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Danske Bank Money Laundering Scandal

Case Overview

Danske Bank Money Laundering Scandal

a. Description:

o Danske Bank, Denmark’s largest bank, was implicated in a massive money
laundering scandal involving its Estonian branch. An internal whistleblower
revealed that the bank had facilitated the laundering of approximately €200
billion in suspicious transactions from Russian and Eastern European
sources over several years. Senior management allegedly ignored red flags,
and compliance measures were either negligent or non-existent.

b. Location and Date:

o Location of both the procedures and the offence: Estonia and Denmark
o Date of commenced investigations: 2017
o The offence took place in the time between 2007-2015.

Reflection questions

¢ Are you effectively training your employees to recognize and prevent money
laundering risks?

e What would you do if a client or colleague requested that you engage in activities that
are legal but conflict with your company’s ethical standards?

¢ How do you measure whether your organization is truly living up to its stated values
of integrity, beyond just meeting legal requirements?

¢ |If you found a series of small, unexplained charges to a company credit card, what
actions would you take?

¢ You are offered a bonus to speed up a process, but doing so would require bypassing
key compliance checks. What would you do?

¢ What would you do if you identified a gap in the company’s governance structure that
could lead to potential misuse of funds or other ethical issues?

Impact

1. Outcome: Several executives, including the CEO, resigned. The Danish and
Estonian authorities launched investigations, and Danske Bank was fined heavily. As
of 2023, investigations were ongoing in multiple countries, with potential legal action
still pending. The European Union and the U.S. have also pursued financial penalties
and sanctions.

2. Judgements/Penalties: Still pending; highly likely financial penalties and
imprisonment of responsible individuals.
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Integrity Issue

Specific concern:

o Danske Bank’s Estonian branch facilitated the laundering of approximately €200
billion in suspicious transactions, mainly from non-resident clients, raising concerns
over anti-money laundering (AML) compliance.

o Despite receiving multiple warnings, the bank failed to address issues in its
compliance mechanisms, highlighting the need for ongoing risk assessment and
effective compliance management.

o Danske Bank evaded regulatory scrutiny by exploiting loopholes in Estonian and
Danish financial systems.

e A whistleblower raised concerns, but the bank did not act until it was too late.

Related SDGs:

e SDG 10: Reduced Inequalities
The bank facilitated large-scale money laundering, allowing the illicit flow of funds,
often linked to organized crime, corruption, and tax evasion, which widens inequality
and supports illicit wealth concentration.

e SDG 16: Peace, Justice and Strong Institutions
The scandal revealed weaknesses in anti-money laundering (AML) systems and
regulatory oversight, eroding public trust in financial institutions and governance
structures.

Public Response

The scandal led to widespread outrage in Denmark and across Europe, with concerns over
regulatory failures in anti-money laundering enforcement. Public trust in Danske Bank
plummeted, and several major institutional investors retracted investments from the
company.

Learnings:
Key takeaways:

e Strict measures need to be in place and heavily invested in, to detect and prevent
illicit financial activity effectively.

e Proper customer identification and monitoring are essential to avoid facilitating illegal
activities.

e Ignoring concerns raised internally can lead to catastrophic regulatory and
reputational consequences.

e Companies with international operations must align their compliance frameworks
across jurisdictions.
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Impact on sustainability:

By facilitating money laundering, Danske Bank directly contributed to financial
systems' abuse, which destabilizes the economic environment, a key pillar of
sustainability.

The scandal damaged Danske Bank's reputation internationally, making it more
difficult to attract responsible investors and partners committed to sustainability
principles.

Danske Bank and other financial institutions faced stricter regulations, reducing the
bank's ability to operate efficiently and sustainably in certain markets due to higher
compliance costs and reputational concerns.

Applying Learnings in Your Organization

Use automated tools that help monitor transactions, flag suspicious activities, and
conduct enhanced due diligence.

Conduct regular reviews of your AML processes to ensure that they are up-to-date
and working effectively.

Establish direct communication lines between the compliance officer and senior
management to ensure concerns are addressed quickly.

Implement ongoing training programs for employees on AML processes to ensure
understanding of risks and compliance.

For companies with operations in different countries, set up a global compliance team
that understands and ensures compliance with local laws and international standards.
Conduct research to ensure your suppliers or partners are not linked to any financial
crimes or sanctioned individuals/entities.

Carry out due diligence on vendors and partners to minimize risk exposure.

Train employees regularly on how to handle and protect data appropriately.

Ensure that all financial transactions are well-documented and transparent. Use
accounting software that provides easy-to-understand reports and tracks every
expense.

Define clear roles and responsibilities, ensuring that everyone is accountable for their
decisions and actions. Enforce consequences for breaches of compliance or
unethical behavior to reinforce the importance of integrity.
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