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IntroductionIntroduction

Money laundering (ML) is the process of making money
generated by criminal activity into financing that appears to
come from a legitimate source. Money can be laundered in many
ways: through real estate, gambling, and stock investment, to
name a few.

The Art Market is not immune to the risks of money laundering
and terrorist financing. To counter them, guidelines and legal
frameworks have been established.

WHAT IS MONEY LAUNDERING?
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What measures 
can art professionals take? 

How in practice is money
laundered through art?

What are the legal frameworks 
in place for the Art Market?
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The AML Law of November 2004 established the legal framework of AML in the national

art sector. 

At points 14a and 15, stating that: 

EUROPEANEUROPEAN
LEVELLEVEL

ART AML Legal FrameworkART AML Legal Framework

LUXEMBOURGLUXEMBOURG
LEVELLEVEL

(Article 1(c)).

"14a: the operators of a free zone authorized to carry out their activity by virtue of an
authorization of the "Administration des douanes et accises" (Customs and Excise)
within the type 1 free zone under community control located in the municipality of
Niederanven section B Senningen called Parishaff L-2315 Senningerberg (Hoehenhof)."
(Act of July 24, 2015) "15: other persons trading in goods, only to the extent that payments
are made or received in cash in an amount of EUR 10,000 or more, whether the
transactions or series of transactions are executed in a single transaction or in several
transactions that appear to be connected:" (Act of July 17, 2008).

Briefly, operators authorized to carry out their activities in a free zone and other

individuals trading in goods (€10,000 or more) are obliged to comply with the AML/CFT

rules established by the AML Act of 2004 (Loi du 12 novembre 2004 relative à la lutte

contre le blanchiment et contre le financement du terrorisme). These regulations include

performing customer due diligence, proper internal organization, and cooperation with

the authorities. 

3



Art is very versatile for
criminals. It can be high in

value and retain its value; it can
be purchased with legal tender

and easily transferred from
person to person. Even if the

artwork loses its value, it could
be sold at a loss for "clean

money" and more attractive for
resale on the open market.

Unfortunately, there are many
illegal actions perpetrated

through this industry. 

How isHow is
MoneyMoney
LaunderedLaundered
ThroughThrough
Art?Art?

The art world is no exception to
money laundering. It is

attractive to this criminal
activity because of the
possibility of hiding the
beneficial owners of the

artwork, its ultimate
destination, the wide range of
values involved, and the size

and international nature of the
market. 
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Let's Look at a
Few Examples
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The "Game" ofThe "Game" ofThe "Game" of
Shell CompaniesShell CompaniesShell Companies
The "Game" ofThe "Game" ofThe "Game" of
Shell CompaniesShell CompaniesShell Companies

So, they create a shell company that buys the artwork from the
dealer for them. The dealer deposits the proceeds with a bank, at
which point the money is laundered. After this first transaction, a
second shell company comes into play and buys the painting from
the first one.The painting can pass from one shell company to
another until it can be resold to the dealer directly or during an
auction, using the owning shell company as the official seller.
Anyone trying to figure out who is the beneficial owner of the shell
company has an endless task, as  these entities  are often
registered with offshore locations with poor disclosure rules. 

Having an art collection is evidence of great
pride for Very High Net Worth Individuals
(VHNWI).

Therefore, they prefer to operate openly for any kind of business that
concerns this sector. Even when it comes to laundering money.  

Buying and SellingBuying and SellingBuying and Selling   
Pieces of Art to Cover IllicitPieces of Art to Cover IllicitPieces of Art to Cover Illicit
ProfitsProfitsProfits

A typical case involves purchasing artwork to
cover illicit profits, which turn into clean
money once the artwork is resold.

For example, financier Jho Low is currently wanted on charges of
being the mastermind of one of the world's biggest financial scandals:

According to prosecutors, Jho Low allegedly helped divert billions of
dollars from the Malaysian government fund using a network of bank
accounts and shell companies. He would later launder part of the
money through excessive spending on artwork. What's more, in 2014, a
Cayman Islands company he owned received a $107 million loan from
Sotheby's - the world's largest forum for art and luxury - using some of
the artwork as collateral. Despite all the accusations, Mr. Low has
denied any wrongdoing and remains at large. 

Buying and SellingBuying and SellingBuying and Selling   
Pieces of Art to Cover IllicitPieces of Art to Cover IllicitPieces of Art to Cover Illicit
ProfitsProfitsProfits

the 1Malaysia Development Berhad (1MBD). 

