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6yaau. TabJMMHYA MOJTUSIAUITUPHUIITA CApMOSi-
JIApHHU YCTYBOP HUYHAJTHUPHUIL, CHECATHA MUJIJIMU
PUBOXJIAHUII MaKCajlapura MyBOUKJIAIITH-
pHIl, XaMKOPJIUK Ba MHHOBalusJaapaaH ¢ouja-
JIAHMII OPKAJIM Y36EeKUCTOH 1aXCAapPHUHT HMKO-
HUSITJIADUHU KEeHTaUTUPYBYHM, UHCOH KalWUTaJU-
HU OIIMPAJUraH XaM/ia MaMJiakaT GpapoBOHJIUTH
Ba 6apKapopJIMrura xyucca Kyaaural HHKJII03UB
Ba 6apKapop TabJUM KpPeAUT TU3UMHUHH SpaTh-
1M MYMKHH.

XyJsioca KUING6 alTHIT MYMKHHKH, V36ekuc-
TOH/JA TabJUM KPeJUT TUSUMHUHU PUBOKJIAHTHU-
pUIll YMYMUN MachbyJUSAT Ba MUJJIAT KeJlaXKard-
HUHT TaMmaja Towuaup. OJIMKA TabJUM OJIMIL
MMKOHUSTJAPUHH KEHTaUTHUPHII Ba 6apya y4yH
Y3JIYKCH3 Ta'bJIMM UMKOHUSITJIADUHU parbaTiaH-
TUPUIIZEK YMYMHUH Makcaj capu OUpTralvkiaa
XapakaT KWJIMII OpKaJau V36ekucTon y3 UHCOH
KalUTAJUHUHT TYJIWK HMKOHUSATJAPUHH OYHO,
KeJIayKaK aBJioJiap yYyH ¢GapoBOH Ba UHKJ/IO3UB
*KaMUSAT KypPUILIU MYMKHH.
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JIETAJUTAIITUPULL, TEPPOPU3MHU MOJIMAJIALITUPHUIL BA
OMMABM KUPFUH KYPOJIMHU TAPKATHUIIIHU
MOJIMAJIAINTUPHULITA KAPHIN KYPAIII COXACUJAATI'H JOJI3APB
MYAMMOJIAP XAM/IA YJIAPHUHT Y3BEKUCTOH UKTUCOAUETUHU
BAPKAPOP BA UHKJ/IIO3UB PUBOK/IAHTUPHUIITA TABCUPU

Xamamoe A3u33coH A6dymadicumosuy

Towkenm waxpudazu Xaakapo eeCmmuHucmep

YyHUBepcumemu Mycmaku/1 maodkuKkom4ucu
CyioHos Aiuwep XoamMypoad yrau

Towkenm waxpudazu Xaakapo eeCmmuHucmep

YHUBEpCcUMemMU MYCMAKU1 madi-gwgomqucu

AHHOmMayusa. Yweéy maodkukom HcuHoull ¢aoausmoaH OAUH2AH OJdpoMadAapHU J1e2aAiaumupuul,

meppopusmMHuU moaudjsaumupuul  ed

oMmasuill  KUpFuH

KYypo/sluHU mapkKamuwHu moausdaawumupuwiea

OKDPOJ/1/TM/OKKTM) kapwu Kypauw coxacudazu doa3ap6 Myammoap Hykmau HazapudaH Y36ekucmon - 2030
cmpameausicu2a 3pUWUWHU HaAdar1aWMUPUWHUHR 2 XU Uy auHu madkuk amadu, 6yHda koppecnoHdeHm 6aHKAap
daoauamudazu masxcyd ysuauuwiiapea s3smubop kapamusaadu. Tadkukomda, wyHuHzoek, PATDza aw3oauk
Mmacaaacu uaaocmpamus pasuwda Mucoa Keamupuaadu, xamoa 2a06aa moaussull 6apkapopaukka maxoud
cugpamuda “kpaydgandune”, “eupmyan akmusaap” ea “GykmexkepAuk KomnaHusaapu” kabu mywyHuaaap Kypub
YuKu1aou.

