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Shifting regulatory 
requirements and a 
spotlight on ownership
An overview of the Accuity 2017 
financial counterparty KYC survey



In 2017, Accuity surveyed over 100 senior level correspondent banking, 
compliance, and Anti-Money Laundering (AML) professionals from banks 
and financial institutions around the world. The findings in this report are 
intended to give banking professionals insight into the current landscape  
of financial counterparty KYC. 

Executive summary
The effects of the 2008 financial crisis coupled with the rise in global terrorism have prompted tighter 
regulations, leading banks and other financial institutions to review their compliance strategies. 

International organisations, such as the Financial Action Task Force (FATF), the Wolfsberg Group,  
the Organisation for Economic Co-operation and Development (OECD) and the European Union (EU), 
are pushing through a new raft of rules and regulations. This includes the Fifth Anti-Money Laundering 
Directive (AMLD5), which puts extra pressure on banks by prompting them to gather even more 
information to meet Enhanced Due Diligence (EDD) requirements. 

At the same time, individual jurisdictions are creating new frameworks, with their own interpretation  
of international best practice. As such, it has never been more challenging to operate internationally. 

These developments have made it even more important to understand and address the day-to-day obstacles that 
the industry is facing, as well as to consider some of the solutions available to help alleviate these challenges. 

We spoke to over 100 banks, financial institutions, corporates, and government and regulatory bodies 
across all regions to get deeper insight into their pain points when it comes to financial counterparty 
KYC. We have compared the results from our 2017 survey with the results from our 2014 and 2016 
surveys to provide a global view of the latest trends, including an increasing emphasis on the need  
to identify the Ultimate Beneficial Owner (UBO).
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Key insights from the survey:
The pace of regulatory change and rising costs  
of compliance are seen as the most significant challenges  
for financial counterparty KYC

The complexity of local interpretation of regulations  
and having up-to-date access to existing counterparties  
have also emerged as notable challenges over the past year

Respondents are struggling to collect accurate  
ownership and UBO information

Banks and other financial institutions have gone through  
a journey of standardisation and process improvements  
and there is evidence that the changes banks have made  
are now affecting the way they manage KYC

Derisking is continuing, but it has slowed down significantly

The highest priority for respondents is avoiding  
regulatory fines and enforcement action,  
followed by protecting their organisation’s 
reputation and customer relationships
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2017 participant profile

Region

Function

10%
Middle East  
& Africa

47%
Europe

13%
Americas

30%
APAC

Organisation Type 4%
Government & 
Regulatory Body

69%
Bank

17%
Corporate

10%
Non-banking  

Financial Institution

31%

7%

10%

24%

28%

Manager, Supervisor

CEO, Vice President, Director

Head of Department

Executive, Operations,  
Assistant, Analyst

Other

Seniority

General Management 

AML, Compliance  
and Legal

Other

Correspondent Banking, 
FIs, On-boarding

Payments, Settlements 

28%
23%

17%
15%

Operations 9%
8%
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Regulation is outpacing the banks
Unsurprisingly, pace and cost of change remain the most significant challenges for financial counterparty 
KYC, which is consistent with the 2014 and 2016 results. There is a sense that the market is becoming 
fatigued, with regulation outpacing organisations in their efforts to keep up.

Our research shows (Figure 1) that 39% of respondents find the rising costs of compliance ‘very 
challenging’ to deal with, and 35% are really struggling to adapt to changing regulatory requirements. 
Figure 1 highlights the consistency in these challenges year-on-year. 

One respondent talked about ‘the ever-changing regulatory context which drives continuous systems 
evolution’, whilst another simply stated that ‘there are new regulations and requirements all the time.’ 