Archaeological FindsArchaeological FindsArchaeological Finds   
as a Means of Money Launderingas a Means of Money Launderingas a Means of Money Laundering

Small-scale scams are not immune to money
laundering, and art seems like a good ally in
this regard.

For example, Indian officials claim that antiquities looted from temples
and tombs are used as a means of currency exchange.

The items are shipped to art dealers in Hong Kong or Bangkok and
are often described as replicas worth a few rupees. Collectors and
dealers spend thousands of dollars on the artifacts, which come
with phony documents attesting to their legitimate acquisition. Art
dealers keep a portion of the proceeds and split the rest among
Indian crime syndicates through unregulated finance companies.

Archaeological FindsArchaeological FindsArchaeological Finds   
as a Means of Money Launderingas a Means of Money Launderingas a Means of Money Laundering

Over 90 Artworks SmuggledOver 90 Artworks SmuggledOver 90 Artworks Smuggled
by Banco Santos Founderby Banco Santos Founderby Banco Santos Founder
Over 90 Artworks SmuggledOver 90 Artworks SmuggledOver 90 Artworks Smuggled
by Banco Santos Founderby Banco Santos Founderby Banco Santos Founder

In 2005, he was charged with embezzling millions from his bank and
attempting to launder the money by buying artworks, including Jean-
Michel Basquiat's

According to federal authorities in New York, Edemar Cid Ferreira tried
to smuggle the Basquiat and about 90 additional high-value artworks
into the US using false shipping invoices. The latter stated the value of
each work at $100 million.

Brazilian financier Edemar Cid Ferreira,
founder and former president of Banco Santos,
is currently serving a 21-year prison sentence. 

Hannibal. 

6Laundering Drug ProceedsLaundering Drug ProceedsLaundering Drug Proceeds
Through Picasso, Renoir, and Dalí:Through Picasso, Renoir, and Dalí:Through Picasso, Renoir, and Dalí:
How do You Assess the Value of aHow do You Assess the Value of aHow do You Assess the Value of a
Work?Work?Work?

Laundering Drug ProceedsLaundering Drug ProceedsLaundering Drug Proceeds
Through Picasso, Renoir, and Dalí:Through Picasso, Renoir, and Dalí:Through Picasso, Renoir, and Dalí:
How do You Assess the Value of aHow do You Assess the Value of aHow do You Assess the Value of a
Work?Work?Work? In 2014, federal agents raided the

Pennsylvania home of Ronald Belciano, a
drug dealer.

They seized more than $4 million in cash and confiscated about 125
pounds of marijuana.

Police also found 14 paintings in the house and another 33 in his
storage unit, including a Picasso, a Renoir, and a Dalí. It turned out
that Mr. Belciano used art to launder some of his drug money.
According to prosecutors, the drug dealers would accept the
artwork instead of cash. They could resell them once the art dealers
buried the transactions in their books. 

That's not all. Belciano's system of money laundering through art
also included an additional strategy. Thus, the renowned Brewster &
co gallery, located in Philadelphia, came into play. Belciano bought
works from this gallery using phony documents. Subsequently, he
resold the art pieces to second galleries claiming not to know the
actual value.
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The ArtThe Art
Trade As aTrade As a
TerroristTerrorist
FinancingFinancing
ResourceResource
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On September 24, 2009, thieves stole Magritte's painting Olympia from a small museum
in Belgium. The value of the artwork was $2 million. All evidence examined by the federal
police fell on Khalid el-Bakraoui, a local gangster of 20 from a conservative Islamic family. 

Following the theft, Olympia's insurer has been contacted for a ransom of 50,000 euros for
the return of the painting, and the police set a trap. The insurance underwriter agreed to
pay 50,000 euros and requested an expert to facilitate the transaction and ensure that the
painting was indeed the Olympia. This was actually an undercover police officer. However,
the thieves backed out twice at the last minute, the painting was never recovered, and
the case remained open. Two years after, the thieves gave it back to the insurance after a
negotiation carried out by a retired police officer who pretended to be an art advisor. 

Magritte, the el-Bakraoui brothers and terrorismMagritte, the el-Bakraoui brothers and terrorismMagritte, the el-Bakraoui brothers and terrorism

20092009
Olympia

Olympia

Olympia

4
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Over the next few years, el-Bakraoui was involved in several criminal actions, such as bank
robbery and car theft. He was arrested in 2011 - while the Olympia was recovered - and
released on probation in 2013. Two months later that year, the Van Buuren Museum, in
Belgium, was robbed of many important artworks. Despite little evidence, the police were
firmly convinced of the link between the robbery and the 2009 Magritte theft. 