Kaaum cysaap: scunoull aoausmoaH oauHzaH 0apoMadAapHu Je2aiiqaumupuill 6a meppopusmHu
Mmoausiaapmupuwea (KOOAJ/I/TM) kapwu kypaw, PATD, XDPOL/I1/TM 2a kapwu Kypaw MU3UMUHUHZ
camapadopauau, PATD 6aénomaapu, PATD 2n06a1 mapMoFu, MoAUABUL MOHUMOPUHS, pAKAMAU MOAUS
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COBPEMEHHBIE BbI30BbI B COEPE IPOTUBOJAEHCTBUA OTMBIBAHMIO JEHET,
®NHAHCHUPOBAHUIO TEPPOPU3MA U PUHAHCUPOBAHUIO PACITPOCTPAHEHUA
OPY>KHA MACCOBOI'0 YHUUTOXKEHHA, A TAKXKE UX BJIMAAHUE HA JAJTbHEUIIEE
YCTOWYUBOE U UHK/IIO3UBHOE PA3BUTUE JKOHOMUKH Y3EEKMCTAHA

Xamamoe A3u33coH A6dymadicumosuy
Hesasucumblii uccaedosamesnb BecmmuHcmepckozo
MedcdyHapodHozo YHusepcumema 6 Tawkenme
CyoHoe Anuwep Xoamypod yaau

Hesasucumblii uccaedosamenv BecmmuHcmepckoz2o
MedcdyHapodHozo YHusepcumema 8 TawkeHme

AHHOmMayus. B daHHoM uccsiedoeaHuu npedcmas.ieHbl 2 803MONCHbIX CYEHAPUsl YCKOPEHUST 00CMUNCEeHUs
cmpamezuu «Y36ekucman-2030» ¢ moyku 3peHuss mekywux npob.siem 8 chepe npomugodeticmeusi 0mMmovl8AHUK
deHez, puHaHCUpPOBAHUIO MeppopudMa U GUHAHCUPOBAHUIO PACNPOCMPAHEHUS OPYHCUS MACCOB020 YHUYMONCEHUS
(104/DPT/DPPOMY), c OoANHbIM BHUMAHUEM K mMEKYWUM C605IM 8 KOppecnoHOeHMCKol 6aHKO8CKOU
dessimesnvHocmu. B uccaedosaHuu maksce paccmampugarmest makue membl, Kak YsaeHcmeo 8 PATD e kauecmese
noKazame/nbHO20 Npumepd, d mMakdyice makue NoHsmMus, Kak «kpayd@aHouHz», «8UpMydabHble aKMUBbLLY,
«byKMeKepCcKue KOMNAHUU» 8 Kauecmee CO8PeMeHHbIX y2po3 2106a16H0l UHAHCO80U cmabuIbHOCMU.

Kawuesslie cnoea: npomusodeticmeue ommbvigaHuto deHez u gpuHaHcuposaHur meppopusma (I104/PT),
PATD, agpdpekmusrocmbe cucmemvt [10/]/PT, nybauunsie 3asaeaenuss PAT®, ['nob6anvHas cemb PATP, puHaHcosbIll
MOHUMOpUHe, Yugdposble pUHAHCDI

CURRENT CHALLENGES IN ANTI-MONEY LAUNDERING, COUNTERING THE
FINANCING OF TERRORISM AND COUNTERING THE FINANCING OF PROLIFERATION,
AND THEIR IMPACT ON FURTHER SUSTAINABLE AND INCLUSIVE DEVELOPMENT
OF THE ECONOMY OF UZBEKISTAN
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Abstract. This study presents 2 possible scenarios for accelerating achievement of Uzbekistan - 2030 strategy
from the perspective of current challenges in Anti-Money Laundering, Countering the Financing of Terrorism and
Countering Proliferation Financing (AML/CFT/CPF), with due focus on current disruptions in correspondent banking
network. The study also addresses such topics as FATF membership as an illustrative pattern, as well as such concepts
as ‘crowdfunding’, ‘virtual assets’, ‘bookmaking companies’ as an emerging threat to global financial stability.

