access in a Brave New Banking World,” Center for
American Progress, October 2013, https://cdn.americanprogress.org/wp-
content/uploads/2013/10/FreeCheckingReport.pdf

Jordi Xifra and Enric Ordeix, “Managing Reputational Risk in an Economic Downturn: The Case
of Banco Santander,” Public Relations Review, 2009,
http://www.academia.edu/9577716/Managing_reputational_risk_in_an_economic_downturn_Th
e _case_of Banco_Santander (Registration required)

Kathleen Beegle, Rajeev Dehejia, and Roberta Gatti, “Child Labor, Crop Shocks, and Credit
Constraints,” NBER Working Paper no. 10088, November 2003,
http://www.nber.org/papers/w10088.pdf

Kathleen Burke, Jonathan Lanning, Jesse Leary, and Jialan Wang, “CFPB Data Point: Payday
Lending,” Consumer Financial Protection Bureau, March 2014,
http://files.consumerfinance.gov/f/[201403_cfpb_report_payday-lending.pdf

“KPMG Global Anti-Money Laundering Survey,” KPMG LLP, 2014,
http://www.kpmg.com/KY/en/IssuesAndinsights/ArticlesPublications/Publishinglmages/global-
anti-money-laundering-survey-v3.pdf

Emiko Todoroki, Wameek Noor, Kuntay Celik, and Anoma Kulathunga, “Making Remittances
Work: balancing financial integrity and inclusion,” World Bank, 29 May 2014,
https://openknowledge.worldbank.org/bitstream/handle/10986/18551/884820PUB0Box300EPI2
101090May292014.pdf?sequence=1

Mark Napier, Claire Melamed, Georgia Taylor, and Thomas Jaeggi, “Promoting Women'’s
Financial Inclusion: A Toolkit,” Department for International Development, February 2013,
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promotin
g-womens-financial-inclusion-toolkit.pdf

Mark Pitt, and Shahidur Khandker, “The Impact of Group-Based Credit Programs on Poor
Households in Bangladesh: Does the Gender of Participants Matter?” Journal of Political
Economy 106, no. 5 (October 1998): 958-996,
http://darp.lse.ac.uk/frankweb/courses/EC501/pittkhandker.pdf

“Needed, A Holistic Approach to Reputation Risk Management in Banks,” Finacle, 2012,
https://www.academia.edu/10740644/Needed_A Holistic_Approach_to_Reputation_Risk _Mana
gement_in_Banks_Needed_a_holistic_approach_to_reputation_risk_management_in_banks
(Registration Required)

Niketa Mukherjee, Stefano Zambon, and Hakan Lucius, “Do Banks Manage Reputational Risk?
A Case Study of European Investment Banking,”
https://fp7.portals.mbs.ac.uk/Portals/59/docs/KNPapers2/Do_banks_manage_Reputational_Ris
k.pdf

N.M. Argent and F.F. Rolley, “Financial Exclusion in Rural and Remote New South Wales,
Australia: A Geography of Bank Branch Rationalisation,” Australian Geographical Studies 38,
no. 2, http://onlinelibrary.wiley.com/doi/10.1111/1467-8470.00110/abstract

Paul Makin and Dick Clark, “Safer Corridor for Remittances,” FSD Africa, April 2014,
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/306312/Safe-
corridors-Remittance-technology-options.pdf

40 Understanding Bank De-risking


https://cdn.americanprogress.org/wp-content/uploads/2013/10/FreeCheckingReport.pdf
https://cdn.americanprogress.org/wp-content/uploads/2013/10/FreeCheckingReport.pdf
http://www.academia.edu/9577716/Managing_reputational_risk_in_an_economic_downturn_The_case_of_Banco_Santander
http://www.academia.edu/9577716/Managing_reputational_risk_in_an_economic_downturn_The_case_of_Banco_Santander
http://www.nber.org/papers/w10088.pdf
http://files.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf
http://www.kpmg.com/KY/en/IssuesAndInsights/ArticlesPublications/PublishingImages/global-anti-money-laundering-survey-v3.pdf
http://www.kpmg.com/KY/en/IssuesAndInsights/ArticlesPublications/PublishingImages/global-anti-money-laundering-survey-v3.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/18551/884820PUB0Box300EPI2101090May292014.pdf?sequence=1
https://openknowledge.worldbank.org/bitstream/handle/10986/18551/884820PUB0Box300EPI2101090May292014.pdf?sequence=1
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promoting-womens-financial-inclusion-toolkit.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promoting-womens-financial-inclusion-toolkit.pdf
http://darp.lse.ac.uk/frankweb/courses/EC501/pittkhandker.pdf
https://www.academia.edu/10740644/Needed_A_Holistic_Approach_to_Reputation_Risk_Management_in_Banks_Needed_a_holistic_approach_to_reputation_risk_management_in_banks
https://www.academia.edu/10740644/Needed_A_Holistic_Approach_to_Reputation_Risk_Management_in_Banks_Needed_a_holistic_approach_to_reputation_risk_management_in_banks
https://fp7.portals.mbs.ac.uk/Portals/59/docs/KNPapers2/Do_banks_manage_Reputational_Risk.pdf
https://fp7.portals.mbs.ac.uk/Portals/59/docs/KNPapers2/Do_banks_manage_Reputational_Risk.pdf
http://onlinelibrary.wiley.com/doi/10.1111/1467-8470.00110/abstract
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/306312/Safe-corridors-Remittance-technology-options.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/306312/Safe-corridors-Remittance-technology-options.pdf

“Payday Loans and Deposit Advance Products: A White Paper of Initial Data Findings,”
Consumer Financial Protection Bureau, 24 April 2013,
http://ffiles.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf

Rajeev Dehejia and Roberta Gatti, “Child Labor: The Role of Income Variability and Credit
Constraints Across Countries,” NBER Working Paper no. 9018, June 2002,
http://users.nber.org/~rdehejia/papers/dehejia_gatti.pdf

Robert Cull, Tilman Ehrbeck, and Nina Holle, “Financial Inclusion and Development: Recent
Impact and Evidence,” CGAP Focus Note no. 92, April 2014,
http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-Development-April-
2014.pdf

“Safer Corridors Rapid Assessment,” Beechwood International, September 2013,
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/283826/SAFER _
CORRIDORS_RAPID_ASSESSMENT__2013__SOMALIA____UK_BANKING.PDF

Stacey English and Susannah Hammond, “The Rising Costs of Non-Compliance: From the end
of a career to the end of a firm,” Thomson Reuters Accelus, November 2014,
http://accelus.thomsonreuters.com/sites/default/files/GRC01700.pdf

Thomas Beck, Asli Demirgii¢c-Kunt, and Ross Levine, “Finance, Inequality, and Poverty: Cross-
Country Evidence,” NBER Working Paper 10979, December 2004,
http://www.nber.org/papers/w10979.pdf

Tom Keatinge, “Uncharitable Behaviour,” DEMOS, 2014,
http://www.demos.co.uk/filessDEMOSuncharitablebehaviourREPORT.pdf?1419986873

Victoria Metcalfe-Hough, Tom Keatinge, and Sara Pantuliano, “UK humanitarian aid in the age
of counter-terrorism: perceptions and reality,” Humanitarian Policy Group at ODI, Working
Paper, March 2015, http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-
files/9479.pdf

William J. Brown, “Understanding Reputational Risk: Identify, Measure, and Mitigate the Risk,”
Federal Reserve Bank of Philadelphia, SRC Insights, Fourth Quarter, 2007,
http://www.philadelphiafed.org/bank-resources/publications/src-insights/2007/fourth-
quarter/g4sil_07.cfm

TRADE PUBLICATIONS

“Banks in Talks with Regulators over Loosening Privacy Laws,” Financial Times, 22 January
2014, http://www.ft.com/intl/fastft/267102/financial-abandonment-fears-banks-end-ties-with-
local-lenders (subscription required)

Brian Monroe and Colby Adams, “Financial Institutions Paid Sharply More for AML Infractions in
2012, Data Shows,” Association of Certified Anti-Money Laundering Specialists, 4 June 2013,
http://www?2.acams.org/webmail/8572/361337941/2bdb107¢c6¢33761302f879751d26b0fb

Bukola Adisa, “AML De-Risking: An Effective Method of Plugging AML Control Failures?”
Association of Certified Anti-Money Laundering Specialists, August 2014,
http://www.acams.org/aml-white-paper-bukola-adisa/

“Does One Bad Apple Spoil the Bunch?” ACAMS Today, 11 November 2014, http://www.safe-
banking.com/DownloadDocument.ashx?document|D=108

“Drive Carefully,” The Economist, 22 November 2010,
http://www.economist.com/node/17493486

Understanding Bank De-risking 41


http://files.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf
http://users.nber.org/%7Erdehejia/papers/dehejia_gatti.pdf
http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-Development-April-2014.pdf
http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-Development-April-2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/283826/SAFER_CORRIDORS_RAPID_ASSESSMENT__2013__SOMALIA___UK_BANKING.PDF
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/283826/SAFER_CORRIDORS_RAPID_ASSESSMENT__2013__SOMALIA___UK_BANKING.PDF
http://accelus.thomsonreuters.com/sites/default/files/GRC01700.pdf
http://www.nber.org/papers/w10979.pdf
http://www.demos.co.uk/files/DEMOSuncharitablebehaviourREPORT.pdf?1419986873
http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/9479.pdf
http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/9479.pdf
http://www.philadelphiafed.org/bank-resources/publications/src-insights/2007/fourth-quarter/q4si1_07.cfm
http://www.philadelphiafed.org/bank-resources/publications/src-insights/2007/fourth-quarter/q4si1_07.cfm
http://www.ft.com/intl/fastft/267102/financial-abandonment-fears-banks-end-ties-with-local-lenders
http://www.ft.com/intl/fastft/267102/financial-abandonment-fears-banks-end-ties-with-local-lenders
http://www2.acams.org/webmail/8572/361337941/2bdb107c6c33761302f879751d26b0fb
http://www.acams.org/aml-white-paper-bukola-adisa/
http://www.safe-banking.com/DownloadDocument.ashx?documentID=108
http://www.safe-banking.com/DownloadDocument.ashx?documentID=108
http://www.economist.com/node/17493486

“Financial Fraud,” United States Attorney’s Bulletin 59, no. 4, September 2010,
http://www.justice.gov/sites/default/files/usao/legacy/2010/10/05/usab5805.pdf

lan McKendry, “Banks Face No-Win Scenario on AML 'De-Risking™ American Banker, 17
November 2014, http://www.americanbanker.com/news/regulation-reform/banks-face-no-win-
scenario-on-aml-de-risking-1071271-1.html

Jonathan Guthrie, “Escalating fines make banks red line countries that need money most,”
Financial Times, 18 September 2014, http://www.ft.com/intl/cms/s/0/e7f4eb7a-3f24-11e4-a861-
00144feabdc0.html#axzz3PQ5wan8B (subscription required)

Jonathan Marino, “NY Investigators Have Flagged 'millions' of Potentially lllegal Money
Laundering Transactions—All at One Bank,” Business Insider, 25 February 2015,
http://www.businessinsider.com/ny-investigators-millions-potential-money-laundering-
transactions-2015-2

Katherine Hille and Tom Braithwaite, “Russian threat to retaliate over JPMorgan block,”
Financial Times, 1 April 2014, http://www.ft.com/intl/cms/s/0/2603afd6-b9d4-11e3-957a-
00144feabdc0.html#axzz3U1HU7L6P (subscription required)

Mark Holan, “Capital One To Cut All Ties with Cash-Checking Industry,” Washington Business
Journal, 6 August 2014, http://www.bizjournals.com/washington/blog/2014/08/capital-one-to-cut-
all-ties-with-cash-checking.html

Mark Thompson and Evan Perez, “BNP Paribas to Pay Nearly $9 Billion Penalty,” CNN Money,
30 June 2014, http://money.cnn.com/2014/06/30/investing/bnp-paribas-sanctions-fine/

Martin Arnold, “Barclays and remittance group reach deal on Somalia services,” Financial
Times, 16 April 2014, http://www.ft.com/cms/s/0/54aca3a4-c557-11e3-89a9-
00144feabdc0.html#axzz3UORK8R2c (subscription required)

