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European Union published its latest 5th anti-money laundering directive in 2018 which had 
to be implemented into the national legislation by January 10, 2020. This thesis aims to give 
a view on anti-money laundering and regulation related to anti-money laundering in Finland 
by examining the key changes of the new 5th European Union anti-money laundering 
directive, the key reasons behind adopting the new directive, and the effects of the new 
directive on the Finnish banking sector. 

The research was carried out as qualitative research using literature review, content analysis, 
and semi-structured interviews with experts. The qualitative analysis is based on content 
analysis on the 5th directive as well as two one-to-one interviews held with experts working 
with anti-money laundering related matters in a bank operating in Finland.  

From the previous literature we can see that the new directive has not been, so far, studied 
very much. This is because the 5th European anti-money laundering directive is rather new. 
The findings of this study suggest that there are six key changes compared to the previous 
legislation. The key reasons for adopting the new directive have been the development in 
technology and payment services, increasing transparency, and the harmonization of 
national legislation within the European Union as well as amending the shortcomings of the 
previous legislation. Effects on banking industry have been rather insignificant and not as 
influential as was expected and even feared by some market actors. Key changes affecting 
banks have been the creation of a national beneficial owner register, bank and payment 
account monitoring system, and the introduction of enhanced due diligence measures related 
to high-risk countries. Main effect has been implementation phase, when new systems and 
processes had to be created, but the overall effect of the directive has been small. 
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Euroopan unioni julkaisi viimeisimmän viidennen rahanpesudirektiivin vuonna 2018 ja 
tämän tuli olla sisällytetty kansalliseen lainasäädäntöön viimeistään 10.1.2020. Tämä 
tutkielma pyrkii antamaan kuvan rahanpesun estämisestä ja siihen liittyvästä 
lainsäädännöstä Suomessa. Tämä toteutetaan tarkastelemalla Euroopan unionin viidennen 
rahanpesudirektiivin keskeisiä uudistuksia, pääasiallisia syitä uuden direktiivin 
käyttöönotolle sekä uuden direktiivin vaikutuksia suomalaisella pankkisektorilla.  

Tutkielma tehtiin laadullisena tutkimuksena hyödyntäen kirjallisuuskatsausta, 
sisällönanalyysiä sekä puolistrukturoituja haastatteluita. Tutkimuksen laadullinen analyysi 
perustuu sisällönanalyysiin viidennestä direktiivistä sekä haastatteluihin, jotka toteutettiin 
kahden rahanpesun estämisen parissa työskentelevän ammattilaisen kanssa.  

Kirjallisuuskatsauksen perusteella voidaan sanoa, että aiheesta ei ole runsaasti aikaisempaa 
laajempaa tutkimusta. Tulosten perusteella direktiivi sisältää kuusi keskeistä muutosta 
aikaisempaan sääntelyyn verrattuna. Pääasialliset syyt uuden direktiivin taustalla liittyvät 
teknologian ja maksupalveluiden kehitykseen, läpinäkyvyyden lisäämiseen, aiemman 
direktiivin puutteiden korjaamiseen sekä kansallisten toimintatapojen harmonisointiin. 
Eniten pankkeihin vaikuttaneet muutokset ovat olleet kansallisen rekisterin luominen 
tosiasiallisista edunsaajista, pankki- ja maksutilien valvontajärjestelmän luominen sekä 
korkeariskisiin maihin liittyvien tehostetun valvonnan toimenpiteiden esittely. Merkittävin 
vaikutus pankeille on ollut täytäntöönpanovaiheessa, kun uusia prosesseja ja järjestelmiä on 
pitänyt luoda, mutta direktiivin kokonaisvaikutus on jäänyt odotettua pienemmäksi.  
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1  Introduction 

This master’s thesis aims to introduce the new European Union 5th anti-money laundering 

(AML) Directive, its major changes compared to the previous 4th AML Directive (AMLD) 

and the effects of the new directive on Finnish banking sector. We also aim to understand 

the key reasons behind adopting the new directive. With this we hope to gain understanding 

how the new directive affects banks operating in Finland. In addition to this we investigate 

the previous literature about AML and 5th directive and will provide an overall look to the 

AML scheme in Finland. As the 5th AMLD is quite new the topic it has not yet been 

extensively studied. There are some studies on key changes of the directive and the reasons 

for implementing the new directive but the effects on Finnish banking sector have not yet 

been widely studied. It is meaningful and important to study the effects on the banking sector 

as banks are widely considered to be the “gate holders” of the financial system and are 

supposedly affected by the new directive. The outcome of this thesis can be seen especially 

interesting for banks, professionals working with AML and for the authorities enhancing and 

supervising AML regulation. 

This master’s thesis will be done by reviewing previous literature on the EU 5th AMLD and 

AML regulation. In addition, we will do a content analysis on the EU 5th AMLD to establish 

an understanding on the key changes of the directive. After examining the previous literature 

and the directive itself we will perform semi-structured face-to-face interviews with 

professionals working with AML in a Finnish bank. After this the data and results will be 

analysed. Figure 1. below describes this process. Qualitative methods were chosen as the 

topic is somewhat sensitive for the banks. Qualitative method has special value especially 

when investigating new, sensitive, and complex issues. It can generate detailed information 

on the topic and allows the researcher to describe the phenomena in great detail. (Trochim, 

2020) 

Figure 1. Steps of the research process. 

 

1. Literature review on previous literature

2. Content analysis on EU 5th AMLD

3. Semi-structured interviews with professionals

4. Analyzing the results
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As this thesis aims to examine the new EU 5th AMLD and its effect on Finnish banking 

sector by using both content analysis on the directive and expert interviews from the banking 

sector we are at the crossroads of both financial and jurisprudential disciplines. Moreover, 

some behavioural aspects like excessive reporting due to regulation are also involved in the 

thesis. The 5th AMLD and its major changes will be examined from Finnish banking sector’s 

point of view and therefore other obliged entities like virtual currency providers, art sellers, 

real-estate agencies and other obliged entities and effects on those are excluded from the 

scope of the thesis. We will also solely concentrate on the 5th AMLD and therefore will not 

introduce different techniques or technologies used in AML.  

The topic is relevant as the directive was published on 30.5.2018 and the national 

transposition deadline for the member states was 10.1.2020 and the effect of the directive 

can be seen especially now. (EUR-Lex, 2019) The new directive will supposedly impact all 

European Union member states through adjusting the existing legislation and adopting new 

legislation if necessary. The European Union adopted its first anti-money laundering 

directive in 1990. This directive was adopted to prevent the misuse of the financial system 

in Europe for the purpose of money laundering. These directives have been constantly 

revised to combat more sophisticated and complex schemes that the criminals may use for 

money laundering or terrorist financing.  (European Commission, 2019)  

Money laundering is a process of disguising money from illegal sources to look legitimate 

(FATF, 2020). It is a global problem and a threat for the global financial system. For 

example, United Nations Office on Drugs and Crime has estimated that in the year 2009 

criminals, especially drug traffickers, have laundered over 1.6 trillion dollars or 2.7 % of the 

global GDP. (UNODC, 2011) 

In the recent years there have also been several scandals related to money laundering, tax 

evasion, terrorist financing and just plain hiding of funds in tax paradises. These scandals 

have been reported frequently by media and in many of these scandals, large reputational 

banks, known CEOs and even politicians have been associated in one way or another. (The 

Guardian, 2016). This has brought the topic in the eyes of wider public as the media has been 

eager to frequently update the current changes. In Europe, the most recent scandal was 

revealed not too long ago in 2017. This scandal involved a large Nordic bank handling a lot 

of suspicious money from Russian sources headed to offshore tax havens. (Berlingske 2017) 

These scandals pose a huge risk for the banking industry. Probably the biggest effect is the 
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risk involved in the reputation of the bank, but these scandals may also cause a bank to lose 

its license to operate in certain market areas.  

New financial products and payment methods offer the criminals new ways to launder the 

proceedings from illicit sources. The use of cryptocurrencies, especially in drug trafficking 

and money laundering, has been in the news lately. Cryptocurrencies are just one example 

of the new ways to hide the origin of the money in the process of trying to make the money 

look legitimate. Recently they have been one thing that has caught the attention of the 

legislators. (Campbell-Verduyn, 2018) Often the money laundering schemes are highly 

complex and involve many different countries, so international co-operation in combating 

money laundering is essential. Later in the thesis we will provide a simplified description of 

money laundering process and main steps involved in the process. 

Anti-money laundering is closely knit together with Counter Terrorist Financing. Both are 

serious issues and right now they are certainly a hot topic, not just for the financial industry, 

but for the wider public also. These two are often included under the same AML term and 

regulation as the actions to prevent both money laundering and terrorist financing are often 

similar. As this thesis focuses on anti-money laundering and on 5th EU AML Directive and 

its key changes from a bank’s perspective, we will not go into detail of counter-terrorist 

financing. However, as these two are often thought almost as one we will provide a brief 

description on what terrorist financing is. 

1.1  Problem discussion, objectives, and limitations 

The objective of this master’s thesis is to investigate the effects of the new EU AML 

Directive from the perspective of the banking sector. The directive was published 30.5.2018 

and is officially known as Directive (EU) 2015/849 but is more widely known as the 5th EU 

AML Directive (or 5th AMLD). The national transposition deadline for the member states 

was 10.1.2020 so the effects of the directive can be seen especially now.  (EUR-Lex, 2019) 

The goal of this thesis is to analyse the banking sector’s role in anti-money laundering and 

how the recently introduced 5th EU AML Directive affects the banks operating in Finland. 

We do this by analysing the key changes of the 5th EU AML Directive compared to the 

previous legislation and the key reasons behind adopting the new directive. With this we 

hope to gain understanding how the new directive affects banks operating in Finland. In 
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addition to this we investigate the previous literature about AML and 5th directive to provide 

background on the subject.  

In the process of writing this thesis we will be answering the research questions listed below: 

What are the key changes of the 5th EU AML Directive compared to the previous legislation? 

This question is quite meaningful as it will provide insight on what the key changes of the 

new directive are compared to the previous legislation. Answering this question will also 

help to understand the requirements banks have to fulfil. By answering this question, we 

gain deep understanding on the key changes which will lead us into the topic and enables us 

to answer the following questions presented below.  

What are the key reasons for adopting the 5th AML Directive? 

By answering this question, we hope to gain understanding on the cause-effect relationship 

between this and the first question. It is natural to seek the reasons behind the changes and 

this will provide us insight on the ever-changing field of AML and helps us to understand 

why the new directive has been adopted. This will also help in answering the next question 

as it helps us to rule out factors not affecting the banking sector that significantly.  

How has the implementation of the 5th AML Directive affected banks in Finland? 

In the third question we aim to give a direct answer on how the new directive has affected 

banks operating in Finland. This is important as it will provide new insight on the subject 

and finally answer how the new directive has affected on a practical level. To answer this 

question, we will conduct interviews with chosen professionals working in the AML sector 

in the Finnish banking system.  

The main research questions will be supplemented with a sub-question:  

What does previous literature state about the 5th EU AML Directive? 

By answering this sub-question, we can gain understanding on AML subject as a whole and 

deeper understanding the 5th directive and the reasons for adopting it. Understanding what 

has been written in the academic literature before is a key factor as it will help us to 

understand the phenomenon. This will give us the foundation to answer the other questions 

presented and finally helps us to compare insights acquired with other questions in relation 

to the previous literature around the topic. 
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By answering these questions our ambition is to have a comprehensive understanding on the 

key differences between the 4th and 5th AMLD, key changes of the 5th AMLD and the main 

effects of the 5th AMLD from bank’s point of view.  

The theoretical framework is based on the earlier research and the theories concerning 

money laundering, anti-money laundering and its regulation. One theory that will be used is 

the so called “dual agency theory” which in our case means that banks play a dual role 

between the customers and regulators. (Naheem, 2020) We also rely on a hypothesis that 

increased anti-money laundering regulation will cause banks to invest more on anti-money 

laundering related tasks and process. As the banks are the gate holders of the financial sector 

and in the best position to fight money laundering a lot of the new legislation reforms will 

fall on their responsibility. The dual agency role can be seen as the banks are trying to 

provide competitive services and prices for the customers and at the same time they must 

heavily invest on due diligence and compliance processes because of the new tighter 

regulation. Figure 2. below describes this dual agency role that banks are facing more and 

more this day. 

 

 

Figure 2. Bank's dual agency role (Naheem, 2020) 

In this thesis we will only consider the anti- money laundering regulation from a bank’s 

perspective. Also, the main regulation under examination will be the 5th EU Anti-Money 

Laundering directive (later 5th EU AMLD or 5th AMLD) as this is what interests us the most. 

Some other national Finnish regulation will be presented if seemed necessary but all other 

will be excluded. With this the research is limited to banks having operations in Finland. 

Regulators 
and 

regulatory 
environment

Banks

Customers 
and 

competition
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This is necessary as the legislation is different among EU member countries even though the 

5th AMLD affects all member states and banks. Taking all EU member states under 

consideration would mean that this thesis would become too long and there would simply 

be too much legislation to consider under this limited research. 

1.2  Methodology 

This master’s thesis will be executed as qualitative research. The methodology used in this 

research will be content analysis and semi-structured interviews with professionals. The 

preceding legislation and the new 5th EU AML directive will be carefully studied and 

compared to the previous one with content analysis. The aim of this is to find answers to the 

research questions; what the key changes are, why was the new directive adopted and what 

are the main effects concerning banks. According to Trochim (2020) qualitative method has 

special value especially when investigating new, sensitive, and complex issues. It can 

generate detailed information on the topic and allows the researcher to describe the 

phenomena in detail.  

Content analysis uses a set of procedures to make valid inferences from the text. These 

inferences can be about the senders of the message, the message itself or the audience of the 

message. (Weber, 1990) We are especially interested in the message itself from the 

perspective of the audience, which in this case would be the banks. With content analysis 

documents can be analysed systematically and objectively. The document under the analysis 

can be almost anything written in a text form. For example, books, discussions, reports etc. 

With this methodology the researcher is able to have a wide and summarized understanding 

of the researched phenomena. (Tuomi & Sarajärvi, 2018) In our case we are focusing to 

analyse the previous and new legislation considering anti-money laundering. This legislation 

will be considered from the perspective of the banking sector in Finland. We will try to find 

answers on what changes this “message”, the new legislation brings for the banks. 

Since the 5th AMLD is in the centre of this research and we will be working closely with 

directives and legislation the research will also have references to legislative study and some 

findings will be presented in juridical perspective. The juridical method in use would be 

closest to law doctrine as we are studying law that is in force while this research is being 

conducted. Law doctrine method is used to study the norms of the law. This means that it 

aims to study normative i.e., scientific information on what the norms of the law provide for 
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the reader. In tradition this method has had two different forms: interpretation and 

systematization of the norms of the law. (Hirvonen, 2011) We aim to study what the new 

5th AMLD means for the banks and what changes does it bring to the banks’ AML regime.  

Since this master’s thesis is carried out as qualitative research any “hard” numerical data 

will not be analysed. The main data and material under the investigation will be the the new 

5th AML Directive which can be found on European Commission website. (EUR-Lex, 2020) 

The directive will be analysed carefully to find answers to our research questions. 

Three unstructured interviews will also be carried out to gain expert insight on the research 

topic. In addition to qualitative methods some descriptive statistics describing the issue and 

volume of money laundering will be presented in the section describing money laundering 

as a phenomena and problem. These statistics will be acquired from publicly available 

sources such as Finnish and other European national authorities. There are some publicly 

available statistics for example on behalf of the Finnish Financial Supervisory Authority 

(FSA) and Financial Intelligence Unit (FIU) which operates under the National Bureau of 

Investigation. 

1.3  Structure of the thesis 

This thesis contains six major sections. We begin with the introduction in which we give a 

brief overview of the main areas covered in this thesis. In this we also go through the 

objectives and limitations and present the methods we will use to achieve the objectives. In 

addition to this we explain definitions used later in the thesis. The second section of the 

thesis is the background section providing some background on the topic and anti-money 

laundering and money laundering. In this section we begin to dive deeper into the chosen 

topic.  

Third section will introduce the banking sector’s role in anti-money laundering. This is 

essential as it will provide background and understanding on how the AML regulation works 

and what is the banks’ role in relation to the regulation and the regulators. 

