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Over the past few years, the market for legal medical 
and recreational cannabis has flourished. Today, 
some form of medical or recreational marijuana is 
legal in 33 states, and the U.S. legal market is 
projected to be worth nearly $30 billion by 2025.1

There’s also a tremendous upside for financial 
institutions serving this industry. The Congressional 
Budget Office estimated that if the SAFE Banking 
Act, a bill that would protect financial institutions 
serving the cannabis industry from being penalized 
by regulators, took effect, banks would see a $1.2 
billion increase in deposits starting in 2022, and 
credit union deposits would grow by $200 million. 
By 2029, the amounts would rise to $2.1 billion and 
$350 million, respectively.

Despite strong market growth and opportunity, 
marijuana remains an illegal substance under 
federal law, causing most financial institutions to 
stay on the sidelines of this burgeoning market.

Recognizing the need for a more efficient, 
cost-effective, and reliable path forward, Shield 
Compliance is transforming the way financial 
institutions manage risk, comply with regulations, 
and satisfy operational demands associated with 
serving the legal cannabis industry. Shield’s 
technology sits behind the financial institution, 
powering its compliance and risk management 
operations in the background. This approach 

enables financial institutions to take advantage of 
the opportunity to grow their portfolios and gain an 
early-mover advantage on new relationships and the 
low-cost deposits that come from these customers 
while protecting themselves from the risk associated 
with banking in this industry.

Whether your financial institution is already serving 
this industry or is thinking about offering banking 
services to marijuana-related businesses (MRBs), 
here are answers to some of the most common 
questions we get about cannabis banking.

1. Is cannabis banking legal?

The Controlled Substances Act makes it illegal under 
federal law to manufacture, distribute, or dispense 
marijuana. However, 33 states now have legal 
cannabis programs, creating a need for banking 
services in those states. The Financial Crimes 
Enforcement Network (FinCEN) has issued guidance 
that clarifies how financial institutions can provide 
services to MRBs in legal cannabis states consistent 
with their Bank Secrecy Act obligations.

2. What is the biggest risk to financial
institutions serving the legal cannabis
industry?

The risk of federal prosecution is something every 
financial institution should evaluate with its board. 
However, since the Cole Memo was rescinded in 
January 2018, which offered protections to banks 

serving MRBs in legal cannabis states, we have not seen 
any cases of federal prosecution. We think the more 
significant barrier to entry in this market is related to 
efficient and effective compliance with FinCEN guidance.

3. Should financial institutions wait to serve 
this market until the SAFE Banking Act 
passes or cannabis is legalized at the 
federal level?

Regardless of how cannabis is viewed at the federal level, we 
believe requirements for enhanced due diligence will continue 
to exist for financial institutions serving this market because 
each state will still be operating its unique system and will 
have an interest in keeping the inventory and tax revenue 
within its jurisdiction. In addition, financial institutions must 
guard against legacy funds and illegal sales activity. While 
federal legalization or banking protections would resolve a 
great deal of uncertainty and risk, we believe there are 
benefits for financial institutions that choose to serve this 
market now, such as an early-mover advantage on new 
relationships and access to new sources of low-cost deposits.

4. Can financial institutions pass compliance 
exams if they serve the cannabis industry?

One misconception we often hear is that OCC banks can’t 
provide services to this industry. The OCC indeed is one of 
the strictest regulators, but OCC banks that are following 
FinCEN guidelines for banking MRBs are passing their 
compliance exams.

5. What can financial institutions do to 
more efficiently manage compliance 
requirements?

While many financial institutions serving the legal cannabis 
industry are doing a good job with compliance, most are
doing it manually because today’s banking systems are not
designed to do the kind of systematic due diligence 
required for this industry. The Shield Data Hub automates 
and simplifies compliance. It works by aggregating 
financial institutions’ transaction data and demographic 
records with restricted and publicly available information 
from state and local governments, seed to sale tracking, 
and client financial statements.

6. Beyond compliance and risk 
management, what else must financial 
institutions do to serve this market?

Financial institutions must also ensure that the operations 
side of the business is set up for success. This includes 
having a pricing strategy for MRB customers, a product 
lineup designed for this industry, security protocols for 

cash deposits and cash handling, and addressing other 
marketing and operational issues related to banking MRBs.

7. What are the benefits of serving the 
cannabis industry?

Banking services offer much-needed security and safety
benefits for operators, employees, vendors, and others. For 
the financial institution, the cannabis industry provides a 
lucrative new revenue stream and the opportunity to grow 
deposits. As more financial institutions begin serving this 
industry, competition for the best customer accounts is 
already growing rapidly.

8. Does the cannabis industry operate 
entirely in cash?

While much of the industry still operates in cash, we are 
seeing growing acceptance and availability of payment 
processing and payroll services that help eliminate cash
transactions. Shield has a wide range of integrated financial 
service offerings that can help financial institutions extend 
their service model to MRBs.

9. What services can financial institutions offer?

Many financial institutions serving the cannabis industry offer 
basic depository services, which include access to electronic 
payments and wire services. There is an opportunity for these 
institutions to provide a broader range of commercial 
banking services, including lending. The decision on the type 
and breadth of services that can be offered to MRBs relates to 
the level of risk the financial institution is willing to take.

10. What’s the best way to get started 
banking the legal cannabis industry?

To adhere to the complex web of regulatory and compliance 
protocols, financial institutions must develop clear policies 
and procedures so that their board understands and signs off 
on how they’re going to manage the risk associated with 
MRB banking, how much business they’re willing to take, 
and what monitoring they’re going to put in place to stay 
within the boundaries that have been set. Engaging early on 
with experts in cannabis banking can help financial 
institutions create a compliance and operational model that 
works for this industry.

https://www.shieldbanking.com/
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For more information about cannabis banking and Shield Compliance 
or to schedule a demo, please contact us at:

425-276-8235
info@shieldbanking.com
https://www.shieldbanking.com/10-things
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