




“Europe’s Biggest Scandal”: Dansk Bank Money Laundering Case 

Numerous Quick, Large Transfers Overlooked
From 2007 through 2017, an inordinately large amount of money was transferred in and out of the Dankse bank Estonian branch, resulting in an enormous profit margin for the bank. Denmark’s Business Minister Rasmus Jarlov commented, “It’s the sort of thing that I would assume would catch the interest of both management and auditors.” In 2013 and 2014, Howard Wilkinson, former head of the Baltics market trading unit, sent a series of emails to Danske’s leadership team outlining the large number of suspicious looking transactions. The concerns were ignored until 2017 when news reports prompted the bank to hire an external law firm, Bruun and Hjejle, to investigate. Within the 87 page report, the legal experts confirmed Wilkinson’s observations and detailed numerous warning signs the bank clearly chose to overlook. As many as half of the bank’s 15k customers appeared to be suspicious including anonymous corporate vehicles from Cyprus, the British Virgin Islands and the Seychelles, Russia, Moldova, Azerbaijan, and Ukraine. These customers and others including the Putin family and a group of Azerbaijan’s ruling elite appear to have used 32 currencies to launder as much as $8.3 billion dollars through the bank including using a $2.9 billion fund to pay European politicians and lobbyists.
A Failure of Corporate Culture
The bank’s investigation revealed failures in several areas. With the bank’s lack of proper controls and governance, suspicious activity was not addressed even though the profitability of the branch should have been a red flag. Branch management lacked proper follow through in relation to compliance and risk.  Main bank executives failed to take action with the large number of suspicious transactions and perpetuated a “lean and mean” culture where employees were reluctant to raise issues. Within Danske bank from the top down, there was a lack of organizational accountability to investigate suspicions that continued to surface. With stated values including a focus on integrity and published vision “to be recognized as the most trusted financial partner,” the bank will require a significant cultural shift to repair the damage caused by the scandal. 
The Fall Out
Danske bank has acknowledged, “major deficiencies in controls and governance that made it possible to use Danske bank’s branch in Estonia for criminal activities such as money laundering.” Losses of 45 percent for the year amounting to $16.5 billion including 8,000 lost customers coupled with the bank being worst performing financial stock in Europe show the board faces a significant challenge in rebuilding trust in the bank. 
Robert Uggla, CEO of A.P. Moller Holding, the largest Dankse bank shareholder, explained, “We have obligations and it’s only fair there are expectations on us.” Both the Dankse bank CEO, Thomas Borgen, and the chairman, Ole Andersen, have stepped down. The chairman’s choice for successor has been rejected. “New people are required because otherwise people will keep questioning the motives of the chairman and chief executive,” Uggla explained. Four other executives have stepped down or will be stepping down in coming weeks and an extraordinary general meeting has been called for the board to discuss further changes. 
Other Considerations
The Estonia branch was established when Danske acquired Sampo bank, a small Finnish bank in 2007. Many of the customers in question came from the previous Sampo bank as it held a high non-resident portfolio. Also, the Estonia branch had its own IT platform including many procedural documents written in Estonian or Russian, thus it was not operated with the same risk monitoring as the main bank. Complicating the situation is that 50 current and former employees were possibly working with the non-resident customers to facilitate the money laundering transactions.  
Another view is that global finance today is so complicated by sophisticated technology that criminals are able to exploit the financial infrastructure of long-standing banks who may not have the right mechanisms to identify advanced cyber-crime operations such as transaction laundering and other anomalous activities. 
However, money laundering activity involves the use of well-known methods and requires the cooperation of other banks called “correspondent banks” that make transactions on behalf of other banks. These banks have a long standing practice of trusting that the customer bank was acting legally and that its customers were known to be within legal bounds. Banks such as Citigroup, HSBC, Wells Fargo, Barclays, and Deutsche Bank all indicated they had no way of knowing the transfers from the Danske bank Estonian branch were suspicious. However, the culture of international banking is changing as banks are being expected to take responsibility for knowing who their customer bank’s customers are and that those customers are operating within the law. Still, should the banks to be trusted to regulate themselves or should governments do more across borders to curtail money laundering? 
The Solution
Anti-corruption expert, Nienke Palstra, from Global Witness, a campaign group summed it up, “Until we see senior executives held fully accountable for criminal wrongdoing and serious fines for the banks involved, this kind of scandal will continue for decades to come.” Negative deterrents include individual liability for all bank employees and stiff fines for wrong doing enforced aggressively across borders by cooperating government regulators. 
Discussion Questions:
1. Who is responsible for the ethical lapses at Danske bank?
2. At this time, the Danske bank case is a civil, not a criminal case, which means no individuals will be prosecuted. How does this reflect on the ability of law enforcement agencies to combat financial crimes?
3. Whistleblower, Howard Wilkinson, raised alarms within the bank during his time there. Should a whistleblower stay within an organization to try to continue to influence upward and to change the behavior or activity?
4. How did technology influence the outcome of this case?
5. Create a plan for Danske bank to revamp its corporate culture.
6. What message does leadership send to employees and external stakeholders when they hold a top producer accountable for ethical standards?
7. In your opinion, how did Danske’s senior leadership’s failure to look into alleged unethical actions potentially impact the organization’s culture and brand reputation.
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