The fourth section is the literature review where we will introduce the previous existing 

literature on the topic and explain how this literature was chosen to be under consideration. 

We will go through on what has been written about 5th AMLD earlier in the academic 

literature but also cover anti-money laundering and bank’s role on a wider basis also. In this 
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section we will cover some theories around AML, and these will be later used in comparison 

with the content analysis on the 5th directive and results formed from the interviews. 

The fifth section cover the data and methodology used in the thesis. We will present the data 

used in the research and how this data was collected and analysed. In this section we will 

also do the content analysis on the 5th directive and dive deep into the directive and its 

changes. We will also describe how he interviews were conducted and go through the results 

acquired in the interviews. The sixth and final section will be conclusions where we will go 

over the conclusions and present the answers for our research questions and present 

suggestions for future research.  

 

Figure 3. Structure of the thesis. 

Figure 3 above describes the structure of this thesis and the contents of the six chapters 

outlined also above in the text. As we can see from the figure 3, we start from the introduction 

and continue by introducing the background and banking sector’s role on AML. After this 

we move on to the literature review and methodology and data where we will describe the 

content analysis on 5th AMLD and the interviews and results from these. Lastly, we reach 

conclusions where the conclusion of this thesis will be presented.  

Conclusions

Conclusions, validity of the research and Future research suggestions

Methodology and data

Content analysis on 5th directive, expert interviews and results

Literature review

Examining prevous literature on changes of 5th AMLD an effects on banks. 

Banking sector's role in AML
Banks role between customers and regulation, measures applied in banks and reporting numbers from 

FIU.

Background: Money laundering and anti-money laundering

Definition of money laundering, the current AML regime and autohorities enforcing AML regulation

Intorduction
Problem discussion, objectives and limitations, methodology and structure
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1.4  Definitions 

Below some of the most used definitions and words are explained in a thorough manner for 

the reader. In financial industry and particularly in anti-money laundering related topics the 

use of abbreviations is common. Explaining some of the words in the beginning of this 

research will help the reader later.  

Money laundering (ML):  

Money laundering is the process of disguising illegal money to be legitimate looking. The 

money laundering process may have several steps carried out in different ways. It may 

involve a lot of international transactions and the use of cryptocurrencies to hide the original 

sender of the money. Often things like drug trafficking, human trafficking or some other 

criminal activities are associated with money laundering. (FATF, 2020a) 

Anti-money laundering (AML): 

Anti-money laundering means the action taken to prevent money laundering. This refers to 

a set of laws, regulations, and processes to prevent criminals from disguising illegal proceeds 

as legitimate ones (Investopedia, 2022) From a bank’s perspective in practice this means that 

they apply suitable measures to know their customers well enough to know where their 

money comes from and what it is used for. Financial institutions are obliged to follow 

international and national AML regulation, this includes for example reporting suspicious 

activities and tracking suspicious transfers. (Gup 2007)  

Know Your Customer (KYC): 

This is one of the cornerstones of the AML “toolbox”. KYC obliges the financial institutions 

to know their customers well enough so that they can know how, and for what purpose is the 

customer’s account used for. KYC measures aim to prevent illegal customers to present 

themselves as legal ones to use bank services and they also aim to reveal the illicit nature of 

the customer’s business. (Le Nguyen 2018) KYC is the due diligence process that financial 

institutions must perform to identify their clients. Key aspects of KYC include name 

matching, monitoring transactions and reflecting these to peer companies, history, and 

recorded profile of the customer. (Venkatesh, 2013) 

 



16 
 

FATF (Financial Action Task Force): 

An inter-governmental body established in 1989 by the ministers of its member countries. 

FATF’s intention is 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. FATF has 

developed recommendations that act as an international standard for combating money 

laundering activities. These recommendations are also constantly revised to make sure they 

are kept up to date. (FATF, 2020b) There are currently 39 member jurisdictions in FATF 

(37 countries and 2 regional organizations), and these represent most of the major financial 

centres globally (FATF, 2020c). 

EU Anti-Money Laundering Directive (EU AMLD): 

A set of directives given by the European Commission, that regulates the anti-money 

laundering regime inside the European Union that all member countries must implement into 

their own national legislation. These directives set the requirements for anti-money 

laundering measures that must be carried out in order to prevent money laundering and illicit 

use of the financial system. Directives consider 2012 FATF recommendations. As the 

legislation has been revised more directives are given to renew it. The latest one being the 

5th directive and the 6th directive which is coming in the nearby future. (European 

Commission, 2018) 
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2  Background: Money laundering and anti-money laundering 

In the following sub-chapters, we will discuss more closely on the phenomena that is known 

as money laundering and give a definition to it. We will also describe how it is prevented. 

Terrorist financing and counter terrorist financing (CTF) will also be discussed and defined, 

as terrorist financing closely related to money laundering, the same regulation concerns also 

the prevention of terrorist financing and both are often considered under the same AML 

term. As understanding money laundering is an important part of this thesis, we will describe 

the most common steps involved in money laundering and describe the simplified process. 

We will also discuss about measures taken to prevent money laundering, give an overview 

how AML regulation has started, describe the regulation inside the European Union and 

present the different entities supervising and enforcing AML in Finland. 

We will concentrate on these from regulative point of view and focus on introducing the 

regulation, its history, regulative demands, and authorities enforcing this regulation. 

Therefore, for example different systems and technologies such as customer screening and 

monitoring tools, risk modelling tools, artificial intelligence etc. used in detecting money 

laundering will be excluded from this thesis and use of these in AML will not be described. 

Also, as AML schemes and processes can differ greatly depending on the bank, any specifics 

about the processes or how KYC information for example is collected will not be described. 

We will strictly focus on introducing the regulation, its history and demands inside the 

European Union and entities enforcing the regulation. Also, as we focus on effects on 

Finnish banking sector, we will only introduce the national authorities enforcing and 

supervising regulation in Finland and all foreign national authorities will be excluded as 

these differ in each country.  

Money laundering has in the last twenty years become one of the most dangerous threats to 

the proper functioning of modern economic and financial systems. As terrorism has become 

more frequent, also terrorist financing has added a drastic dimension to the threat that money 

laundering and terrorist financing causes for the society and national security. This means 

that fighting money laundering has become an issue on the top of the agenda of policy 

makers around the world. According to (Gara, Manaresi, Domenico & Marinucci, 2019) to 

give some examples of the magnitude of money laundering as a global problem the United 
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Nations Office on Drugs and Crime has estimated that in the year 2009 criminals, especially 

drug traffickers, have laundered over 1.6 trillion dollars or 2.7 % of the global GDP. 

(UNODC, 2011) Also, International monetary Fund (IMF) has estimated that money 

laundering transactions are in the range equivalent of 2-5% of the global GDP and this can 

have a serious macroeconomic impact. Because of money laundering markets and even 

smaller economies can become corrupted and destabilized. (IMF, 1998) 

2.1  Defining money laundering and terrorist financing 

According to FATF (2019) money laundering means the processing of criminal proceeds 

that have been acquired from illicit activities. Money laundering means processing these 

funds so that their original, illegal origin is disguised to look like legitimate one. The process 

can involve disguising the funds, changing the form of the funds, or moving them into a 

place where they may not attract attention. The phrase “money laundering” originates from 

the United States and describes the Mafia’s attempt to launder illegal money by using cash-

intensive industries like washing salons and it got into wider use as a colloquial phrase with 

the Watergate Scandal in 1973, simply describing the transform of illegal assets into 

legitimate ones. (Schneider & Windischbauer, 2010) 

The Eu defines money laundering in the council directive 91/308/EEC of June 1991 as 

follows: 

- “money laundering” means the following conduct when committed intentionally: 

- the conversion or transfer of property, knowing that such property is derived from criminal 

activity or from an act of participation in such activity, for the purpose of concealing or 

disguising the illicit origin of the property or of assisting any person who is involved in the 

commission of such activity to evade the legal consequences of his action, 

- the concealment or disguise of the true nature, source, location, disposition, movement, 

rights with respect to, or ownership of property, knowing that such property is derived from 

criminal activity or from an act of participation in such activity, 

- the acquisition, possession, or use of property, knowing, at the time of receipt, that such 

property was derived from criminal activity or from an act of participation in such activity, 
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- participation in, association to commit, attempts to commit and aiding, abetting, 

facilitating, and counselling the commission of any of the actions mentioned in the foregoing 

paragraphs.  

Knowledge, intent, or purpose required as an element of the abovementioned activities may 

be inferred from objective factual circumstances. 

Money laundering shall be regarded as such even where the activities which generated the 

property to be laundered were perpetrated in the territory of another Member State or in that 

of a third country. (Council Directive 91/308/EEC of 10 June 1991 on prevention of the use 

of the financial system for the purpose of money laundering, Brussels.) 

The Finnish penal law on the other hand defines money laundering as roughly translated 

below (Finnish Penal Law, chapter 32, § 6):  

Who  

1) receives, uses, transforms, conveys, or possesses funds, benefit or property originating 

from crime to gain benefit for himself or another. Or disguises or fades the benefit or illegal 

source of the property (or funds) or aids the perpetrator to avoid legal consequences of the 

crime.  

2) Hides or fades the proceeds of criminal activities or the true nature, origin, location, rights 

or disposition of property, benefit or assets or aids someone else in such activities. Must be 

fined for money laundering or sentenced for maximum of two years. Undertaking such 

activities is punishable. 

Money laundering is closely associated with terrorist financing as they use similar methods 

in the process of trying to hide the true source/destination of the funds involved in the 

process. Both are also illegal and aim to take advantage of the financial system to gain benefit 

from this illegal use of the financial system.  

Terrorism financing is self-explanatory, it means collecting fund for acts of terror. Terrorist 

groups may directly or indirectly be linked to criminal groups or activities to collect these 

funds. The funds can also come from legitimate sources like for example from individuals 

giving money for “charity” campaigns. (UN Security Council, 2020) As it comes to terrorism 

financing, the primary motivation is not usually financial gain, but rather the use of funds to 

encourage, plan, assist or engage in acts of terrorism. Also, individual sums involved are 
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often much smaller, as small as a few euros for example. The channels used by terrorism 

financers are often similar to one’s money launderers use but fewer techniques are often 

used. Instead, they prefer a high level of anonymity and appear innocuous. (Angela 

Samantha, Kim-Kwang & Liu, 2012) 

2.2  Steps of money laundering 

The “standard” money laundering process usually involves three different stages that are 1) 

Placement, 2) Layering and 3) Integration. This is a simplification of the process and real 

world the money laundering schemes can be incredibly complex, involve many different 

countries, technologies and techniques to launder the illegal money. All these steps may 

involve additional steps or stages to make the laundering process more complicated. 

(Pemberton, 2000) 

1) “Placement” 

The placement is the first initial step in a money laundering operation. Typically, this is the 

phase where the risk for the criminal is the highest and illegal money can be revealed most 

easily as it enters the system. In most money laundering activities two different methods are 

used. The first is a primary deposit, which is an immediate deposit of money into the 

financial system, e.g., depositing cash in and ATM or in the bank. The sums are usually low 

so they would not attract unnecessary attraction This can be done by so called smurfing and 

structuring. This mean splitting a larger sum of cash into smaller ones and depositing them 

on at a time by different individuals so that the limit amounts are undermined. The second 

way of entering illegal money into the system is the so called “secondary deposit”, which 

could be done for example via the use of front-companies on cash-intensive industries (such 

as restaurants) and feigned turnovers to enter the money into the financial system. Trying to 

bribe bank employees is to ignore large deposits is not uncommon either. (Schneider, 2008) 

2) “Layering”  

Layering means the conversion and movement of monetary instruments to conceal the 

original source and trial of the funds to confuse supervisory authorities. Use of multiple 

transactions, offshore tax havens and even securities industry is normal. (Pemberton, 2000) 

Often the transaction intensity and speed are increased using multiple transfers, electronic 

payment systems and different countries to have the benefit of overlapping jurisdictions and 
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inefficient cooperation of criminal prosecution between countries to facilitate the layering 

process. (Schneider, 2008) 

Transfers are made to look legitimate by invoicing between different companies and 

charging for fictive goods or services or using back-to-back loan businesses. Misuse of the 

financial instruments is also quite common. For example, derivatives and swaps are used by 

launderers to hide the original derivation of criminal funds. This is commonly done by using 

mirror image trading technique with two separate offshore companies that arrange an option 

contract between them in which one takes the short position, and another takes the long 

position. In truth, both companies are owned by the same person or entity. (Schneider, 2008) 

3) “Integration” 

If the layering phase is successful, the integration phase follows. In this stage the illegal 

laundered proceeds are entered back into the economy in such way that they appear to be 

normal business funds (Hopton, 2016, 3). In this phase the originally illegal funds are spent 

or invested in legal economy. This could be done by example by purchasing luxury goods 

such as expensive cars, or real estate. Also, investments like starting a business or acquiring 

one by buying shares is one of the used ways to integrate the money back into the economy. 

(Soudijn, 2016). Using financial instruments like stocks is not uncommon either (Schneider, 

2018). 

Figure 4. Typical money laundering scheme (UNODC, 2022) 
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Figure 4. above is showing the simplified process of money laundering and typical steps 

involved in the money laundering process described also above in the text. As we can see 

from the Figure 4 typical money laundering scheme involves three stages that are placement, 

layering and integration. This describes a simplified process and in reality, these can be much 

more complex and the layering step for example can involve many stages.  

2.3  What is done to prevent money laundering – The current AML regime 

In this chapter we explain the history of anti-money laundering. As we explain below, anti-

money laundering and its regulation is rather new and has been made to combat the crimes 

where the illicit funds come from. We also dive deeper to Finnish and European regulation 

and entities supervising the enforcement of the regulation.   

2.3.1  The birth of anti-money laundering 

Before the year 1986 money laundering was not criminalized anywhere in the world. 

However now there is an AML regulation in place in over 170 different states and most of 

these states have dedicated agencies to investigate money laundering. Both the rise of cross-

border crime and legitimate international finance and trade, money laundering is taking an 

increasingly global character. (Sharman, 2008) An important role is played by international 

drug-trafficking which equals about nine percent of the global GDP. These immense 

volumes of money must be laundered, and its economic effects are not completely known 

but nonetheless they are big. (Shneider & Windischbauer, 2010) It is said that international 

drug trade played a big role in making AML a big policy agenda worldwide in the 1980s, as 

it was a problem that required international cooperation. In the 1990s both legislation and 

police practice in fighting money laundering was greatly expanded. This was one of the 

underlying reasons why so many independent states adopted similar AML regulation in such 

a short time. (Sharman, 2008)   

It has been said that international fight against money laundering started in 1988 in the 

Vienna Convention of the United Nations. The main subject in the convention was the fight 

against illegal trade with drugs but also money laundering was one of the topics discussed. 

The next year in 1989 The Financial Action Task Force (FATF) was established in Paris. At 
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the beginning the main task of FATF was to investigate and analyse different money 

laundering methods. (Voller & Wales, 2018) 

2.3.2  Regulation within the European Union 

In the EU the regulation started in 1990 as the first anti money laundering directive was put 

into action. The purpose of this directive was to prevent the misuse of the financial system 

for the purpose of money laundering. It provided, that banks and other financial institutions 

shall apply customer due diligence requirements, i.e., identify/verify the clients, monitor 

transactions, and report suspicious activities when entering a business relationship. 

(European Commission, 2020) This directive has been amended in 2001 and 2005. It was 

completely revised in 2015 by the Fourth Anti-Money Laundering Directive (EU) 2015/849 

(AMLD), which has been binding for all EU member states since June 2017. (Voller & 

Wales, 2018) In the 2018 the directive was amended again by the Fifth Anti-Money 

Laundering Directive (EU) 2018/849 which had to be adopted into national legislation by 

January 2020. 