Martin Arnold, “Fines on banks hit poor states’ access to cash, says Nomura,” Financial Times,
18 September 2014, http://www.ft.com/intl/cms/s/O/dbbd42a6-3e9a-11e4-adef-
00144feabdc0.html#axzz3PQ5wan8B (subscription required)

Martin Arnold and Jennifer Hughes, “Strategies shift as regulators renew scrutiny of bank
compliance,” Financial Times, 21 August 2014, http://www.ft.com/intl/cms/s/0/5279ef02-289d-
11e4-8bda-00144feabdcO.html#axzz3PQ5wan8B (subscription required)

Martin Arnold and Sam Fleming, “Regulation: Banks count the risk and reward,” Financial
Times, 13 November 2014, http://www.ft.com/intl/cms/s/0/9df378a2-66bb-11e4-91ab-
00144feabdc0.html#axzz3PQ5wan8B (subscription required)

“Money Service Businesses—YVictims of the Risk-Based Approach?,” ACAMS Today, 11
November 2014, http://www.acamstoday.org/money-services-businesses-victims-of-the-risk-
based-approach/“Monitoring Correspondent Banking Activity—Risks, Challenges, and
Typologies,” Telavance, Insight 2, vol. 2, April 2012,
http://www.telavance.com/documents/April_2012_Telavance_Insight.pdf

“Poor Correspondents,” The Economist, 14 June 2014,
http://www.economist.com/news/finance-and-economics/21604183-big-banks-are-cutting-
customers-and-retreating-markets-fear

Randall Mikkelsen, “Bankers Say ‘Derisking’ Underway Amid Sanctions Crackdown; That's the
Point, US Regulator Says,” Thomson Reuters, 3 October 2014,
http://blog.thomsonreuters.com/index.php/bankers-say-derisking-underway-amid-sanctions-
crackdown-thats-the-point-u-s-regulator-says/

42 Understanding Bank De-risking


http://www.justice.gov/sites/default/files/usao/legacy/2010/10/05/usab5805.pdf
http://www.americanbanker.com/news/regulation-reform/banks-face-no-win-scenario-on-aml-de-risking-1071271-1.html
http://www.americanbanker.com/news/regulation-reform/banks-face-no-win-scenario-on-aml-de-risking-1071271-1.html
http://www.ft.com/intl/cms/s/0/e7f4eb7a-3f24-11e4-a861-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/e7f4eb7a-3f24-11e4-a861-00144feabdc0.html%23axzz3PQ5wan8B
http://www.businessinsider.com/ny-investigators-millions-potential-money-laundering-transactions-2015-2
http://www.businessinsider.com/ny-investigators-millions-potential-money-laundering-transactions-2015-2
http://www.ft.com/intl/cms/s/0/2603afd6-b9d4-11e3-957a-00144feabdc0.html%23axzz3U1HU7L6P
http://www.ft.com/intl/cms/s/0/2603afd6-b9d4-11e3-957a-00144feabdc0.html%23axzz3U1HU7L6P
http://www.bizjournals.com/washington/blog/2014/08/capital-one-to-cut-all-ties-with-cash-checking.html
http://www.bizjournals.com/washington/blog/2014/08/capital-one-to-cut-all-ties-with-cash-checking.html
http://money.cnn.com/2014/06/30/investing/bnp-paribas-sanctions-fine/
http://www.ft.com/cms/s/0/54aca3a4-c557-11e3-89a9-00144feabdc0.html%23axzz3U0RK8R2c
http://www.ft.com/cms/s/0/54aca3a4-c557-11e3-89a9-00144feabdc0.html%23axzz3U0RK8R2c
http://www.ft.com/intl/cms/s/0/dbbd42a6-3e9a-11e4-adef-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/dbbd42a6-3e9a-11e4-adef-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/5279ef02-289d-11e4-8bda-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/5279ef02-289d-11e4-8bda-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/9df378a2-66bb-11e4-91ab-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/9df378a2-66bb-11e4-91ab-00144feabdc0.html%23axzz3PQ5wan8B
http://www.telavance.com/documents/April_2012_Telavance_Insight.pdf
http://www.economist.com/news/finance-and-economics/21604183-big-banks-are-cutting-customers-and-retreating-markets-fear
http://www.economist.com/news/finance-and-economics/21604183-big-banks-are-cutting-customers-and-retreating-markets-fear
http://blog.thomsonreuters.com/index.php/bankers-say-derisking-underway-amid-sanctions-crackdown-thats-the-point-u-s-regulator-says/
http://blog.thomsonreuters.com/index.php/bankers-say-derisking-underway-amid-sanctions-crackdown-thats-the-point-u-s-regulator-says/

Rebecca Brace, “Money-Service Businesses Seek New Banking Suitors as Regulations Bite,”
EuroMoney, 19 June 2013, http://www.euromoney.com/Article/3220753/Money-service-
businesses-seek-new-banking-suitors-as-regulations-bite.html

Samuel Rubenfeld, “First Bank of Delaware Loses Charter Over AML Problems,” Wall Street
Journal, 19 November 2012, http://blogs.wsj.com/corruption-currents/2012/11/19/first-bank-of-
delaware-loses-charter-over-aml-problems/

Samuel Rubenfeld, “Officials Extoll Money Service Businesses Amid ‘De-Risking’ Drive,” Wall
Street Journal, 14 January 2015, http://blogs.wsj.com/riskandcompliance/2015/01/14/officials-
extoll-money-service-businesses-amid-bank-de-risking-drive/ (subscription required)

MEDIA COVERAGE

Aaron Arnold, “Big Banks and Their Game of Risk,” Bulletin of the Atomic Scientists, 20 January
2015, http://thebulletin.org/big-banks-and-their-game-risk7941

Adam Baron, "US Treasury Labels Prominent Yemeni Politician a Terrorist,” Christian Science
Monitor, 3 February 2014, http://www.csmonitor.com/World/Security-Watch/2014/0203/US-
Treasury-labels-prominent-Yemeni-politician-a-terrorist

Andrea Perera, “Starbucks Campaign: Anatomy of a win,” Oxfam America, 1 November 2007,
http://www.oxfamamerica.org/explore/stories/starbucks-campaign-anatomy-of-a-win/

Anna Yukhananov and Aruna Viswanatha, “Regulators Look To Punish Bankers for Money
Laundering,” Reuters, 7 March 2013, http://www.reuters.com/article/2013/03/07/us-banks-
moneylaundering-idUSBRE9260SQ20130307

Aruna Viswanatha, “HSBC became bank to drug cartels, pays big for lapses,” Reuters, 11
December 2012, http://lwww.reuters.com/article/2012/12/12/hsbc-settlement-
idUSL4ANO9L1YE20121212

“Banks Refuse Money Transfer Business,” Turks and Caicos Weekly News, 23 February 2015,
http://tcweeklynews.com/banks-refuse-money-transfer-business-p5914-127.htm.

“Chinese Yuan Now Top 5 major International Payment Currency,” 28 January 2015, Reuters,
http://rt.com/business/227031-yuan-top-5-payment-swift/

Claudio Gatti, and John Eligon. "Iranian Dealings Lead to a Fine for Credit Suisse," New York
Times, 15 December 2009, http://www.nytimes.com/2009/12/16/business/16bank.htmI?_r=0

Jack Healy, “Legal Marijuana Faces Another Federal Hurdle: Taxes,” New York Times, 9 May
2015, http://www.nytimes.com/2015/05/10/us/politics/legal-marijuana-faces-another-federal-
hurdle-taxes.html?_r=0

Dominic Laurie, “HSBC Closes Some Muslim Groups' Accounts,” BBC News, 30 July 2014,
http://www.bbc.com/news/business-28553921

Dominic Rushe, “Standard Chartered Fined $300m by US Financial Watchdog,” Guardian, 20
August 2014, http://www.theguardian.com/business/2014/aug/20/standard-chartered-fined-
300m-money-laundering-compliance

Gretchen Morgenson and Louise Story, “In Financial Crisis, No Prosecutions of Top Figures,”
New York Times, 14 April 2011,
http://www.nytimes.com/2011/04/14/business/14prosecute.html?pagewanted=all

Understanding Bank De-risking 43


http://www.euromoney.com/Article/3220753/Money-service-businesses-seek-new-banking-suitors-as-regulations-bite.html
http://www.euromoney.com/Article/3220753/Money-service-businesses-seek-new-banking-suitors-as-regulations-bite.html
http://blogs.wsj.com/corruption-currents/2012/11/19/first-bank-of-delaware-loses-charter-over-aml-problems/
http://blogs.wsj.com/corruption-currents/2012/11/19/first-bank-of-delaware-loses-charter-over-aml-problems/
http://blogs.wsj.com/riskandcompliance/2015/01/14/officials-extoll-money-service-businesses-amid-bank-de-risking-drive/
http://blogs.wsj.com/riskandcompliance/2015/01/14/officials-extoll-money-service-businesses-amid-bank-de-risking-drive/
http://thebulletin.org/big-banks-and-their-game-risk7941
http://www.csmonitor.com/World/Security-Watch/2014/0203/US-Treasury-labels-prominent-Yemeni-politician-a-terrorist
http://www.csmonitor.com/World/Security-Watch/2014/0203/US-Treasury-labels-prominent-Yemeni-politician-a-terrorist
http://www.oxfamamerica.org/explore/stories/starbucks-campaign-anatomy-of-a-win/
http://www.reuters.com/article/2013/03/07/us-banks-moneylaundering-idUSBRE9260SQ20130307
http://www.reuters.com/article/2013/03/07/us-banks-moneylaundering-idUSBRE9260SQ20130307
http://www.reuters.com/article/2012/12/12/hsbc-settlement-idUSL4N09L1YE20121212
http://www.reuters.com/article/2012/12/12/hsbc-settlement-idUSL4N09L1YE20121212
http://tcweeklynews.com/banks-refuse-money-transfer-business-p5914-127.htm
http://rt.com/business/227031-yuan-top-5-payment-swift/
http://www.nytimes.com/2009/12/16/business/16bank.html?_r=0
http://www.nytimes.com/2015/05/10/us/politics/legal-marijuana-faces-another-federal-hurdle-taxes.html?_r=0
http://www.nytimes.com/2015/05/10/us/politics/legal-marijuana-faces-another-federal-hurdle-taxes.html?_r=0
http://www.bbc.com/news/business-28553921
http://www.theguardian.com/business/2014/aug/20/standard-chartered-fined-300m-money-laundering-compliance
http://www.theguardian.com/business/2014/aug/20/standard-chartered-fined-300m-money-laundering-compliance
http://www.nytimes.com/2011/04/14/business/14prosecute.html?pagewanted=all

Haron Siddique, “More UK Bank Accounts Held by Muslim Organisations Risk Closure,”
Guardian, 10 August 2014, http://www.theguardian.com/business/2014/aug/10/hsbc-muslim-
accounts-close

Jill Treanor, “Queen’s Banker Fined for Poor Money Laundering Checks,” Guardian, 26 March
2012, http://www.theguardian.com/business/2012/mar/26/coutts-fined-money-laundering-
checks

Joe Dyke, “Analysis: NGOs and Anti-terror Laws—How To Keep Your Bank Manager Happy,”
IRIN News, 31 December 2014, http://www.irinnews.org/report/100980/analysis-ngos-and-anti-
terror-laws-how-to-keep-your-bank-manager-happy

Jonathan Stempel, “TD Bank To Pay $52.5 Million in U.S. Settlements over Ponzi Scheme,”
Reuters, 23 September 2013, http://www.reuters.com/article/2013/09/23/us-tdbank-settlement-
ponzi-idUSBRE98M10Y20130923

Linda Greenhouse, “Justices Reject Auditor Verdict in Enron Scandal,” New York Times, 1 June
2005, http://www.nytimes.com/2005/06/01/business/justices-reject-auditor-verdict-in-enron-
scandal.html

Mariana Mazzucato, “The Innovative State,” Foreign Affairs, January/February 2015,
http://www.foreignaffairs.com/articles/142496/mariana-mazzucato/the-innovative-state

