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“Sooner or later, everyone sits down 
to a banquet of consequences,” 
Robert Louis Stephenson once 
wrote, and when it comes to reform 
of financial systems it seems that 
banquet is now repeating on us.

The strain that ever-more-stringeant 
regulation is putting on the global financial 
services marketplace is in itself creating  
a creeping threat to economies through a 
significant drop in global correspondent 
banking relationships, linked to de-risking 
by the world’s ‘premier league’ banks.

This, warns global financial data super 
power Accuity, has the potential to 
significantly increase financial crime and 
threaten world security by removing  
many of the checks and balances that 
established banks have traditionally 
brought to international payments. At the 
same time, local businesses are potentially 
left without an important bridge to the 
international financial community.

In a recent statement, Henry Balani, 
Accuity’s global head of strategic affairs, 
pointed out the irony of regulation 
designed to protect the global financial 

 “The expansion of some regulatory 
pressures, not just around financial crime 
but also capital adequacy and, perhaps,  
tax recovery and the new European 
Payment Services Directive, is having an 
impact on financial institutions,” confirms 
Bob McKay, EVP for Accuity. “Meeting those 
regulations is forcing some to change quite 
dramatically and others to perhaps even 
exit some lines of business. 

“De-risking is an aspect we’re acutely 
paying attention to, because it changes the 
landscape of participants, certainly within a 
payment chain. Inherently, the reduction in 
supply of payment-related services, especially 
for global transactions through traditional 
players, could force these volumes into  
less practised institutions, where the rigour 
around financial compliance, particularly 
around anti-money laundering (AML) and 
sanctions compliance could be less robust.

Doing it by the book

Financial routing:  
Is risk on the rise?

Will an unintended consequence of regulation be  
a dangerous, two-tier global financial payments  
system? asks Bob McKay, EVP for Accuity,  
the data firm behind Bankers Almanac

system ‘having an opposite effect’ and 
forcing whole regions outside of its scope. 
“Allowing de-risking to continue unfettered 
is like living in a world where some airports 
don’t have the same levels of security 
screening – before long, the consequences 
will be disastrous for everyone,” he warned.

Failed relationships
According to research released in May 2017 
by the firm, between 2009 and last year, 
correspondent banking relationships, where 
one financial institution provides services 
on behalf of another in a different location 
to facilitate cross-border payments, have 
reduced globally by 25 per cent. This comes 
despite the fact that global GDP per capita 
grew during the same period. The exception 
is China, which witnessed its highest growth 
in correspondent banking relationships 
over the same period. 
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“You then have to ask, does that 
inherently create the possibility for elicit 
behaviours?” says McKay. “Because, 
obviously, criminals find the weakest points 
within chains and try to exploit them.”

Financial technology innovations, such  
as blockchain, could attenuate that risk, of 
course. But there’s a limit to what the biggest 
players can do on their own, says McKay.

“We’re certainly seeing the strains within 
the industry,” he adds. “Many financial 
institutions are having to make practical 
choices about how they apply any available 
capital to innovation projects and, in  
some cases, there’s a diminished amount  
of capital that they can apply to it. 

“I think there is an opportunity in  
this to let the fintech firms become  
the innovators for the sector, in close 
partnership with the banks.”

A regulatory shakedown
Owned by RELX Group, one of the world’s 
leading business-to-business data and 
content providers, Accuity holds information 
on more than 125,000 US financial 
institutions and 750,000 global institutions, 
positioning it as a leading player in global 
financial crime compliance, payments and 
know your customer (KYC) solutions. 
Well-known for the internationally trusted 
Bankers Almanac solutions, it provides the 
essential information for accurately routing 
cross-border payments and streamlining 
counterparty KYC intelligence. 

One fruit that might fall out of the tree 
currently being shaken by regulation, is an 
increased demand for Bankers Almanac  
by smaller players and new entrants to  
the global transactions market.

