
The compliance challenges of AML and KYC for Japanese Banks

50%

What type of customer do 
you currently screen?

High net worth 
individual customers

41%
Corporate customers with 
their senior management 
and beneficial owners

85%

Correspondent banks with 
their ownership structure and 
ultimate beneficial owners

80%

61%

Most screen correspondent or customer 
banks but almost half also screen         
High Net Worth (HNW) individuals. 
Accuity’s PEP data could be an
important component.

Counterparties or third-party 
payer

Lack of skilled staff is found to be the biggest concern for banks in Japan when it comes 
to conducting KYC and CDD checks. 

Having an up-to-date status on existing counterparties and changing regulatory 
requirements also pose big challenges to these banks.

In your experience how challenging are the 
following aspects of performing KYC due 

diligence on your counterparties?

Aligning front and back
office decisions

Having an up-to-date status
 of existing counterparties

Reducing time spent on
manual or repetitive tasks

Rising costs of compliance
to meet regulatory requirements

Changing regulatory
requirements

Lack of data and
technology standardisation

Complexity of local
interpretation of regulation

Lack of skilled staff66%
25%

63%

34%

59%

61%

36%

42%

Most banks have not yet
established the way to identify

Ultimate Beneficial Owner (UBO’s) 
of their correspondent banks

Yes No

79% 21%

Every Quarter

Every 6 month

Every Year

Every 3 years

0%

0%

54%

56%

60% review existing correspondent banks and 
relationships in yearly basis.

The frequency of reviewing existing correspondent 
relationships by Japanese Banks 

10%
90%

35%

65%

Most banks do not have work-flow and 
risk scoring methodology for establishing 
a relationship (new/ongoing) with a 
correspondent bank

The interval of Japan Banks investigate the Board 
Members/Ultimate Beneficial Owners of their 

correspondent banks against Sanction Lists or PEP Lists

21% banks investigate PEPs in correspondent banks’ board members.

Yes No

Yes No

1
(not doing
anything)

1.5 2 2.5 3.5 4 4.53
(planning actual

improvement 
actions)

5
(well prepared)

Please rate the current level of your 
AML/CTF operations? 

Enhancements are most needing in the area of transaction monitoring as 
the research showed this is the area where Japanese Banks are least prepared. 

Transaction 
Monitoring

3.5
Correspondent 
Bank – Risk 
management

3.7
Overseas Payment
screening

4.4
Existing client 
screening

4.4
Client-on 
boarding check

4.8

Workflows that keep records of client 
on-boarding checks and counterparty screening 

have been established by 83% of banks

83%

17%

Most banks have conducted their risk-evaluation in response to Japan Financial Intelligence 
Center (JAFIC)’s guideline and as a result revised their policy internally. However, there is 
more to improve in order to establish an effective workflow and be ready for the upcoming 

Mutual Evaluation by the Financial Action Task Force (FATF) planned for 
October/November 2019. 

Revised policy internally

65% 42% 30% 45%

Revised policy
with support

of outer advisor(s)

Documented all
the result

of risk evaluation

Conducted 
risk-evaluation in 

response to
FSA’s guideline

Financial Services Agency (FSA) has emphasised the 
importance of implementing a proper risk-evaluation process 

based on concrete factors and objective evidence.
Below are the methods that banks apply. 

Yes No

Most banks have a compliance team manpower of 10 people when this 
could due to high volume of manual checking are needed to perform. 

Most banks have a compliance team of 10

These numbers are likely due to high volumes of manual 
checks needing to be performed. �

Compliance
as a whole

Know Your
Customer
(KYC)Screening

Transaction
Monitoring

Financial
Institution

10

4

4

6

Most banks see the importance of having an automated system 
for their AML/ CFT operations.

AML in the organisation

77%

23%

86%

14%

46%

54%

76%

24%

Is your organisation having
any internal discussions

regarding change of policy
and/or improvement of

current AML operations to
prepare for the upcoming FATF

review in 2019?

Have you taken any
actions to improve your
on-boarding operation?

Yes No

Is there a person responsible for 
your organisation’s AML/CFT 

operations, as well as defining clear 
roles for each department?

Do you believe your organisation 
understands the importance of 

securing resources and investments 
for system automation?

Summary

Most respondents have had conversations about improving the AML process but as yet 
most haven’t improved their on boarding operations.

The average number of employees in the compliance function is 10 with most sitting in 
Financial Institution teams.

83% have an established workflow of keeping records of client-on boarding checks and 
counterparty screening?

The most prominent action on the back of the FSA’s guidelines has been to conduct risk 
evaluations. Under half of banks have revised their policies.

The area most Japanese Banks are least prepared for is in Transaction Monitoring with 
almost all being well prepared for on-boarding.

The vast majority uses a 3rd party tool for automating AML.

9 in 10 carry out Trade Finance screening.

>2/3 have significant relationships in Europe and Americas.

Only 1 in 10 has workflow and risk scoring methodology.

c.9 in 10 use a 3rd party KYC tool such as BA. Almost 40% talk to
counterparties directly.

Only a third of banks identify UBOs and Only 2 in 10 investigate PEPs in 
correspondent banks’ board members.

No banks surveyed review correspondents more than annually. 

Staff skill shortage is the biggest concern, keeping up with regulation, keeping up to date 
and cost of compliance are also major concerns.
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Set priority in effective KYC Compliance Program with Accuity’s scalable
solution and complex data in order to optimise resources

and stay compliance ready at all times.

At the recent KYC compliance conference in Japan, Accuity conducted a market survey with the leading banks’ 
compliance & AML professionals. Highlighted below is a synopsis of some of the key findings from the survey.