Keywords: Anti-Money Laundering and Countering the Financing of Terrorism (AML/CFT), FATE,
effectiveness of AML/CFT system, FATF public statements, FATF Global Network, financial monitoring, digital finance.

Introduction. In today’s dynamic world
Anti-Money Laundering, Countering the Financing
of Terrorism and Countering the Proliferation
Financing (AML/CFT/CPF) measures are playing
particularly important role to regulate global
financial system. Because, as these measures are
being developed and undertaken by respective
authorities, organisations, regions and separate
countries, there are still wrongdoers, fraudsters,
criminal actors and such other people, who try to
legitimate their income derived from criminal

activities and to ultimately use their “laundered”
funds for illegal purposes.

Since its foundation in 1987 by G-7 count-
ries, Financial Action Task-Force (FATF) has been
leading global action to tackle money laundering,
terrorist financing and proliferation financing. In
different phases of its development, FATF has
been giving Recommendations to its member
states, widely known as FATF 40 Recommenda-
tions. FATF also has its FATF-style regional bodies
for specific regions. For instance, Uzbekistan is a
member of Eurasian Group for Combatting Money

Iqtisodiyot va ta'lim / 2024-yil 2-son

199



MOLIYA VA SOLIQLAR

Laundering and Financing of Terrorism (EAG), but
not a member to FATF.

FATF has implemented so far country-spe-
cific assessments, known as mutual evaluations,
which are usually conducted via its regional
bodies. For example, Uzbekistan underwent the
second mutual evaluation by the EAG in 2021-22.
Apart from legislative framework and existing
AML/CFT system in the country, the EAG’s
mission selectively visited and examined several

subjects of financial monitoring, including certain
banks. The evaluation report became publicly
available in November 2022[1]. The mutual eva-
luation reports by FATF regional bodies usually
contain information about which Recommenda-
tions of FATF the concerned country is largely
compliant, compliant, partly compliant, or non-
compliant with. The better is the overall picture,
the higher is the investment attractivity of a
country from foreign investors perspective.

Table 1.1.
Indicators of Uzbekistan for the period 2019-2022
Series Name 2019 2020 2021 2022

Foreign direct investment, net
e (B, et U9, il 2 316,48 1728,25 2 274,81 2 498,44
CPIA transparency, accountability,
and corruption in the public sector 2,5 2,5 3 3
rating (1=low to 6=high)
CO2 emissions (kg per 2017 PPP $
of GDP) 0,47 0,46 - -
GDP (current US$, mIn) 60 283,50 | 60224,70 | 69600,61 | 8039185

Source: World Bank database (https://data.worldbank.org)

Literature used. In the research by Nadim improve transparency and combat illegal

Kyriakos-Saad, Manuel Vasquez, Chady El Khoury
and Arz El Murr, IMF, 2016, Islamic Finance and
Anti-Money Laundering and Combatting the
Financing of Terrorism (AML/CFT), the authors
state that the Financial Action Task Force (FATF)
is an international organization that plays a crucial
role in setting laws and regulations to combat
money laundering (ML) and terrorist financing
(TF) activities [2]. FATF's standards are essential
for countries to follow in order to prevent
wrongdoers from exploiting weak enforcement
systems, which can endanger financial institutions
and investments [2]. The authors approached the
topic from Islamic Financing standpoint and
outlined that the FATF standards are crucial for
both traditional and Islamic financial systems, as
they aim to prevent ML/TF risks in the financial
sector [2]. However, the authors state there is a
lack of knowledge regarding the specific ML/TF
risks in Islamic finance, even though Islamic
financial institutions operate side-by-side with
traditional banks in many countries [2].

