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Cryptocurrency, Fiat Liquidity And BSA/AML

by Steve Brown Topics: cryptocurrency, BSA/AML, deposits

Summary: Some banks are crypto-friendly these days. We provide a few
examples. Yet, banks that accept cryptocurrency-sourced deposits need to
be especially vigilant around AML rules.

In an interesting advance, scientists have reportedly developed an artificial intelligence tool that can
accurately detect early patterns of psychotic disorders. Such disorders typically occur when people
are in their 20s and early warning signs can show up as early as age 17. A tool that predicts whether
people are going to develop psychosis later in life could be helpful it seems.

No matter your thoughts about how much technology should creep into our lives or whether it is good
or bad, suffice it to say that it does keep moving forward.

One area where technology has impacted banks and customers of banks is in the cryptocurrency
area. If you've been skeptical of the cryptocurrency craze, here's something to back up your
concerns. A Treasury official says cryptocurrency is being exploited by terrorists who use it to raise
money for their operations, and by scammers who use it to fund rip-off schemes (with losses in the
past 2Ys estimated at around $1.5B).

Indeed, G20 finance ministers have called upon the Financial Stability Board (FSB) to monitor risks
and consider work on additional multilateral responses to cryptocurrency matters following their
meeting last month. As this picks up globally, US community financial institutions can also expect to
see more formal guidance related to these risks bubble up too.

In the meantime, banks that accept cryptocurrency-sourced deposits - or are considering it - need to
be especially vigilant around Anti-money Laundering (AML) rules. The murky nature of cryptocurrency
has thus far been tough for the banking world to handle. However, there are a few examples of
financial institutions accepting these deposits.

One of those is digital-only Simple Bank, owned by Spanish bank BBVA. It provides FDIC insured
deposit accounts, issues account holders Visa debit cards and grants access to its online banking
system using a mobile app. It is reportedly a cryptocurrency friendly bank.

Ally Bank is another huge online bank where cryptocurrency enthusiasts can reportedly find a home
for their deposits.

In the smaller bank space, Metropolitan Bank ($2.5B, NY) and Silvergate Bank ($1.9B, CA) also
compete with these behemoths for this business, as well as with other large global banks too.

It should be noted though that banks don't actually accept bitcoin or other cryptocurrencies. Instead,
they provide what is known as "fiat liquidity." In other words, these institutions offer a place for
cryptocurrency owners to deposit holdings in dollars.

It should also be noted that those types of transactions also fall under BSA/AML and can be subject to
investigation by federal authorities. For banks playing in this space, regulatory scrutiny appears to be
continuous.
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So, there remain good reasons for banks to be cautious and tread carefully in the world of
cryptocurrencies. But, doing it right, as seen above, can also work. Bottom line - stay safe out there,
no matter what you are doing.
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BANK NEWS

Cash and Mobile

Mercator Advisory Group's report on 2018 digital banking in the US reported that 22% of mobile users
have increased their cash usage in the last 12 months vs. 8% of non-mobile bankers. Similarly, 13%
of mobile bankers report increased check writing over 12 months vs. 5% for non-mobile bankers. The
survey found that although consumers use a number of channels for their digital banking, PCs remain
the most preferred. About 60% of respondents report that their PC is their preferred device for
interacting with their financial institution while 15% prefer the mobile app.

No More Fees

Discover recently announced that it will not charge any fees for its almost 1mm banking customers.
Discover already had low fees - capping insufficient fund fees to one per day vs. 3-4 at other banks
and no monthly account maintenance fees. According to Nerdwallet's analysis of CFPB's data,
American's typically pay almost $100/year in checking account fees.

Lower GDP

JP_Morgan economists changed their forecast for Q2 economic growth from 2.25% to 1.00% due to
slowing global economies and trade agreement uncertainty. They also noted that a rate cut was as
likely as a rate increase vs. a previous prediction of a rate hike.

LOAN GROWTH AND FLOATING RATE ASSETS

Your bank can purchase fully-funded, senior secured floating_rate loans to diversify your portfolio and
increase your loan assets. Contact us today for more information.
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