Olympia

20132013



In March 2015, they received the key information. Indeed, Khalid el-Bakraoui got in touch
with the Van Buuren Museum's insurance company. As in the Olympia case, the
underwriter of the insurance company accepted the ransom on the condition of having
an expert - a police officer - assess the veracity of the works. However, at the same time,
an article by an anonymous source appeared in the national press, claiming that the
police were in contact with the robbery suspects. After that, el-Bakraoui backtracked.

In June 2015, Ibrahim, Khalid's older brother, was arrested in Turkey to attempt to enter
Syria to fight for the Islamic State. However, Turkish authorities extradited him to the
Netherlands and not to Belgium, where he would have been imprisoned for violating his
parole (he had, in fact, participated in an attempted robbery in 2010, shooting a policeman
with a Kalashnikov). From the Netherlands, Ibrahim managed to return to Belgium. In
September 2015, he rented an apartment close to Bruxelles used by Islamic State militants
to plan the Paris terrorist attacks in November of that year.

Olympia
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On March 22, 2016, Ibrahim and Khalid were among those involved in the terrorist attacks
in Brussels. The former blew himself up in the departure lounge of Zaventem Airport; the
latter inside a train at Maelbeek station. The explosions killed 32 people.

Although a clear portrait of the brothers and their deep Islamic radicalization emerged
after the Brussels attacks, there is no concrete evidence of their connection to the
Magritte theft. For this reason, official authorities cannot say with certainty that the
money made from the Olympia painting was used to fund the terrorist attack. However,
art crime investigation efforts continue unabated. The focus is now specifically on
collectibles, such as coins and stamps, which have recently become targets for suspects
with known ties to the Islamic State.

Olympia
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How DoesHow DoesHow Does

ISIS FundISIS FundISIS Fund

ItselfItselfItself

Through Art?Through Art?Through Art?

Palmyra in Syria, a UNESCO World
Heritage Site, was a tourist center
before the war. Now it is a looting

location for ISIS. The Islamic State's
Antiquities Division grants excavation
permits to locals to loot archaeological

sites, such as Palmyra. Under ISIS
supervision, locals dig for coins or
religious paraphernalia. Looting

generates up to $88 million a year in
revenue for ISIS. The money is used to

fund terrorist attacks and assets
resulting from the excavations as

currency for weapons or trafficking.

A network of experts is in charge of
verifying and establishing the value of
the items. Subsequently, a 20% tax is
imposed on artifacts traded outside

the region. The sale involves Lebanon
and Turkey. Then, the items are

exported to Europe and the USA
through a network of antiquities

dealers. Through a variety of actions,
they succeed in making the origin of
these objects appear legitimate. This
is actual laundering, perpetuated in

different ways, notably through
freeports.

To make traceability of origins
impossible, products are moved from
one warehouse to another for many

years. Later, to authorize their sale, new
phony documents are created. Looted

goods can be stored indefinitely in
freeports. This process is lengthy, but

money appears when the good is finally
sold as legitimate. Experts argue that
the art and antiquities business will

continue to support ISIS. The reason is
the high international demand and
lower relative risk than selling other

illegal goods such as drugs. Therefore,
disrupting the antiquities trade is vital

to stopping ISIS.
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Countermeasures forCountermeasures for
Art ProfessionalsArt Professionals  

Art market participants must know and comply
with their AML obligations. All specific risks and
the policies, controls, and procedures to tackle
them must be regularly consulted and updated.
Any failure to do so can be exploited by criminals
to move more of their illicit money into the market. 
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1 42 3 5 6
Countries where sales are
conducted, notably high-
risk jurisdictions, for which
the purpose and nature of
any transaction with a
business from a high-risk
jurisdiction should be
carefully considered.

The most common risks

Unusual sales or purchase
activity, meaning a potential
sale or purchase of art which
doesn't seem regular business
practice, hasn't a valid
commercial reason or makes no
economic sense. Likewise,
anonymity with the buying and
selling of artwork.

Types of transactions,
notably off-record sales,
since this shows that
there is no adequate audit
trail of the payment. 

Compared to face-to-face
sales, online sales reduce
the exposure to the
customer, decrease
effective identification, and
increase vulnerability to
money laundering and
terrorist financing.

If  customers request to
deliver the artwork in an
unusual manner or to an
address that is not their
own.

