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W
hile Europe was still digesting 
and implementing the Fourth 
Anti-Money Laundering 

Directive 2015/849, a fresh legislative 
initiative was drawn up by the European 
Commission as a response to recent 
economic and political developments 
throughout the globe.
On 19 June, 2018, the European Parlia-
ment announced the adoption of the 
Fifth Anti-Money Laundering Directive 
2018/843 (the “Directive”), the latest 
link in a chain of reforms targeting the 
elimination of money laundering and 
terrorist financing. The Directive has 
been effective since 9 July, 2018 and 
Member States have been urged by the 
EU Council to implement it into na-
tional law ahead of the already demand-
ing deadline imposed (10 January 2020).
The Directive forms part of the Eu-
ropean Commission’s Action Plan of 
February 2016 that was developed in the 
wake of terrorist attacks and devastating 
scandals, such as the Swiss Leaks and 
Panama Papers, that shook the Euro-
pean Union and highlighted significant 
vulnerabilities of the financial system. 
Through the Directive, the European 
Commission aims to enhance transpar-
ency and leave no room for manipula-
tion of the financial system for the facili-
tation of money laundering and terrorist 
financing. 
The main changes brought by the Direc-
tive are the following:

Greater Transparency 
on Beneficial Owners
An important change, targeting the en-
hancement of transparency, concerns na-

tional central beneficial ownership registers 
in the EU Member States. The Fourth 
Anti-Money Laundering Directive pro-
vides a broad framework for the collection, 
storage and access to information of ben-
eficial owners of companies, certain trusts 
and other types of legal entities.
Currently, only government agencies, 
obliged entities and individuals with le-
gitimate interest have access to the central 
transparency register, which is yet to be 
implemented in several Member States. 
The Directive, though, now requires 
that the general public will have access to 
central beneficial ownership registers for 
corporate or other legal entities.
Furthermore, the Directive requires 
Member States to connect their central 
registers via the European Central Plat-
form in order to facilitate cooperation 
and information exchange between the 
Member States. 
While there are claims that this change 
could prove invasive, there are also argu-
ments supporting that the requirement 
to register beneficial ownership and have 
that information publicly available is a 
vital step in detecting some of the vast 
flows of illicit funds transmitted through 
the financial system.

Bringing Virtual Currencies 
into Scope
Following numerous warnings by 
national supervisory bodies regard-
ing the lack of regulation and effective 
anti-money laundering measures in the 
virtual currencies market, the European 
Union has finally decided to take action. 
In an effort to prevent the exploitation 
of platforms that offer virtual currencies 

for money laundering and terrorist fi-
nancing purposes, the Directive expands 
the scope of previous directives. Virtual 
currencies are now legally defined, while 
providers engaged in the exchange ser-
vices between virtual currencies and fiat 
currencies, as well as custodian wallet 
providers, now fall under the scope of 
the Directive. 
The virtual market is now forced to 
implement adequate anti-money laun-
dering control frameworks and comply 
with the standards imposed to the rest of 
the market. Anonymity offered through 
virtual currency networks will be limited 
and the use of such networks will be 
closely monitored. 

E-money Products and Re-
mote Payment Transactions
The Directive reduces further the mon-
etary thresholds for identifying the hold-
ers of non-rechargeable prepaid cards 
from €250 to €150 and, in the case of 
payment transactions initiated via inter-
net or through a device used for distant 
communication, the threshold has fallen 
from €100 to €50. As was the case 
with the previous legislation, when these 
amounts are exceeded, they will be sub-
ject to customer due diligence.
Furthermore, the use of anonymous, 
non-rechargeable prepaid cards will be 
prohibited where the payment originates 
from a jurisdiction that is not recognised 
as having equivalent anti-money laun-
dering legislation with the European 
Union.
The implementation of these changes 
could prove cumbersome and costly 
to obliged entities as it could require a 
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review of their current systems and pro-
cesses for handling prepaid cards.

Harmonisation of Increased 
Due Diligence Obligations 
Regarding High-Risk Third 
Countries
The Directive introduces enhanced due 
diligence requirements with regard to 
financial transactions with high-risk third 
countries in an effort to mitigate those 
risks and achieve harmonisation across the 
European Union. 
Obliged entities will be required, inter 
alia, to obtain additional information on 
the customer, beneficial owner and busi-
ness relationship, obtain approval from 
senior management for establishing or 
continuing the business relationship and 
to conduct enhanced monitoring.
Moreover, the Directive encourages Mem-
ber States to adopt additional measures, 
where deemed necessary, including the 
refusal of the establishment of subsidiaries 
or branches or representative offices either 
from high-risk third countries or in high-
risk third countries, the introduction of 
enhanced relevant reporting mechanisms 
and increased external audit requirements.

Enhancement of the Power 
of Financial Intelligence 
Units (FIUs) and Cooperation 
and Information Exchange 
Among Authorities
The Directive obligates Member States 
to establish centralised automated mecha-
nisms, such as central registries or central 
electronic data retrieval systems, which will 
allow the identification, in a timely man-
ner, of any natural or legal persons holding 

bank accounts and safe-deposit boxes.
At the same time, Member States shall 
ensure that the aforesaid information 
held in the centralised mechanisms is di-
rectly accessible to national Financial In-
telligence Units (FIUs) in an immediate 
and unfiltered manner. The information 
shall also be accessible to other national 
competent authorities, whereas any FIU 
will be able to provide information held 
in the centralised mechanisms to any 
other FIU in a timely manner. FIUs 
should not refrain from or refuse the 
exchange of information to another FIU, 
spontaneously or upon request, for rea-
sons such as a lack of identification of an 
associated predicate offence.
In addition, there is a possibility of creating 
a separate legal instrument to allow access 
to these centralised banks and payment 
account registers for other purposes such as 
criminal investigations and tax authorities.
These measures aim to achieve coopera-
tion at an international level and address 
the misuse of the system by individuals 
who use jurisdictions and institutions 
which are more vulnerable.

PEP Lists
The Directive requires Member States 
to compile and keep up to date a list of 
prominent Politically Exposed Persons 
(PEPs) entrusted with functions on a 
national level. The requirement extends 
not only to public functions but also to 
accredited international organisations. 
These lists shall be sent to the EU and the 
EU will then draft a single list, which will 
include the consolidated national lists, and 
will publish the result.
It should be noted that PEPs continue 

to be high-risk clients in terms of money 
laundering and institutions are required 
to apply enhanced due diligence measures 
according to the relevant requirements.

The move towards a more agile and dig-
itally-driven financial market has come 
with inherent risks and the creation of a 
new platform for money laundering and 
terrorist financing. The need for a more 
robust anti-money laundering and coun-
terterrorism framework is intended to be 
satisfied through the Directive.
There has been criticism that the Direc-
tive introduces more scrutiny and sur-
veillance to the market, which borders 
the limits of breaching data protection 
rights. Others have voiced concerns that 
the market will struggle to implement 
ever-changing anti-money laundering 
legislation, as it only recently had to 
adapt to the Fourth Anti-Money Laun-
dering Directive.
On the other hand, one cannot overlook 
recent money-laundering scandals and 
terrorist attacks which arguably evidence 
the need for improvement of the current 
legal framework. 
Furthermore, the 12 November Direc-
tive 2018/1673 (dubbed as 6AMLD) was 
published in the Official Journal of the 
EU, aiming to complement and reinforce 
the application of the Directive by means 
of criminal law. While the effect of the 
Directive and other changes to come 
remain to be seen, market participants 
are expected to uphold high standards in 
combating money laundering and ter-
rorist financing, while preparing for the 
implementation of a new and stricter 
wave of measures. 