As already mentioned, the latest addition to the EU AML framework is the Directive (EU) 

2018/843 of the European Parliament and of the Council of 30 May 2018 amending 

Directive (EU) 2015/849 on the prevention of the use of the financial system for the purposes 

of money laundering or terrorist financing and amending Directives 2009/138/EC and 

2013/36/EU. In short this is called the 5th AMLD. The new directive was published in 2018 

and must be implemented into national legislation by 10.1.2020. The purpose of the new 

directive is to amend and replace the previous directives that have been set to prevent the 

misuse of the financial system for money laundering or terrorist financing purposes. Among 

other things the new directive brings national beneficial owner register, more regulation 

concerning cryptocurrencies, cryptocurrency exchanges and wallet providers and named 

high-risk third countries. (The European Parliament and Council Directive (EU) 2018/843) 

The regulation concerning anti-money laundering within the European Union is more or less 

unified. Since the EU AML Directive is binding to all member states and has to be adopted 

into national legislation. This means that the laws in different member states are almost 

identical. (Voller & Wales, 2018) There has also been some downsides in unifying the 

regulation in EU (and across all OECD). The countries that have a strong private banking 

tradition (for example Switzerland, Luxembourg, Liechtenstein, and the Channel Islands) 
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have especially felt the downside of the new regulation. The Eu Directives have unified the 

regulation, but they have also brought tension between member countries regarding the AML 

regulation. Especially Luxembourg has felt, not only increasing political and regulatory 

pressure to address potential weaknesses in its current regulation, but the topic has also been 

addressed in the popular media. (Tsingou, 2010) 

The current situation in regulation is that FATF has an important role as an advisor and in 

setting the standards for anti-money laundering regulation. In the EU revised directives guide 

the regulation within the whole EU. These directives again are based on the standards and 

the risk-based approach set by FATF. The directives must be implemented into national 

legislation and every member country implement them as they see best. In Finland money 

laundering is criminalized by law. The national laws addressing money laundering are The 

Finnish Penal Law (RL), Act on Preventing Money Laundering and Terrorist Financing 

(444/2017) and the Act on Financial Intelligence Unit (445/2017). (Finanssivalvonta, 2020) 

2.3.3  Entities supervising and enforcing anti-money laundering in Finland 

In Finland, the entities supervising the enforcement of anti-money laundering regulation is 

prescribed in the 7th chapter of the Act on Preventing Money Laundering and Terrorist 

Financing (444/2017), later referenced as RahanpesuL. The supervising authorities include 

the Finnish Financial Supervisory Authority (FSA), National Police Board of Finland, 

Finnish Patent and Registration Office and Regional State administrative agencies. Also, the 

Finnish Bar Association (Asianajajayhdistys) supervises entities that are specified for it to 

supervise. (HE 167/2018) These supervising authorities have the right to gain information 

from the supervised entities if necessary. This information must be delivered without a delay 

regardless of confidentiality provision, so that the law can be enforced (RahanpesuL 7th 

chapter 2§) 

The Finnish FSA and its authority and jurisdiction are controlled and prescribed mainly in 

the Act on the Financial Supervisory Authority. The main duties of the Finnish FSA are to 

supervise the institutions taking part in in the financial and insurance sectors. (Laki 

Finanssivalvonnasta 878/2008) The entities supervised include banks, insurance and pension 

companies, investment firms etc. FSA is administratively connected to the Bank of Finland 

but regardless of this it makes its own decisions. The FSA and its activities are supervised 

by the Parliamentary Supervisory Council and its board which sets the objectives and 
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supervises the achievement of these objectives. The objective of FSA is to ensure balanced 

operations of supervised entities in stable financial markets, to protect rights of the insured 

(i.e., general public) and foster public confidence in financial market operations. In addition 

to this the FSA promotes compliance with good practice in financial markets and sharing 

general knowledge about financial markets. (Finanssivalvonta, 2020) 

In Finland the Financial Intelligence Unit (FIU), which operates under the National Bureau 

of Investigation is responsible for investigating any suspected money laundering cases that 

banks and other institutions report to its knowledge. The ministry of finance is responsible 

for developing and updating the regulation and law regarding anti-money laundering actions. 

(Finanssivalvonta, 2020) The main duties of the Financial Intelligence unit are preventing, 

exposing, and detecting money laundering or terrorist financing activities, analysing 

suspicious activity reports, cooperation and information exchange with other authorities, 

cooperation with entities obliged to file reports, keeping statistics regarding money 

laundering and anti-money laundering, and establishing grounds for the decision to freeze 

certain funds if seemed necessary. (The Finnish National Bureau of Investigation, 2020) The 

Financial Intelligence Unit and its operation is regulated by the Finnish law. The Act on the 

Financial Intelligence Unit (445/2017) regulates the operation of the FIU and sets its 

authority and jurisdiction. According to the 4§ of the Act on the Financial Intelligence Unit 

(445/2017) the Financial Intelligence unit has a right to gain information from other 

authorities and supervised entities (i.e., banks etc.). This information must be handed 

regardless e.g., of financial situation or any disclosure agreements. The entity being under 

the suspicion must not be informed that it is under investigation by the Financial Intelligence 

Unit. All the information gathered and accessed can only be used to prevent money 

laundering or terrorist financing activities, to investigate these or to gain back a property or 

benefit gained through money laundering or terrorist financing activities.  

Third supervising authority is the Finnish Patent and Registration Office. The Auditor 

Oversight, which operates under the Patent and Registration Office oversees, supervises, and 

approves auditors. It is responsible for auditor examinations and overseeing the overall 

quality of auditors. It is also responsible for maintaining a register of auditors and in charge 

of the general direction and development of auditing. (Patentti ja rekisterihallitus, 2020) As 

the Patent and Registration office is responsible of supervising auditors, the risk from its 

point of view is related to auditors, auditing firms and their clients. The risk regarding these 
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is considered with risk-based approach. The factors affecting client risk could be associated 

for example with high risk profile (client’s responsible persons having earlier crimes), weak 

governance, high use of cash, high risk industry or associations to high-risk 3rd party 

countries. Factors affecting auditor and auditing firm related risk are similar. For example, 

weak corporate governance, weak internal auditing, weak knowledge regarding anti-money 

laundering, weak track record (no filed or considered money laundering reports) and lack of 

up-to-date risk assessment. To combat these risks the Patent and Registration Office gives 

guidance on anti-money laundering to auditors and asses the work they conduct. It can also 

conduct aimed surveys to specified auditors based on for example on their client’s industry 

or geographical location. Based on these it can ask more information from the auditor on 

how it takes money-laundering associated risks into consideration and how assesses and 

combats this risk. (Patentti ja rekisterihallitus, 2018) 

Regional State Administrative Agencies (Later AVI as shortened in Finnish) and Southern 

AVI in particular is also responsible for supervising that the Act on Preventing Money 

Laundering and Terrorist Financing (444/2017) is enforced and followed properly in 

Finland. AVI is responsible of supervising entities that are obliged to report any suspected 

money laundering activities. Supervised entities include for example, currency exchanges, 

art dealers, pawn shops and financial entities that are not supervised by the FSA. AVI guides 

and informs the supervised entities on how they should monitor and asses the money 

laundering risk. It can also inspect supervised entities’ offices and premises to see that 

compliance measures are in order. (Aluehallintovirasto, 2020a) AVI is also responsible of 

keeping a register on supervised entities. All entities that fulfill specific requirements must 

register themselves on the register. The entities included are mainly entities that are not 

supervised by the FSA or any other authorities, these include for example previously 

mentioned art dealers etc. (Aluehallintovirasto, 2020b) 
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3  Banking sector’s role in anti-money laundering 

Banks act as a gatekeeper of the financial markets and due to this, they play a big role in 

putting the anti-money laundering regulation into force. As gatekeepers’ banks are trusted 

with the duty to prevent the misuse of the financial system. (Yeoh, 2020) Banks and other 

financial entities are obliged to file Suspicious Activity Reports (SARs) to authorities if there 

is something suspicious/illegal noted in the activities of a customer. With the recent scandals 

and fines, like for example the HSBC in 2021 (BBC, 2021) and the risk of losing reputation 

the banks tend to rather report than to ignore marginal activity and this causes more work 

also on the authorities investigating SARs. SARs are an important tool in fighting money 

laundering and terrorist financing. Authorities consider it important that banks can freely 

and comprehensively report such actions without fear of reprisal. (Lakatos & Hanchet, 2007) 

SARs are just one aspect of the anti-money laundering measures applied in the banks. The 

law requires financial institution to apply due diligence measures regarding their customers, 

in practice this means that the financial institution must know their customer, hence these 

are often called Know Your Customer (KYC) information. These measures must be applied 

when entering a new business relationship with the customer and updated in regular intervals 

based on the risk-based approach. (Finanssivalvonta, 2020) These obligations include for 

example customer identification and verification, identifying the beneficial owners (over 

25% ownership), obtaining information on customer’s business etc. (3rd chapter of the Act 

on Preventing Money Laundering and Terrorist Financing (444/2017)).  

The Directive and national laws set the minimum standards on which the supervised entity 

i.e., bank is obliged to construct its own due diligence system based on risk-based approach. 

Financial institutions are supervised by Financial Supervisory Authorities, in Finland this is 

the Finnish FSA, Finanssivalvonta. FSA may do regular or irregular inspections to 

supervised institutions and the supervised entity must be able to demonstrate how it assesses 

the risks of money laundering, how it defines its customers and knows and monitors 

customer transactions and use of services. (Finanssivalvonta, 2020) From customer 

perspective this means acquiring information on their activities, purpose of their business 

and identifying the beneficial owners of the business etc. 
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As the law sets only the minimum requirements and standards for the above-mentioned 

requirements, the process and the scope of measures may be different among different 

financial institutions applying these measures. However, we can assume that measures above 

the minimum are usually applied. This is due to the many risks especially banks encounter 

concerning money laundering. The biggest of these risks is the reputation risk that may 

follow in missing out suspicious transactions and money laundering activities through the 

bank. Media is relentless in advertising these mistakes. Also, as the law requires the banks 

to monitor, report and prevent the use of the financial system there are also other sanctions 

than reputation loss involved. Authorities may apply financial sanctions on a supervised 

entity that has failed to meet the requirements. Institution may commit in a negligent money 

laundering crime for example if it helps the customer setting up shell companies or aids in 

transferring the funds even if it has a reason to suspect that the money originates from illicit 

source. (Finanssivalvonta, 2020) 

Table 1. below shows the most important AML measures applied in banks and demanded 

by the regulation. The measure and its abbreviation are presented on the left side of the table 

and the right side gives the definition for the measure in question. As we can see from the 

table 1 banks are obliged to gather information on the customer and keep this information 

up to date during the entirety of the relationship by doing regular monitoring, check-ups, and 

updates. In addition to this Enhanced due diligence (EDD) measures must be applied on 

higher risk customers. This means obtaining additional information on the customer. For 

example, verifying the source of funds or wealth involved in the business relationship or 

transaction. (FATF, 2022d) In addition to this, banks are obliged to file any found suspicious 

activity found to the authorities with Suspicious Activity Reports (SAR). 

Table 1. Key AML measures in banks, demanded by regulation 

AML measures in banks, demanded by regulation 

Demanded measure Definition 

Know Your 

Customer (KYC) 

In short KYC means AML policies and procedures used for 

determining identity and type of activity that us normal and 

expected from the customer. This helps in detecting activity that 

is unusual for certain customer (ACAMS, 2022) 
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Ongoing Due-

Diligence (ODD) 

Sometimes Ongoing monitoring. Can be seen as part of CDD as 

ODD means monitoring and updating information on the 

customer relationship and transactions throughout the entire 

business relationship to ensure they are consistent with the 

customer profile and risk profile. (Comply Advantage, 2022a) 

Customer Due-

Diligence (CDD) 

Set of internal controls that enable bank to establish a customer's 

identity, predict the types of transactions in which the customer 

is likely to engage and assess the risk related to the customer. 

CDD also guards against fraud and helps to comply with the 

requirements of relevant legislation and regulation. (ACAMS, 

2022) 

Enhanced Due 

diligence (EDD) 

In addition to CDD, EDD means additional measures aimed at 

identifying and mitigating the risk posed by higher risk 

customers. For example, developing a thorough understanding 

of the nature of the customer and customer’s business and 

acquiring additional information on beneficial owner’s source of 

wealth. (ACAMS. 2022) 

Filing Suspicious 

Activity Reports 

(SAR) 

Reporting suspicious activities of customers to relevant 

authorities such as FIU without a delay. Includes for example 

information on the customer (e.g., name, social security number 

etc.) and the suspicious activity.  (Sanction Scanner, 2022) 

 

It could be safely said that banks play a big role in anti-money laundering. To give some 

examples, in the year 2019 Finnish banks made 10 024 reports on money laundering to the 

Financial Intelligence Unit. This was 949 reports more than the previous year. In the same 

year for example realtors and accountants both reported under 25 incidents. The most eager 

to report were companies providing payment services (32 790) and gambling companies 

(11 901). A change compared to last year was that virtual currency providers/brokers were 

included in the reporting in the year 2019. (Police of Finland, 2021) The figure 5 below 

shows the total quantity of all reports filed between years 2017-2019 to the Financial 

Intelligence Unit by banks and other entities. In figure 6 the four most reporting entity types 
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are highlighted, and we can see that payment and gambling services have been most eager 

to report every single year.  

 
Figure 5. Total reports by year 2017-2019 (Police of Finland, 2021) 

 
Figure 6. Largest reporters by quantity in 2017-2019 (Police of Finland, 2021) 

Figure 7 below shows the breakdown of the year 2019 reporting by entity types. 2019 differs 

from other years since virtual currency providers were included in the reporting. Payment 

services providers continued as the biggest reporting entity with a stake of 51 % of all 

reports. Banks and other financial institutions covered 16 % of all the reports made in the 

year 2019.  
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Figure 7. Largest reporting entities by quantity in 2019. (Police of Finland, 2021) 

It could also be said that banks are on the losing side on what it comes to all the new 

regulation. Private sector institutions like banks are left to bear the costs of increased 

compliance programs. This is even more felt by the smaller institutions as the big players of 

the industry have somewhat put themselves into a position where they are able to take the 

initiative and create appropriate standards. (Tsingou, 2010) 

KPMG states in its 2014 Global Anti-Money Laundering Survey that the costs associated 

with compliance are on the rise and they will be on the rise in the nearby future. These costs 

are burdening banks and AML related issues remain as one of the top agendas among the 

board of directors in financial institutions. (KPMG, 2014)  

Naheem (2020) states in his article that, due to increasing anti-money laundering and 

counter-terrorist financing regulation banks must balance in two different agency roles. 

Traditionally the agency theory deals with the relationship which exists between two parties. 

The principal grants authority to the agent to act on his behalf and the decisions and actions 

made by the agent affects the welfare of the principal. (Wright, Mukherji & Mark, 2001) If 

the goals of the two parties differ from each other the risk is that the agent will not aim to 

maximize the welfare of the principal but rather its own welfare (Wright, Ferris, Sarin & 

Awasthi, 1996). Picture below describes this relationship between the two parties and the 

agency theory in general.  
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Figure 8. Agency theory (Wright et.al., 2001). 

The figure 8 above introduces the cooperative relationship between the agent and the 

principal and the conflict of interest associated with this. Agency theory relies on the fact 

that the principal grants the agent authority to act on his behalf and therefore comes 

dependent on the decisions of the agent. However, the preferences between the agent and 

the principal may differ as it comes to for example risk taking and goal orientation. Naturally 

both parties tend to act according to their self-interest and maximizing their own benefit. 

This creates the conflict shown in the picture above. (Wright et.al., 2001) 

Traditionally when agency theory is applied on the banking sector the bank is seen as the 

agent and the client as the principal. The client authorizes the bank to act on his behalf on 

matters in which the client needs banking services. The client also expects that the bank aims 

to provide a good service and maximize the welfare of the client. (Naheem, 2020) However, 

due to increasing regulatory pressure, supervision and compliance banks are now facing new 

kind of principal-agent relationship. In this the regulator i.e., the state is the principal and 

the bank acts as an agent, fulfilling the regulatory requirements with increased KYC 

measures etc. This means that the bank is now facing a dual-agency role in which it must 

balance between the state and the actual client, trying to fulfil the needs and goals of these 

two different roles, while of course trying to reach its own goals. (Pellegrina & Masciandaro, 

2008) These two roles are conflicting with each other as the increased KYC measures and 

other compliance measures may interfere the fulfilment of the client’s needs (Naheem, 

2020). A real-world example would be the investigation/blocking a suspicious transaction 
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which in the end would turn out to be legitimate. Due to this, the client could possibly miss 

a business opportunity and lose the possible profits arising from this. 