Mark Tran, “Somali Remittances: Dahabshiil granted Barclays reprieve,” Guardian, 5 November
2013, http://mww.theguardian.com/global-development/2013/nov/05/somali-remittances-
dahabshiil-barclays-bank

Natalie O'Brien, “International Money Transfer Businesses Launch Class Action Against
Westpac,” Sydney Morning Herald, 23 November 2014,
http://www.smh.com.au/national/international-money-transfer-businesses-launch-class-action-
against-westpac-20141122-11rs0t.html

Niyi Aderibigbe, “Banking Africa’s Unbanked Population Is Not the Solution To Improved
Inclusion,” Ventures, 23 February 2015, http://www.ventures-africa.com/2015/02/banking-
africas-unbanked-population-is-not-the-solution-to-improved-inclusion/

Polly Mosendz, “JP Morgan Really Upset the Russian Foreign Ministry By Obeying Bank
Sanctions,” Wire, 2 April 2014, http://www.thewire.com/global/2014/04/jpmorgan-really-upset-
the-russian-foreign-ministry/360068/

Rajeev Syal, “Drug Money Saved Banks in Global Crisis, Claims UN Advisor,” Guardian, 12
December 2009, http://www.theguardian.com/global/2009/dec/13/drug-money-banks-saved-un-
cfief-claims

Roberto Saviano, “Where the Mob Keeps Its Money,” New York Times, 25 August 2012,
http://www.nytimes.com/2012/08/26/opinion/sunday/where-the-mob-keeps-its-money.html|

Sewell Chan, “Financial Crisis Was Avoidable, Inquiry Finds,” New York Times, 25 January
2011, http://www.nytimes.com/2011/01/26/business/economy/26inquiry.html?_r=0

Swati Pandey, “Australia’s Westpac To Quit Remittance Business by March 31,” Reuters, 22
December 2014, http://www.reuters.com/article/2014/12/22/australia-remittances-westpac-
idUSL3NOU61NF20141222

Terence O’Hara, “Riggs Bank Agrees to Guilty Plea And Fine,” Washington Post, 28 January
2005. http://www.washingtonpost.com/wp-dyn/articles/A41584-2005Jan27.html

“The Poor are Different,” The Economist, 20 April 2012.
http://www.economist.com/blogs/feastandfamine/2012/04/banking-developing-world

44 Understanding Bank De-risking


http://www.theguardian.com/business/2014/aug/10/hsbc-muslim-accounts-close
http://www.theguardian.com/business/2014/aug/10/hsbc-muslim-accounts-close
http://www.theguardian.com/business/2012/mar/26/coutts-fined-money-laundering-checks
http://www.theguardian.com/business/2012/mar/26/coutts-fined-money-laundering-checks
http://www.irinnews.org/report/100980/analysis-ngos-and-anti-terror-laws-how-to-keep-your-bank-manager-happy
http://www.irinnews.org/report/100980/analysis-ngos-and-anti-terror-laws-how-to-keep-your-bank-manager-happy
http://www.reuters.com/article/2013/09/23/us-tdbank-settlement-ponzi-idUSBRE98M10Y20130923
http://www.reuters.com/article/2013/09/23/us-tdbank-settlement-ponzi-idUSBRE98M10Y20130923
http://www.nytimes.com/2005/06/01/business/justices-reject-auditor-verdict-in-enron-scandal.html
http://www.nytimes.com/2005/06/01/business/justices-reject-auditor-verdict-in-enron-scandal.html
http://www.foreignaffairs.com/articles/142496/mariana-mazzucato/the-innovative-state
http://www.theguardian.com/global-development/2013/nov/05/somali-remittances-dahabshiil-barclays-bank
http://www.theguardian.com/global-development/2013/nov/05/somali-remittances-dahabshiil-barclays-bank
http://www.smh.com.au/national/international-money-transfer-businesses-launch-class-action-against-westpac-20141122-11rs0t.html
http://www.smh.com.au/national/international-money-transfer-businesses-launch-class-action-against-westpac-20141122-11rs0t.html
http://www.ventures-africa.com/2015/02/banking-africas-unbanked-population-is-not-the-solution-to-improved-inclusion/
http://www.ventures-africa.com/2015/02/banking-africas-unbanked-population-is-not-the-solution-to-improved-inclusion/
http://www.thewire.com/global/2014/04/jpmorgan-really-upset-the-russian-foreign-ministry/360068/
http://www.thewire.com/global/2014/04/jpmorgan-really-upset-the-russian-foreign-ministry/360068/
http://www.theguardian.com/global/2009/dec/13/drug-money-banks-saved-un-cfief-claims
http://www.theguardian.com/global/2009/dec/13/drug-money-banks-saved-un-cfief-claims
http://www.nytimes.com/2012/08/26/opinion/sunday/where-the-mob-keeps-its-money.html
http://www.nytimes.com/2011/01/26/business/economy/26inquiry.html?_r=0
http://www.reuters.com/article/2014/12/22/australia-remittances-westpac-idUSL3N0U61NF20141222
http://www.reuters.com/article/2014/12/22/australia-remittances-westpac-idUSL3N0U61NF20141222
http://www.washingtonpost.com/wp-dyn/articles/A41584-2005Jan27.html
http://www.economist.com/blogs/feastandfamine/2012/04/banking-developing-world

Tracey Kitten, “JPMorgan Chase Fines Exceed $2 Billion,” BankInfoSecurity, 7 January 2014,
http://www.bankinfosecurity.com/chase-a-6356/op-1

Zach Carter and Shahien Nasiripour, “The Fed Just Acknowledged Its Too Big to Jail Policy,”
Huffington Post, 21 November 2014, http://www.huffingtonpost.com/2014/11/21/fed-too-big-to-
jail_n_6201476.html

CASE STUDIES

Banking marijuana businesses in the US

“BSA Expectations Regarding Marijuana-Related Business,” Financial Crimes Enforcement
Network, 14 February 2014, http://www.fincen.gov/statutes_regs/guidance/pdf/FIN-2014-
GO001.pdf

“CBA Statement Regarding DOJ and Treasury Guidance on Marijuana and Banking,” Colorado
Bankers Association, 14 February 2014, http://cloudfront-
assets.reason.com/assets/db/13926500993160.pdf

“Guidance Regarding Marijuana Enforcement,” US Department of Justice, 29 August 2013,
http://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf

Jacob Sullum, “Marijuana Money Is Still a Pot of Trouble for Banks,” Forbes, 18 September
2014, http://lwww.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-
neighborhood-marijuana-merchants/

Kevin Wack, “More Than 100 Banks, Credit Unions Serving Pot Business: Feds,” American
Banker, 11 August 2014, http://www.americanbanker.com/issues/179_154/more-than-100-
banks-credit-unions-serving-pot-businesses-feds-1069331-1.html

Matt Ferner, “Legal Marijuana Is the Fastest-Growing Industry in the US,” Huffington Post, 26
January 2015, http://www.huffingtonpost.com/2015/01/26/marijuana-industry-fastest-
growing_n_6540166.html

Matt Richtel, “The First Bank of Bud,” New York Times, 5 February 2015,
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-
own-bank-waits-on-the-fed.html

“State Marijuana Laws Map,” Governing, 24 February 2015, http://www.governing.com/gov-
data/state-marijuana-laws-map-medical-recreational.html

Responses to foreigh embassy account closures

Frank Keating, Remarks to Hillary Clinton, 18 January 2011,
https://www.aba.com/aba/documents/news/ClintonGeithnerLetter11811.pdf

“Interagency Advisory: Guidance on Accepting Accounts from Foreign Embassies, Consulates
and Missions,” Federal Deposit Insurance Corporation, 24 March 2011,
https://lwww.fdic.gov/news/news/financial/2011/fil11017a.htmlJoe Palazzolo, and Matthias
Rieker, “Lenders Pressed on Embassy Banking,” Wall Street Journal, 17 April 2012,
http://www.wsj.com/articles/SB10001424052702304818404577350171935104982 (subscription
required)

Josh Rogin, “37 Embassies in Washington Face Banking Crisis,” Foreign Policy, 19 November
2010, http://foreignpolicy.com/2010/11/19/37-embassies-in-washington-face-banking-crisis/

Understanding Bank De-risking 45


http://www.bankinfosecurity.com/chase-a-6356/op-1
http://www.huffingtonpost.com/2014/11/21/fed-too-big-to-jail_n_6201476.html
http://www.huffingtonpost.com/2014/11/21/fed-too-big-to-jail_n_6201476.html
http://www.fincen.gov/statutes_regs/guidance/pdf/FIN-2014-G001.pdf
http://www.fincen.gov/statutes_regs/guidance/pdf/FIN-2014-G001.pdf
http://cloudfront-assets.reason.com/assets/db/13926500993160.pdf
http://cloudfront-assets.reason.com/assets/db/13926500993160.pdf
http://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf
http://www.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-neighborhood-marijuana-merchants/
http://www.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-neighborhood-marijuana-merchants/
http://www.americanbanker.com/issues/179_154/more-than-100-banks-credit-unions-serving-pot-businesses-feds-1069331-1.html
http://www.americanbanker.com/issues/179_154/more-than-100-banks-credit-unions-serving-pot-businesses-feds-1069331-1.html
http://www.huffingtonpost.com/2015/01/26/marijuana-industry-fastest-growing_n_6540166.html
http://www.huffingtonpost.com/2015/01/26/marijuana-industry-fastest-growing_n_6540166.html
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-own-bank-waits-on-the-fed.html
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-own-bank-waits-on-the-fed.html
http://www.governing.com/gov-data/state-marijuana-laws-map-medical-recreational.html
http://www.governing.com/gov-data/state-marijuana-laws-map-medical-recreational.html
https://www.aba.com/aba/documents/news/ClintonGeithnerLetter11811.pdf
https://www.fdic.gov/news/news/financial/2011/fil11017a.html
http://www.wsj.com/articles/SB10001424052702304818404577350171935104982
http://foreignpolicy.com/2010/11/19/37-embassies-in-washington-face-banking-crisis/

Kramer Reed, “Africa: Angola and 16 Other African Missions Facing US Bank Account
Closures,” All Africa, 16 November 2010, http://allafrica.com/stories/201011160010.html

Robin Sidel and Glen R. Simpson, “PNC’s Acquisition of Riggs Bank Is Expected to Get Easy
Approval,” Wall Street Journal, 19 July 2004,
http://www.wsj.com/articles/SB108998023382665787 (subscription required)

Operation Choke Point

Alan Zibel and Brent Kendall, “Probe Turns Up Heat on Banks,” Wall Street Journal, 7 August
2013, http://lwww.wsj.com/articles/SB10001424127887323838204578654411043000772
(subscription required)

“Memorandum to all FDIC Supervisory Staff,” Federal Deposit Insurance Corporation,
http://www.aba.com/Compliance/Documents/FDICMemo-DepositTerminations2015.pdf

“Statement on Providing Banking Services,” Federal Deposit Insurance Corporation, January
28, 2015, https://www.fdic.gov/news/news/financial/2015/fil15005.pdf

“The Department of Justice’s ‘Operation Choke Point’; lllegally Choking Off Legitimate
Businesses?” Committee on Oversight and Government Reform, 29 May 2014,
http://oversight.house.gov/wp-content/uploads/2014/05/Staff-Report-Operation-Choke-
Point1.pdf

William Isaac, “How Operation Choke Point Hurts the Unbanked,” American Banker, 4
November 2014, http://www.americanbanker.com/bankthink/how-operation-choke-point-hurts-
the-unbanked-1071015-1.html

Nationwide Mortgage Licensing System

“Background on Professional Standards,” NMLS Resource Center,
http://mortgage.nationwidelicensingsystem.org/profreq/pages/profregbackground.aspx

Office of the Comptroller of the Currency, “Low-Income Housing Tax Credits: Affordable
Housing Investment Opportunities for Banks,” Community Developments Insights, March 2014,
http://www.occ.gov/topics/community-affairs/publications/insights/insights-low-income-housing-
tax-credits.pdf

“Title V—S.A.F.E. Mortgage Licensing Act,” Public Law 110-289, 30 July 2008,
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_19673.pdf

