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1. Definition

o Money laundering is the process of making illegally obtained money, such as from
criminal activities, appear legal.

2. Stages of Money Laundering

o Placement: Introducing illegal funds into the financial system.

o Layering: Complex financial transactions to obscure the audit trail.

o Integration: Reintegrating laundered funds back into the economy as legitimate
money.

3. Methods of Money Laundering

o Structuring: Breaking down large amounts of money into smaller, less suspicious
transactions.

o Shell companies: Setting up fake companies to disguise the source of funds.

o Trade-based laundering: Over or under-invoicing goods to move money across
borders.

o Real estate: Investing in property to obscure the origins of funds.

4. Consequences of Money Laundering

o Economic damage: Distorts markets and contributes to inflation.

o Criminal activity: Funds terrorism, drug trafficking, human trafficking, etc.

o Legal repercussions: Heavy fines, imprisonment, and asset seizures for individuals
involved.

5. Prevention and Detection

o Know Your Customer (KYC): Verify the identity and sources of funds of clients.

o Anti-Money Laundering (AML) laws: Regulations that require financial institutions to
report suspicious activities.

o Training and awareness: Educating employees to recognize potential signs of money
laundering.
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6. Global Efforts

o Financial Action Task Force (FATF): International organization setting standards for

combating money laundering.
o Mutual Legal Assistance Treaties (MLATS): Agreements between countries to

cooperate in investigating financial crimes.

7. Conclusion

o Money laundering is a serious global issue with far-reaching consequences.
Understanding its methods and consequences is crucial in combating this illicit activity
and safeguarding the integrity of the financial system.
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