As mentioned before AML regulation started in the USA with the Bank Secrecy Act and 

since then it has been ever increasing. More legislation and supervision have been put into 

action and Financial Institutions are feeling the pressure to comply with the increasing 

regulation more than ever. Increasing regulation also means increasing compliance costs for 

the financial institutions i.e., banks, and this can compromise the unique dual agency 

relationship that the banks have with its customers and the regulator. Pellegrina and 

Masciandro (2008) illustrated in their study with a basic cost benefit analysis that as soon as 

the costs of regulation to the banking sector become higher than the penalties occurred due 

to non-compliance the compliance with regulation stops being a priority. There are examples 

of extremities when compliance and risk assessment has been forgotten totally. For example, 

the US branch of HSBC was found out to be letting large amount of illegal drug cartel 

affiliated money through its system. This involved the US branch HBUS and the Mexican 

branch HBMX. These two had carried only a little risk assessment if any when getting 

involved with the suspicious money that was laundered through them. This case in particular 

showcases how compliance was not considered to be a high priority. (Naheem, 2020) This 

is just a one example on how the AML regime can fail as more regulation is given and the 

banks are simply expected to comply with this by a threat of a fine or revoked license. 

Pellegrina and Masciandro (2008) claims that there is a certain tipping point associated with 

the increasing regulation and compliance costs for banks. Once this tipping point is reached 

and the costs associated with compliance become greater than the fines the banks can simply 

decide that the cost of following the regulation is too high. This can lead to extreme 

responses such as shutting down operations in a certain market are or for a certain group of 

customers. An example of this was seen in the UK as HSBC decided to shut the accounts of 

some of its customers that had a Syrian citizenship (Bachelor, 2014). 
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4  Literature review 

The focus of this literature review is to find previous literature about key the changes and 

differences between the 4th AMLD and 5th AMLD and effects of these changes on the 

banking sector. The literature review takes a significant position in this research. Literature 

review aims to analyse and draw conclusions from documents and existing literature around 

the topic. Purpose of this is to show the same statement of knowledge that this thesis aims 

to present. (Machi & McEvoy 2016) Effective literature review is essential for a good study. 

It facilitates theory development, points out the areas where research is developed and the 

areas where more research would be desirable. Literature review should be structured so that 

it is easy to understand the process and the findings of the review. Tables and figures can be 

used as an effective measure to communicate major findings and other information related 

to the reviewed literature. (Webster and Watson, 2002) The existing knowledge on the 

subject should back up all new research done on the subject. The idea of the review is to 

summarize previous research and findings on the area and be as focused as possible. (Rowley 

& Slack, 2004)  

Existing literature and research should provide answers on why certain phenomena exist and 

a reason behind them. Past research should be added to add support for the research in hand, 

to provide theoretical “glue” and reasoning behind why some phenomena is studied more 

closely. Even if there is no past empirical research on the exact subject, research from areas 

close to it can be used to five reasoning and support for the study (Webster & Watson, 2002) 

In this thesis we followed the method Webster and Watson (2002) introduced in their article 

“Analysing the past to prepare for the future: Writing a literature review”. Focus of the 

literature review was to find previous literature about key changes and differences between 

the 4th AMLD and 5th AMLD and effects of these changes on the banking sector. However, 

as the literature specific to the 4th and 5th AMLD are somewhat scarce we reserved a 

possibility to include also literature discussing regulation effectiveness and effects on a 

wider basis.  

With literature review we will try to highlight the current situation and bring out the main 

points of the research. These include in what situation the research and debate around the 

topic is going to, why is the legislation being renewed, what are they key changes of the new 
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directive and what are the possible effects on Finnish banking sector. As the empirical and 

theoretical framework of the thesis is greatly based on European legislation but USA is 

strongly involved in changing the anti-money laundering regime it desirable to also 

introduce some international research also.  

The first step in analysing the past and current research was to choose the keywords and 

develop a suitable search string to find the relevant articles. We decided to use the search 

string “Anti-money” AND “laundering” AND “regulation”. The search string was used in 

two different databases, EBSCO Business Source Complete and Scopus with timeline 

stretching from 2011 to 2020. The search was limited to peer reviewed journals and in 

EBSCO the search retrieved 210 results. In Scopus the search was limited to industries 

related (business and economics) and just articles, this retrieved 110 results giving us 330 

results in total.  

After the initial search the results were scanned through by reading the title and the abstract. 

Based on this the articles that seemed relevant were kept for closer reading and those seen 

irrelevant were discarded. The choice was made by subjective selection by the researcher. 

The relevance was assessed by reading through the title and the abstract and with some 

articles some of the text itself. Articles deemed relevant discussed both 4th and 5th AMLD, 

their short comings and amendments, bank’s role in AML, and the relationship between bank 

and authorities, assessed the AML regulation effectiveness and impact of AML regulation 

to banks. The irrelevant ones seemed to be not very much in depth and presenting the basics 

of AML, too old or for example handling the topic from the point of view of the middle east 

or focusing on technological side related to AML such as using artificial intelligence in 

streamlining AML processes. These were discarded since our interest is not on the 

technology used in AML and generally countries outside European Union and the US have 

a different legislation and lot of the countries in the middle east region are classified to be 

associated with heightened risk from anti-money laundering point of view by FATF. After 

discarding the articles deemed irrelevant, we were left in total with 21 articles. 13 of these 

articles that were deemed as relevant are presented in greater detail in the text below by 

describing the main topics and themes of the article and with some articles comparing 

articles with each other. Table 2. at end of this chapter presents the articles in summarized 

form.  
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Considering the previous literature on AML and 5th AMLD, it can be said that research in 

this field has grown year by year. Especially in the last decade AML has become a somewhat 

hot topic in the finance industry as regulation has been renewed. This has also meant that a 

lot of new studies and research has been published. Journals such as Journal of Money 

laundering Control and journal of financial crime are dedicated to this purpose. Also, 

government and international agencies like IMF, FATF, FinCEN and Egmont group publish 

their own research, manuals and working papers. However, based on the literature review 

the 5th directive has not yet been widely studied and most of the existing literature focus on 

presenting the reasons why the directive was adopted and the key changes of the directive. 

Research on how the new directive effects banking sector could not be found so examining 

the effects for the banking sector is desirable. Previous literature was found where overall 

increasing regulation effect on bank’s stock valuation was researched but this was focused 

on the US market and strictly concentrated on stock valuation. (Balani, 2019) 

Jackson (2018) goes over the shortcomings of the EU AML regulation and why the 5th 

AMLD was needed. He brings up as an example the latest AML related problems in Europe 

concerning Danish Danske Bank, Estonian Versobank, Latvian lender ABLV and Dutch 

ING bank. He claims that one of the main problems is how AML rules are applied and 

enforced by national regulators in each country. It is said that Danske Bank for example had 

a different procedure on mitigating AML risk in Estonia compared to other branches of the 

business. He also states that institutions are somewhat lacking the guidance from EU on how 

to interpret certain risk factors like the risk classifications of different countries.  

In his paper “The problem of regulating the easy way out – EU money laundering regulation” 

Rose (2019b) criticizes that the current system is too focused on financial institutions (later 

FI’s). He says that the current research focus on money laundering as an externality caused 

by FI’s and neglects the fact that clients of financial institutions may in fact play a vital role 

in in the problem. Recent research sees the banks as being the cause for most money 

laundering as they provide launderers a gateway to the legitimate financial sector. In his 

article Rose investigates money laundering problem through investigating it as polluting 

externality and through the legitimate definition given in 4 EU AMLD. The intention of the 

article was to examine whether the scope of 4AMLD (monitoring FIs) is sufficient or 

whether the scope should also include the clients. At the end of is article Rose (2019b) claims 

that the legitimate scope of the 4AMLD is not sufficient to combat the externality problem 
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of money laundering and the clients of FIs’ should also be included into the scope. As a 

conclusion Rose states that 4AMLD definition of money laundering demands knowledge of 

the illegality of the proceeds before action can be regarded as money laundering. At the same 

time the directive only obliges certain entities (FIs) under the regulatory scope, even if these 

are the parties that are in fact non knowledgeable. Therefore, the scope of the 4AMLD can 

be seen insufficient to combat money laundering. In his article Rose (2019b) states that “The 

lack in the regulatory scope has the severe consequence that corporations using financial 

products do not have the incentives to enter the fight against money laundering. Thus, 

leaving the solving of the externality problem of money laundering to the financial sector.” 

(Rose, 2019b) 

In his other article “Disclosing anti-money launderers through CSR regulation – a new way 

to combat money laundering” Rose (2019a continues with the same idea; too much emphasis 

is put on monitoring and regulating the financial institutions. In this article Rose aim to 

examine how incorporating anti-money laundering as element of corporate social 

responsibilities (CSR) directive could help to solve the money laundering problem. 

Implementing anti-money laundering in CSR reporting could help to solve the issue of 

money laundering as this would mean that the corporate clients of FIs would also have to do 

their share of the fight. Right now, the regulatory framework put lots of responsibility of this 

on the FIs, which in most cases do not have the same information as the (corporate) client 

itself on where the funds are originating from. Also, the CSR directive already has some 

overlapping elements with AML directives, such as corruption and bribery. Implementing 

AML insight as part of the CSR directive could further help the FIs to acknowledge the 

clients that are actively fighting against money laundering and could help on sharing 

information related on money laundering. (Rose, 2019a)  

The dual agency dilemma associated with anti-money laundering regulation and banks is 

discussed by Naheem (2020) in his article “The agency dilemma in anti-money laundering 

regulation”. Naheem introduces the agency theorem which is considered to be one of the 

core theories of banking governance structures. The banks acts as an agent for the principal 

(client) to ensure that the client gets the best possible profit for its money. However, as AML 

and compliance regulation has caused that another principal-agent relationship exists in 

banking. In this “new” relationship the principal is the regulator, and the agent again is the 

bank, hence the dual agency problem. (Pellegrina and Masciandaro, 2008) These roles are 
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conflicting with each other as KYC checks can burden the normal customers through delayed 

transactions, extra administration costs and lack of service as more effort is put into 

compliance measures. (Naheem, 2020)  

In the same paper Naheem (2020) also introduces The Crying Wolf Theory by Takáts (2005). 

This theory examines the effects of excessive regulation by regulators towards financial 

institutions and especially the agency problem between the government and the bank when 

money laundering is present.  In his paper Takáts (2005) Introduces the so called “crying 

wolf” theory which in short argues that banks file SAR’s for less suspicious transactions to 

avoid high fines set by the government and the regulators. This excessive reporting dilutes 

the information value of the reports. If the banks report “false” reports, then identifying the 

truly suspicious cases becomes harder. The banks “cry wolf” for two different reasons, first 

banks are uncertain of legality of the transaction. Legal looking transactions could later turn 

out to be part of a money laundering scheme. Second, banks are penalized (by fines for 

example) for false positives if the not reported transactions later turns out to be money 

laundering but banks are not penalized for wrong reports, so this incentivizes banks to report 

less selectively. The government provides incentives for banks to report suspicious activity 

by setting costly penalties and law enforcement actions if the bank is aiding in money 

laundering or neglecting their AML duties. Coarse communication, uncertainty and 

excessive reporting altogether lead to a “crying wolf” and excessive regulation can backfire 

against the regulators.  

The 5th AML brings broader scope of application to the AML regulation as custodian wallet 

providers and virtual currency providers are now included into EU’s AML framework. Such 

platforms provide certain amount of anonymity and could be used to conceal transfers. From 

January 1st, 2020, these institutions have been included into the AML framework and they 

are obliged to report suspicious transactions. Also, art dealers handling transactions over 

10 000 euros are included from now on. Also, enhanced due diligence (EDD) measures are 

now included in the directive.  The 5th AMLD requires EDD measures if a business 

relationship is taken with a counterparty that is involved with high-risk third countries (such 

as Iraq, Syria, or Afghanistan). This means gathering additional information on transactions, 

nature of the business relationship etc. Previously EDD was only required on customers that 

were established in high-risk country. One of the major changes included in the 5th AMLD 

is the beneficial ownership register. The 4th AMLD already included an obligation to register 
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beneficial owners on most legal entities but with the 5th AMLD this is broadened to include 

other company types such as trusts and associations etc. Also, information on beneficial 

ownership (UBO register) is required to be publicly accessible. (Labbé, 2019) 

Wilkes (2020) has examined development of AML regulation in the United States since the 

bank Secrecy Act was established in 1970 to this date. Although this study does not 

concentrate on European market area, it is desirable to also use some US studies as 

background information since AML regulation is often updated to the similar direction in 

US and Europe and many of the reforms originate from the US regulation changes. Wilkes 

(2020) has studied the changes and new regulatory obligations included in the US legislation 

over the years. In the article it is discussed that generally US law rejects the duty to actively 

report crime, but AML law and regulations make an exception in this. Financial institutions 

are in a better position than government agencies to detect and report money laundering 

violations. And, as a potential profiters they may be incentivized not to report such crimes 

and this factor supports stricter punishments for neglecting these duties. Regulation changes 

over the years mean that now financial institutions have a duty to report, investigate, collect 

information, and monitor their customers behaviour. Essentially financial institutions are 

acting as effective private law enforcement agents, who in the case of failure are penalized 

with high fines. Some critique is also made comparing the reporting duties of e.g., doctors, 

teachers or other professions that are in a key position to protect vulnerable individuals. In 

the conclusion Wilkes raises up the question why social media platforms like Facebook or 

Twitter do not have duties to investigate and report their client’s activity in case of criminal 

activity. Financial sector has a unique relationship as it come to reporting and authorities. 

(Wilkes, 2020)  

Pol (2018) has made some research on the effectiveness of different anti-money laundering 

regimes and evaluates the effectiveness of anti-money laundering regime in his study. The 

article criticizes that FATF methodology of measuring effectiveness of the anti-money 

laundering regime does not fully reflect the outcome-oriented model as it purports. The 

methodology of measuring the effectiveness is more concentrated on measuring the quantity 

of reports etc. instead of measuring the “real impact” AML regimes. Pol (2018). An example 

is made of Australia that was given a low rating by FATF even though they managed to 

prosecute some serious cases that helped to prevent and stop money laundering by making 

the laundering activities and preceding crimes harder on the perpetrators. Instead, if 
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Australia had been more focused on just prosecuting straight up money laundering cases, 

they would have probably gotten a higher score since more money laundering cases would 

have been made but the preceding crimes would have been left without interest. Pol (2018) 

Balani (2019) has analysed the impact of the introduction of anti-money laundering 

regulations on bank stock valuations in the USA. New regulations can have a negative 

impact on stocks due to increased operational costs. He has found that regulations introduced 

in the USA 1998 had a positive impact on bank stock valuations but the Patrioct Act that 

was put into force in 2001 had a negative impact. He also concludes that larger banks tend 

to see a more negative impact on their stock valuation compared to smaller banks. This again 

suggest that market tends to see larger banks as having more cost and complexity as it comes 

to AML regulation.   

Del Mundo (2019) aims to explain the “Panama papers” scandal and how circumvention of 

tax and anti-money laundering laws was done. She also examines the global response and 

proposed reforms and strategies that the scandal set in motion. The global reforms and 

proposals included for example Transparency International to call for a public registry of 

beneficial owners and entity transparency in all to target money laundering, tax evasion, 

fraud, and other criminal activities. In panama, more than 275 000 offshore companies were 

shut down and several investigations and reforms on transparency were made. In the US tax 

law reforms and registering beneficial ownership were proposed but also opposed greatly 

because of the concerns on protecting privacy. In Europe the EU required member states to 

strengthen their laws by creating a shared beneficial owner registry and by implementing 

penalties for noncompliance. Also, cross-border cooperation between member states were 

enhanced by multilateral agreement among the member states. Different legislations have 

been an issue in the EU area and exploited by criminals before. Furthermore, whistleblowing 

in many countries was incentivized, SEC in the US for example started to offer protection 

and rewards for whistle-blowers that provide information.  