A study by OECD named “Domestic Revenue
Mobilization in Fragile States, 2014, reveals that in
the context of combating illicit financial flows,
fragile states often suffer from money laundering,
corruption, and tax evasion, which divert reve-
nues that should benefit the population [3]. To
address these issues, many fragile states are
working with organizations like the FATF to

activities [3]. Donor institutions are also involved
in helping countries reduce illicit financial
activities through specific solutions tailored to
each nation's unique challenges [3].

Colleen Graffy in his research “US Tax Law
Has Unintended Global Consequences”, GIS, 2015
reveals that the evolution of technology has made
it easier for funds to move swiftly across borders,
leading to increased efforts by governments to
combat tax evasion and illicit financial
activities [4]. The United States, for example,
enacted the Foreign Account Tax Compliance Act
(FATCA) to compel foreign financial institutions to
disclose information about US expatriates'
accounts [4]. While FATCA aims to target tax
evaders, it has also created challenges for US
citizens living abroad, affecting their ability to
conduct everyday financial transactions [4].

In summary, the literature on FATF high-
lights its critical role in setting global standards to
combat money laundering and terrorist financing,
emphasizing the importance of international
cooperation and regulatory frameworks to
address illicit financial activities across different
financial systems and jurisdictions.

Methodology of the research. This rese-
arch has been undertaken based on the methodo-
logy of scientific analysis of the available research
works, comparative analysis of the two proposed
scenarios, empirical analysis of Uzbekistan’s
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progress from the establishment of national
AML/CFT/CPF system towards implementing
international standards in this field, analysis and
synthesis, as well as induction and deduction
methods.

Analysis and results. FATF recommenda-
tions and public statements are important docu-
ments since the organisation itself is known to be
the only institution to establish international
standards what it comes to the topics of its
coverage. Uzbekistan has its own financial
monitoring system, which has roots back to the
year 2004, when the country’s main AML/CFT
Law was adopted (official name: The Law of the
Republic of Uzbekistan on Combatting Money
Laundering and Terrorism Financing, dd.
26.08.2004. No.660-II). This Law underwent
various amendments in different years but laid
down the fundamentals of the country’s strategy
and principles with respect to its AML/CFT/CPF
measures. The subjects of the Law are currently
the following organisations that carry out opera-
tions with monetary funds and other assets (art.
12 of the Law):

¢ banks and other credit organisations

e professional participants of securities’
market

o stock exchange members

e insurance companies and insurance inter-
mediaries

e organisations providing leasing services.

e organisations carrying out money trans-
fers, payments and settlements.

e pawnshops

e organisations conducting lotteries and
other risk-based games (gambling).

e persons carrying out operations with
precious metals and precious stones.

e persons providing services and participa-
ting in operations related to buying/selling of real
estate.

e notary agencies (notaries), attorney for-
mations (attorneys) and audit organisations,
when they prepare and carry out deals on behalf
of their customers.

e persons carrying out activities in the areas
of crypto assets turnover.

Based on the provisions of this Law,
respective by-laws, in particular, AML/CFT/CPF
Rules have been developed and adopted for each
subject of the Law, that is in turn a subject of the
country’s financial monitoring. For instance, the
AML/CFT/CPF Rules for commercial banks were
first adopted in 2009 and underwent modifica-
tions throughout the recent history considering

changes in the global financial landscape. We
would assume that the FATF 40 Recommenda-
tions have been serving as the main guideline
what it comes to developing national standards
and principles towards AML/CFT/CPF topic. Of
course, we do not doubt that other regulations,
developments, and best practices have also been
taken into consideration by law making and other
respective authorities.

