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Basel AML Index 2021: Four things holding back
the global fight against money laundering

Released today, the 10th annual edition of the Basel AML Index raises grave questions
about whether jurisdictions are serious about tackling their money laundering and terrorist
financing (ML/TF) risks, and what is holding them back.

The Basel AML Index is an independent annual ranking that assesses ML/TF threats
around the world and the capacity of jurisdictions’ anti-money laundering and counter
financing of terrorism (AML/CFT) measures to address their risks.

The average global money laundering risk score increased from 5.22 to 5.3 out of 10,
as assessed across all 110 jurisdictions in the 2021 Public Edition of the Basel AML Index.

Even among jurisdictions whose risk scores improved this year, none managed to improve
by even one point out of 10. Half of improvements were 0.3 of a point or less.

What is holding jurisdictions back from effectively tackling their ML/TF risks and avoiding
being the weak spot in regional and international financial systems? This year’s Basel AML
Index report looks at four areas of AML/CFT policy that urgently need more attention.

The use of virtual assets such as cryptocurrencies is exploding — for legitimate as well as illicit
purposes. This year's Basel AML Index report analyses data from the Financial Action Task
Force (FATF) on how jurisdictions are responding to ML/TF threats related to virtual
assets.

The answer: not well at all. Most jurisdictions assessed or re-assessed in the last year have
worsened their scores for technical compliance with FATF Recommendation 15 on virtual
assets and virtual asset service providers. Average compliance levels have dropped by 10
percentage points globally.

Read the report to find out why.
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2 - EFFECTIVE PREVENTION, NOT JUST ENFORCEMENT

Previous editions of the Basel AML Index have lamented that many jurisdictions have AML/CFT
systems that are mostly compliant with FATF technical recommendations but are
ineffective in practice.

This year’s report looks at the distinction between compliance with technical recommendations
vs effective implementation. Does the problem prevail for both prevention and enforcement?

The analysis reveals that:

e once again, jurisdictions score rather badly for effective implementation across
the board;

o the discrepancy between technical compliance and effective implementation is even
worse in relation to prevention.

These findings should ring an alarm bell for policy makers. Jurisdictions should invest
more resources in the prevention of ML/TF, without reducing resources for enforcement.

3 — BENEFICIAL OWNERSHIP TRANSPARENCY

Beneficial ownership transparency is directly related to the effectiveness of a jurisdiction’s AML
systems and the essential role of these systems in preventing, detecting, prosecuting and
sanctioning financial crimes.

The Basel AML Index report analyses the implementation of beneficial ownership registers
around the world. It shows how slow and ineffective implementation of beneficial
ownership transparency measures continues to provide safe havens for dirty money.

This is damaging for individual jurisdictions, but more importantly undermines all global efforts
to combat money laundering.
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The final issue highlighted by the Basel AML Index data analysis is the generally weak
application of AML/CFT preventive measures by lawyers, accountants, real estate agents
and other designated non-financial businesses and professions non-financial entities
(DNFBPs).

This means that there is a significant risk that such businesses and professions remain open to
abuse by criminals and corrupt individuals wishing to launder their money. Moreover, there is
increasing concern among regulators that:

e some DNFBPs are advising and assisting criminal clients with hiding and
laundering illicit funds;

e as some high-profile cases have shown, accountants are used as intermediaries to
avoid scrutiny.

At a minimum, more supervision over DNFBPs is urgently needed. Certain jurisdictions should
also tighten their regulatory framework — and ensure that it is effectively enforced — over
selected groups of DNFBPs in line with their risk exposure.

Regional deep dives

For a second year, the report offers profiles of money laundering risks in different regions.
Our regional infographics show how jurisdictions score in relation to each other — and in too
many cases let their neighbours down.

Policymakers should analyse their respective jurisdictions’ risks and make plans for serious
reform. No jurisdiction is doing well. We call on all jurisdictions to step up their game.

For a full overview of results, analysis and interactive comparison tables, plus the
opportunity to demo the Expert Edition, see our new Basel AML Index website:

index.baselgovernance.orqg
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About the Basel AML Index

The Basel AML Index is an independent annual ranking that assesses the risk of money
laundering and terrorist financing (ML/TF) around the world.

Published by the Basel Institute on Governance since 2012, it provides risk scores based
on data from 17 publicly available sources such as the Financial Action Task Force (FATF),
Transparency International, the World Bank and the World Economic Forum. The risk
scores cover five domains:

Quality of ML/TF Framework

Bribery and Corruption

Financial Transparency and Standards
Public Transparency and Accountability
Legal and Political Risks
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The Public Edition of the Basel AML Index 2021 covers 110 countries with sufficient data to
calculate a reliable ML/TF risk score. Data requirements this year have been raised to
include at least a fourth-round FATF Mutual Evaluation Report, which measures
effectiveness as well as technical compliance with the FATF’'s AML/CFT standards.

A comprehensive list of scores and sub-indicators for 203 countries is available in
the Expert Edition, a subscription-based service used by companies and financial
institutions as an ML/TF country risk-rating tool for compliance and risk assessment
purposes.

The Expert Edition Plus option offers a detailed comparative analysis of the FATF Mutual
Evaluation Reports. This allows users to assess each FATF recommendation individually by
focusing on specific compliance needs, for example due diligence or terrorist financing
regulations. It also includes special reports on ML/TF risks in Jersey, Guernsey, the Isle of
Man, Gibraltar and the Cayman Islands.

Subscription to the Expert and Expert Plus editions is free for public-sector, international,
non-profit and academic organisations.

About the Basel Institute on Governance

The Basel Institute on Governance is an independent, non-profit organisation working
around the world to strengthen governance and counter corruption and other financial
crimes.
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Headquartered in Basel, Switzerland since 2003, it is an Associated Institute of the
University of Basel and has offices and field experts across Latin America and Africa. Some
90+ staff members work with public, private and academic partners worldwide on cross-
cutting issues in the areas of asset recovery, public governance, public finance
management, green corruption, anti-corruption Collective Action and compliance.

The Basel AML Index is published by the Basel Institute’s International Centre for Asset
Recovery (ICAR), which is dedicated to strengthening and supporting the capacities of
developing and transition countries to recover stolen public assets. ICAR receives core
funding from the Governments of Jersey, Liechtenstein, Norway, Switzerland and the UK.

In addition to the Basel AML Index, ICAR develops and maintains:

e A series of free eLearning courses and other practical resources on financial
analysis, intelligence gathering, asset tracing, mutual legal assistance and terrorist
financing — all available on the virtual learning platform Basel LEARN;

e Basel Open Intelligence, an open-source search tool that helps compliance officers
and investigators identify potential links between individuals, companies and criminal
activities.

Contact

Technical or country-specific enquiries: Basel AML Index Project Manager, Kateryna
Boguslavska, kateryna.boguslavska@baselgovernance.org

Media enquiries and interview requests: Communications Officer: Monica Guy,
monica.guy@baselgovernance.org

Subscriptions: via the website or email index@baselgovernance.org
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