Campbell-Verduyun (2018) discusses cryptocurrencies and the threat that they pose for 

global anti-money laundering regime. He discusses that Cryptocurrencies must be 

considered in anti-money laundering policy because even though they might not meet 

theoretical standards of money they are still used to make transaction. Secondly, they allow 

users to be anonymous and transactions are made in decentralized networks of users which 

is a threat for the current AML regime. Cryptocurrencies offer a potential means for criminal, 
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terrorist, and other illegal organizations to launder and transfer money. Many banks tend not 

to engage directly with digital money intermediaries since they pose a major AML and 

compliance risk for the banks. Also, many countries like Bangladesh, Bolivia and Ecuador 

have banned the use of cryptocurrencies and their legal status in many other countries like 

Russia, Thailand and China has remained questionable. However, Campbell-Verduyn 

(2018) concludes his article by stating that right now cryptocurrencies have a lot of media 

coverage related to illicit activities and money laundering done with cryptocurrencies. But 

in truth, there is only a little evidence that money laundering through cryptocurrencies is 

widespread, and volumes would be greater than with conventional money. He also states 

that right now cryptocurrencies are more of an opportunity for the AML regime than a 

widespread threat.   

However, even though Campbell-Verduyn (2018) states that cryptocurrencies offer an 

opportunity for the AML regime they have still been included in the regulation by 5th AMLD 

in the EU and the virtual currency providers are now in scope of the regulation. Haffke, 

Fromberger and Zimmermann (2020) have investigated cryptocurrencies from European 

legislation point of view and analysed how the directive applies to cryptocurrencies and its 

shortcomings. They introduce the changes the 5th AMLD brought concerning virtual 

currencies. Virtual currency exchanges and custodian wallet providers are included in the 

new directive as obliged entities. This was done to make sure that authorities in the member 

states can monitor the use of virtual currencies. However, the wallet owners will not be 

registered or made public information which can be seen as a weak point. Also, naturally the 

5th AMLD also includes a legal definition on cryptocurrencies. The authors claim that one 

of the shortcomings of the directive is that the definition is not specific enough and it should 

be adjusted to cover all different virtual currencies. A second argument is that the directive 

fails to monitor all types of exchanges and providers since it is does not specifically include 

crypto-to-crypto exchanges. They also claim that tumbler services used to hide the origin of 

the transfer should be monitored and included as obliged entities. The give an excellent 

example that tumbler services hide the transactions in a way that with fiat currencies could 

be described as altering the serial numbers in bills. The authors showcase that even though 

cryptocurrencies have been included in the regulation there are still some shortcomings as it 

comes to regulating them.  
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Table 2. Relevant articles summarized 

Author(s) & Title Summary 

Labbé, A (2019). “Getting in line: Belgium's view 
on 5AMLD.” 

The article presents the key changes and 
reforms of the 5AMLD compared to the 
previous regulation. 

Jackson, O. (2018). “Repeat of Danske Bank AML 
issues ‘almost certain’ without EU changes.”  

Background on why 5AMLD is needed. 
Emphasizes national differences in 
legislation and that a cross-border act is 
needed to prevent money laundering. 

Pol, R. F. (2018). “Anti-money laundering 
effectiveness: Assessing outcomes or ticking 
boxes?” 

Shows critique to the global methodology of 
evaluating the anti-money laundering 
effectiveness against defined outcomes. 
Keynote: More interaction between policy 
effectiveness and outcomes literature and 
practice could help to improve the system.   

Campbell-Verduyn, M. (2018). Bitcoin, crypto-
coins, and global anti-money laundering 
governance.  

Highlights the fast-changing environment 
associated with AML legislation. Emphasizes 
the risk that virtual currency and 
blockchains poses on Anti-money 
laundering regime.  

Del Mundo, C. F. S. (2019). “How Countries Seek 
to Strengthen Anti-Money Laundering Laws in 
Response to the Panama Papers, and the Ethical 
Implications of Incentivizing Whistle-blowers.” 

Showcases the Panama papers scandal and 
it effects in the US, Europe, Germany, and 
Panama. Also talks about incentivizing 
whistleblowing (revealing information to 
authorities). 

Naheem, M. A. (2020). “The agency dilemma in 
anti-money laundering regulation “ 

Focuses on models of agency theory and 
the “dual agency” role that the banks must 
develop to provide service for the 
customers, but also to fulfil compliance 
requirements set by legislators.  

Rose, K.J. (2019b) “The Problem of regulating 
the easy way out – EU money laundering 
regulation. 

Studies the EU AML regulation and 
especially the 4th AML directive and its 
shortcomings. Criticizes that the regulation 
is too much focused on FIs and banks and 
not enough focus is put on the actual clients 
of FIs’. Showcases that there is a negative 
externality problem attached to money 
laundering. 

Rose, K.J. (2019a) “Disclosing anti-money 
launderers through CSR regulation – a new way 
to combat money laundering” 

Criticizes that the scope of present 
regulation is insufficient and solving the 
issue is completely left on Financial 
Institutions. Analyses the possibility of 
disclosing anti-money launderers and 
adopting a new way sharing information 
and policies of AML strategy through 
corporate CSR reports.  

Takáts, E. (2005) “A Theory of “Crying Wolf”: The 
Economics of Money Laundering Enforcement” 

Introduces the “Crying Wolf” theory 
involved with regulation and money 
laundering. In essence excessive regulation, 
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costly fines and law enforcement that 
threatens banks for neglecting their AML 
and reporting duties may in fact cause 
banks to file excessive number of SARs. This 
dilutes the information that reporting is 
meant to provide for the officials  

Wilkes, C. J. (2020). “A Case for Reforming the 
Anti-Money Laundering Regulatory Regime: How 
Financial Institutions' Criminal Reporting Duties 
Have Created an Unfunded Private Police 
Force.” 

Studies US law from AML perspective. 
Generally, US law rejects the duty to 
actively report crime, but AML law is an 
exception. This has created a unique 
relationship with the authorities has created 
a “private police force” monitoring and 
reporting money laundering crimes.  

Balani, H. (2019) “Assessing the Introduction of 
Anti-Money laundering Regulations on Bank 
Stock Valuation an Empirical Analysis.” 

Analyses the impact of anti-money 
laundering regulation on bank stock 
valuations in the US market. New regulation 
can have a negative impact on valuation 
due to increased operational costs. 
However, the results between regulations 
introduced in different times have had a 
contradictory result. Also, the size of the 
bank matters as bigger banks tends to have 
more impact on their stock valuation.  

Haffke, L., Fromberger, M. & Zimmermann 
(2020) “Cryptocurrencies and anti-money 
laundering: the shortcomings 
of the fifth AML Directive (EU) and how to 
address them” 

Analyses how the 5th AMLD brings 
cryptocurrencies in to scope of the 
regulation and how cryptocurrencies have 
been implemented in the directive. Also 
analyses the shortcomings of the new 
directive as it comes to cryptocurrencies.  
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5  Methodology and data 

In this chapter we will present the data and methodology used in the research. The outcome 

and the results of the research are based on the data and methodology outlined in the chapters 

below.  

5.1  Methodology 

This thesis was carried out using qualitative methods. We will be using a combination of 

two qualitative methods, content analysis and semi-structured expert interviews. Qualitative 

method has special value especially when investigating new, sensitive, and complex issues. 

It can generate detailed information on the topic and allows the researcher to describe the 

phenomena in detail (Trochim, 2020) 

Content analysis is used to make to make valid inferences from the text. These inferences 

can be about the senders of the message, the message itself or the audience of the message 

(Weber, 1990). We are mainly interested on the message itself from the perspective of the 

audience, which in this case is the Finnish banking sector. Content analysis allows 

documents to be analysed systematically and objectively. This methodology allows the 

researcher to have a wide and summarized understanding of the research phenomena in hand. 

(Tuomi & Sarajärvi, 2018) 

As our main interest is in the changes and differences between the 4th AMLD and 5th AMLD 

the research will have references to legislative study. The juridical method in use would be 

closest to law doctrine as we are studying law that is in force while this research is being 

conducted. Law doctrine method is usually used to study the norms of the law. In tradition 

this method has had two different forms: interpretation and systematization of the norms of 

the law. (Hirvonen, 2011) The aim of this research is to study the differences between the 

two AMLD Directives and what the new 5th AMLD effects banks. 

The other method in use is the expert interviews. Interviews are one of the most used 

methods in qualitative research and there are several different ways to conduct the 

interviews. Interviews can be conducted for example as one-on-one interviews, in certain 

focus groups or as in-depth interviews. Interviews offer unique way of gathering data on 
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people’s opinions and beliefs. The questions are often predetermined, and the interviewer 

can come up with follow up questions to gain a deeper understanding on the subject and 

opinions of the interviewee. (Bhat, 2020) 

The chosen interview method in this thesis was semi-structured interviews. Semi-structured 

interviews were chosen because they are well suited for exploration of the perceptions and 

opinions of respondents in complex and sometimes sensitive issues. Also, semi-structured 

interviews enable probing for more information and clarification answers and follow-up 

questions can be used. (While, 1994) Semi-structured method was seen as suitable because 

the topic is quite sensitive, and banks are reluctant to share their specific processes. 

Figure 9. Process of content analysis and interviews. 

The combination of the two methods, content analysis on 5th AMLD and expert interviews 

were used as described in the figure 9 above. The content analysis was done prior to the 

interviews as the information acquired in this was then partly used to shape the interview 

questions. This gave us insight on why the new directive has been adopted and what have 

been the key changes and which of these changes could be the ones effecting the banking 

sector the most.  

5.2  Data 

The data in the research included two different types of data, written legislation and data 

collected in expert interviews. Firstly, the written data used in the research was the Directive 

(EU) 2015/849 (4th AMLD) and Directive (EU) 2018/843 of the European Parliament and 

• Finding out key reasons for 
adopting new the new 
directive
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• Shaping the interview 
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of the Council (5th AMLD). In short, the previous 4th EU AML Directive and the new 5th 

EU AML Directive amending the 4th one. 

5.3  Data collection 

The legislation is freely available online on European Commission website and all the new 

or amending national legislation is also freely available on Finnish legislation database 

Finlex. For analysing the directives and the differences between these two directives we used 

a content analysis technique described above in the methodology section. The directive was 

analysed carefully which will be presented below in the coming chapters. 

The secondary data for the research was collected during the expert interviews. As the topic 

is sensitive and people working on AML field is limited, collecting a large quantitative 

sample is not easy. Therefore, the intention was not to collect quantitative data but qualitative 

data which would support the information acquired on detailed content analysis of the 

drective 

The interviews were kept in the beginning of year 2022 via an online Microsoft Teams call. 

The interviews were executed as one-on-one interviews separately with each interviewee 

and interview questions were sent to interviewees in advance. Initially three interviews were 

planned but one of the interviewees had to cancel at the last moment. Because of this there 

were in total of two interviews. The interviews lasted between 45 and 60 minutes and 

included in total of 14 questions listed in the appendices (Appendix 1). As the interviews 

were conducted as semi-structured interviews, follow-up questions were asked to gain 

deeper knowledge on interviewees opinion and thoughts. Also, the interviewees were 

allowed to ask questions rather freely and discussion around the questions were allowed to 

gain deeper understanding on the topic. 

The interviews were conducted fully anonymous and later the bank will be referred to simply 

as “bank” and interviewees as “interviewee one and two”. Both interviewees work in the 

same bank operating in the Finnish banking sector. The criteria for choosing the interviewees 

were the following. The interviewee must work in a bank operating in the Finnish banking 

sector and the interviewee must work in a position related to AML matters. 

Both interviewees work in the bank’s financial crime prevention department in AML related 

matters. Interviewee one has worked on the financial sector for about 12 years and in purely 
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AML related tasks for 3-4 years. Interviewee two has been working in AML related tasks 

for 12 years and has also previous experience in the field of transaction monitoring and 

screening. To gain a wide understanding from different levels the interviewees were chosen 

so that they would represent different levels of bank’s AML department. One working in a 

position closer to the daily processes and the other in higher managing position.  

Both interviews were recorded and afterwards transcribed so that they could be analysed 

more thoroughly after the interview. Interviewees were allowed to discuss the questions 

rather freely and ask their own questions in case they had some.  

5.4  Structure of the interviews 

In total, the questionnaire form included 14 questions with individual sub questions 

(Appendix 1). The idea of the interviews was to map the thoughts and opinions of experts 

working in the industry an see what changes related to the 5th AML directive they consider 

to be the most significant and how these have affected the bank. Then this could be compared 

to the content analysis and previous literature around the topic.   

The main goal of the interviews was to try and seek answers to two specific questions 

through the own experiences of the interviewees. Firstly, we wanted to acquire information 

on how has the implementation of the 5th directive affected banks in Finland? The aim was 

to map out expert opinions and experiences on what kind of changes the 5th AMLD has 

brought to daily work and processes, what changes have been seen as particularly significant, 

risky, or costly to implement. We also wanted to know has the overall implementation of 

new legislation been hard or easy and does the increasing regulation pose a threat to the 

banking industry. Also, thoughts on the changes were discussed alongside the overall 

opinion whether authorities are also doing their part on enforcing the regulation. 

The second question we seek to acquire answer on was what are the key reasons for adopting 

the 5th AML Directive? The directive, its pretext and previous literature already give some 

insight on this question, but we also wanted to gain an opinion from expert’s point of view 

on what they see the main drivers behind the new directive to be.  

The interview questions included two different types of questions: Questions on Likert scale 

1-9 and open field questions. The Likert scale questions were used to map out the 

significance of a certain amendment or the change that was included with the directive and 
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has this increased the workload on daily processes. For example, "If you had to rate the 

significance of this change from 1-9 where would this change set? (1=not significant, 9=very 

significant)”.  There were in total 6 Likert scale questions and rest of the questions were 

open field questions. Four main changes that were seen as particularly important for the 

banking sector were picked based on the content analysis done on the new directive before 

the interviews. 

The open field questions were used on other questions to map out the opinions and insights 

on other matters. For example, what change has been seen as the most risky or costly to 

implement, what are seen as the key reasons behind the new directive and whether the 

implementation of the new regulation as a whole has been easy or difficult for the bank.  

5.5  Content analysis on the 5th directive 

Directive (EU) 2018/843 of the European Parliament and of the Council (5th AMLD) was 

published 30 May 2018 to amend the previous Directive (EU) 2015/849 (4th AMLD). The 

deadline of implementing the directive into member states legislation was 10 January 2020. 

The 5th ALMD was published to amend older Directive (EU) 2015/849 on the prevention 

of the use of the financial system for the purposes of money laundering or terrorist financing. 

This amendment brought new changes and requirements for the institutions acting in the 

financial industry and to those who are obligated to report any unusual activities found. 

We will analyse the new directive by applying a meticulous content analysis which will give 

us a thorough understanding on the new directive and its changes and the possible affects 

this might have on the banking sector and banks’ responsibilities in the fight against money 

laundering. 

The content analysis on the directive was done before the expert interviews to gain a deep 

understanding on the new directive and its major amendments and changes considering the 

banking sector in Finland. Through the thorough content analysis, we aim to seek answer for 

the question “What are the key changes of the 5th EU AML Directive compared to the 

previous legislation?”. Also, as part of the content analysis we aim to answer the question 

“What are the key reasons for adopting the 5th AML Directive?”. 
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5.6  The reasons for implementing the directive 

The development of technology, new forms of payment services and new different ways to 

transfer money between different individuals and legal entities force the legislators to update 

the current regulation every now and then. Especially the recent terrorist attacks have shown 

that these new alternative financial systems and ways of transferring money have become 

increasingly popular in financing terrorist operations. These new technologies and financial 

systems have been out of scope of the current legislation as they have not been included in 

the 4th AMLD. Also, The United Nations, Interpol and Europol have reported increased 

convergence between organized crime, money laundering and terrorist groups. This poses a 

threat to whole Union and preventing the misuse of the financial systems is a crucial part of 

fighting that threat. (The European Parliament and Council Directive (EU) 2018/843).  

