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Introductory statement – EP hearing on AFC – 4 February 2019

Ladies and gentlemen,

Honorable chairman,

thank you very much for this invitation and I look forward to a discussion on a current

and very relevant issue – our joint fight against financial crime.

My name is Stephan Wilken and I am the responsible Head of Anti-Financial Crime

and Anti-Money Laundering Officer of Deutsche Bank in Frankfurt, responsible for the

bank’s global Anti-Financial Crime function. I have been working at Deutsche Bank for

25 years now and have had the opportunity to get to know the company and its staff

in a wide array of topics.

To inform the discussion today I thought it would be most useful for me to begin by

providing some background on:

1. Deutsche Bank’s business activity, including as a correspondent bank and how

that relates to your current inquiry

2. Deutsche Bank’s Anti-Financial Crime Function and our approach to tackling

money laundering

(1) Deutsche Bank as a correspondent bank

Deutsche Bank is a global bank with a local presence in more than 60 countries. We

provide banking services to companies, governments, institutional investors, small

and medium-sized businesses and private individuals. Headquartered in Frankfurt,

we are the largest bank and market leader in Germany with more than 20 million

retail clients; a leading European investment bank and the fifth largest asset

manager in Europe. Deutsche Bank was founded in 1870 to accompany German

businesses into the world and that business still sits at the heart of our Corporate

and Investment Banking franchise.
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This is why Deutsche Bank is an important participant in the correspondent banking

infrastructure. According to SWIFT, we are amongst the top five correspondent

banking providers globally, the leading EUR clearer and the number eight USD

clearer.

The purpose of Correspondent Banking relationships is to ensure that banks can

access financial services in different jurisdictions and provide cross-border payment

services to their customers, supporting international trade and financial inclusion. As

such, we have also acted as one of three correspondent banks for Danske Bank

Estonia between 2007 and 2015, prior to public reports alleging impropriety at Danske

Bank Estonia.

For many market participants it is only possible to move funds cross border by using

Correspondent Banking services, making them an essential component of finance in

a global economy. Today, there is no sound alternative to correspondent banking. It

is the best we have for linking the Central Bank owned payment market infrastructures

across the globe. Correspondent banks provide the connectivity of the various regions

and payments markets in particular for international trade and the financial markets

and in a regulated framework.

Banks have traditionally maintained broad networks of Correspondent Banking

relationships. Relationships in banks are maintained or terminated according to the

perceived degree of risk in any given jurisdiction or currency. Smaller banks located

in jurisdictions perceived to be too risky are especially affected by reduced risk

appetite.

Our own assessment led to a reduction of Correspondent Banking relationships and

a concentration in activities.

Over the last years Deutsche Bank has completed a significant de-risking of its

Correspondent Banking client portfolio, including clients domiciled in the Baltics and

Russia. Additionally, the Correspondent Banking business at Deutsche Bank went

through a comprehensive remediation program:
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· We have significantly strengthened the overall risk management framework

including Policies and Procedures.

· We have established new governance councils in correspondent banking

((1) currency council, (2) global client review council) with participation of

relevant control functions.

· We have further tightened our Client Due Diligence and KYC processes.

· We have introduced sophisticated annual risk assessment cycles to ensure

that relevant client risks are monitored and, where considered to be outside

risk appetite, mitigated.

As a result of these measures Deutsche Bank has reduced its global Correspondent

Banking client portfolio by around 40% (2016 to date). While Deutsche Bank

distinguishes between high, medium and low risk clients, the above measures include

a reduction of around 60% among clients rated “high risk” in 2016.

· In Russia / the Baltics and Moldova, we have de-risked as follows: Russia

– Reduction of active Correspondent Banking relationships by around 75%

· Lithuania – Reduction of active Correspondent Banking relationships by

around 50%

· Full country exits in Moldova, Estonia and Latvia

As a result of industry-wide trends, some banks are now at risk of being cut off from

the international payment network. In extreme cases, losing access to Correspondent

Banking services can affect the functioning of local banking systems and create

financial exclusion of entire European countries. This in turn would have negative

consequences for large international companies which would not be able to conduct

their international cash management in all countries they operate in, for example. As

stated previously, Deutsche Bank was founded exactly to accompany such

businesses into the world.

