Sorting Out the Sinks in the Money Laundering Game

By: John W. McCoy

A sink in the money laundering game is defined as the location where illegal money is washed and transferred out into a clean, safe environment.

In 1989, the US State Department went public condemning three of the world banking centers for having sold out to money laundering the illegal funds earned from the drug trades. 

Under the heading of the International Narcotics Control Report, the Bush administration named the Bahamas as the major transit country for cocaine and marijuana entering the United States, and condemned it for having allowed itself to become such an important money laundering center. The report named Hong Kong as the money laundering heart of the Pacific Rim, and condemned it for having become the major transit center of Southeast Asian heroin. And it named Panama for continuing to be the principal money-laundering haven for the South American cocaine trade. 

That report made the headlines in most countries. A more revealing document, which did not, was circulated around the US Drug Enforcement Agency. Specifically not for public release, this report widened the scope of the issues and singled out eighteen major conduits and repositories for illicit drug funds. The list of the world's greatest sinks consisted of Hong Kong, Liechtenstein, Luxenbourg, the Channel Islands, Andorra, Switzerland, Singapore, the United Arabs Emirates, the Cayman Islands, Mexico and Panama. Four American cities were also named: New York, Los Angeles, Miami and Houston. And then the DEA (Drug Enforcement Agency) classed Montreal, Toronto and Vancouver as sinks. 

Where is a major sink in Asia for money laundering? Hong Kong is the obvious nominee.

Ever since the mainland territory and offshore islands that are Hong Kong were ceded to Britain as retribution after the Opium War of 1842, the former Crown Colony has been one of the world's major trading and smuggling ports.

Today, Hong Kong is a designer money center, born out of jet travel, electronic communication and the mystique of the East. It's a gold market and a diamond market and a stock market that looks more like Las Vegas than Wall Street. Arms smugglers, black marketeers and organized crime brokers use Hong Kong to wash their funds.

But Hong Kong had never seen anything like the kind of action the heroin traffickers brought to the island. When Law Kin-man, one of the world's most successful laundrymen, pleaded guilty in the US of 1994 to a number of federal charges, he confessed to using 362 bogus bank accounts in Hong Kong to wash an estimated US$ 93 million of Golden Triangle drugs through the territory. Another eight in the US were private brokerage accounts so that he could wash funds through the Hong Kong stock exchange. Just as banking secrecy laws tightened and Hong Kong's regulatory infrastructure loosened, the drug trade exploded, creating an unprecedented level of prosperity. The banks and the banking were awash in liquidity. Excess liquidity in a bank or a banking system is a sure sign of an active sink in the money laundering game. 

Money Laundering is creative game for the professionals who seek out the weaknesses in a financial system and exploit those deficiencies to turn dirty money into clean funds in a safe environment. 

*************************

(JWMcCoy: The author has worked in the large international banks and for the donor organizations for the past twenty-five years. He has seen, at first hand, the difficulties of large bad debts in banks and the difficulties of the donors in trying to influence change on governments. The author has published two works of fiction describing different facets of corruption in the international financial world. He depicts stories based on the truth but concealed by bankers and governments for their own reasons. Hidden Money and Leaving it Behind are recommended books for an insight into this world of intrigue and deception. It's all about money and the ways it was created. