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Money laundering can be divided into three steps:

All (26)

1of26 < >

Transactions designej = gin|of the funds, known as "layering”
Use of laundered fun| 129: Anti-Money Laundering (AML) inagcial instruments or commercial inve
The KYC prpcess aims to stop such schemes at the fifst deposit window.
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Deposit o%illicit finds into the financial systen

wblic company's stock by someone who has non-
stock for any reason. Insider trading can be
len the insider makes the trade.

Customer Due Diligence

Customer due diligence is integral to the KYC process, for example by ensuring the info illegal (8) erial information is still non-public, and this
h consequences.

Customer due diligence requires ongoing assessment of the risk of money laundering pose

KEY TAKEAWAYS

Insider trading is the buying or selling of a publicly traded company's stock by someone

who has non-public, material information about that stock

Material nonpublic information is any information that could substantially impact an

investor's decision to buy or Sell the security that has not been made available to the

public.

This form of insider trading is illegal and comes with stern penalties including both

potential fines and jail time.

Insider trading can be legal as long as it conforms to the rules set forth by the SEC.

1:43

Insider Trading

Understanding Insider Trading

The U.S. Securities and Exchange Commission (SEC) defines illegal insider trading as:

According to the U.S. Treasury's Financial Crimes Enforcement Network, the four core re

Identifying and verifying the customer's identity

Identifying and verifying the identity of beneficial owners with a stake of 25% or more
Understanding the nature and purpose of customer relationships to develop customer risk
Conducting ongoing monitoring to identify and report suspicious tramsactions and update
Customer due diligence seeks to detect money laundering strategies including layering a

One rule in place to foil layering is the AML holding period, which requires deposits t

Financial institutions are required to develop and implement a written AML compliance p Ty —

trust and confidence, on the basis of material, nompublic information about the security.”

1

Some AML requirements apply to individuals as well as financial institutions. Notably,

Material information is any information that could substantially impact an investor's
The requirement extends to multiple related payments within 24 hours or multiple relat ¥ decision to buy or sell the security. Non-public information is information that is not

- legallv available to the oublic.
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