Rising costs of compliance to 
meet regulatory requirements 

Changing regulatory 
requirements 

Lack of data and technology 
and standardization

Complexity of local 
interpretation of regulations

Having an up-to-date status  
of existing counterparties

Lack of skilled staff 

Reduces time spent  
on manual or repetitive tasks

Aligning front and back office 
decisions

Very challenging Fairly challenging

Not very challenging Not at all challenging 
2017 2016

Challenging aspects of performing  
KYC due diligence on counterparties 

Challenging aspects of performing  
KYC due diligence on counterparties  
‘Very challenging’ year on year comparison 

FIGURE 1

39%

35%

33%

31%

27%

26%

54%23%

20% 49% 23%

18%

42% 22%

38% 25%

44% 21%

41% 22%

46% 17% 3%

37%

39%
39%

35%

33%

31%

27%

26%

36%

28%

24%

29%

23%

20%
18%

30%

34%

20% 5%

5%

5%

5%

9%

11%

8%
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One example of shifting regulation is the Customer Due Diligence requirements for financial 
institutions rule (CDD Rule), issued by the US Treasury Department’s Financial Crimes  
Enforcement Network (FinCEN). 

FinCEN first announced the new regulation, designed to clarify and strengthen CDD, in May 2016. 
The compliance date for the CDD Rule was 11 May 2018, and many financial institutions have had 
to make substantial changes to their AML compliance policies and procedures. Requirements include 
ascertaining and verifying the identities of UBOs, developing a comprehensive customer risk profile  
and monitoring customer transactions.

Understanding the full local picture
The complexity of local interpretation of regulations and having up-to-date access to existing 
counterparties have emerged as significant KYC challenges over the past year.

The proportion of respondents who found local interpretation of regulations ‘very challenging’  
has risen to over 30%, while having an accurate, up-to-date status of counterparties increased to 27% 
(Figure 1). As one respondent cited, the ‘complexity of the interpretation given by compliance officers 
and the different views held from bank to bank’ add to a sense of uncertainty. 

This point can be illustrated by developments in Asia Pacific. In recent years, many countries  
in this fast-growing region have looked to establish UBO registers as they seek to improve transparency 
and fight financial crime. However, there is an uneven distribution in terms of implementation.

Singapore and Hong Kong are leading the way. In Singapore, the Companies (Amendment) Act 2017 
states that all companies incorporated in Singapore, including foreign companies, must maintain a 
register of controllers, defined at the FATF-recommended 25% threshold. In Malaysia, meanwhile, 
companies are required to maintain basic ownership information, which is available to the public.

However, countries such as Australia and Japan have been slower to implement firm legislation –  
though there are some guidelines now in place. The disparity in the levels of KYC maturity across  
the region can create challenges for those operating in Asia Pacific. 

Increasing ownership challenges
In terms of what respondents find challenging 
about KYC due diligence checks, 27% find 
collecting accurate ownership and UBO 
information to be ‘extremely challenging’,  
with 42% saying it is ‘very challenging’  
(Figure 2). Many banks and financial 
institutions simply don’t have adequate  
access to the required information.

UBO registers are certainly front of mind in the 
EU. In April 2018, the European Parliament 
voted to adopt the proposed AMLD5, with 
member states needing to transpose the new 
provisions into national law within 18 months. 
This new directive has come into force before all 
28 member states have even had the chance to 
implement the Fourth Anti-Money Laundering 
Directive (AMLD4), adding further confusion.

27% 
find collecting accurate 
ownership and UBO 
information to be  
‘extremely challenging’, with 

42% 
saying it is ‘very challenging’
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In support of these requirements, AMLD5 requires member states to implement a publicly-available 
UBO register, which should help with the process of collecting information. Specifically, member  
states must collect and maintain adequate, accurate and up-to-date information on legal entities.  
For ‘obliged entities’, including financial institutions, operating in the EU, all KYC information, 
including beneficial ownership information, should be readily available. 

This is part of a wider trend where global regimes are taking steps to create UBO registers to improve the 
exchange of data and information, and to ensure that reliable information is available from a single source.