This risk of being cut-off the international payment network was acknowledged by

regulators with the Committee on Payments and Market Infrastructures of the

International Organization of Securities Commissions publishing a report and

recommendations in 2016 to address the cost / risk issue for Correspondent Banking.
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Deutsche Bank has been an active member of the Wolfsberg Group – the industry

organisation which has been working to solve some of the challenges associated with

Correspondent Banking, including through enhanced due diligence processes.  In the

light of the Danske events which are the focus of this Committee’s inquiry, this work

will be more important than ever.

(2) Having provided context on DB’s activity as a Correspondent Bank, I would
now like to turn to the wider role of the Anti-Financial Crime function of
the Bank in order to help the Committee understand the challenges that
confront large internationally active banks and the approach that we are
taking to make sure that DB is protected against risks.

As a responsible bank, how we conduct our business is just as important as our

financial performance. This is the only way we can generate long-term trust and added

value for our clients, employees, shareholders and society. Such trust relies, in

particular, on the implementation of and compliance with the applicable statutory and

regulatory provisions as well as Deutsche Bank's internal policies governing its global

business activities, in addition to the observance of best market practices and

standards of conduct in this area. As a risk manager and long standing employee of

Deutsche Bank this is a view that I am personally strongly committed to, and I can

assure you that the entire Management Board is equally committed to adhere to all

applicable laws and regulations and to always meet the high standards of Deutsche

Bank set by internal policies.

Those legal and regulatory requirements and market standards intend to prevent

Deutsche Bank from being misused for committing criminal offences. The

Management Board of Deutsche Bank and I as the Head of AFC are fully committed

to and are investing further in measures for the prevention of money laundering, the

combating of the financing of terrorism, the observance of financial and trade

sanctions, the fighting of other criminal activities including the combating of corruption

and bribery.

Deutsche Bank has progressively enhanced its AFC systems and controls over the

past few years. Being conscious of time I would like to highlight only a few examples:



Confidential

· We have completely reorganized the Anti-Financial Crime function, including

a separation from Compliance and a direct reporting line of the Head of AFC

into the responsible member of the Management Board.

· We have considerably increased staff numbers in Anti-Financial Crime and

more than tripled our staff since 2015.

· We have tightened our processes and discipline around dealing with identified

potential issues (e.g. internal investigations, SAR filing adherence, client

disengagement procedures).

· We have implemented a client risk rating engine and enhanced KYC

processes in the business.

· We have strengthened our existing transaction monitoring processes by

increasing the scope and frequency.

· We have established a Financial Intelligence Unit, which works with

government authorities to track the patterns and threats of financial crime. Our

Financial Intelligence Unit in the UK was instrumental in working with the UK

National Crime Agency during the London Bridge terror attack in 2017.

· We have also focused on providing the necessary AFC training to employees

to ensure that they have the knowledge and skills to appropriately identify,

assess and mitigate financial crime risks. This includes tracking of attendance

as well as mandatory tests at the end of each training. In addition, we defined

and actively communicated our “conduct framework” across the entire bank,

making it clear that Deutsche Bank does not only follow the law, but does

“what is right” (“zero tolerance”), building on common practice tools such as

our “whistleblower” framework and consequence management. In order to

remind every member of staff of the importance of financial crime topics, we

ran our “get sharp against anti-financial crime” campaign, which included for

example videos with Management Board members or posters in every

location of Deutsche Bank worldwide.

We work with governments and law enforcement agencies around the world to help

identify and combat financial crime. As a Bank, we take our role in this ecosystem very

seriously and have in fact very strong incentive to invest and conduct ourselves

properly in this area.



Confidential

We have closely followed new approaches developed across the global banking

industry to fight financial crime. We also learn from examples of significant money

laundering schemes, to further enhance our own AML systems and controls.

Fighting financial crime is not an area where you can ever say “the job is done”.

Financial crime is a constantly evolving threat and we need to be continually

enhancing and improving our strategies in tackling that risk.  In doing so we learn from

best practice and work closely with regulators and public authorities.

Mr. Chairman, this concludes my opening remarks and I am happy to answer any

questions.

Thank you