Cryptocurrency and other technology-based solutions

Erik Heinrich, “The Apparent M-Pesa Monopoly May Be Set To Crumble,” Fortune, 27 June
2014, http://fortune.com/2014/06/27/m-pesa-kenya-mobile-payments-competition/

“Hawala: The Working Man’s Bitcoin,” Priceonomics, 7 February 2014,
http://priceonomics.com/hawala-the-working-mans-bitcoin/

Kim Zetter, “Bitcoin Exchange Operator Sentenced to 4 Years for Silk Road Transactions,”
Wired, 21 January 2015, http://www.wired.com/2015/01/bitcoin-exchange-operator-sentenced-
4-years-silk-road-transactions/

Marc Santora, William Rashbaum, and Nicole Perlroth, “Online Currency Exchange Accused of
Laundering $6 Billion,” New York Times, 28 May 2013,

46 Understanding Bank De-risking


http://allafrica.com/stories/201011160010.html
http://www.wsj.com/articles/SB108998023382665787
http://www.wsj.com/articles/SB10001424127887323838204578654411043000772
http://www.aba.com/Compliance/Documents/FDICMemo-DepositTerminations2015.pdf
https://www.fdic.gov/news/news/financial/2015/fil15005.pdf
http://oversight.house.gov/wp-content/uploads/2014/05/Staff-Report-Operation-Choke-Point1.pdf
http://oversight.house.gov/wp-content/uploads/2014/05/Staff-Report-Operation-Choke-Point1.pdf
http://www.americanbanker.com/bankthink/how-operation-choke-point-hurts-the-unbanked-1071015-1.html
http://www.americanbanker.com/bankthink/how-operation-choke-point-hurts-the-unbanked-1071015-1.html
http://mortgage.nationwidelicensingsystem.org/profreq/pages/profreqbackground.aspx
http://www.occ.gov/topics/community-affairs/publications/insights/insights-low-income-housing-tax-credits.pdf
http://www.occ.gov/topics/community-affairs/publications/insights/insights-low-income-housing-tax-credits.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_19673.pdf
http://fortune.com/2014/06/27/m-pesa-kenya-mobile-payments-competition/
http://priceonomics.com/hawala-the-working-mans-bitcoin/
http://www.wired.com/2015/01/bitcoin-exchange-operator-sentenced-4-years-silk-road-transactions/
http://www.wired.com/2015/01/bitcoin-exchange-operator-sentenced-4-years-silk-road-transactions/

http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-money-
laundering.html?pagewanted=all

Michael Casey, “Bitcoin's Plunge Bites ‘Miners™ Wall Street Journal, 14 January 2015,
http://www.wsj.com/articles/bitcoins-plunge-bites-miners-1421281616 (subscription required)

Michael Casey and Paul Vigna, “Bitcoin and the Digital-Currency Revolution,” Wall Street
Journal, 23 January 2015, http://www.wsj.com/articles/the-revolutionary-power-of-digital-
currency-1422035061 (subscription required)

Nathanial Popper and Sydney Ember, “Winkelvoss Twins Aim To Take Bitcoin Mainstream,”
DealBook, 22 January 2015, http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-
take-bitcoin-mainstream-with-a-regulated-exchange/

“Technology in the Fight against Money Laundering in the New Digital Currency Age,” Thomson
Reuters, June 2013, http://accelus.thomsonreuters.com/sites/default/files/GRC00403_0.pdf

“The Digital Economy: Potential, Perils, and Promises,” Digital Economy Task Force, March
2014, http://www.europeanfinancialcoalition.eu/private10/images/document/8.pdf

“What Can You Buy with Bitcoin?” CoinDesk, 17 February 2015,
http://www.coindesk.com/information/what-can-you-buy-with-bitcoins/

Safe Corridor and Safe Harbor projects

Andrea Leadsom, “House of Commons Debates 9 September 2014,” UK Parliament, Column
279WH, 9 September 2014,
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002
.htm#14090959000271

Elaine Moore, “UK Plans Safe Corridor for Somalia,” Financial Times, 13 October 2013,
http://www.ft.com/intl/cms/s/0/c6aceel6-31b7-11e3-al6d-00144feab7de.html#axzz3T027LJE].
(subscription required)

Other sources

Center for Global Development, “Unintended Consequences of Rich Countries’ Anti-Money
Laundering Policies on Poor Countries,” http://www.cgdev.org/working-group/unintended-
consequences-anti-money-laundering-combating-financing-terrorism

“Creating Opportunity with Peru’s UNICAs,” United National Secretary-General's Special
Advocate for Inclusive Finance for Development, 19 September 2014,
http://www.unsgsa.org/resources/impact-stories/creating-opportunity-perus-unicas/

“FATF Public Statement, Improving Global AML/CFT Compliance: Ongoing Process,” Financial
Action Task Force, October 24, 2014, http://www.fatf-gafi.org/topics/high-riskandnon-
cooperativejurisdictions/documents/fatf-compliance-oct-2014.html

Financial Inclusion Strategy Peer Learning Working Group, Alliance for Financial Inclusion,
http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-
strategy-peer-learning-group-fisplg

Juan Zarate, Treasury's War: The Unleashing of a New Era of Financial Warfare. New York:
Public Affairs, 2013.

Letter from Arturo Andrade, Vice President of Cash Management, Merchants Bank of California,
N.A., 27 January 2015, on file.

Understanding Bank De-risking 47


http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-money-laundering.html?pagewanted=all
http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-money-laundering.html?pagewanted=all
http://www.wsj.com/articles/bitcoins-plunge-bites-miners-1421281616
http://www.wsj.com/articles/the-revolutionary-power-of-digital-currency-1422035061
http://www.wsj.com/articles/the-revolutionary-power-of-digital-currency-1422035061
http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-take-bitcoin-mainstream-with-a-regulated-exchange/
http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-take-bitcoin-mainstream-with-a-regulated-exchange/
http://accelus.thomsonreuters.com/sites/default/files/GRC00403_0.pdf
http://www.europeanfinancialcoalition.eu/private10/images/document/8.pdf
http://www.coindesk.com/information/what-can-you-buy-with-bitcoins/
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271
http://www.ft.com/intl/cms/s/0/c6acee16-31b7-11e3-a16d-00144feab7de.html%23axzz3T027LJEj
http://www.cgdev.org/working-group/unintended-consequences-anti-money-laundering-combating-financing-terrorism
http://www.cgdev.org/working-group/unintended-consequences-anti-money-laundering-combating-financing-terrorism
http://www.unsgsa.org/resources/impact-stories/creating-opportunity-perus-unicas/
http://www.fatf-gafi.org/topics/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-oct-2014.html
http://www.fatf-gafi.org/topics/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-oct-2014.html
http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-strategy-peer-learning-group-fisplg
http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-strategy-peer-learning-group-fisplg

“Money Service Businesses/Financial Service Providers/Payment Institutions Access to Banking
Services, Facilities and Relationships: The Proper Risk Based Approach,” Draft Position Paper,
International Alliance of MSB/FSP/PI Associations, 30 January 2015, on file.

“Results of GAO Remittances Survey,” National Money Transmitters Association, Inc., 26
January 2015, on file.

48 Understanding Bank De-risking



NOTES

! Asli Demirgiic-Kunt and Leora Klapper, “Measuring Financial Inclusion: The Global Findex Database,” World Bank
Policy Research Working Paper 6025, April 2012, 2. http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
(Subscription required)

242013 FDIC National Survey of Unbanked and Underbanked Households,” Federal Deposit Insurance Corporation,
October 2014, 4. https://www.fdic.gov/householdsurvey/2013report.pdf

3 Alyssa Peterson, “Predatory Payday Lending: Its Effects and How To Stop It,” Center for American Progress, 20
August 2013, https://cdn.americanprogress.org/wp-content/uploads/2013/08/PredatoryLending-brief-1.pdf

* “Payday Loans and Deposit Advance Products: A White Paper of Initial Data Findings,” Consumer Financial Protection
Bureau, 24 April 2013, 9, http://files.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf

® Kathleen Burke et al., “CFPB Data Point: Payday Lending,” Consumer Financial Protection Bureau, March 2014, 4,
http://ffiles.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf

6 Apanard Prabha and Minoli Ratnatunga, “Underground Lending: Submerging Emerging Asia?” Milken Institute, April
2014, http://assets1b.milkeninstitute.org/assets/Publication/ResearchReport/PDF/Underground-Lending-Asia.pdf

" Swati Pandey, “Australia’s Westpac to quit remittance business by March 31,” Reuters, December 22, 2014,
http://www.reuters.com/article/2014/12/22/australia-remittances-westpac-idUSL3NOU61NF20141222

8 Martin Arnold, “Barclays and remittance group reach deal on Somalia services,” Financial Times, 16 April 2014,
http://www.ft.com/cms/s/0/54aca3a4-c557-11e3-89a9-00144feabdcO.html#axzz3UORK8R2c (subscription required)

° “Hanging by a Thread: The Ongoing Threat to Somalia’s Remittance Lifeline.” Adeso, Oxfam, Global Center on
Cooperative Security, 19 February 2015, 4. https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-
hanging-by-thread-somalia-remittances-190215-en.pdf

1% Robert Cull, Tilman Ehrbeck, and Nina Holle, “Financial Inclusion and Development: Recent Impact and Evidence,”
CGAP Focus Note 92, April 2014, 4, http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-
Development-April-2014.pdf

™ |bid., 6.
2 |bid., 6.

'3 Demirgiic-Kunt and Klapper, 2012, op. cit., 2; see also “The Poor are Different,” The Economist, 20 April 2012.
http://www.economist.com/blogs/feastandfamine/2012/04/banking-developing-world.

* Anna Paulson, Audrey Singer, Robin Newburger, and Jeremy Smith, “Financial Access for Immigrants: Lessons from
Diverse Perspectives,” Federal Reserve Bank of Chicago and The Brookings Institute, May 2006, P. 16.
http://www.brookings.edu/~/media/research/files/reports/2006/5/demographics-
paulson/20060504_financialaccess.pdf.

!5 «Gender, Migration and Remittances,” International Organization for Migration, accessed 22 July 2015,
https://lwww.iom.int/sites/default/files/about-iom/Gender-migration-remittances-infosheet.pdf

'® Based on the report of the Financial Crisis Inquiry Commission, which concluded that “widespread failures in financial
regulation and supervision proved devastating to the stability of the nation’s financial markets” due in part to the
widely held belief that financial institutions’ self-preservation instincts would result in self-regulation that would shield
them from fatal risk-taking. “The Financial Crisis Inquiry Report: Final Report of the National Commission on the
Causes of the Financial and Economic Crisis in the United States,” Financial Crisis Inquiry Commission Pursuant to
Public Law 111-21, January 2011, xviii-xix, http:/fcic-static.law.stanford.edu/cdn_media/fcic-
reports/fcic_final_report_full.pdf

m Rajeev Syal, “Drug money saved banks in global crisis, claims UN advisor,” Guardian, 12 December 2009,
http://www.theguardian.com/global/2009/dec/13/drug-money-banks-saved-un-cfief-claims

'8 Gretchen Morgenson and Louise Story, “In Financial Crisis, No Prosecutions of Top Figures,” New York Times, 14
April 2011, http://Aww.nytimes.com/2011/04/14/business/14prosecute.html?pagewanted=all

% “The 9/11 Commission Report,” 9/11 Commission, 22 July 2004, 499, http://www.9-
11commission.gov/report/911Report.pdf

% Association of Certified Anti-Money Laundering Specialists, “Money Service Businesses—Victims of the Risk-Based
Approach?,” ACAMS Today, 11 November 2014, http://www.acamstoday.org/money-services-businesses-victims-
of-the-risk-based-approach/.

2L “Monitoring Correspondent Banking Activity—Risks, Challenges, and Typologies,” Telavance, Insight 2, vol. 2, April
2012, 2-4, http://www.telavance.com/documents/April_2012_Telavance_Insight.pdf

22 Katherine Hille and Tom Braithwaite, “Russian threat to retaliate over JPMorgan block,” Financial Times, 1 April 2014,
http://www.ft.com/intl/cms/s/0/2603afd6-b9d4-11e3-957a-00144feabdcO.html#axzz3U1HU7L6P (subscription
required)

% Joe Palazzolo and Matthias Rieker, "Lenders Pressed on Embassy Banking," Wall Street Journal, 17 April 2012.
http://www.wsj.com/articles/SB10001424052702304818404577350171935104982 (subscription required)

Understanding Bank De-risking 49


http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
https://www.fdic.gov/householdsurvey/2013report.pdf
https://cdn.americanprogress.org/wp-content/uploads/2013/08/PredatoryLending-brief-1.pdf
http://files.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf
http://files.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf
http://assets1b.milkeninstitute.org/assets/Publication/ResearchReport/PDF/Underground-Lending-Asia.pdf
http://www.reuters.com/article/2014/12/22/australia-remittances-westpac-idUSL3N0U61NF20141222
http://www.ft.com/cms/s/0/54aca3a4-c557-11e3-89a9-00144feabdc0.html%23axzz3U0RK8R2c
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-hanging-by-thread-somalia-remittances-190215-en.pdf
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-hanging-by-thread-somalia-remittances-190215-en.pdf
http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-Development-April-2014.pdf
http://www.cgap.org/sites/default/files/FocusNote-Financial-Inclusion-and-Development-April-2014.pdf
http://www.economist.com/blogs/feastandfamine/2012/04/banking-developing-world
http://www.brookings.edu/%7E/media/research/files/reports/2006/5/demographics-paulson/20060504_financialaccess.pdf
http://www.brookings.edu/%7E/media/research/files/reports/2006/5/demographics-paulson/20060504_financialaccess.pdf
https://www.iom.int/sites/default/files/about-iom/Gender-migration-remittances-infosheet.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_full.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_full.pdf
http://www.theguardian.com/global/2009/dec/13/drug-money-banks-saved-un-cfief-claims
http://www.nytimes.com/2011/04/14/business/14prosecute.html?pagewanted=all
http://www.9-11commission.gov/report/911Report.pdf
http://www.9-11commission.gov/report/911Report.pdf
http://www.acamstoday.org/money-services-businesses-victims-of-the-risk-based-approach/
http://www.acamstoday.org/money-services-businesses-victims-of-the-risk-based-approach/
http://www.telavance.com/documents/April_2012_Telavance_Insight.pdf
http://www.ft.com/intl/cms/s/0/2603afd6-b9d4-11e3-957a-00144feabdc0.html%23axzz3U1HU7L6P
http://www.wsj.com/articles/SB10001424052702304818404577350171935104982

# Adam Baron, “US Treasury Labels Prominent Yemeni Politician a Terrorist,” Christian Science Monitor, 3 February
2014, http:/lwww.csmonitor.com/World/Security-Watch/2014/0203/US-Treasury-labels-prominent-Yemeni-politician-
a-terrorist. Further examples include the KindHearts Case and the Holy Land Foundation. For more information on
KindHearts case, please see http://www.charityandsecurity.org/litigation/KindHearts_Timeline. For more information
on the Holy Land Foundation, please see http://www.nytimes.com/2008/11/25/us/25charity.html?_r=0

% Tom Keatinge, “Uncharitable Behaviour,” Demos, 2014, 41,
http://www.demos.co.uk/filessDEMOSuncharitablebehaviourREPORT.pdf?1419986873

%6 “Banks’ management of high money-laundering risk situations,” Financial Services Authority, June 2011, 4,
http://www.fsa.gov.uk/pubs/other/aml_final_report.pdf

#" Dahabshiil Transfer Services Limited and Barclays Bank PLC, Neutral Citation Number: [2013] EWHC 3379 (ch),
Case Number HC12E04616, High Court of Justice, Chancery Division, Mr. Justice Henderson, 11 May 2013,
paragraphs 19-23, http://buddlefindlay.com/static/Dahabshiil. pdf

% |bid.

 “poor correspondents,” Economist, 14 June 2014, http://www.economist.com/news/finance-and-
economics/21604183-big-banks-are-cutting-customers-and-retreating-markets-fear

% “KPMG Global Anti-Money Laundering Survey,” KPMG LLP, 2014, 13,
http://www.kpmg.com/KY/en/IssuesAndInsights/ArticlesPublications/Publishinglmages/global-anti-money-
laundering-survey-v3.pdf

3 Martin Arnold and Jennifer Hughes, “Strategies shift as regulators renew scrutiny of bank compliance,” Financial
Times, 21 August 2014, http://www.ft.com/intl/cms/s/0/5279ef02-289d-11e4-8bda-
00144feabdc0.html#axzz3PQ5wan8B (subscription required)

% Karen Khadi, Nicholas Moore, and Patrick Upfold, “Presentation to investors and analysts,” Macquarie Group Limited,
2 May 2014, http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-
and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7

% Arnold and Hughes, op. cit.
3 KPMG LLP, op. cit.

% «An Avalanche of Regulation,” American Bankers Association, 2014,
http://www.aba.com/issues/index/documents/2014regburdeninfographic.pdf

% Brian Monroe and Colby Adams, "Financial Institutions Paid Sharply More for AML Infractions in 2012, Data Shows,"
ACAMS, 4 June 2013.

%" Aruna Viswanatha, "HSBC To Pay $1.9 Billion US Fine in Money-Laundering Case," Reuters, 10 December 2012,
http://www.reuters.com/article/2012/12/11/us-hsbhc-probe-idUSBRE8BA05M20121211

¥ Stacey English and Susannah Hammond, “The Rising Costs of Non-Compliance: From the End of a Career to the
End of a Firm,” Thomson Reuters Accelus, November 2014, 8,
https://risk.thomsonreuters.com/sites/default/files/GRC01700.pdf.

3 Zach Carter and Shahien Nasiripour, "The Fed Just Acknowledged Its Too Big to Jail Policy," Huffington Post, 21
November 2014, http://www.huffingtonpost.com/2014/11/21/fed-too-big-to-jail_n_6201476.html

* Viswanatha, op. cit.

“° Brian Monroe and Colby Adams, "Financial Institutions Paid Sharply More for AML Infractions in 2012, Data Shows,"
Association of Certified Anti-Money Laundering Specialists, 4 June 2013,
http://www2.acams.org/webmail/8572/361337941/2bdb107c6c33761302f879751d26b0fb

! English and Hammond, op. cit., 4, 9.
2 Ibid., 10.

* Ibid.

* Ibid., 4, 10.

“* Ibid., 8.

6 Andrea Perera, “Starbucks Campaign: Anatomy of a Win,” Oxfam America, 1 November 2007,
http://lwww.oxfamamerica.org/explore/stories/starbucks-campaign-anatomy-of-a-win/

47 «Starbucks and Our Relationship with Ethiopian Coffee Farmers,” Starbucks, 14 November 2006,
https://news.starbucks.com/news/starbucks-and-our-relationship-with-ethiopian-coffee-farmers

“8 Carter and Nasiripour, 2014, op. cit.

“ Linda Greenhouse, "Justices Unanimously Overturn Conviction of Arthur AndersenReject Auditor Verdict in Enron
Scandal," New York Times, 31 May June 2005, http://www.nytimes.com/2005/06/01/business/justices-reject-
auditor-verdict-in-enron-scandal.html.

* English and Hammond, op. cit., 9.
% Ibid., 4-5.

%2 BNP is the result of a merger of two state-owned banks in 1996. In 1982, Paribas was nationalized as part of a
broader nationalization program. BNP Paribas was formed in 2000 as the result of a merger between BNP and
Paribas, following the re-privatization of both banks, in 1993 and 1987, respectively.

5% “BNP Paribas Agrees to Plead Guilty and To Pay $8.9 Billion for Illegally Processing Financial Transactions for
Countries Subject to US Economic Sanctions,” Department of Justice, 30 June 2014,
http://www.justice.gov/opa/pr/bnp-paribas-agrees-plead-guilty-and-pay-89-billion-illegally-processing-financial

50 Understanding Bank De-risking


http://www.csmonitor.com/World/Security-Watch/2014/0203/US-Treasury-labels-prominent-Yemeni-politician-a-terrorist
http://www.csmonitor.com/World/Security-Watch/2014/0203/US-Treasury-labels-prominent-Yemeni-politician-a-terrorist
http://www.charityandsecurity.org/litigation/KindHearts_Timeline
http://www.nytimes.com/2008/11/25/us/25charity.html?_r=0
http://www.demos.co.uk/files/DEMOSuncharitablebehaviourREPORT.pdf?1419986873
http://www.fsa.gov.uk/pubs/other/aml_final_report.pdf
http://buddlefindlay.com/static/Dahabshiil.pdf
http://www.economist.com/news/finance-and-economics/21604183-big-banks-are-cutting-customers-and-retreating-markets-fear
http://www.economist.com/news/finance-and-economics/21604183-big-banks-are-cutting-customers-and-retreating-markets-fear
http://www.kpmg.com/KY/en/IssuesAndInsights/ArticlesPublications/PublishingImages/global-anti-money-laundering-survey-v3.pdf
http://www.kpmg.com/KY/en/IssuesAndInsights/ArticlesPublications/PublishingImages/global-anti-money-laundering-survey-v3.pdf
http://www.ft.com/intl/cms/s/0/5279ef02-289d-11e4-8bda-00144feabdc0.html%23axzz3PQ5wan8B
http://www.ft.com/intl/cms/s/0/5279ef02-289d-11e4-8bda-00144feabdc0.html%23axzz3PQ5wan8B
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7
http://static.macquarie.com/dafiles/Internet/mgl/au/about-macquarie-group/investor-relations/events-and-presentations/documents/2014/full-year-result/fy14-mgl-presentation.pdf?v=7
http://www.aba.com/issues/index/documents/2014regburdeninfographic.pdf
http://www.reuters.com/article/2012/12/11/us-hsbc-probe-idUSBRE8BA05M20121211
https://risk.thomsonreuters.com/sites/default/files/GRC01700.pdf
http://www.huffingtonpost.com/2014/11/21/fed-too-big-to-jail_n_6201476.html
http://www2.acams.org/webmail/8572/361337941/2bdb107c6c33761302f879751d26b0fb
http://www.oxfamamerica.org/explore/stories/starbucks-campaign-anatomy-of-a-win/
https://news.starbucks.com/news/starbucks-and-our-relationship-with-ethiopian-coffee-farmers
http://www.nytimes.com/2005/06/01/business/justices-reject-auditor-verdict-in-enron-scandal.html
http://www.nytimes.com/2005/06/01/business/justices-reject-auditor-verdict-in-enron-scandal.html
http://www.justice.gov/opa/pr/bnp-paribas-agrees-plead-guilty-and-pay-89-billion-illegally-processing-financial

% English and Hammond, op.cit., 4-5, 12.
*® Department of Justice, 2014, op. cit.

% Martin Arnold and Sam Fleming, “Regulation: Banks count the risk and reward,” Financial Times, 13 November 2014,
http://www.ft.com/intl/cms/s/0/9df378a2-66bb-11e4-91ab-00144feabdcO.html#axzz3PQ5wan8B (subscription
required)

*" Financial Action Task Force, Accessed 15 December 2014, http://iwww.fatf-gafi.org/pages/aboutus/

%8 “EATF Recommendations,” February 2012, Financial Action Task Force, http://www.fatf-
gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf

% “EATF Guidance: Anti-Money Laundering and Terrorist Financing Measures and Financial Inclusion,” Financial Action
Task Force, February 2013, 5, http://www.fatf-
gafi.org/topics/financialinclusion/documents/revisedguidanceonamlcftandfinancialinclusion.htmi

8 “EATF Clarifies risk-based approach case-by-case, not wholesale de-risking” Financial Action Task Force, 23 October
2014, http:/iwww.fatf-gafi.org/documents/news/rba-and-de-risking.html

61 G20 members include Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan,
Republic of Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey, the UK, the US and the EU.

62 4G20 Leaders’ Communiqué Brisbane Summit,” 15-16 November 2014, https://g20.0rg/wp-
content/uploads/2014/12/brisbane_g20_leaders_summit_communiquel.pdf

%% Basel Committee members represent central banks and regulatory authorities in Argentina, Australia, Belgium, Brazil,
Canada, China, European Union, France, Germany, Hong Kong SAR, India, Indonesia, Italy, Japan, Korea,
Luxembourg, Mexico, the Netherlands, Russia, Saudi Arabia, Singapore, South Africa, Spain, Sweden, Switzerland,
Turkey, the UK and the US. Committee members from the UK include the Bank of England and the Prudential
Regulation Authority, and from the US members represent the Board of Governors of the Federal Reserve System,
the Federal Reserve Bank of New York, the Office of the Comptroller of the Currency (OCC), and the Federal
Deposit Insurance Corporation (FDIC).

8 “International regulatory framework for banks (Basel Il),” Bank for International Settlements,
http://www.bis.org/bcbs/basel3.htm?m=3%7C14%7C572

% Key regulators include: the US Department of the Treasury, which manages government revenue and oversees the
production of currency; the Financial Crimes Enforcement Network, the financial intelligence center housed within
the US Treasury; the Office of the Comptroller of the Currency, an independent department within the US Treasury
that regulates all national banks and savings associations; the Federal Reserve, the central bank of the US; and, as
a major financial center, often the Federal Reserve Bank of New York, which operates within the broader federal
reserve system

% The Economist, op. cit.

67 «Guidance to Money Services Businesses on Obtaining and Maintaining Banking Services,” Financial Crimes
Enforcement Network, the Board of Governors of the Federal Reserve System, the Federal Deposit Insurance
Corporation, the National Credit Union Administration, the Office of the Comptroller of the Currency, and the Office
of Thrift Supervision, 26 April 2005, http://www.fincen.gov/statutes_regs/guidance/pdf/fincenadv04262005.pdf

% «Statement on Providing Banking Services to MSBs,” Financial Crimes Enforcement Network, 10 November 2014,
http://lwww.fincen.gov/news_room/nr/pdf/20141110.pdf

% «Statement on Risk Management Associated with Money Service Businesses,” Office of the Comptroller of the
Currency, 19 November 2014, http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-58.html

™ Thomas Curry, Comptroller of the Currency, Speech, Association of Certified Anti-Money Laundering Specialists,
Hollywood, Florida, 17 March 2014, http://www.occ.gov/news-issuances/speeches/2014/pub-speech-2014-39.pdf

™ «proposal for a Directive of the European Parliament and of the Council on the prevention of the use of the financial
system for the purpose of money laundering and terrorist financing,” http://eur-lex.europa.eu/legal-
content/EN/ALL/?uri=CELEX:52013PC0045

2 “European Parliament backs stronger rules to combat money laundering and terrorism financing,” European
Commission, 20 May 2015, http://europa.eu/rapid/press-release_IP-15-5001_en.htm

® Commissioner Jourova welcomes progress towards a stronger EU framework to combat money laundering,”
European Commission Statement, 10 February 2015, https://ec.europa.eu/commission/2014-
2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-
money-laundering_en

™uDirective on Payment Services,” European Commission, accessed 28 July 2015,
http://ec.europa.eu/finance/payments/framework/index_en.htm

" “Updating payment service rules: MEPS do deal with the Council,” European Parliament, press release, 5 May 2015,
http://www.europarl.europa.eu/news/en/news-room/content/201505051PR50615/html/Updating-payment-service-
rules-MEPs-do-deal-with-the-Council

" «Guideline in Respect of Money Service Businesses,” Joint Money Laundering Steering Group, 2 July 2014,
http://lwww.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current

" “Eurther amendments to JMLSG Guidance,” Joint Money Laundering Steering Group, 21 November 2014,
http://www.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current

® Andrea Leadsom, “House of Commons Debates 9 September 2014,” UK Parliament, Column 279WH, 9 September
2014,
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm#14090959000
271

Understanding Bank De-risking 51


http://www.ft.com/intl/cms/s/0/9df378a2-66bb-11e4-91ab-00144feabdc0.html%23axzz3PQ5wan8B
http://www.fatf-gafi.org/pages/aboutus/
http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf
http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf
http://www.fatf-gafi.org/topics/financialinclusion/documents/revisedguidanceonamlcftandfinancialinclusion.html
http://www.fatf-gafi.org/topics/financialinclusion/documents/revisedguidanceonamlcftandfinancialinclusion.html
http://www.fatf-gafi.org/documents/news/rba-and-de-risking.html
https://g20.org/wp-content/uploads/2014/12/brisbane_g20_leaders_summit_communique1.pdf
https://g20.org/wp-content/uploads/2014/12/brisbane_g20_leaders_summit_communique1.pdf
http://www.bis.org/bcbs/basel3.htm?m=3%7C14%7C572
http://www.fincen.gov/statutes_regs/guidance/pdf/fincenadv04262005.pdf
http://www.fincen.gov/news_room/nr/pdf/20141110.pdf
http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-58.html
http://www.occ.gov/news-issuances/speeches/2014/pub-speech-2014-39.pdf
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52013PC0045
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52013PC0045
http://europa.eu/rapid/press-release_IP-15-5001_en.htm
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en
https://ec.europa.eu/commission/2014-2019/jourova/announcements/commissioner-jourova-welcomes-progress-towards-stronger-eu-framework-combat-money-laundering_en
http://ec.europa.eu/finance/payments/framework/index_en.htm
http://www.europarl.europa.eu/news/en/news-room/content/20150505IPR50615/html/Updating-payment-service-rules-MEPs-do-deal-with-the-Council
http://www.europarl.europa.eu/news/en/news-room/content/20150505IPR50615/html/Updating-payment-service-rules-MEPs-do-deal-with-the-Council
http://www.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current
http://www.jmlsg.org.uk/industry-guidance/article/jmlsg-guidance-current
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271
http://www.publications.parliament.uk/pa/cm201415/cmhansrd/cm140909/halltext/140909h0002.htm%2314090959000271

™ Joint Money Laundering Steering Group, op. cit.
8 Arnold and Fleming, op. cit.

8 According to the most recent census data, the Somali population in Australia was 5,687, compared to 101, 370 in the
UK and approximately 76,000 in the US. Sources: “Community Information Summary: Somalia-born,” Australian
Government Department of Immigration and Citizenship,
https://www.dss.gov.au/sites/default/files/documents/02_2014/somalia.pdf; “Britain’s Somalis: The road is long,”
The Economist,17 August 2013, http://www.economist.com/news/britain/21583710-somalis-fare-much-worse-other-
immigrants-what-holds-them-back-road-long; Christine P./ Gambino, Edward N. Trevelyan, John Thomas Fitzwater,
“The Foreign —Born Population From Africa: 2008-2012,” American Community Survey Briefs, October 2014,
https://lwww.census.gov/content/dam/Census/library/publications/2014/acs/acsbr12-16.pdf;

8 Adeso, Oxfam, Global Center on Cooperative Security, op. cit., 11-12.
# Ibid.
8 |nterview with Dianne Nguyen, Australian Remitters and Currency Providers Association, 16" September 2015.

8 «Anti-Money Laundering and Counter-Terrorism Financing Act 2006,” Australian Government,
http://www.comlaw.gov.au/Series/C2006A00169

% “Financial Transaction Reports Act 1998,” Australian Government, http://www.comlaw.gov.au/Details/C2013C00009

87 «Terrorism Financing in Australia 2014, Australian Transaction Reports and Analysis Centre,
http://lwww.austrac.gov.au/publications/corporate-publications-and-reports/terrorism-financing-australia-2014

% Jan McKendry, "Banks Face No-Win Scenario on AML 'De-Risking™ American Banker, 17 November 2014,
http://lwww.americanbanker.com/news/regulation-reform/banks-face-no-win-scenario-on-aml-de-risking-1071271-
1.html

8 Randall Mikkelsen, "Bankers Say ‘De-risking’ Underway amid Sanctions Crackdown; That's the Point, US Regulator
Says," Thompson Reuters, 3 October 2014, http://blog.thomsonreuters.com/index.php/bankers-say-derisking-
underway-amid-sanctions-crackdown-thats-the-point-u-s-regulator-says/

% |an McKendry, op. cit.

% Letter from Arturo Andrade, Vice President of Cash Management, Merchants Bank of California, N.A. 27 January
2015.

2 Jan McKendry, op. cit.

9 Remarks from Financial Action Task Force President Roger Wilkins AO, delivered at the 6™ Annual International
Conference on Financial Crime and Terrorism Financing, Kuala Lumpur, 8 October 2014, http://www.fatf-
gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-exclusion.html; and Ibid.

% “Chinese Yuan Now Top 5 Major International Payment Currency,” 28 January 2015, Reuters,
http://rt.com/business/227031-yuan-top-5-payment-swift/

 The Economist, op. cit.
* Ibid.
" Arnold and Fleming, op. cit.

% «Eighth Survey on Correspondent Banking in Euro,” European Central Bank, Payment and Settlement Systems
Committee, April 2013, 4, 15-16,
http://lwww.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee86c863f372ed58dd70
dd4la7dbele6.

% "Banks in talks with regulators over loosening privacy laws." Financial Times, 22 January 2014,
http://lwww.ft.com/intl/fastft/267102/financial-abandonment-fears-banks-end-ties-with-local-lenders (subscription
required)

190 Adeso, Oxfam, Global Center on Cooperative Security, op. cit., 4.

102 Manuel Orozco and Julia Yansura, “Keeping the Lifeline Open: Remittances and Markets in Somalia,” Oxfam

America, Adeso, and Inter-American Dialogue, 2013,
https://lwww.oxfam.org/sites/www.oxfam.org/files/file_attachments/bp-keeping-lifeline-open-somalia-remittances-
310713-en_0.pdf

102 Ali Gutale, “Life after losing remittances: Somalis share their stories,” Guardian, 18 June 2015,
http://www.theguardian.com/global-development-professionals-network/2015/jun/18/life-after-losing-remittances-
somalis-share-their-stories-somalia. See also, Ibid.

103 “EATF public statement, “Improving Global AML/CFT Compliance: Ongoing Process” Financial Action Task Force, 24
October 2014, http://www.fatf-gafi.org/topics/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-
oct-2014.html

1%% Joe Dyke, "Analysis: NGOs and Anti-terror Laws—How To Keep Your Bank Manager Happy," IRIN News, 31
December 2014, http://www.irinnews.org/report/100980/analysis-ngos-and-anti-terror-laws-how-to-keep-your-bank-
manager-happy

105 |hid.
198 |pid.

197 Asli Demirgiic-Kunt and Leora Klapper, "Measuring Financial Inclusion: Explaining Variation in Use of Financial
Services across and within Countries," Brookings, 1 January 2013,
http://www.brookings.edu/~/media/Projects/BPEA/Spring-2013/2013a_klapper.pdf?la=en

52 Understanding Bank De-risking


https://www.dss.gov.au/sites/default/files/documents/02_2014/somalia.pdf
http://www.economist.com/news/britain/21583710-somalis-fare-much-worse-other-immigrants-what-holds-them-back-road-long
http://www.economist.com/news/britain/21583710-somalis-fare-much-worse-other-immigrants-what-holds-them-back-road-long
https://www.census.gov/content/dam/Census/library/publications/2014/acs/acsbr12-16.pdf
http://www.comlaw.gov.au/Series/C2006A00169
http://www.comlaw.gov.au/Details/C2013C00009
http://www.austrac.gov.au/publications/corporate-publications-and-reports/terrorism-financing-australia-2014
http://www.americanbanker.com/news/regulation-reform/banks-face-no-win-scenario-on-aml-de-risking-1071271-1.html
http://www.americanbanker.com/news/regulation-reform/banks-face-no-win-scenario-on-aml-de-risking-1071271-1.html
http://blog.thomsonreuters.com/index.php/bankers-say-derisking-underway-amid-sanctions-crackdown-thats-the-point-u-s-regulator-says/
http://blog.thomsonreuters.com/index.php/bankers-say-derisking-underway-amid-sanctions-crackdown-thats-the-point-u-s-regulator-says/
http://www.fatf-gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-exclusion.html
http://www.fatf-gafi.org/topics/fatfgeneral/documents/danger-illicit-markets-financial-exclusion.html
http://rt.com/business/227031-yuan-top-5-payment-swift/
http://www.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee86c863f372ed58dd70dd41a7dbe1e6
http://www.ecb.europa.eu/pub/pdf/other/8thsurveycorrespondentbankingineuro2013en.pdf?ee86c863f372ed58dd70dd41a7dbe1e6
http://www.ft.com/intl/fastft/267102/financial-abandonment-fears-banks-end-ties-with-local-lenders
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bp-keeping-lifeline-open-somalia-remittances-310713-en_0.pdf
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bp-keeping-lifeline-open-somalia-remittances-310713-en_0.pdf
http://www.theguardian.com/global-development-professionals-network/2015/jun/18/life-after-losing-remittances-somalis-share-their-stories-somalia
http://www.theguardian.com/global-development-professionals-network/2015/jun/18/life-after-losing-remittances-somalis-share-their-stories-somalia
http://www.fatf-gafi.org/topics/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-oct-2014.html
http://www.fatf-gafi.org/topics/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-oct-2014.html
http://www.irinnews.org/report/100980/analysis-ngos-and-anti-terror-laws-how-to-keep-your-bank-manager-happy
http://www.irinnews.org/report/100980/analysis-ngos-and-anti-terror-laws-how-to-keep-your-bank-manager-happy
http://www.brookings.edu/%7E/media/Projects/BPEA/Spring-2013/2013a_klapper.pdf?la=en

1% Anne Ritchie, "Community-Based Financial Organizations: A Solution to Access in Remote Rural Areas?" World
Bank, 1 January 2007, http://siteresources.worldbank.org/INTARD/Resources/combasedfinance.pdf.

199 Asli Demirgiic-Kunt and Leora Klapper, “Measuring Financial Inclusion: The Global Findex Database,” World Bank
Policy Research Working Paper 6025, April 2012. http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
(Subscription required)

1% «Banking on Change: Breaking the Barriers to Financial Inclusion,” Barclays,
http://www.barclays.com/content/dam/barclayspublic/docs/Citizenship/banking-on-change.pdf; N.M. Argent and F.F.
Rolley, “Financial exclusion in rural and remote New South Wales, Australia: A geography of bank branch
rationalisation.” Australian Geographical Studies 38, no. 2, http://onlinelibrary.wiley.com/doi/10.1111/1467-
8470.00110/abstract; Andrew Leyshon, Shaun French, and Paola Signoretta, “Financial exclusion and the
geography of bank and building society branch closure in Britain.” Transactions of the Institute of British
Geographers 33, no. 4, http://onlinelibrary.wiley.com/doi/10.1111/j.1475-5661.2008.00323.x/pdf

111 «Creating Opportunity with Peru’s UNICAs,” UN Secretary-General's Special Advocate for Inclusive Finance for
Development, 19 September 2014, http://www.unsgsa.org/resources/impact-stories/creating-opportunity-perus-
unicas/

"2 Demirgiig-Kunt and Klapper, 2013, op. cit.

113 Barclays, op. cit.

14 Mark Pitt and Shahidur Khandker, “The Impact of Group-Based Credit Programs on Poor Households in Bangla-
desh.” Journal of Political Economy 106, no. 5 (1998), 958-996,
http://darp.lse.ac.uk/frankweb/courses/EC501/pittkhandker. pdf

"% Gustav Ranis, Frances Stewart and Alejandro Ramirez, “Economic Growth and Human Development.” World
Development 28, no. 2, (2000) 197-219, http://www.econ.yale.edu/~granis/papers/cp0546.pdf

18 Mark Napier et al., “Promoting Women'’s Financial Inclusion: A Toolkit: Department for International Development,”

February 2013, https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promoting-
womens-financial-inclusion-toolkit.pdf

7 Some examples include “We’re Tired of Taking You to the Court: Human Rights Abuses by Kenya’s Anti-Terrorism
Police Unit,” Open Society Foundation, 2013, https://www.opensocietyfoundations.org/sites/default/files/human-
rights-abuses-by-kenya-atpu-20140220.pdf; and “Assessing Damage, Urging Action: Report of the Eminent Jurists
Panel on Terrorism, Counterterrorism, and Human Rights,” International Commission of Jurists, 2009,
http://icj.wpengine.netdna-cdn.com/wp-content/uploads/2012/04/Report-on-Terrorism-Counter-terrorism-and-
Human-Rights-Eminent-Jurists-Panel-on-Terrorism-series-2009.pdf

118 Rajeev H. Dehejia and Roberta Gatti, “Child Labor: The Role of Income Variability and Credit Constraints Across
Countries,” NBER Working Paper 9018, June 2002, http://users.nber.org/~rdehejia/papers/dehejia_gatti.pdf

Kathleen Beegle, Rajeev Dehejia, and Roberta Gatti, “Child Labor, Crop Shocks, and Credit Constraints.” NBER
Working Paper 10088, November 2003, http://www.nber.org/papers/w10088.pdf

119

120 3.C. Kim et. al., “Understanding the Impact of a Microfinance-Based Intervention on Women’s Empowerment and the
Reduction of Intimate Partner Violence in South Africa.” American Journal of Public Health 97, no. 10 (2007): 1794-
1802, http://Amww.ncbi.nlm.nih.gov/pmc/articles/PMC1994170/.

21 Dominic Laurie, "HSBC Closes Some Muslim Groups' Accounts,” BBC News, 30 July 2014,
http://lwww.bbc.com/news/business-28553921

122 1pid.

128 Haron Siddique, "More UK bank accounts held by Muslim organisations risk closure,” Guardian, 10 August 2014,
http://lwww.theguardian.com/business/2014/aug/10/hsbc-muslim-accounts-close

2% Erik Heinrich, “The Apparent M-Pesa Monopoly May Be Set To Crumble,” Fortune, 27 June 2014,
http://fortune.com/2014/06/27/m-pesa-kenya-mobile-payments-competition/

125 sHawala: The Working Man's Bitcoin,” Priceonomics, 7 February 2014, http://priceonomics.com/hawala-the-working-
mans-bitcoin/

126 What Can You Buy with Bitcoin?” CoinDesk, 17 February 2015, http://www.coindesk.com/information/what-can-you-
buy-with-bitcoins/

27 Demirgiic-Kunt and Klapper, 2013, op. cit.

128 uState Marijuana Laws Map,” Governing, 24 February 2015, http://www.governing.com/gov-data/state-marijuana-
laws-map-medical-recreational.html

129 |hid.; see also Jack Healy, “Legal Marijuana Faces Another Federal Hurdle: Taxes,” New York Times, 9 May 2015,

http://www.nytimes.com/2015/05/10/us/politics/legal-marijuana-faces-another-federal-hurdle-taxes.html?_r=0

%0 jacob Sullum, “Marijuana Money Is Still a Pot of Trouble for Banks,” Forbes, 18 September 2014,

http://lwww.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-neighborhood-marijuana-
merchants/

31 “Guidance Regarding Marijuana Enforcement,” Department of Justice, 29 August 2013,
http://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf

122« Expectations Regarding Marijuana-Related Business,” Financial Crimes Enforcement Network, 14 February
2014, http://www.fincen.gov/statutes_regs/guidance/pdf/FIN-2014-G001.pdf

1% Department of Justice, 2013, op. cit., 1-2.
* Ibid., 4.

Understanding Bank De-risking 53


http://siteresources.worldbank.org/INTARD/Resources/combasedfinance.pdf
http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-6025
http://www.barclays.com/content/dam/barclayspublic/docs/Citizenship/banking-on-change.pdf
http://onlinelibrary.wiley.com/doi/10.1111/1467-8470.00110/abstract
http://onlinelibrary.wiley.com/doi/10.1111/1467-8470.00110/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1475-5661.2008.00323.x/pdf
http://www.unsgsa.org/resources/impact-stories/creating-opportunity-perus-unicas/
http://www.unsgsa.org/resources/impact-stories/creating-opportunity-perus-unicas/
http://darp.lse.ac.uk/frankweb/courses/EC501/pittkhandker.pdf
http://www.econ.yale.edu/%7Egranis/papers/cp0546.pdf
http://www.econ.yale.edu/%7Egranis/papers/cp0546.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promoting-womens-financial-inclusion-toolkit.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/213907/promoting-womens-financial-inclusion-toolkit.pdf
https://www.opensocietyfoundations.org/sites/default/files/human-rights-abuses-by-kenya-atpu-20140220.pdf
https://www.opensocietyfoundations.org/sites/default/files/human-rights-abuses-by-kenya-atpu-20140220.pdf
http://icj.wpengine.netdna-cdn.com/wp-content/uploads/2012/04/Report-on-Terrorism-Counter-terrorism-and-Human-Rights-Eminent-Jurists-Panel-on-Terrorism-series-2009.pdf
http://icj.wpengine.netdna-cdn.com/wp-content/uploads/2012/04/Report-on-Terrorism-Counter-terrorism-and-Human-Rights-Eminent-Jurists-Panel-on-Terrorism-series-2009.pdf
http://users.nber.org/%7Erdehejia/papers/dehejia_gatti.pdf
http://www.nber.org/papers/w10088.pdf
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC1994170/
http://www.bbc.com/news/business-28553921
http://www.theguardian.com/business/2014/aug/10/hsbc-muslim-accounts-close
http://fortune.com/2014/06/27/m-pesa-kenya-mobile-payments-competition/
http://priceonomics.com/hawala-the-working-mans-bitcoin/
http://priceonomics.com/hawala-the-working-mans-bitcoin/
http://www.coindesk.com/information/what-can-you-buy-with-bitcoins/
http://www.coindesk.com/information/what-can-you-buy-with-bitcoins/
http://www.governing.com/gov-data/state-marijuana-laws-map-medical-recreational.html
http://www.governing.com/gov-data/state-marijuana-laws-map-medical-recreational.html
http://www.nytimes.com/2015/05/10/us/politics/legal-marijuana-faces-another-federal-hurdle-taxes.html?_r=0
http://www.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-neighborhood-marijuana-merchants/
http://www.forbes.com/sites/jacobsullum/2014/09/18/local-banks-terrified-by-friendly-neighborhood-marijuana-merchants/
http://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf
http://www.fincen.gov/statutes_regs/guidance/pdf/FIN-2014-G001.pdf

1% «CBA Statement Regarding DOJ and Treasury Guidance on Marijuana and Banking,” Colorado Bankers Association,
14 February 2014, http://cloudfront-assets.reason.com/assets/db/13926500993160.pdf

1% Matt Ferner, “Legal Marijuana is the Fastest-Growing Industry in the US.” Huffington Post, 26 January 2015,
http://lwww.huffingtonpost.com/2015/01/26/marijuana-industry-fastest-growing_n_6540166.html|

137 Kevin Wack, “More Than 100 Banks, Credit Unions Serving Pot Business: Feds.” American Banker, 11 August 2014,
http://www.americanbanker.com/issues/179_154/more-than-100-banks-credit-unions-serving-pot-businesses-feds-
1069331-1.html

138 Department of the Treasury Financial Crimes Enforcement Network, op. cit., 3—4

12 Matt Richtel, “The First Bank of Bud,” New York Times, 5 February 2015,
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-own-bank-waits-on-the-
fed.html

Robin Sidel and Glen R. Simpson, “PNC’s Acquisition of Riggs Bank Is Expected To Get Easy Approval,” Wall Street
Journal, 19 July 2004, http://www.wsj.com/articles/SB108998023382665787 (subscription required)

! Juan Zarate, Treasury's War: The Unleashing of a New Era of Financial Warfare (New York: Public Affairs, 2013).

140

2 Josh Rogin, “37 Embassies in Washington Face Banking Crisis.” Foreign Policy, 19 November 2010,
http://foreignpolicy.com/2010/11/19/37-embassies-in-washington-face-banking-crisis/

43 Kramer Reed, “Africa: Angola and 16 Other African Missions Facing US Bank Account Closures.” All Africa, 16 No-

vember 2010, http://allafrica.com/stories/201011160010.html.

Frank Keating to Hillary Clinton, 18 January 2011,
https://www.aba.com/aba/documents/news/ClintonGeithnerLetter11811.pdf

144

% palazzolo and Rieker, op. cit.
148 Zarate, op. cit.

47 Alan Zibel and Brent Kendall, "Probe Turns Up Heat on Banks," Wall Street Journal, 7 August 2013,
http://www.wsj.com/articles/SB10001424127887323838204578654411043000772 (subscription required)

48 «“The Department of Justice’s ‘Operation Choke Point’: lllegally Choking Off Legitimate Businesses?,” Committee on
Oversight and Government Reform, 29 May 2014, 8, http://oversight.house.gov/wp-content/uploads/2014/05/Staff-
Report-Operation-Choke-Point1.pdf.

9 bid., 8.
%0 |bid., 2.
5 bid., 1.
%2 1bid., 2.
5% |bid., 1.

154 «Statement on Providing Banking Services,” Federal Deposit Insurance Corporation, 28 January 2015,
https://www.fdic.gov/news/news/financial/2015/fil15005.pdf

155 “Memorandum to all FDIC Supervisory Staff,” Federal Deposit Insurance Corporation,
http://www.aba.com/Compliance/Documents/FDICMemo-DepositTerminations2015.pdf

1% «Title V—S.A.F.E. Mortgage Licensing Act.” Public Law 110-289, 30 July 2008,
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_19673.pdf

137 «Background on Professional Standards,” NMLS Resource Center,
http://mortgage.nationwidelicensingsystem.org/profreq/pages/profreqbackground.aspx

%8 pyplic Law, op. cit.

159 “FinCEN Statement on Providing Banking Services to Money Services Businesses,” Financial Crimes Enforcement
Network, 10 November 2014, fn. 4, http://www.fincen.gov/news_room/nr/html/20141110.html

180 «Money Services Business Registration Fact Sheet,” Financial Crimes Enforcement Network,
http://www.fincen.gov/financial_institutions/msb/pdf/FinCENfactsheet.pdf

181 «\SB Registrant Search,” Financial Crimes Enforcement Network,
http://www.fincen.gov/financial_institutions/msb/msbstateselector.html

182 Financial Crimes Enforcement Network, 2014, op. cit.

183 Michael Casey, "Bitcoin's Plunge Bites 'Miners™ Wall Street Journal, 14 January 2015,

http://www.wsj.com/articles/bitcoins-plunge-bites-miners-1421281616 (subscription required)

184 Michael Casey and Paul Vigna, "Bitcoin and the Digital-Currency Revolution,” Wall Street Journal, 23 January 2015,
http://lwww.wsj.com/articles/the-revolutionary-power-of-digital-currency-1422035061 (subscription required)

185 Kim Zetter, “Bitcoin Exchange Operator Sentenced to 4 Years for Silk Road Transactions,” Wired, 21 January 2015,
http://lwww.wired.com/2015/01/bitcoin-exchange-operator-sentenced-4-years-silk-road-transactions/

1% Marc Santora, William Rashbaum, Nicole Perlroth, “Online Currency Exchange Accused of Laundering $6 Billion,”
New York Times, 28 May 2013, http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-
money-laundering.html?pagewanted=all

187 Department of Treasury, “Bank Secrecy Act Regulations; Definitions and Other Regulations Relating to Money
Services Businesses,” Federal Register 76, no. 140 (July 21, 2011), http://www.gpo.gov/fdsys/pkg/FR-2011-07-
21/pdf/2011-18309.pdf

54 Understanding Bank De-risking


http://cloudfront-assets.reason.com/assets/db/13926500993160.pdf
http://www.huffingtonpost.com/2015/01/26/marijuana-industry-fastest-growing_n_6540166.html
http://www.americanbanker.com/issues/179_154/more-than-100-banks-credit-unions-serving-pot-businesses-feds-1069331-1.html
http://www.americanbanker.com/issues/179_154/more-than-100-banks-credit-unions-serving-pot-businesses-feds-1069331-1.html
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-own-bank-waits-on-the-fed.html
http://mobile.nytimes.com/2015/02/08/business/marijuana-industry-in-colorado-eager-for-its-own-bank-waits-on-the-fed.html
http://www.wsj.com/articles/SB108998023382665787
http://foreignpolicy.com/2010/11/19/37-embassies-in-washington-face-banking-crisis/
http://allafrica.com/stories/201011160010.html
https://www.aba.com/aba/documents/news/ClintonGeithnerLetter11811.pdf
http://www.wsj.com/articles/SB10001424127887323838204578654411043000772
http://oversight.house.gov/wp-content/uploads/2014/05/Staff-Report-Operation-Choke-Point1.pdf
http://oversight.house.gov/wp-content/uploads/2014/05/Staff-Report-Operation-Choke-Point1.pdf
https://www.fdic.gov/news/news/financial/2015/fil15005.pdf
http://www.aba.com/Compliance/Documents/FDICMemo-DepositTerminations2015.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_19673.pdf
http://mortgage.nationwidelicensingsystem.org/profreq/pages/profreqbackground.aspx
http://www.fincen.gov/news_room/nr/html/20141110.html
http://www.fincen.gov/financial_institutions/msb/msbstateselector.html
http://www.wsj.com/articles/bitcoins-plunge-bites-miners-1421281616
http://www.wsj.com/articles/the-revolutionary-power-of-digital-currency-1422035061
http://www.wired.com/2015/01/bitcoin-exchange-operator-sentenced-4-years-silk-road-transactions/
http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-money-laundering.html?pagewanted=all
http://www.nytimes.com/2013/05/29/nyregion/liberty-reserve-operators-accused-of-money-laundering.html?pagewanted=all
http://www.gpo.gov/fdsys/pkg/FR-2011-07-21/pdf/2011-18309.pdf
http://www.gpo.gov/fdsys/pkg/FR-2011-07-21/pdf/2011-18309.pdf

188 «Application of FINCEN's Regulations to Persons Administering, Exchanging, or Using Virtual Currencies,” Financial

Crimes Enforcement Network, March 2013, https://www.fincen.gov/statutes_regs/guidance/html/FIN-2013-
GO001.html

%% casey and Vigna, op. cit.
70 1pid.
™ Ibid.

72 Nathaniel Popper and Sydney Ember, “Winkelvoss Twins Aim To Take Bitcoin Mainstream,” DealBook, 22 January

2015, http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-take-bitcoin-mainstream-with-a-regulated-
exchange/

% Casey and Vigna, op. cit.

™ Jonathan Marino, "NY Investigators Have Flagged 'Millions' of Potentially lllegal Money Laundering Transactions—All
at One Bank," Business Insider, 25 February 2015, http://www.businessinsider.com/ny-investigators-millions-
potential-money-laundering-transactions-2015-2

175 Elaine Moore, “UK plans safe corridor for Somalia,” Financial Times, 13 October 2013,

http://www.ft.com/intl/cms/s/O/c6aceel6-31b7-11e3-a16d-00144feab7de.html#axzz3T027LJE]j (subscription
required)

78 pid.

" The Community Reinvestment Act of 1977 established a requirement for the FDIC to evaluate and rank banks’
provision of services to minority and low-income communities, the results of which have implications for the
approval of mergers, acquisitions, and expansion of services.

78 Eor more information, see Office of the Comptroller of the Currency, “Low-Income Housing Tax Credits: Affordable

Housing Investment Opportunities for Banks,” Community Developments Insights, March 2014,
http://lwww.occ.gov/topics/community-affairs/publications/insights/insights-low-income-housing-tax-credits.pdf

Understanding Bank De-risking 55


https://www.fincen.gov/statutes_regs/guidance/html/FIN-2013-G001.html
https://www.fincen.gov/statutes_regs/guidance/html/FIN-2013-G001.html
http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-take-bitcoin-mainstream-with-a-regulated-exchange/
http://dealbook.nytimes.com/2015/01/22/winklevoss-twins-aim-to-take-bitcoin-mainstream-with-a-regulated-exchange/
http://www.businessinsider.com/ny-investigators-millions-potential-money-laundering-transactions-2015-2
http://www.businessinsider.com/ny-investigators-millions-potential-money-laundering-transactions-2015-2
http://www.ft.com/intl/cms/s/0/c6acee16-31b7-11e3-a16d-00144feab7de.html%23axzz3T027LJEj
http://www.occ.gov/topics/community-affairs/publications/insights/insights-low-income-housing-tax-credits.pdf

ACKNOWLEDGEMENTS

Tracey Durner is the Lead Researcher for the project and a Programs Associate for the Global Center.
She specializes in financial inclusion, including anti-money laundering and countering the financing of
terrorism and bank de-risking practices, with a particular focus on the Greater Horn of Africa. She has
written and contributed analysis to reports on these issues and is responsible for the development,
coordination, and implementation of capacity-building programs in the region. She has significant volunteer
experience in Uganda and Cameroon. She holds a BA in international affairs and political science from
Northeastern University

Liat Shetret is the Principal Investigator and Team Lead for the project and the Director of the New York
office and Senior Analyst for the Global Center at the time of writing. At the Global Center she managed
policy, research, and programming activities in Africa and focused on financial inclusion, remittances, anti-
money laundering and countering the financing of terrorism, de-risking, and the use of the Internet for
counterterrorism purposes. She has award-winning security policy expertise and holds a Master of
International Affairs from Columbia University’s School of International and Public Affairs and is a Certified
Anti-Money Laundering Specialist (CAMS).

Thank you to the many stakeholders who provided insight for this report, including those who participated
in the 19 February 2015 roundtable discussions in New York and Washington, DC. A patrticular thanks to
Mr. David Landsman, Ms. Yussur Abrar, and Mr. Osman Gabeire for serving as moderators and for their
invaluable contributions and assistance.

Special thanks to Global Center Executive Director Alistair Millar and Deputy Director Jason Ipe for their
review of earlier drafts of the report, and colleagues Arielle Robin for her significant research assistance
and Linda Gerber and Danielle Cotter for their drafting and editing support.

Marc Cohen, Oxfam's commissioning manager for this paper, thanks Scott Paul, Gawain Kripke, Tara
Gingerich, Helen Bunting, and Ketura Persillin for their contributions.

56 Understanding Bank De-risking



Research reports

This research report was written to share research results, to contribute to public debate and to invite
feedback on development and humanitarian policy and practice. It does not necessarily reflect the policy
positions of the publishing organizations. The views expressed are those of the author and not necessarily
those of the publishers.

For more information, or to comment on this report, email Tracey Durner at tdurner@globalcenter.org
© Oxfam International November 2015

This publication is copyright but the text may be used free of charge for the purposes of advocacy,
campaigning, education, and research, provided that the source is acknowledged in full. The copyright
holder requests that all such use be registered with them for impact assessment purposes. For copying in
any other circumstances, or for re-use in other publications, or for translation or adaptation, permission
must be secured and a fee may be charged. E-mail policyandpractice@oxfam.org.uk.

The information in this publication is correct at the time of going to press.

Published by Oxfam GB for Oxfam International under ISBN 978-1-78077-982-9 in November 2015.
Oxfam GB, Oxfam House, John Smith Drive, Cowley, Oxford, OX4 2JY, UK.

OXFAM

Oxfam is an international confederation of 17 organizations networked together in more than 90 countries,
as part of a global movement for change, to build a future free from the injustice of poverty. Please write to
any of the agencies for further information, or visit www.oxfam.org.

GLOBAL CENTER ON COOPERATIVE SECURITY

The Global Center works with governments, international organizations, and civil society to develop and
implement comprehensive and sustainable responses to complex international security challenges through
collaborative policy research, context-sensitive programming, and capacity development. The Global Cen-
ter focuses on four thematic areas of programming and engagement, including multilateral security policy,
countering violent extremism, criminal justice and the rule of law, and financial integrity and inclusion.
Across these areas, the Global Center prioritizes partnerships with national and regional stakeholders and
works to ensure respect for human rights and empower those affected by transnational violence and crimi-
nality to inform international action.

www.oxfam.org OXFAM


http://www.oxfam.org/
http://www.globalcenter.org/topics/multilateral-security-policy/
http://www.globalcenter.org/topics/countering-violent-extremism/
http://www.globalcenter.org/topics/criminal-justice-and-rule-of-law/
http://www.globalcenter.org/topics/financial-integrity-and-inclusion/

	tracey durner and Liat Shetret
	Global Center on Cooperative Security