As we mentioned above, the Republic of
Uzbekistan underwent the second mutual evalua-
tion by Eurasian Group for Combatting Money
Laundering and Financing of Terrorism (EAG) in
2021-22. Apart from legislative framework and
existing AML/CFT system in the country, the
mission of the EAG selectively visited and
examined several subjects of financial monitoring,
including certain banks. The report of the
evaluation became publicly available in November
2022. According to the report, out of 40 FATF
Recommendations, the country became largely
compliant in 23, compliant in 8 and partially
compliant in 9 Recommendations, and was put
under enhanced follow-up of the EAG. On July 17,
2023 the EAG’s follow-up report on Uzbekistan
was published on its website. The EAG states that
“The Republic of Uzbekistan has demonstrated
significant progress in addressing the technical
compliance deficiencies identified in the Mutual
Evaluation Report 2022. The ratings for
Recommendations 6, 7 and 22 were revised and
upgraded from Partial Compliant to Largely
Compliant. The follow-up report was reviewed
and approved at the EAG’s 38th Plenary. The
Republic of Uzbekistan has been transferred to the
EAG’s regular monitoring”. As we can see, a huge
volume of work has been done within preparation
and undergoing of the second assessment, as well
as after the assessment when the country’s rating
was upgraded from enhanced follow-up to regular
monitoring.

One of the emerging threats to stability as
defined by FATF is crowdfunding. On October 31,
2023 (Paris) FATF defined crowdfunding as “the
practice of soliciting contributions from a large
number of people, especially from the online
community and usually in smaller amounts, to
support an idea, project or business venture [5].

In this publication specifically dedicated to
the topic of Crowdfunding for terrorist financing,
FATF outlines the following four main methods
that terrorists and violent extremists use to raise
funds through crowdfunding:

e Abuse of humanitarian, charitable and
non-profit causes which can act as a front to raise
funds for terrorism.
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e Dedicated crowdfunding platforms or
websites which, given the volume and variety of
activity, makes it difficult to detect illicit activity.

¢ Social media platforms and messaging
appsto allow extremists to amplify their
messages and lead users to specific fundraising
causes.

e Interaction of crowdfunding with
virtual assets, including the use of privacy coins
and anonymity enhancing services such as
tumblers and mixers [5].

In practice, as per FATF, terrorists often use
a combination of techniques and methods. For
example, they may establish a fundraising
campaign on a dedicated crowdfunding platform,
share the campaign on social media, and request
payment in virtual assets.

Most crowdfunding is legitimate. However,
it is also being misused to raise funds to finance
terrorism. Specifically, donation-based crowdfun-
ding, wherein contributors donate funds without
expecting any return or reward, has emerged as a
method susceptible to misuse. The most common
indicators of such terrorist financing are:

o Crowdfunding campaign lacks information
about the purpose, goals and ultimate beneficia-
ries of the campaign, or is fundraising for a vague
cause e.g., children in conflict zones.

¢ Project description includes links to web-
sites or social media pages with hateful rhetoric or
symbolism, or praise a terrorist or violent extre-
mist organisation.

e Campaign encourages donors to provide
funds across different platforms or provides
instructions on how to fragment the payments.

e Campaign is run by individuals or groups
who are not affiliated with the charity or organi-
sation that the funds are purported to benefit.

e Crowdfunding platform used hosts or
enables other projects related to terrorism or
violent extremism, or does not explicitly prohibit
this type of content in their terms of service.

e Crowdfunding campaign is taking place in
geographic zones where terrorist organisations
are known to operate or with links to conflict
zones [5].

The abovementioned statements made by
FATF are as much important and useful as its 40
Recommendations and correspond to today’s
realism. No matter a country is a member of FATF
or not, the statements made on October 31, 2023,
are as on topic as other its statements.