If a new customer with
little or no trading history
and no trade reference is
interested in doing
business with you.
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Adopt a 
risk-based
approach

Perform client
due diligence
and monitor
the business
relationship

Implement
appropriate
governance

and operating
model

Cooperate
with

authorities

AML Guidelines
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AML guidelines
are not always
adequate for

the art market,
which is unique
to the industry

For a long time, the art market relied
exclusively on secrecy. In fact, it was
common for buyers not to know who
the sellers were and vice versa. The
same applies to auction houses, which
did not always know their sellers or
buyers. And, again, art collectors and
vendors worked with intermediaries to
remain anonymous.
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Experts trace the reasons for this secrecy to the
15th/16th century when the Guilds of St. Luke -
professional trade organizations - began to
regulate the production and sale of art in Europe.

Until then, artworks were commissioned rather

than bought  by aristocratic or clergy patrons.

However, in parallel with the growth of the

merchant class, the art market also flourished,

operating from workshops and public stalls in

cities such as Antwerp. To prevent rivals, it

made sense to keep the identity of customers

secret so that they could not be robbed.

Likewise, saving the cost of one customer's

purchase hidden was also a strategy to get

another to pay differently. 
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However, more and more cases of
money laundering through art are
being exposed. Therefore,
enforcement of AML practices
becomes extremely important. 

In the art world,
anonymity is
associated with
discretion,
tradition, and
class It is a competence center operating

worldwide to strengthen governance
and combat corruption and other
financial crimes. It proposes anti-
money laundering standards for
application to the art world. There
are specific guidelines that
professionals and free port operators
can follow as prevention. 

The Basel
Institute Of
Governance
comes in help
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Guidelines to follow as
prevention

Apply a risk-based
approach

Practitioners in the art market should
assess which risk factors apply to their
activity 

Know your customer
(KYC)

Person identification of those
involved in art transactions

Identification of the ultimate
beneficial owner 

Increased due diligence

Involvement of intermediaries

Assessment of the risk associated
with a person holding a power of
attorney

Non-person transactions

Pay attention to the
artwork

Identification of provenance,
history, and authenticity

Caution with incomplete
provenance:

Source of funds

Suspicious transactions

Reporting

Record sales and purchases
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OUROUR
SOLUTIONSOLUTION

Your ally in verifying your customers' identityYour ally in verifying your customers' identity

Real time scanning

Person verification Company verification

Detailed AML scan results
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ConclusionConclusion

The legal framework to counter ML/TF is relatively new, and its
full effect cannot yet be determined. Nevertheless, it is
incumbent upon all professionals to make every effort to stop
these criminal practices. Collaboration and implementation of
the right strategies and dedicated digital platforms will
undoubtedly help achieve the goal faster. 

THE ART WORLD IS A COMPLEX
INDUSTRY THAT CAN FALL
VICTIM TO MONEY LAUNDERING
AND TERRORIST FINANCING
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CSSF-Luxembourg

Legilux

Legilux-Code Penal Art

Lex Europa-Legal content

The Art Newspaper

Forbes

The New York Times - "As Money Launderers Buy Dalís, U.S. Looks at
Lifting the Veil on Art Sales"

The New York Times - "Has the Art Market Become an Unwitting
Partner in Crime?"

Art and Object

IMF

The New Yorker

Reuters

Vanity Fair

WSJ

GOV.UK

https://www.cssf.lu/wp-content/uploads/L_121104_AML.pdf
https://legilux.public.lu/eli/etat/leg/code/penal/art_506-1/20210430
https://legilux.public.lu/eli/etat/leg/code/penal/art_135-5/20210430
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0843&from=EN
https://www.theartnewspaper.com/news/broker-pleads-guilty-to-fraud-involving-art
https://www.forbes.com/sites/melikkaylan/2021/07/08/foreign-oligarchs-and-the-art-of-laundering-how-dark-money-threatens-us-all/?sh=5bc401c16f07
https://www.nytimes.com/2021/06/19/arts/design/money-laundering-art-market.html
https://www.nytimes.com/2017/02/19/arts/design/has-the-art-market-become-an-unwitting-partner-in-crime.html
https://www.imf.org/external/pubs/ft/fandd/2019/09/the-art-of-money-laundering-and-washing-illicit-cash-mashberg.htm
https://www.imf.org/external/pubs/ft/fandd/2019/09/the-art-of-money-laundering-and-washing-illicit-cash-mashberg.htm
https://www.newyorker.com/magazine/2016/02/08/the-bouvier-affair
https://www.reuters.com/world/europe/portuguese-millionaire-art-collector-detained-tax-fraud-probe-2021-06-29/
https://www.vanityfair.com/style/2021/05/did-paying-a-ransom-for-a-stolen-magritte-painting-inadvertently-fund-terrorism
https://www.wsj.com/articles/the-men-who-trade-isis-loot-1502017200

