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1. What is the current AML regime at EU level and its current weaknesses and 

gaps? 

The European Union has a very strong anti-money laundering rules. Money 

laundering is the act of printing money without any stipulated guideline or procedure. This is 

the process of making fake currencies or reproduction of massive money (Handbook of Anti 

Money Laundering, 2015, 5-13). The EU is trying to bring into place a one supervisory body 

to look into the matters pertaining the anti-money laundering practices. The reason behind the 

reforms being carried out by the European Central Bank is to control money laundering 

within the banks in the region. With the recent occurrences involving the laundering of 

money in the EU banks, claims and concerns have been raised as it regards the rules and 

regulations controlling the money laundering. This has created a lot of risks pertaining to the 

integrity and reputation of the European Union financial reputations. To curve this risk, 

decisive action has been taken to curve this malpractice and ensure that the anti-money 

laundry rules are observed and supervised effectively within the European Union (Gallant, 

Mary M, 2005). There has been a directive issued by the commission towards the amendment 

of regulations on the European Banking Authority. This one will help in strengthening the 

role of EBS, and it was given the necessary tools to ensure that their supervisory role is 

efficient and effectively done.  

The legal framework that has been put in place by the EU to prevent money laundering 

and terrorist financing is not only very strong but powerful. This has helped to promote the 

integrity of the financial system within EU as well as ensuring financial stability and 

moreover offer some protection against financial crime (Haynes, Andrew, 2001). The 

measures that have been put in place consist of both the legislative and the non-legislative 
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measures which are meant to enhance supervision, in addition make it effective, and ensure 

that there is cooperation between the anti-money laundering agencies and supervisory bodies. 

Weaknesses 

There has been a number of weakness that has been attributed to the reforms that are 

being carried out concerning money-laundering practices. There has been a delay and major 

shortcomings related to insufficient supervision actions which would be used to tackle the 

weaknesses found in the financial institutions’ management for the anti-money laundering 

risks (IMF Staff Country Reports 07, no. 154, 2007). The second shortcoming has been tied 

along the cooperation and sharing of information for both domestic level, anti-money 

laundering authority, and international levels with the member states. The other shortcoming 

is related to lack of common arrangements that are related to the third countries in relation to 

the laundry supervision within financial institutions.  

The second shortcoming is that there are no specialised personnel. This is closely 

attached to inadequacy of detecting machines since the technology is highly changing, the 

relevance of money laundry is very high, and it may not be easy to get to detect the actual 

currency that has been laundered without proper detecting machines (Ioannides, Dr. E, 2014). 

The gaps that are there in the money laundering process is that there has been little 

supervision and control within the financial institutions, and the mandates for the European 

Supervisory body had no enough powers to dictate and control the activities of financial 

institutions (Journal of Money Laundering Control 5, no. 3, 2002). 

2. How to build a supervisory architecture?  

The supervisory body in the EU is the European Central bank. There is a dedicated 

body which has to be established and tasked with the responsibility of making decisions 

related the proposed reforms. The commission is established from the European Supervisory 

Authorities here the three bodies in the ESA have to cooperate and pick a dedicated body 



EU Anti-money laundering reform 4 

 

 

within the EBA. It is composed of the heads of the national supervisory authorities which 

deals with the compliance of the laws pertaining to money laundering and terror financing 

(Larence, Eileen R, 2010). The European bank authorities will cooperate, therefore with the 

ESMA and the EIOPA within the frameworks of existing committees of the European 

supervisory authorities. The supervisory architecture should incorporate all the banking 

facilities within the EU to ensure that policy formulation cuts across the region. The body has 

to be independent, which has to counterweight a robust accountability framework. It has to be 

highly transparent as well as observe excellent communication within stakeholders, banks, 

and citizens (Mitsilegas, Valsamis, 2003). 

3. What power should be given to the supervisory body? 

The supervisory body should be able to; 

a) Make policies regulating money laundry and terrorist financing 

b) Supervise businesses carried out in the European Union 

c) Carry out a risk assessment for businesses that are prone to money laundering and 

terrorist financing (Muller et al., 2007) 

d) Make procedures for lending of money from the European central bank 

e) Help in reducing the risk of money laundry  

f) Monitor the effectiveness of policies, procedures, and controls to reflect the issues 

being faced by the businesses (Unger et al., 2015)  

g) Prepare, maintain and make improvements of written policy statements 

h) Have systems to detect currency and when one is transacting with high-risk third 

countries with financial sanctions (Anti-Money Laundering: International Law and 

Practice, 2015) 

i) Monitor financial policies and procedures as well as making improvements where 

necessary 
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j) Make sure that there are enough trained personnel to implement their policies 

4. What are the potential challenges of the proposed reform? 

Challenges that are facing the proposed anti-money laundering policies are varied. 

These reforms are faced by various challenges which include; 

• The process of introducing one supervisory body may be faced with rejection from 

the existing bodies 

• There has been challenges of money laundry within financial institutions in the 

European Union (Türkşen, Umut, İsmail Ufuk Mısırlıoğlu, and Osman Yükseltürk, 

2011) 

• There will be a conflict of interest in the formulation of the committee that will 

govern the monetary policies 

• It may be hard to fully control the activities of banking institutions, and it’s hard to 

realize the dangers of terrorist funding and money laundering being practiced by 

various institutions.  

• There will be a challenge of maximization of the efficiency and effectiveness of the 

financial institutions (Padfield, Nicola, n.d) 

• The reform may face a technological challenge where the anti-money laundering 

technology may fail to detect laundered money due to hi-tech methods of laundering 

• Lack of specialized personnel is another challenge that will face the reforms. The 

committee may fail to get a highly skilled taskforce with in-depth knowledge on anti-

money laundering 

• Increased governance is another factor that will face the current reforms since the EU 

will have no jurisdiction to control cross border as well as multi-jurisdictional anti-

money laundering compliances (SICLARI, DOMENICO, 2014) 
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