Let us consider again the case of Uzbekistan.
We can observe via different social media plat-
forms when a next ‘blogger’ or any other person
who has gained trust of some audience is initiating

a crowdfunding campaign. If we pay an attention
to its content, the same person shares some bank
card details where people can donate money for
charitable purposes. We can also observe that
some people like these campaigns, express their
emotions and even may transfer funds to the
specified cards. But do we ever think what might
be the goal of this campaign: is it legitimate or not?
And after some time, we can discover for ourselves
that some criminal pursuit has been initiated
about the same blogger, again from the same
social media. Without pointing to specific cases,
we observe many of such persons who are
crowdfunding, regardless of an amount, for some
purposes which are unknown to us. We also don'’t
know in which other campaigns such people can
be participating and which other methods of
crowdfunding they can be exploiting. We do not
doubt that some of such campaigns might pursue
legitimate purposes, but again, as we noted in the
beginning there are still and unfortunately
wrongdoers, fraudsters, criminal actors and such
other people who always try to legitimate their
sources of income, which are derived from
criminal activities.

But there is also another question: how a
person in our society can be protected from being
involved in illegitimate crowdfunding campaigns?
We think that the first point we should note is
whether the source of this information is checked,
validated and is trustful. Before expressing our
opinion on such campaigns (like, dislike, smiles &
emotions, comments, etc.) we should take a
moment to think and decide for ourselves: do we
need to be part of this campaign or not? We think
that in a healthy society with all its members doing
their daily jobs and work properly, such position
might be useful for us, our family, children and the
whole society.

Besides crowfunding, FATF also classifies
virtual assets and bookmaking agencies as having
higher risk to global financial integrity. The latter
two will be our focus for future research works.

Another important topic we would like to
mention in the present study is current disrup-
tions in correspondent banking network, as this
topic is also studied widely as a key concern when
it comes to global financial stability. In the Report
by Andreas Adriano: "When Money Can No Longer
Travel”, IMF. 2017, it is clearly stated that
“correspondent banking is currently facing several
disruptions that are impacting the global financial
system” [6]. One major disruption is the practice of
"derisking," where international banks are ceasing
to process certain transactions, such as money
transfers, in order to comply with regulations and
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avoid penalties. This led to a decrease in the
number of correspondent relationships, particu-
larly in higher-risk markets, which has had nega-
tive consequences for countries that rely on global
payments. For example, import-dependent na-
tions like Angola may struggle to make payments
to foreign suppliers, while Caribbean islands may
see a decline in tourism if local banks are unable
to handle credit card payments [6].

Another disruption in correspondent
banking is the emergence of nonbank providers of
banking services, also known as challenger banks
[7]. These providers are introducing new techno-
logies and business models that are changing the
traditional banking landscape. While mobile
banking applications have provided convenience,
they have not yet fundamentally transformed
banking services. However, these nonbank
providers have the potential to bring about
significant changes in the future.

Furthermore, the global financial arena has
undergone changes since the 2008 financial crisis,
with banks adopting a more risk-aware posture.
For instance, banks have scaled back their
international expansion efforts and reduced their
foreign business, leading to a decrease in foreign
interconnections [8]. Regulators have also imple-
mented international capital and liquidity
requirements, which have further contributed to
the scale-backs: While these changes have made
financial institutions more stable, there are still
risks of crisis and contagion in the interconnected
financial markets.

Overall, correspondent banking is currently
experiencing disruptions due to derisking, the
emergence of nonbank providers, and changes in
the global financial landscape. These disruptions
have implications for countries, businesses, and
the overall stability of the financial system.

Final outcome from the research works by
the authors stated above is that “If we have learned
anything from the past, it is that stability is hard-
won and all too easily lost” [8]. The statement
suggests that as we observe emerging trends in
worldwide financial interconnectedness following
the significant shifts of the last decade, a
transformative disruption is on the horizon with
the rise of digital finance. The growing adoption of
innovative financial tools like digital systems,
blockchain, and artificial intelligence is expected
to expand involvement in international finance
and speed up the movement of capital. As the
authors mention, “There will be huge
opportunities, but also intense competition. None of
us yet knows what new risks may arise as a result of
even quicker flows of capital around the globe, but

vigilance and a keen eye for the next threat to
stability will be vital” [8].