“Cross-border transactions are on the 
rise, driven by all sorts of market factors. 
Buyers will increasingly take goods and 
services from suppliers that aren’t just 
around the corner,” says McKay.

“Supply chains and distribution channels 
are globalising, so the financial services 
firms that support that commerce, or that 
supply chain extension, need to make sure 
they have an appropriate reach.

“There’s a complexity, though, with 
global transactions that needs to be better 
appreciated. Within the financial services 
space, there are more than 40,000 banking 
institutions where accounts are held that 
are managed by more than 900,000 
physical branch locations throughout the 
world. The movement of money through 

global transactions, across the various 
currencies, involves a number of participants 
– intermediaries and correspondents  
that play a part in originating a payment, 
orchestrating foreign exchange and other 
activities, and ultimately ensuring that the 
money arrives in the beneficiary’s bank 
account. Where Bankers Almanac comes 
into play is acting as the universal source  
of technology-driven information services, 
to facilitate all of those processes.”

So, just what level of intelligence is 
necessary to protect the legitimacy of 
worldwide financial transactions?

“Bankers Almanac covers issues such  
as: ‘how can these payments be affected  
in a way that reduces the likelihood of 
transactions being failed and returned, or 
stalled because of incompleteness?’; ‘how 
well does your institution understand the 
organisations, including the banks, that are 
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McKay continues: “There are a couple of 
different facets to KYC. At the transaction 
level, there are movements of money from an 
originator, or an ordering party, to an entity 
that’s receiving the money – a beneficiary 
party. Obviously, the institutions need to 
perform a level of KYC and ask themselves 
how well they know a particular customer, 
whether a retail or a corporate one. 

“For a corporate customer, they need to 
understand who the owners and controllers 
of the business are, their business practices, 
the goods and services they are selling and 
any potential for the nefarious use of those 
goods. They need to consider whether an 
item has a dual purpose, one quite benign 
and the other malicious. For example, 
graphite. This is quite acceptable when it is 
being shipped from one supplier to another 
to manufacture pencils. However, it is also a 
key component in the refinement of uranium, 
which can be made to weapons grade.”

Minding your back
Data can also help institutions check on the 
legitimacy of other banks involved in any 
transaction – who their beneficiaries are and 
what policies and compliance procedures 
they have in place. This is vital to ensure 
robust organisations aren’t held accountable 
for the actions of counter organisations that 
don’t employ the same level of rigour or 
– worse – are complicit in financial crime.

Such is the risk now associated with 
international payments that Accuity has 
developed a suite of three products to help 
institutions check their counterparties’ 
capability for payment processing, give 
them a better understanding of all the 
parties involved in a transaction, their levels 
of due diligence in relation to KYC, and how 
well they adhere to regulatory sanctions, 
screening and other AML requirements.

McKay says the extent of Accuity’s data, 
coupled with in-house software solutions  
means it can provide organisations with  
a unique level of confidence in a seamless 
way. But new financial institutions (FIs) still 
need to proactively embrace the capability.

“As they play larger roles in financial 
technology and the movement of money, 
these FIs should ask themselves how they 
can adopt the same sort of solutions to 
perform KYC checking or AML and other 
sanctions screening. 

“I think there’s going to be a greater 
evolution for banks and financial technology 
firms to cooperate at much deeper levels.”

participating in these transactions?’; and 
‘what level of KYC might they need to 
perform on the various participants?’ 

“Not having the right understanding 
could raise the risk of organisations violating 
regulation or even breaking the law.

“There are ways in which all of these 
transactions can be routed and some are 
more expedient, or less expensive, than 
others. Sometimes that’s not obvious unless 
you go through a robust set of information, 
such as Bankers Almanac can provide.”

Such information can also be a powerful 
tool for helping institutions anticipate 
regulation around, for example, KYC.

Regulation  
is forcing 

some financial  
institutions to 
change and even 
exit some lines of 
business. De-risking 
is an aspect we’re 
accutely paying 
attention to  
because it changes 
the landscape


