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The impact of a potential 
greylisting on financial 
service providers
A view from Momentum Wealth International

Wealth
International

The South African financial community is acutely aware of the greylisting threat that may materialise in February 2023 if the 
Financial Action Task Force (FATF) does not consider that our country has done enough to address the various deficiencies in 
our anti-money laundering (AML) and countering terrorist financing (CTF) frameworks.

Commentators are unanimous – there are no positive outcomes should South Africa be put on the FATF grey list. The 
economic consequences have been well documented, but the greylisting will also directly impact financial service providers 
such as Momentum Wealth International (MWI), all our financial advisers and their clients looking to invest offshore.

MWI is a true offshore platform domiciled and regulated in Guernsey by the Guernsey Financial Services Commission 
(GFSC).

The GFSC publishes a list of countries that it deems to have equivalent AML/CTF frameworks. South Africa is on this list 
and this enables Guernsey-based financial service providers to follow an easier approach when dealing with South African 
financial advisers and clients. The Isle of Man regulatory publishes a similar list.

Interestingly, the Jersey regulator recently stopped publishing a list of jurisdictions it considered equivalent jurisdiction and 
has instead aligned itself with the UK and the Cayman Islands by simply providing guidance to companies on how they 
should complete their own assessments of equivalence. 

We see three possible scenarios playing out over the next six months:

The FATF does not greylist South Africa; the GFSC still considers South Africa equivalent.

The FATF does not greylist South Africa; the GFSC changes its view on South Africa being 
equivalent and removes South Africa from the list of equivalent countries.

The worst outcome: The FATF greylists South Africa; the GFSC deems South Africa to 
present a higher risk.

Scenario 1 The best outcome: 

The bad outcome: 

The worst outcome: 

Scenario 2

Scenario 3
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While we all hope for Scenario 1, it is of course prudent to plan for the less favourable scenarios to make sure that we are 
able to deal with the increased compliance burden that these scenarios will demand.

The following table shows the different implications of Scenarios 2 and 3, as defined in MWI’s current approach, which 
ensures compliance with the Guernsey AML Handbook.

In addition to the Client Due Diligence changes described above, MWI will have to review its risk rating of all existing clients. 
The GFSC usually allows firms three to six months to complete this. Once the risk-rating review is complete, MWI will need 
to fill any gaps that may exist in the client records, given the change in risk rating.

Over the last few years, MWI has been focusing on streamlining its business processes and ease of doing business. From the 
above, Scenarios 2 and 3 will put a significant burden not only on FSPs such as MWI but also on the South African financial 
adviser and client community. Financial advisers and clients will have to provide additional proof and complete additional 
forms. South African financial service providers will need to consider carefully how they will deal with the additional 
compliance burden.

This may present a temporary setback to our ‘ease of doing business’ efforts. However, now that we have a better idea of the 
impact of Scenario 2 and 3, we are doing a thorough review of our operating model to see what changes we can introduce to 
make doing business with us as easy as possible under the circumstances. As changes are introduced, we will communicate 
these to you.

As Plato said: “Necessity is the mother of invention.” The spectre of greylisting gives us the opportunity to think clearly and 
creatively about how we ensure that we can continue to be an investment platform where South African financial advisers 
and their clients can invest with ease and with confidence.

Scenario Scenario 2:
South Africa is not greylisted but is no 
longer viewed by the GFSC as equivalent.

Scenario 3:
South Africa is greylisted.

Additional Client 
Due Diligence 
required for new 
clients

For all new contracts meeting these 
criteria, clients will need to provide proof 
of source of funds.

For all new contracts meeting these criteria, 
in addition to providing proof of source of 
funds, clients will be required to complete 
and submit a Client Profiling form.

Additional Client 
Due Diligence for 
existing clients

Should a client place an additional 
investment into an existing contract, proof 
of source of funds will also need to be 
provided.

Should there be a trigger event (such as 
an additional investment, withdrawal, 
change of address or bank account details, 
etcetera) a Client Profiling form will 
also need to be provided.  For additional 
investments, proof of source of funds will 
also need to be provided.

Accounts in the 
name of FSP on 
behalf of their 
clients

For both scenarios, these will no longer be able to be handled as institutional-type clients.  
There will need to be a look through to the underlying clients.

With us, investing is personal

While all care has been taken in the preparation of the information contained in this document, Momentum Wealth International Limited does not make any representations or 
give any warranties as to the correctness, accuracy or completeness of the information, nor does Momentum Wealth International Limited assume liability or responsibility for any 
losses arising from errors or omissions in the information. 

Any information in this document is not intended nor does it constitute financial, tax, legal, investment, or other advice. Nothing contained in this document constitutes a 
solicitation, recommendation, endorsement or offer by Momentum Wealth International Limited. 

This document may not be circulated or copied where it may constitute an infringement of any local laws or regulations. 

This document is for the sole use of the intended recipient and may not be reproduced or circulated without the prior written approval of Momentum Wealth International Limited.