As mentioned above, derisking, emergence
of non-bank providers and changes in the global
financial landscape cannot be underestimated in
the current interconnected world. Derisking,
taken from another view, is the practice of termi-
nations of business relations by correspondent
banks with those customers that exceed the risk
appetite framework set by those correspondent
banks. We can observe the results of derisking in
that certain correspondent banks have terminated
business relations with separate customers (incl.
banks, non-bank providers of financial services,
corporate and individual customers) and even
exited from certain markets. For instance,
Uzbekistan as a country quite connected with the
external world, should also be considering such
changes from the standpoint of its development
strategy until 2030, and even for a longer period.
Undoubtedly, the country’s export and import
operations are facilitated with the help of foreign
correspondent banks. And we know that the
foreign correspondent banks have especially
tightened their policies since 2014, the year when
financial sanctions topic emerged because of
Russia’s military aggression against its neighbo-
ring countries. Since that period the financial
sanctions topic has been at the center of regulating
financial flows and influencing on the targeted
countries and persons globally. Since February
2022, with the start of the war in Ukraine, financial
sanctions have especially gained particular
importance among global financial market
players. The world’s financial sanctions issuing
authorities such as EU, US OFAC, UK HMT and
others have been issuing series of sanctions
packages against Russia and Belarus.

The banks operating under the jurisdictions
of their respective authorities have also been
aligning and tightening their internal policies to be
compliant with those sanctions packages in the
fear of financial and non-financial losses, including
fines, reputational damage, and even criminal
pursuits. These internal policies are also aligned
towards banks’ foreign partners, for instance,
globally known correspondent banks have set
requirements for their respondents, which can be
also banks and non-bank providers of financial
services, corporate customers, or individuals. And
the local banks and other financial market players
operating in any country are to adhere to such
policies of their correspondent banks located
abroad, otherwise measures will be taken by those
correspondent banks up to termination of busi-
ness relations. Any bank in today’s interconnected
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financial world may take its own decisions what it
comes to the adherence to the requirements set by
correspondent banks. For a separately given
country, it's an imminent necessity nowadays to
be vigilant to various financial sanctions regimes
throughout the world and to take respective
actions in order to regulate the country’s financial
flows landscape.

Pessimistic scenario. The first, pessimistic
scenario we would like to elaborate by this study

e
. S 2

is Uzbekistan’s permanence in the Eurasian group
on combating money laundering and financing of
terrorism (EAG), thus pursuing its mid-term and
long-term development goals. The EAG is a FATF-
style regional body that brings together nine
countries in the region - China, India, Uzbekistan,
Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenis-
tan, Russia and Belarus (Figure 1). Observer status
has been granted to 15 countries and 24 inter-
national organizations [9].

F

~ | "‘ '..

Russia

Figure 1. Member-states of the Eurasian Group on Combating Money Laundering
and Financing of Terrorism

Based on today’s interconnected financial
world the country may opt for standing in the EAG,
the main members of which are the five countries
of Central Asia, as well as the world’s giant
economies like China, India, Russia, and Belarus.
The main tasks of the EAG are defined as follows:

e assisting member-states in implementing
the 40 FATF Recommendations;

e developing and conducting joint activities
aimed at combating money laundering and
terrorist financing;

¢ implementing a program of mutual evalua-
tions of member-states based on the FATF 40
Recommendations, including assessment of the
effectiveness of legislative and other measures
adopted in the sphere of AML/CFT efforts;

e coordinating international cooperation
and technical assistance programs with speciali-
zed international organizations, bodies, and inte-
rested states;

¢ analyzing money laundering and terrorist
financing trends (typologies) and exchanging best

practices of combating such crimes taking into
account regional specifics. [9]

