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Abstract

This paper reviews the current status of the international fight against money laundering and the
financing of terrorism, highlighting the importance of its prevention for economic and financial stability
in Latin America and the Caribbean. It synthesizes the recent history of international legislation and
agreements with respect to the issues, and presents the framework of public and private sector actors
engaged in combating these threats. It reviews Latin American and Caribbean countries’ compliance
with the Financial Action Task Force (FATF) (40 + 9) Recommendations, and analyzes the region’s
performance with respect to their third round Mutual Evaluation Reports. The evidence shows that while
the region has made some significant progress in combating various typologies of money laundering and
the financing of terrorism, important work remains to be done, particularly with respect to customer due
diligence policies and the strengthening of national legal codes. A case study of Mexico’s progress
provides specific insight into the country’s reforms and policies to combat these financial sector
operational risks. Recent evidence suggests that if Mexico keeps strengthening its commitment to
improve national regulatory, legal and judicial systems, it will be able to show full compliance with the
FATF Recommendations in future evaluations. The paper provides reflections on new and emerging
international threats, especially those related to technological innovations. The authors call for an
enhanced system of risk management, technical support to countries, and the design of coordinated
international responses to financial crimes and the financing of terrorism to ensure long-term financial
sector integrity and macroeconomic stability.
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. Introduction

The paper reviews the current status of the struggle against money laundering and the financing of
terrorism in Latin America and the Caribbean. For this purpose, it first examines the various agreements
and resolutions concerning this issue at global and regional levels. It then provides a description of the
money laundering process and the importance of its prevention for economic and financial stability,
including a discussion of some effects in the real sector.

Next, a discussion of the trends and mechanisms used for laundering money in the region is
presented based on the typologies put forward by the Financial Action Task Force (FATF), the Financial
Action Task Force on Money Laundering in South America (GAFISUD) and the Caribbean Financial
Action Task Force (CFATF, also known as GAFIC in Spanish), as well as those emphasized in the US
Money Laundering Threat Assessment conducted by the United States Department of Treasury in
December 2005, and the United States Government’s 2007 National Money Laundering Strategy. It then
identifies the main international actors and their role in this struggle.

The following section provides an analysis of the key results of recent Mutual Evaluations
conducted by specialized agencies to assess Latin American and Caribbean countries’ compliance with
the respective international standards. It also highlights some new moneyv laundering tvpologies that
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