While the implementation of UBO central registers will provide for smooth access to reliable 
information about UBOs, AMLD5 also makes it clear that obliged entities will no longer be able  
to overlook certain high risk transactions or relationships. For example, whenever an EU-based bank 
enters into a transaction involving customers from a high-risk third country as defined by the European 
Commission, it must perform EDD to help reduce the potential of doing business with criminal 
organisations. This process includes collecting additional information, performing screening checks  
on the involved entity and completing a risk assessment.

Collecting accurate Ownership 
and UBO information

Feeling confident that your  
KYC information is up to date

Collecting accurate  
PEP and Sanctions data

Getting to respond to requests

Finding a central  
source of information

Conducting historical analysis

Collecting standardised 
information

Language barriers

Extremely challenging Very challenging

Moderately challenging Slightly challenging Not challenging at all

Challenging aspects KYC due diligence checks

FIGURE 2

27%

22% 40% 22% 13% 3%

2 
%

20%

18%

16%

15%

11% 44% 29% 9% 7%

7% 32% 34% 13% 14%

47% 27% 9%

45% 18% 15% 6%

44% 25% 9% 4%

42% 25%

42% 22%
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31% 
now use a centralised 
source of KYC information 
to help determine 
counterparty risk

Causes for optimism
There are signs that some pressures are beginning to ease off for banks and other financial institutions. 
For example, fewer respondents now feel that regulators will increase KYC enforcement. 

Banks and others have gone through a journey of standardisation and process improvements.  
There is evidence that the changes banks have made are now affecting the way they manage KYC  
and the subsequent results.

A third of respondents (31%) now use a centralised source of information to decide risk and collect KYC 
information on counterparty relationships – the same figure as 2016, but significantly more than the 
21% in 2014. The use of specialist third party sources has also increased since 2014, with fewer relying 
on internal information to make decisions. 

In most cases (84%), the process for reviewing high risk entities differs to low risk. This figure is 
significantly up from 74% in 2014, suggesting that organisations are becoming more aware of threats 
and are doing something about it.

Derisking is slowing down
In the aftermath of the financial crisis, stricter regulations – and in particular the regulatory penalties 
imposed for AML violations – caused many banks to reduce their correspondent banking activity in 
perceived risky regions. While a number of factors contributed to this derisking strategy, the most 
important were increased regulatory risk and higher due diligence costs. Providing correspondent 
banking services to some international customers was no longer deemed viable; banks couldn’t  
justify the increased compliance cost.

Our research highlights that derisking may be continuing, but it has slowed down significantly  
since the large jump between 2014 and 2016. In 2014, 58% of respondents had 251+ counterparties.  
This reduced to 47% in 2016 and 43% in 2017 (Figure 3).

Organisations have already gone through significant derisking to get to this point, so it is perhaps natural 
that it is slowing. It could also be indicative of banks and others becoming more risk-aware and investing 
in tools, information and better processes to help conduct more complex due diligence. 

The slight fall (Figure 1) in the lack of 
data and technology standardisation, and 
the significant fall in the reduction of time 
spent on manual tasks, both identified 
as key challenges, point to organisations 
seeing improvements in their KYC 
management. Robotics and automation 
are certainly playing a role. This suggests 
that banks have taken steps to streamline 
KYC processes, allowing more freed-up 
time to be focused on risk assessment. 
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42% 47%

53%
57%

43%

58%

Breadth of counterparty relationships

FIGURE 3

60%

55%

50%

45%

40%

2014 2016 2017

1–250 
Counterparties

251+  
Counterparties

KYC priorities moving forward
Figure 4 shows that the highest priority for respondents is avoiding regulatory fines and enforcements 
(67%), followed by protecting their organisation’s reputation and customer relationships (65%). 

Recent well-publicised fines paid by banks, and the fact that compliance officers can be personally liable, 
are the likely driving forces behind these findings. The US Treasury Department’s Office of Foreign 
Assets Control highlighted that the total AML penalties paid by banks peaked at US$10 billion in 2014.  
This has certainly made people stand up, take notice and put the right safeguards in place.

