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Money laundering and terrorist financing are financial crimes, which 
have severe impact on the society and the economy, and subsequently 
affect everybody.

What is Money Laundering?
Money laundering is the process of concealing or disguising the origin of 
ill-gotten funds, or funds derived from illegal activities, in such a way to 
make it look as if it was derived from legitimate sources, and integrate 
it into the economy to be used as “clean money”.

What is Terrorist Financing?
Terrorist financing is the act of providing any kind of financial support to 
terrorist activities. It cares little about the origin of the funds, which 
could be legal or illegal; what matters is the purpose for which the funds 
will be used.

Money Laundering and Terrorist Financing:
A Threat to the Global Economy.



Social and Economic Impact:
Once integrated into the economy, the proceeds derived from money 
laundering can have devastating consequences on the society, as these 
proceeds could be used to financially support drug traffickers and 
terrorists, which will help them expand their operations, leading to 
increased crime and corruption worldwide.

In the private sector, owners of legitimate businesses are faced with 
unfair competition by front companies supported and used by money 
launderers to hide their unlawful funds. In addition, money laundering 
can cause instability to banks and financial institutions, due to the high 
reputation risk exposure. It can also affect interest rates and exchange 
rates due to large unanticipated cross-border transfer of funds. Finally, 
it contributes to the indirect shift of economic power from governments 
and countries to criminals.

How Are They Related?
Money laundering and terrorist financing use approximately the same 
sophisticated techniques when it comes to concealment and disguise of 
the origin of the funds, and the use of the global financial network in 
order to do so.

Money launderers take the proceeds derived from illegal activities and 
try to hide its origin through a series of complex international financial 
transactions, and then integrate these criminal funds into the legitimate 
economy, as legal money.

Terrorist financing is not restricted to proceeds derived from criminal 
activities; it could involve funds from legal sources, illegal sources, or 
both. However, disguising the origin of the funds and its ultimate use is 
very critical for the terrorists to carry out their acts undetected. 
Financial transactions aimed at the support of a certain act of terrorism 
are usually difficult to identify, since these transactions could be of 
relatively small amounts.



What Can Customers do to Help?
Customers often feel offended when questioned by their banking officer 
about their wealth, source of income and account usage. However, it is 
important to know that customers play a major role in enabling 
governments and financial institutions combat money laundering and 
terrorist financing. 
Customers are expected to cooperate with banks requirements, 
starting with identity verification and customer profiling at account 
opening level to justification with regards to source of funds and reason 
behind certain banking transactions. They should not feel insulted or 
accused when asked for clarification about their account behaviour 
because it is a necessary measure taken by the Bank to protect their 
wealth.

What Can Banks do to Help?
Banks and other financial institutions play a crucial role in the fight 
against money laundering and terrorist financing. To minimize their 
exposure of being unwillingly involved in any illegal financial transaction, 
banks should abide by the controlling, monitoring and reporting 
requirements set by the regulators.
It is only with customers’ support and cooperation, that banks will be 
able to conduct comprehensive customer due diligence and identify 
suspicious activities.