This has forced the European Union to act on the problem and amend the previous legislation 

to keep the regulation up to date. As it comes to money laundering, new techniques and ways 

of laundering money are being developed as payment technology and financial technology 

develops. Just based on this fact, amending the regulations can been seen necessary to offer 

competent tools for financial institutions and FIU’s to fight money laundering. In fact, The 

Communication from the Commission to the European Parliament and to the Council given 

in 2016 and entitled as ‘Action Plan for strengthening the fight against terrorist financing’ 

emphasizes the need to adapt to new threats and the need to amend the 4th directive to make 

adapting possible. (European Commission, 2016) 

It can be said that the main reasons for amending the legislation with the new 5th directive 

was to bring certain payment services and financial institutions into scope of the directive, 

mainly those involved with virtual currencies. Virtual currencies have provided an 

anonymous way of transferring money and identifying individuals behind the transfers have 

been problematic. The 5th directive aims to combat this and make the virtual currency 

transfers more transparent.  Other reasons were to increase transparency in general and 

cooperation between different member states and their authorities like Financial Intelligence 

Units. Also, harmonizing the measures taken to combat money laundering and terrorist 

financing, especially enhanced due diligence measures was one of the objectives of the 

directive. Different measures in different member states have revealed some weak spots 
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especially as it comes to business relationships involving high-risk third countries. (The 

European Parliament and Council Directive (EU) 2018/843) 

Transparency and cooperation between member states was also one of the main reasons for 

the amendment. The Financial Intelligence Units play a major role in combating and 

revealing different money laundering and terrorist financing schemes. So far there have been 

deviations in their functions, competences, and powers in different member states and FIUs 

have reported difficulties in exchanging information in the case of certain offences like tax 

crimes. FIUs should be able to exchange and provide information in cooperation with 

different authorities, obliged entities and FIUs in other member states. This is something that 

the 5th directive aims to do. (The European Parliament and Council Directive (EU) 

2018/843) 

The new directive aims to make money laundering and illicit actions more difficult by 

reforming the European Economic Area and the European financial system to be more 

transparent in the future. For example, the national beneficial register that we will introduce 

later in this chapter aims to act as a deterrent for criminal activities as the beneficial owner 

information is more publicly available and hiding the true beneficiaries behind a legal entity 

comes more difficult. 

The objective of the new directive is protection of the financial system through prevention, 

detection and investigation of money laundering and terrorist financing. The directive is 

given on an EU level since member states and their legislation cannot sufficiently fight this 

problem on their own. Relying solely on Member states legislation could be inconsistent 

with the functioning of the internal market and a directive controlling this issue on a Union 

level helps to protect functioning of the European internal market and financial system. (The 

European Parliament and Council Directive (EU) 2018/843) 

5.7  Key changes of the 5th directive 

In this chapter we will focus on presenting the most important changes and amendments of 

the 5th EU AMLD compared to the fourth directive. The major changes will be presented 

under their own headings. 
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5.7.1  Bank and payment account monitoring system 

One of the biggest changes is presented in fifth directive’s article 32 a, the so-called Bank 

and payment account monitoring system. This means that member states must develop and 

put into place a central registry or a central data retrieval system which allow the 

identification of any natural persons holding or controlling payment accounts and bank 

accounts identified with IBAN and safe-deposit boxes held by a credit institution within their 

territory. The information must be made accessible for the national Financial Intelligence 

Units and other competent national authorities (e.g., Customs office). The information 

available shall include account holder’s or beneficial owner’s name and other identification 

data (e.g., unique identification number), account IBAN number and date of opening and 

closing and for the safe-deposit boxes the name of the lessee complemented with other 

identification data like identification number accompanied with the duration of the lease 

period. (The European Parliament and Council Directive (EU) 2018/843, article 34a) 

In Finland amending this article into Finnish legislation means introduction of a new law 

called Laki pankki- ja maksutilien valvontajärjestelmästä (571/2019) which translates into 

Law on Bank and payment account monitoring system. This law was introduced in April 

2019. The law has a same objective as the directive, enhancing the electronic information 

exchange between competent authorities and financial institutions. According to the law 

financial institutions are responsible for maintaining information retrieval system and 

customs office is responsible of maintaining Account register and keeping the information 

accessible for other competent authorities. By competent authorities the law means 

authorities defined in law preventing money laundering and terrorist financing e.g., the 

Finnish Finance Intelligence Unit. The information will be kept in the register for 10 years 

until they can be deleted. Keeping the register up to date is enforced by fine and penalty 

payments in case of offenses. The new was adopted into Finnish legislation 1st of May 2019 

and came into power 1st of September in 2020. (Laki pankki- ja maksutilien 

valvontajärjestelmästä 571/2019, Finlex 2021) 

As the bank and payment account monitoring system mainly aimed for the use of authorities 

this change does not seem to have a major impact on the banking sector itself. At least not 

an impact that would have a direct positive impact for example in form of simplifying the 

processes or automating the information gathering. The major impact of this change can be 
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seen to be the extra work and implementation process related to setting up specific processes 

and register for the use of authorities. This again will create extra costs as some internal 

processes will have to be modified to comply with the regulation. 

5.7.2  Including virtual currencies and currency providers into regulation 

The second major change the directive brings is that the virtual currencies and virtual 

currency and wallet providers are now largely included in the new directive. This 

amendment also, just like the previous one, in Finland means putting a new law in to force. 

The new law is called Laki virtuaalivaluutan tarjoajista (572/2019) and it was adopted into 

Finnish legislation in 1st of May 2019.  From banks point of view, virtual currency providers 

are customers like other businesses, so they must apply similar KYC measures to these 

customers, the new law does not change this aspect. However, as the new law came into 

effect this means that virtual currency and wallet providers must register themselves into 

register kept by the Finnish FSA. From banks perspective this increases transparency and 

may make virtual currency providers seen as more reliable. (The European Parliament and 

Council Directive (EU) 2018/843) The new law defines virtual currencies and their providers 

and those entities that must register themselves into FSA register. The new law also defines 

KYC requirements that virtual currency providers must apply on their own customers, this 

can be seen as a major change as all and from bank’s perspective also. These measures 

include things like identifying the beneficial owner and creating an internal risk management 

system. (Laki virtuaalivaluutan tarjoajista 572/2019) From now on the providers will apply 

their own KYC measures on their customers and banks apply their own measures on the 

providers that are their customers. From bank’s perspective this can make the virtual 

currency providers look more reliable and less risky as they have to apply their own KYC 

measures. 

By keeping an own register of the providers and providers now included under the FSA 

monitoring and regulation will help reducing the misuse of virtual currencies for illicit 

purposes like money laundering or terrorist financing. As the virtual currency providers are 

now included in the new directive it may be easier for banks to do risk-based assessment on 

the providers that are now applying their own KYC and risk assessment measures on their 

customers. However, from the banks perspective virtual currency providers can still be seen 

as associated with high risk as they allow fast international transfers and despite the new 
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regulation still offer a certain degree of anonymity for the users. Also, as most normal banks 

do not offer services related to virtual currencies this will most likely only have a small 

impact on banks daily processes and overall increase in the workload. One of the takeaways 

in the new directive is that as the new measures will be applied across the European union 

the users using the provides servicers for illicit purposes may shift their operations in 

countries that are not applying as intense regulation on virtual currencies. (The European 

Parliament and Council Directive (EU) 2018/843) 

5.7.3  Information exchange between FIUs 

FIUs have a vital role as it comes to preventing money laundering and terrorist financing. 

Therefore the 5th directive brings up the cooperation between FIUs in different member 

states and emphasizes that cooperation should be streamlined and certain obstacles in the 

information change should be removed. The directive states that there is lack of international 

standards which in return causes differences in functions, competences, and powers of FIUs 

in different member states. Member states should aim to have a more coordinated and 

efficient approach to deal with financial investigations between FIUs in different member 

states. The directive states that FIUs should be able to obtain all necessary information from 

any obliged entity relating to their functions even if the request was made by another Union 

FIU. The directive takes a stand that an FIU should not refrain from or refuse the exchange 

of information not another FIU, spontaneously or upon request for reasons such as a lack of 

identification of an associated predicate offence, features of criminal national laws and 

differences between the identification of an associated predicate offences. (The European 

Parliament and Council Directive (EU) 2018/843)  

All these changes aim to make the FIU collaboration between the member states more 

efficient. To make the information exchange more efficient and rapid the new directive 

demands that FIUs designate at least one contact person or point that is responsible for 

receiving and handling requests of information from FIUs in other member states. (The 

European Parliament and Council Directive (EU) 2018/843) From banks perspective the FIU 

cooperation can be seen as a minor change since it is a “higher level” change as banks are 

supervised by the FSA and when needed, help FIUs to carry out investigations. This 

amendment mostly concerns the cooperation between FIUs and likely will have no real 

impact for the banks. 
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5.7.4  Beneficial ownership register 

One of the major changes of the new 5th directive was the creation of beneficial ownership 

register in the member states. As for the beneficial owner register, the directive states that 

Member states should create a centralized register where organizations are obliged to register 

their beneficial owners. The member states should also allow access to beneficial ownership 

information by establishing a clear rule of public access, so that third parties able to ascertain 

who are the beneficial owners of corporate and other legal entities. The public scrutiny will 

in its part contribute to prevent the misuse of legal entities and legal arrangements, including 

tax avoidance. (The European Parliament and Council Directive (EU) 2018/843) 

Finnish Patent and Registration Office is responsible of maintaining the beneficial owner 

register. The beneficial ownership information must be registered in the Finnish trade 

register by legal entities that are obliged to provide the information into the register. The 

deadline to repost this information into the register was 1.7.2020 and practically almost all 

legal entities except sole traders are obliged to report their beneficial ownership information 

into the register. The organizations should also report any changes on beneficial owners or 

if a person seizes to be a beneficial owner of a certain legal entity. The beneficial owners of 

different entities are defined in the Law on the Prevention of Money Laundering and 

Terrorist Financing (Laki rahanpesun ja terrorismin rahoittamisen estämisestä 444/2017) 

and the obligation to register beneficial owners is described in the Trade Register Act 

(Kaupparekisterilaki 129/1979). The beneficial ownership information can be accessed by 

authorities investigating money laundering, organizations that are defined in the Act on 

Money Laundering and who have an obligation to know their customers (such as banks and 

insurance companies), media representatives and other parties whose purpose on using the 

information is in accordance with the law. (Patentti- ja rekisterihallitus, 2021)  

From bank’s perspective this can be seen as one of the major changes as identifying the 

beneficial owners of a legal entity is one of the core requirements of gathering KYC 

information. Now the information can be accessed through a centralized register compared 

to the previous situation when the information had to be confirmed from the customer. So, a 

centralized register containing beneficial owner information can be seen as an easing factor 

from bank’s point of view. Therefore, this will most likely have a positive effect and 

workload will decrease which in turn could have a positive effect on costs associated with 
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compliance. The bank’s, just like other obliged entities, are also obliged to report any 

discrepancies and differences they find to the Finnish Patent and registration office who is 

responsible of maintenance of the register (Laki rahanpesun ja terrorismin rahoittamisen 

estämisestä 444/2017). 

5.7.5  Public list of Politically Exposed Persons (PEPs) 

To identify Politically Exposed persons more efficiently in the European Union the directive 

states that Member States should issue lists indicating the specific functions which, in 

accordance with national laws and regulations, qualify as prominent public functions. 

Member States should also request international organizations accredited on their territory 

to issue and keep up to date list of those prominent public functions at that international 

organization. (The European Parliament and Council Directive (EU) 2018/843) So the 

specific persons fulfilling those positions will not be published but certain positions giving 

a person PEP status will be collectively on one list. The lists are designed to make it easier 

for smaller companies and compliance teams to screen their customers against these lists for 

a possible PEP match which in turn will mean EDD measures applied on these customers. 

(Comply Advantage, 2019b) Screening individual customers for a possible PEP match can 

be a labor-intensive task. A comprehensive list containing all positions giving certain person 

a PEP status can be seen as a good change from banks point of view as banks, like all other 

obliged entities, need to screen their customers for a possible PEP match. Comprehensive 

list provided by the authorities will help obliged entities in the screenings and can be seen 

as a harmonizing factor between different operators in the industry and in the long run this 

will most likely standardize some processes related to PEP screenings. Most likely this is 

going to have a positive effect because before there have been no actual list available. 

Number of PEP segment customers might decrease and as the list is published this will most 

likely help to streamline the process in handling such customers. However, it can also be 

argued that processes might have to be modified quite largely and larger banks most likely 

already have rigid PEP related processes. 

5.7.6  EU high-risk third countries 

The 5th directive also amplifies the list of high-risk third countries and the rationale of 

including a certain country in to the high-risk third country list in the directive article 9. The 



56 
 

EU Commission is mandated to list these high-risk third countries that have identified to 

have strategic deficiencies in their AML/CTF regime. The aim of identifying these countries 

is to protect the integrity of the EU financial system. According to the directive article 18a 

banks and other obliged entities are required to apply enhanced vigilance e.g., extra checks 

and control measures in business relationships involving these high-risk countries. (The 

European Parliament and Council Directive (EU) 2018/843) The Commission publishes a 

revised list on these specific countries on their website so that it easily accessible for banks 

and other obliged entities. 

The countries are identified by using a certain methodology that are based on FATF lists on 

High-risk and other monitored jurisdictions complemented with own Commission 

assessment. The assessment includes for example assessing the criminalization of money 

laundering, customer due diligence, reporting and record keeping requirements, sanctions in 

case of breaches, information availability and exchange on beneficial ownership and legal 

arrangements. (European Commission, 2021) If a business relationship or transactions 

involve identified high-risk third countries obliged entities are required to apply specific 

enhanced due diligence measures on the customer and business relationship. These measures 

involve for example obtaining additional information on the customers and beneficial 

owners, additional information on the nature of the business relationship, obtaining 

information on the source of funds and wealth of the customer and the beneficial owners, 

obtaining information on the reason for the intended or performed transactions and some 

other specific measures like continued enhanced monitoring of the customer. (The European 

Parliament and Council Directive (EU) 2018/843) 

From bank’s perspective above mentioned measures and application can be seen as both 

negative and positive amendments. In the other hand, relationships involving these high-risk 

third countries bring some extra work and effort as additional EDD measures are applied on 

them. This will most likely significantly increase the workload on one specific customer 

segment.  On the other hand, it can also be seen as a positive thing that specific countries 

have been listed by the Commission along with the specific measures applied with these. 

This can be seen as a standardizing factor in the industry and banks and other obliged entities 

are not forced to rely on their own judgement as the specific countries and measures to be 

taken are listed by the Commission. This in hand might have a somewhat decreasing effect 

on the workload if there have been exhaustive measures applied on these customers before. 
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5.8  Expert interviews – Results 

In this part of the research, we will analyse the interviews and describe the themes, opinions 

and answers that were acquired in the interviews with the respondents. We will present the 

findings from Likert scale questions under their own section and findings from open ended 

questions under their own respective section. The full questionnaire used in the interviews 

can be find in the appendices (Appendix 1.). 

5.8.1  Likert scale questions – results 

Table 3. Results from Likert scaled questions 

Question  Respondent 1 Respondent 2  Avg. 
Question 2b. 
Has adding cryptocurrencies and their providers 
into scope of the regulation increased or reduced 
workload? On a scale from 1-9 how much?    2 8 5 
Question 2c. 
Significance of adding cryptocurrencies and their 
providers into scope of the regulation for the bank 
on a scale from 1 to 9? 2 8 5 
Question 3b. 
Has amending the list of high-risk third countries 
and measures required in connection with these 
increased workloads in the bank? On a scale from 1 
to 9, how much? 9 9 9 
Question 3c. 
Significance of amending the list of high-risk third 
countries and measures required in connection with 
these for the bank on a scale from 1 to 9? 9 8 8,5 
Question 4b. 
Has the adoption of national register on beneficial 
owners of legal entities increased the workload in 
the bank? On a scale from 1 to 9, how much? 2 5 3 
Question 4d. 
Significance of the adoption of national register on 
beneficial owners for the bank on a scale from 1 to 
9? 2 1 1,5 
Question 5c. 
Significance of creation of bank and payment 8 2 4,5 
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account monitoring system for the bank on a scale 
from 1 to 9? 
Question 10. 
On a scale from 1 to 9 how important do you 
consider the amendments of the 5th directive to be? 8 7 7,5 

 

Table 3 above shows the answers of each individual respondents to the Likert scaled 

questions. The options were on a scale 1-9, 1 being not significant and 9 being very 

significant.  From the table we can see that both respondents had fully united opinions on 

question 3b and almost united answers in question 3c. 

Question 3 discussed about the amendments done in the 5th directive to list of the high-risk 

third countries and EDD measures required to be taken in connection with these. Question 

3b asked if this has increased the amount of workload in the bank and asked to rate this on a 

scale from one to nine. Question 3c on the other hand asked to rate the overall significance 

of this change for the bank’s perspective. This means that both interviewees see that the new 

amendments considering the EU high-risk third countries and measures concerning these 

have had a significant impact on the amount of work and the overall impact of this 

amendment has been significant. 