Despite the cost of compliance remaining the biggest KYC challenge facing banks and other financial 
institutions today, only 31% of respondents named reducing cost, time and effort of KYC due diligence 
as a ‘high priority’ going forward. 

This can perhaps be attributed to the fact that they perceive compliance as an ongoing journey, for which 
they have invested in an adequate set of resources – such as training staff, introducing effective tools,  
and putting in place efficient processes and governance.

The highest priority  
for respondents is 
avoiding regulatory 
fines and enforcements 

67%

followed by protecting 
their organisation’s 
reputation and 
customer relationships 

65%
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2017 Priorities for KYC due diligence process

FIGURE 4

High priority Priority Low priority Not a priority

Avoiding regulatory  
fines & enforcements

Protecting reputation  
& existing customer relationships

Building due diligence processes 
that facilitate risk-based approach 
to correspondent banking KYC

Minimising the risk and exposure 
of your counterparty portfolio

Protecting personal legal 
responsibility and risk

Aligning compliance activities of 
front office & middle / back office

Automating data and workflow 
processes to save time

Reducing cost, time and effort

Gaining competitive advantage

65%
25%

9%
1%

67%
28%

2%
3%

47%
38%

11%
3%

47%
38%

46%
7%

41%
40%

11%
3%

27%

46%
21%

7%

31%
51%

15%
3%

32%
47%

18%
3%

35%
42%

20%
3%



Conclusion – The search for a single source
It is clear that the most challenging aspects of performing KYC due diligence on counterparties are the 
associated rising costs and changing regulatory requirements. The fact that we are seeing this year-on-year 
highlights the extent to which banks are still being challenged by the needs of financial counterparty KYC. 

Banks and others also now see collecting accurate ownership and UBO information as a challenge,  
and in light of the regulatory developments mentioned, this is likely to continue to be a major 
consideration – though UBO registers coming in across the world should help improve the exchange  
of data and information by providing a single, reliable source.

We are seeing organisations investing significantly in technology and process improvements, which  
has been accompanied by a significant slowing down in derisking. There is an increased appetite for  
a centralised source of information to decide risk and fuel KYC activities. This can help to save  
time and remove inefficiencies in the process.

The main priorities moving forward are avoiding regulatory fines and protecting reputation  
and customer relationships as organisations seek to safeguard their position in a difficult financial 
environment. Despite cost pressures, banks are reluctant to cut investment in KYC activities  
as the trade-off is an increased risk of regulatory enforcement. 

How can Accuity help?
The Bankers Almanac for Risk and Compliance portfolio offers unrivalled intelligence on global financial 
institutions – with access to more than 23,000 banks worldwide – allowing banks to improve operational 
efficiency while making better-informed decisions about their correspondent banking partners.

With Bankers Almanac for Risk and Compliance, KYC professionals can:

11

Streamline the 
collection of financial 

counterparty KYC 
data and due diligence 
documentation, reducing 
time spent on manual  
and repetitive tasks

See straight  
through to a 

financial institution’s 
ultimate beneficial  
owner, assessing risk  
with data and proof 
documentation

Quickly identify 
institutions that 

may require additional 
investigation –  
including state  
owned enterprises  
and sanctioned entities

Maintain a  
holistic view  

of a counterparty  
using accurate 
intelligence that’s 
updated regularly  
to ensure quality



About Accuity
Accuity offers a suite of innovative solutions for payments and compliance professionals, from comprehensive data and software that manage risk and compliance, 
to flexible tools that optimise payments pathways. With deep expertise and industry-leading data-enabled solutions from the Fircosoft, Bankers Almanac and NRS 
brands, our portfolio delivers protection for individual and organizational reputations.

Part of RELX Group, a world-leading provider of information and analytics for professional and business customers across industries, Accuity has been delivering 
solutions to banks and businesses worldwide for 180 years.
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