The essence of the first scenario for our
country would be to keep current trends with the
present membership in the EAG and to continue
the country’s independent observer status with
respect to FATF membership. Under this scenario,
traditional export and import regulations as well
as the commodities routes within these nine EAG
member countries (and possible future members)
would be maintained and further explored to gain
the country’s economic stability goals. Moreover,
the country would further strengthen its key role
in the Central Asian region what it comes to
regional economic integration. Inter alia,
Uzbekistan would further intensify its regional
dialogue with respect to developments in its
neighboring countries, including but not limited to
industrial cooperation, natural resources usage
efficiency, ecologic goals, and ambitions, as well as
overall stability in the region in all its aspects.

Optimistic scenario. The second, optimistic
scenario, under which Uzbekistan would consider
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gaining FATF membership instead of its status as
an observer country. This scenario, which does
not necessarily mean the country’s exit from the
EAG, would, first, exempt the country from the
EAG dependency, and go beyond its regulations, as
well as to explore new horizons at a more global
level. For instance, the Russian Federation keeps
memberships within the scope of FATF and the
EAG at the same time. Current FATF member
countries are 38 countries from different regions
of the world, including the US, UK, Saudi Arabia,
China, Hong Kong, Australia, Brazil, Germany,
Austria, and so on [10]. As we can see from the
above example, a country can be a FATF member
and at same time be a member of its regional body.
The Financial Action Task-Force (FATF) plays a
crucial role in combating money laundering and
terrorist financing activities globally. FATF sets
international standards and regulations for anti-
money laundering and counter-terrorism finan-
cing measures. Membership in FATF is essential
for countries as it signifies their commitment to
implementing these standards and cooperating
with other member nations to combat financial
crimes effectively. FATF membership also helps
countries enhance their legal frameworks,
strengthen their financial systems, and improve
their ability to preventillicit financial activities. By
being part of FATF, countries can benefit from the
expertise and guidance provided by the orga-
nization to develop robust anti-money laundering
and counter-terrorism financing strategies. Addi-
tionally, FATF membership can enhance a
country's credibility in the international financial
community, promoting trust and cooperation with
other nations in the fight against financial crimes.
Overall, being a member of FATF is vital for
countries to demonstrate their dedication to
combating money laundering and terrorist finan-
cing, as well as to align themselves with global
efforts to maintain the integrity of the financial

system. Of course, the way towards FATF mem-
bership is not an easy and quick process: certain
procedures and steps need to be followed.
However, we think that it is inevitable under
current developments as we have mentioned in
this research.

Conclusion.This analysis underscores the
imperative for Uzbekistan to expedite its efforts in
securing full membership with the Financial
Action Task-Force. Despite the enduring debates
surrounding this objective, it is crucial that
Uzbekistan advances more swiftly towards this
goal. Furthermore, the unpredictable nature of
global capital flows introduces unforeseen risks.
As such, it is essential to maintain vigilance and
proactively identify emerging threats to financial
stability.

The optimistic scenario pursued by this
research draws up recommendations for the
financial market regulators in Uzbekistan to
accelerate its efforts towards gaining full
membership in FATF, which is crucial under
current developments in the global financial
landscape. Moreover, as outlined in this research,
FATF membership will open new horizons at a
more global level, enabling the country to benefit
from the organisation’s expertise in tackling
financial crime, money-laundering and terrorism
financing, and to increase the country’s standing
among international financial community. Being a
member of FATF will also improve the country’s
reputation among leading correspondent banks,
which potentially could increase the interest of
global correspondent banking network in the
banking and financial system of the country.

This proactive approach is not only pivotal
for navigating the complexities of Anti-Money
Laundering, Counter-Financing of Terrorism, and
Counter-Proliferation Financing but also for
fostering sustainable and inclusive economic
growth in Uzbekistan.
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