Question 10 was “Would you say that the 5th AMLD and its amendments have been 

necessary and an important part of the supervision and regulation? On a scale from 1 to 9, 

how important do you consider these amendments to be?”. As we can see from the table both 

interviewees agreed that the new directive and its amendments to be somewhat significant 

and important as they rated this to be 7 and 8. 

Also, during the interview as this was discussed both agreed that the new amendments are 

seen as necessary part of the regulation. Although some parts of the new regulation have 

somewhat failed or were overestimated in the beginning, the changes are still seen as 

necessary and good thing going forward in the regulation. Interviewee two mentioned that 

the overall idea behind the directive has been good but maybe the implementation and 

especially time timeframe was just too fast. Due to this some things had to be compromised 

too much in the implementation phase between the regulators and the obliged entities. 

Interviewee one mentioned that amending the virtual currency providers has been especially 

good and as an example mentioned how much this alone has increased the SARs filed for 

the FIU since they became under supervision.  
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Question 2 discussed about 5th AMLD amendment of bringing cryptocurrencies and their 

providers into the scope of the regulation. 2b asked if this has increased the overall workload 

in then bank and how much on a scale from 1 to 9. Question 2c asked to rate the overall 

significance of this change for the bank on a scale from one to nine. 

The interviewees had somewhat disagreeing answers, one answering 2 and the other 8 on 

both questions. Interviewee one saw this to be somewhat insignificant and interviewee two 

saw this to be significant. As the answers are so disagreeing it’s hard to draw conclusions 

purely from these answers but as the topic was discussed more widely under other sub 

questions in the question three it seems that interviewee two had a wider approach and 

considered the change to be more significant for the financial industry as a whole as this 

affects dramatically to virtual currency providers and dealers. This might be because the 

respondent represented a higher managing position and therefore considered things in a 

wider scope. Then again, when considering strictly banks the change has not been so 

significant since the bank employing the interviewees does not offer virtual currencies. Some 

extra resources have had to be hired to take the impact in to consideration though, and it 

could be said that the change has been more indirect than direct. For example, employees 

must be more aware of the regulation and new guidelines considering virtual currency 

providers as certain customer segments might involve these providers. 

These findings are similar with the previous literature as cryptocurrencies have been one of 

the major threats for AML (Campbell-Verduyn, 2018). As described above in the literature 

review, including custodian wallet providers and virtual currency providers have been one 

of the key changes of the directive. (Labbé, 2019) However, it should also be stated that no 

findings were made in the previous literature that this change would affect banks in 

significant way. The previous literature, just as the interviewee two, considers this on wider 

approach than just banks. It can also be said that even though this has been a positive change 

there are still some shortcomings. For example, wallet owners and tumbler services are yet 

to be included into the scope of the regulation. (Haffke et. al., 2020)    

Theme of the question 5 was to discuss about the creation of Bank and payment account 

monitoring system and how this has affected banks. 5c asked to rate the overall significance 

of this change for the banks on scale from 1 to 9. Also, this question had somewhat 

conflicting answers as interviewee one answered the significance to be 8 and interviewee 

two answered 2. Interviewee one asked to specify the timeline on which this change should 
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be considered. A two-year timeline was given, and the interviewee saw that this change had 

significant impact on a short term as new processes and systems must be created and possibly 

some extra help had to be hired to make this happen in time. This again, has increased the 

workload and overall cost for the bank. However, he also stated that on the long run, once 

the new processes and systems have been implemented and checked, the change is not that 

significant as it becomes just a part of the daily process. The interviewee two was on the 

same lines, seeing that major cost and effort has been in the implementation phase and 

overall, in the long run the change is not that significant for the bank itself, but probably 

from authorities’ point of view this could possibly be one of the major changes as it is 

supposed to increase automation.  

Purpose of the question 4 was to discuss the adoption of national beneficial owner register 

on beneficial owners of legal entities and effects of this. Question 4b asked has this caused 

an increase in the workload and asked to rate this on a scale from 1 to 9. Interviewee one 

answered 2 meaning that this has had only had minor impact on the overall workload in the 

bank. This had some minor effect on the process but nothing major. Interviewee two 

answered this to be 5 and same time specifically mentioned that the major impact and effort 

has been especially in the implementation phase when new systems and processes had to be 

created. 

Question 4d asked to rate the overall significance of national beneficial owner register on 

for the banks and this has similar answers from both interviewees as this was rated to be 1 

or 2. Interviewee one pointed out that so far this has been rather insignificant, some minor 

changes to the process had to made but overall, the change has been rather insignificant. He 

also pointed out that if this was done as supposed this could be one of the most significant 

changes and have a decreasing effect on the workload. Interviewee two answered that there 

have been no real significant changes as so far, the use of such register is aimed more for the 

authorities. Interviewee’s answer was “not applicable”, and he stated that it is hard to rate 

because only the authorities can know the real significance. The answer was then changed 

to 1 for it to be numerical. 

As the topic was discussed more widely on other sub-questions in question 4, both 

interviewees agreed that this amendment was more of a disappointment as the overall 

expectations were higher. So far, the register is not working as supposed to and authorities 

are not enforcing the legal entities enough to update the information in the register so that it 
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could be properly used. And the implementation and the register can be said to somewhat 

failed in Finland. The expectations were that also banks would be able to acquire trustworthy 

information from the register on wider basis but so far, the situation has not come to this. 

Both also agreed that expectations were higher, and this could have been one of the most 

impactful changes for the bank but so far it has been more of let down and has had no real 

significance except some minor adjustments in the process. Interviewee two however 

mentioned that one positive side to this has been that it has given some incentive for the bank 

to sort out and update their own internal systems.  

5.8.2  Open field questions – results 

Questions 6,7,8,9,11,12,13 and 14 were open field questions which allowed a wider 

discussion around the topic and the questions. Questions 14 was a “free speech” question 

where the interviewees were asked if they had anything else they would like to discuss or 

ask around the topic. This question was practically skipped on both interviews since the 

respondents had no further things to discuss or add. The results are presented in greater detail 

in the text below. Table 4 at the end of this sub-section presents the result in a summarized 

way.   

Question 6 was an open-ended question asking what in interviewees own opinion has been 

the most significant change associated with the 5th AMLD and why? Question 7 asked to 

give an opinion if some of the changes have been particularly difficult or costly to implement 

and reasoning on why it has been difficult or costly. 

As for the question 6, interviewee one mentioned that creation of bank and payment account 

monitoring system has been the most significant change. Simply because creating new 

systems and processes, setting these up and double checking everything has taken a lot of 

resources and caused a lot of extra work in the initial implementation phase. It was also 

discussed that the creation of national beneficial owner register could have been the most 

significant change if it was set up as excepted. Now instead, it ended up being more of a 

disappointment from bank’s perspective. Also, EU high-risk third countries were discussed, 

and it was mentioned that this has been one change that has caused a lot of increase in the 

amount of work related to a specific customer segment. 
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Interviewee two somewhat surprisingly chose one of the most significant changes being the 

adding of cryptocurrencies in the directive and limitation done on prepaid cards which was 

also introduced in the new directive. However, he also mentioned that he is looking at the 

wider perspective, and not solely from bank’s point of view and sees that these actions have 

been particularly important in combating money laundering especially since they offer a 

certain amount of anonymity and make transferring funds quite easy. This seems to have 

some connection with the previous literature as cryptocurrencies and their threat for the 

AML was discussed by Campbell Verdyun (2018). However, the previous literature also 

argues that while this has been a good thing the regulation still has some major shortcomings. 

For example, wallet owners and tumbler services used to hide the real identity behind a 

transaction have not been included in the new directive. (Haffke et. al, 2020) The 

amendments considering prepaid cards were not widely discussed in this thesis because it 

does not affect the banking sector significantly. The 5th directive reduced the maximum 

monthly payment transaction limit to 150 EUR from previous limit of 250 EUR. Amounts 

exceeding this are from now on subject to CDD measures. (Deloitte, 2022) 

For the question 7 asking what changes have been particularly difficult or costly to 

implement both interviewees chose those topics discussed in question 4 and 5. In other 

words, the beneficial owner register and the bank and payment account monitoring system. 

These have been the most difficult or costly to implement. Both agreed that these involved 

a lot of extra work in form of setting up new systems and creating new processes. Also, the 

actual benefit from these for the bank has been rather small although these have caused a lot 

of extra work. 

Question 8 asked which one of the amendments do the interviewees see as particularly risky 

for the bank if for example all required measures are not taken into consideration or if the 

implementation lacks some of the needed measures. For this, both interviewees mentioned 

the bank and payment account monitoring system and the beneficial owner register. It seems 

that these two are often thought of as one even though the directive itself separates these two 

amendments. This was seen as particularly risky because the register is mainly intended to 

be used by authorities such as FIU and it seems like the authorities have a lot of incentive to 

get the register up and running and in use. It has also been a quite large project and as it is 

intended for the authorities, possible mistakes etc. quite visible. It was also discussed once 

again that these two amendments have not been carried out in their full potential and bring 
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only a little if no use to the bank itself. As it is now, these are mainly intended for the use of 

the authorities and both interviewees also thought that authorities are not enforcing these 

enough so that the full potential could be used. The expectation was that also banks could 

utilise this information more, but it has not come to this. Seems like enhancing information 

exchange between public-private-partnership has also been recently surveyed by Finnish 

Ministry of Finance (Rahanepesu.fi, 2022). On a positive note, this has given the bank some 

incentive to update and upgrade their own systems. In conclusion, both amendments have 

created a lot of extra work, but positive effects are almost non-existent. 

Question 9 asked if the implementation of the changes introduced with the 5th AMLD as a 

whole has been easy or difficult. Both interviewees mentioned that it depends, some of the 

amendments have meant only a minor change to processes while other amendments have 

meant creating whole new systems and processes. Both agreed that it has been semi-difficult 

and time consuming. Most of the added work has been especially in the implementation 

phase and this has been also somewhat time consuming as developing new systems always 

takes a lot of time and money. But as this is though on wider timeline the new processes 

become part of the daily work and the impact decreases over time. However, some 

amendments have also brought long-standing changes and impacts. Interviewee one 

mentioned that for example the EU high-risk third countries and EDD measures described 

in the directive is something that has caused a significant amount of extra work in a certain 

customer segment. This also meant that a new process had to be created but the impact is 

also more prolonged as the EDD measures mentioned in the directive must be taken into 

consideration every time if the customer has transactions or does business with these 

countries. The impact also has not been just local but has also affect different departments 

in the bank etc. Interviewee two also pointed out what has surprised him is that it seems like 

banks have been rather OK in implementing the changes, but it seems like authorities are 

having more difficulties and are lagging behind in certain points due to lack of needed 

resources. 

Question 11 asked if the interviewees thought that supervising and implementing the new 

requirements associated with the directive have been left for the obliged entities (e.g., banks) 

and if the authorities are doing enough and supporting the obliged entities with the 

implementation. For this both interviewees agreed that the authorities are not doing enough. 

Interviewee two told that he was expecting this and from the beginning and was critical if 



64 
 

the authorities really have adequate resources to implement all the changes in the set 

timeframe and if they can supervise all of this in a proper way.  

So far it seems like the amendments have been put into legislation and the supervised entities 

are left with the actual implementation and setting up different systems and processes 

demanded by authorities and on the other hand it seems like the authorities do not have the 

resources to supervise if everything is done correctly and on the given time frame. It comes 

down to the supervised entities to enforce these actions by themselves and it seems like for 

example the banks have been managing this quite good whereas authorities are lagging 

behind. 

He also mentioned that he is concerned that these new amendments and regulation are put 

into force after each other without really putting thought on how everything is supervised by 

the authorities.  At some point this might come to a point where banking industry comes 

unprofitable due to excessive regulation. Or, on the harder note, entities might start to 

calculate which is more profitable, taking a fine or implementing a new legislation. As 

mentioned earlier in the thesis there have already been some examples of this like for 

example the HSBC in USA, which was involved with letting drug cartel money flowing 

through (Masciandro, 2008). 

This also has some connection to previous literature as it has been argued before that the 

regulation is too focused on FIs (i.e., banks) and the actual customers of the banks are left 

outside the regulation. It is argued that regulatory scope is not wide enough and therefore 

solving the money laundering problem is mostly left for the financial sector. (Rose, 2019b) 

Question 12 asked if the increasing regulation is seen as a burden for the bank and why. It 

also asked if this could have a significant impact on the customer experience or customer 

costs due to increased costs for banks. Both interviewees answered yes. It comes down to 

the fact that cost associated with regulation is increasing for the banks and eventually 

someone must pay for this. In other words, eventually this will drip done to pricing. 

Interviewee one mentioned that at some point it may come down to the fact that the bank 

must start rethinking themselves and the idea of what kind of customers they eventually want 

to serve. Because of the increasing regulation small entities for example might be 

unprofitable as there could be a lot of AML related regulation and measures to consider, 

whereas the potential profits from a small business can be low. This of course depends on 
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the customer. As an example, he mentioned that he has heard that some banks for example 

can be reluctant to have new association customers due to the increasing regulation. 

It was also discussed that average customer does not usually understand why excessive 

amounts of information is asked from them and some customers might simply switch banks 

due to increasing number of questions and their own lack of knowledge of regulation. Then 

in the next bank they will simply have to provide the same information. This was especially 

visible few years ago when the regulation was boosted but over the last couple of years 

customer awareness have increased and these days most of the customers understand the 

situation and the reasoning why the information asked from them. These findings seem to 

have a connection with the “dual agency” role argued by Naheem, M. A. (2020) and 

presented above in the literature review. In short, the bank is struggling to fulfil the 

regulatory demands and at the same time it is trying to pursue the interests of its customers. 

These two roles can be seen to be conflicting with each other.  (Naheem, 2020) 

In question 13 we asked what the interviewees see as the main reasons and drivers behind 

the 5th directive and its new amendments. Both agreed that transparency, digitalization and 

virtual currencies and their anonymity must have been one of the main reasons. Also, the 

fact that digitalization has made the mobility of money much faster what it used to be, and 

regulators are now trying to keep up with this. Interviewee two mentioned that banks have a 

critical role in this as bank are able to keep up with the change but as regulation and 

bureaucracy takes time the authorities may not be able to stay up to date. These views are 

very much in line with the findings from previous literature. Jackson (2018) presented the 

main reasons why the new directive was needed in his article “Getting in line: Belgium's 

view on 5AMLD”. 

Interviewee two also brought up both virtual currencies and prepaid cards as being important 

drivers since both enable easy money transfers and certain level of anonymity which is 

highly valuable in money laundering. Therefore, the authorities have wanted to address the 

issue and the new regulation has been the answer for this. He also mentioned that he does 

not expect the regulation to be decreased any time soon. Both answers were along the lines 

presented in the directive which also mentioned transparency, virtual currencies, mobility of 

money, cooperation, and recent terrorist attacks as the drivers. As it comes to terrorist 

attacks, the prepaid cards and mobility and anonymity associated with these are often 

connected in the funding phase. 
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It is also worth mentioning that previous literature has criticized that while including the 

cryptocurrencies into regulation has been a positive thing there are still some major short 

comings regarding these. Mainly the lack of including wallet providers and tumbler services 

into the scope of the regulation (Haffke et. al, 2020) 

As part of answering the question 13 interviewee two also brought up the authorities and 

their role. He mentioned that in his opinion the authorities do not have enough resources and 

most likely are not able to keep up with the constant changes. This then causes that some of 

the work done by banks and other supervised entities might be in vain. As an example, he 

mentioned that there is no way the authorities can investigate every single misuse that is 

reported to them. This is something that has also been criticized in the previous literature. 

Communication and information change between the authorities and the banks should be 

enhanced. This would help with the quality of reports. Also, effectiveness of the regulation 

should be measured in quality of the reports rather than the quantity. (Pol, 2018) 

The SARs reported to FIU have multiplied in recent years and the authorities simply do not 

have sufficient resources to do investigation on every report. According to Finnish FIU 2020 

annual report they received 62 041 reports in 2020, 66 640 in 2019 and 39 231 in 2018. As 

for 2021 there is only a semi-annual report available, but it seems like the numbers have ever 

since gone up from previous years, mostly since virtual currency providers are now under 

the supervision, and they have been doing reports retroactively. (Police of Finland, 2022) 

The numbers are huge as you put it into perspective. With the numbers from 2020 the FIU 

would have to go through about 170 cases per day and this number is so high that it is 

doubtful to think that every single report is investigated. The interviewee two mentioned this 

as an example and said that it is shame that the banks and supervised entities are putting so 

much effort and money in compliance but at the same time it seems that authorities might 

not have enough resources. This example enforces the Crying Wolf Theory introduces earlier 

in the literature review. In short, the theory argues that banks file SAR’s for less suspicious 

transactions to avoid high fines set by the government and the regulators. This excessive 

reporting dilutes the information value of the reports. If the banks report “false” reports, then 

identifying the truly suspicious cases becomes harder. (Takáts, 2005) 
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Table 4. Summarized results of open field questions 

Open field questions – summarized results 

Question  Agreed or 

disagreed 

Summary 

Question 6.  

What has been the 

most significant 

change of 5th AMLD 

and why? 

Disagreed Interviewee one: Bank and payment account 

monitoring system and EU high-risk third countries. 

Laborious implementation and increased workload.  

Interviewee two: Adding cryptocurrencies to 

regulation and new limits on prepaid cards. 

Complicates anonymity and transferring funds. 

(Answer was based on a wider perspective in 

combating money laundering) 

Question 7.  

Which change has 

been particularly 

hard or costly to 

implement? 

Agreed Beneficial owner register and bank and payment 

account monitoring system. Lot of extra work in 

setting up new systems and processes and actual 

benefit for the bank has been little. 

Question 8. 

Which of the 

amendments are 

particularly risky for 

the bank and why? 

Agreed Beneficial owner register and bank and payment 

account monitoring system. Intended for the 

authorities and they have a lot of incentive to 

complete these. This also makes possible mistakes 

quite visible. Both also agreed that the full potential 

of these has not been reached. 

Question 9. 

Has the 

implementation of all 

changes been easy or 

difficult? Why? 

Agreed Depends on the amendment. Overall difficulty in the 

middle ground. Most of the effort has been in the 

initial phase related to setting up new systems and 

processes but minor changes can also be seen in 

daily work. 

Question 11. 

Has implementation 

Agreed Authorities are not supporting or enforcing the 

amendments enough. Full potential of the 
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of the changes been 

left for the obliged 

entities and are 

authorities 

supporting enough? 

amendments has not been reached. For example, 

beneficial owner register is not enforced enough. 

Amendments are put into force put these are not 

enforced or supervised properly.  

Question 12. 

Is the increasing 

regulation a burden 

for the bank and does 

this impact customer 

experience? 

Agreed Yes, AML related costs will eventually drip done to 

customer pricing as costs associated with 

compliance rise. This may also have an impact on 

what kind of customers the bank wants to serve. 

Also, the increasing KYC updates may have an 

impact although customers are more aware of these 

than before. 

Question 13. 

What do you see to be 

the main reasons 

behind the 5th 

AMLD? 

Agreed/ 

Disagreed 

Both agreed that increasing overall transparency and 

anonymity connected to virtual currencies been 

some of the main reasons.  

Interviewee two also mentioned that overall 

digitalization in society and movement of money 

have been one of the drivers and regulators are trying 

to keep up with the changing society.  
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6  Conclusions 

The focus of this thesis was to research what have been the most important changes that the 

EU 5th AML Directive has amended into the regulation and how these have affected the 

Finnish banking sector. We also tried to understand the main reasons and drivers behind the 

new directive. In other words, why the new directive has been put into force by the European 

Commission. Especially with the interviews we tried to capture insights on how the 

implementation of the 5th AML Directive has affected banks in Finland. Below we present 

the results combining insight acquired in the literature review, content analysis of the 5th 

directive and in the expert interviews. In addition to this, limitations of the research and some 

future research suggestions are provided in the end of this chapter.  

Before answering the main research questions, we will provide answer to the sub-question 

concerning the previous literature on EU 5th AML Directive. 

“What does previous literature state about the 5th EU AML Directive?” 

The answer for this question was acquired in the literature review. While doing the literature 

review, we learned that the 5th EU AML Directive has not been research extensively and 

literature on effects on banking sector was not found. Still, we were able to find some 

relevant literature on 5th AMLD and literature concerning bank’s role and the AML in wider 

perspective was also acknowledged to some degree. We learned that most of the previous 

literature on 5th AML Directive focuses on presenting the key changes and background on 

why the new directive was amended. For example, Labbé (2019) concentrated on presenting 

the key changes of the new directive and Jackson (2018) described why the 5th AMLD is a 

needed. Main reasons have been virtual currencies, harmonizing the regulation in the EU 

between different member states, overall transparency, new technologies and the 

shortcomings of the previous 4th AMLD. This is in line with our findings from the content 

analysis and from the interviews as the same reasons came up in theses. 

Also, the shortcomings of the new directive have been studied especially related to the 

cryptocurrencies and effectiveness of the regulation. Previous, and current regulation is too 

focused on the financial institutions (e.g., banks) and lacks to consider the actual customers 

of FIs. 
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 Literature on AML on wider perspective was also acknowledged to some degree. We 

learned that the increasing regulation changes the bank’s role to a so called dual-agency role 

as they try to comply with the regulators and at the same time serve customers to their needs 

(Naheem, 2020). Based on the interviews we found out that the new and increasing 

regulation seems to have an impact on the customer experience which seems consistent with 

Naheem’s (2020) arguments.  

The first research question was:  

“What are the key changes of the 5th EU AML Directive compared to the previous 

legislation?” 

Answer to this question was partly found in the literature review through content analysis of 

the 5th directive. Labbé (2019) went through the major changes of the 5th directive in his 

article “Getting in line: Belgium's view on 5AMLD.” In addition to this, content analysis on 

the 5th directive was done. From content analysis we learned that key changes of the 

directive have been the creation of bank and payment account monitoring system, adding 

virtual currencies and currency providers into scope of the regulation, enhancing the 

information change between FIUs, creation of beneficial owner register and the enforcement 

of the Ani-Money Laundering Act, Public list of compiling positions that cause PEP status 

for the person, amending Eu high-risk third countries and EDD measures related to these. 

These findings seem to be in line with the one presented in the previous literature by Labbé 

(2019).  

After the content analysis the initial thought was that beneficial owner register and high-risk 

third country amendments have been most influential for the banks. However, it has turned 

out that the beneficial owner register has not reached its full potential and has been more of 

a disappointment as both interviewees agreed on this. As for the single most significant 

changes the interviewees mentioned bank and payment account monitoring system, bringing 

virtual currencies into the scope of the regulation, and lowering the limits on prepaid cards.  

 

“What are the key reasons for adopting the 5th AML Directive?” 

Again, answer from this question was mainly acquired through the content analysis of the 

5th directive and its pretext and from the previous literature. In addition to this we mapped 
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out experts’ thoughts on what have been the main drivers behind the new directive. From 

the content analysis we learned that development of technology, new forms of payment 

services and new different ways to transfer money between different individuals and legal 

entities have been the key reasons for the new directive. 

This was also something that both interviewees brough up during the interviews. The 

previous legislation and its shortcomings related for example to virtual currencies had to be 

amended. Other reasons we found out behind the new directive have been harmonizing the 

legislation, procedures and cooperation in different member states and overall transparency 

as was also discussed by Jackson (2018) in his article “Repeat of Danske Banks AML issues 

‘almost certain’ without EU changes”. In addition to this recent terrorist attacks, their 

funding and the relation between terrorist financing, organized crime and money laundering 

has also played part in the creation of the new directive which has been stated in the directive 

pretext. As a conclusion we can repeat what one of the interviewees said during the 

interview: “The regulators are simply trying their best to keep up with the fast-developing 

technology and overall digitalization of society.”  

“How has the implementation of the 5th AML Directive affected banks in Finland?” 

It seems like the most influential changes for banks in Finland have been the ones connected 

to EU high-risk third countries and the creation of bank and payment account monitoring 

system. Somewhat surprisingly the least influential has been the creation of national 

beneficial owner register. This was surprising as after the content analysis this was thought 

to be one of the changes that has the most positive potential for the banking sector. 

 Implementing the new regulation has meant creation of new systems and processes and in 

some cases re-thinking the existing processes. Overall, in the interviews it was stated that 

most of the cost and effort has been specifically in the initial implementation phase where 

extra resources have had to be hired and large projects of setting up systems and checking 

data validity had to be done. At the same time this have given some incentive to sort out and 

streamline bank’s internal systems and processes which have been seen as a good thing. 

Some of the changes have also been more long-lasting, like the new EDD procedures applied 

with EU high-risk third countries that were introduced in the directive and have meant a 

more long-lasting changes to daily processes and increased work on certain customer 
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segment. One of the interviewees stated that this has been a rather successful change and not 

as bad as initially afraid.  

Overall, the 5th directive has caused workload increase and increased cost but at the same 

time the affect has been smaller than was anticipated before and banks have performed quite 

well in accepting the new regulation. It seems like authorities have had more problems in 

setting up appropriate systems and procedures. Also, for example the beneficial owner 

register was expected to ease the workload on banks and streamline processes, but this has 

been more of let down and has brought only minor changes and has not really affected the 

processes or the workload as much as initially was expected.  

Increasing regulation also seems to influence customer costs and customer satisfaction as 

more and more information on the customer must be collected. Interviewees agreed on the 

fact that the cost of this will eventually drip down to customers. This finding seems to have 

some similarities to the “dual agency” role that was introduced in the literature review. In 

short, KYC checks can burden normal customers through extra administration costs but at 

the same time the bank must meet regulatory demands. (Naheem, 2020)  

6.1  Validity of the research 

As mentioned earlier the subject is not extensively researched in academic literature due to 

it being rather new. There are some previous literature on the 5th directive itself and AML 

more widely but these focus more on the changes and reasons rather than researching the 

effects on the banking sector. The subject it also somewhat sensitive and because of this, 

banks are reluctant to share any precise information or specific changes this has caused on 

their processes. The same situation prevailed in this research as the bank, or the interviewees 

wished to stay anonymous. It can be said that this causes some issues with the validity as the 

data and the results cannot be validated from publicly available data. Due to the sensitiveness 

of the topic, we focused more on the qualitative side of the research rather than giving greater 

emphasis on quantitative measures. Because of the sensitive nature of the topic semi-

structured interviews were used with two experts. This is a rather small sample and 

represents only their views and opinions on the matter rather than representing the whole 

industry.  
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The content analysis on the 5th directive itself can be seen to be valid as it is in fact 

interpretation of regulation and law that is publicly available, and anyone can access this and 

end up in somewhat same results. The same goes for the literature review as anyone can 

mimic the process in the same databases using the same search strings etc. 

6.2  Practical implications and takeaways 

One keynote from this thesis is that the AML regulation in Finland and all of Europe is quite 

complex and includes many different levels before the measures demanded by the regulation 

are put into to daily use in the banks. Amending the directives and national legislation takes 

time and setting up new systems and processes can be rather costly and labour intensive for 

the banks. It can be said that the main effect and risks are in the implementation phase and 

therefore, for future implementations it can be seen crucial that preparations are started early, 

and enough time is reserved for creating and testing new systems.  

In some areas the experts felt like some of the changes have been a disappointment. For 

example, the beneficial owner register was expected to be something that the banks would 

also be able to use in acquiring information, but it cannot be fully utilised yet. Also, one 

argument in the interviews was that it is feared that part of the AML work done in banks is 

in vain as it seems like the authorities may not have enough resources to properly investigate 

every SAR that has been reported.   

Some more information exchange and discussion between authorities, banks, and other 

obliged entities could help with this. Exchanging information, like the beneficial ownership 

information, from a database verified and accepted by the authorities would ease the 

workload for the obliged entities. At the same time discussion about possible problem areas 

and worries related to regulation could help in implementing new regulation and enforcing 

the existing one. This is something that also the Ministry of Finance has recently 

investigated. (Rahanpesu.fi, 2022) 

Another thing mentioned in the interviews, was that the increasing regulation effects on 

customer experience and especially for the smaller banks the increasing regulation can be a 

burden. Association customers were mentioned as an example for labour intensive customers 

that on the other hand tend to have only a small profit margin for the bank. When amending 

the regulation in the future, it could be worth the effort to investigate specific customer 
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segments and legal entity types and see if some measures are over applied on certain 

customer types. This again could have an easing effect for the work done by banks. As a 

conclusion, based on the interviews new regulation is seen as a positive development as long 

as the changes introduced are seen reasonable and communicated well enough between 

authorities and banks.  

6.3  Suggestions for future research 

Concerning the issues regarding the validity few future research suggestion are somewhat 

natural. First natural suggestion is wider research on the effects on Finnish banking sector 

including more interviews on different levels in banks, ranging from the daily processes to 

the top managing position. The result would represent a wider basis and would be more 

representative concerning the whole industry. Second suggestion would be more quantitative 

research around the topic using a structured survey with pre-defined questions and answer 

options. With this a wider sample could be used which in turn would present a larger 

population. Third suggestion is somewhat different. The 5th AMLD and its effects on virtual 

currency providers and exchanges would be an interesting topic to research as it has most 

likely been one of the most affected industries as they now must do similar AML work as 

the banks have done for a longer time.  
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Appendices 

Appendix 1. Interview questions 

1. Background information on the interviewee 

a. What is your own background and your job position? 

b. How long have you worked with AML related matters? 

 

2. One of the major changes of the 5th Anti-money laundering directive was to bring 

cryptocurrencies and their providers into the scope of the regulation.  

a. Has this affected the AML work or the daily processes in AML work in the 

bank? How has this affected? 

b. Has it increased or reduced to workload in bank’s internal AML processes? 

On a scale from 1 to 9, how much? 

c. If you had to rate the significance of this change from 1-9 where would this 

change set? (1=not significant, 9=very significant) 

 

3. As part of the 5th AMLD EU amended its list of the high-risk third countries and 

measures required to be taken in connection with these.  

a. Has this influenced the bank’s internal AML processes? How? 

b. Has this increased the amount of work? On a scale from 1 to 9, how much? 

c. If you had to rate the significance of this change from 1-9 where would this 

change set? (1=not significant, 9=very significant) 

 

4. One of the major changes increasing transparency was the creation and adoption 

of national register on beneficial owners of legal entities.  
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a. Has this influenced your processes? How has it affected? 

b. Has it increased or decreased the workload? On a scale from 1 to 9, how 

much? 

c. Has this been a positive change? 

d. If you had to rate the significance of this change from 1-9 where would this 

change set? (1=not significant, 9=very significant) 

 

5. The 5th AMLD also included the amendment of creation of Bank and payment 

account monitoring system to increase and make information exchange between 

obliged entities and competent authorities like the FIU.  

a. Has this change influenced bank’s internal processes or your daily work? 

How has it affected? 

b. Do you think that in the future this could bring relief to banks AML 

processes? 

c. If you had to rate the significance of this change from 1-9 where would this 

change set? (1=not significant, 9=very significant) 

 

6. Considering the banking industry, what would you say is the most significant 

change associated with the 5th EU Anti-money laundering directive in your own 

opinion? 

 

7. Has some specific change been particularly hard, complex, or expensive to 

implement? 

 

8. Which one of the amendments do you see particularly risky for the banks? For 

example, if all required measures are not taken into consideration or if the 

implementation lacks some of the needed measures? Why do you see this 

particularly risky? 
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9. The changes associated with 5th AMLD have certainly affected bank's AML 

procedures and daily work. Would you say that implementing the new 

requirements has been hard or easy? Why? 

 

10. Would you say that the 5th AMLD and its amendments have been necessary and 

an important part of the supervision and regulation? On a scale from 1 to 9, how 

important do you consider these amendments to be? (1=not significant, 9=very 

significant) 

 

11.  Would you say that supervising and implementing the new requirements 

associated with the directive have been left for the obliged entities (e.g., banks) 

to do? Or would you say that authorities like (e.g., FSA) are doing enough and 

supporting the obliged entities with the implementation? 

12. Has the increasing regulation been felt as a burden in the bank? Why? 

Do you see that this could have a significant impact on the customer experience 

or customer costs due to increased costs for banks? 

13. What do you see are the main reasons or drivers behind the 5th directive and its 

new amendments? 

14. Free word, is there anything else you would like to add discuss or mention? 



 

 


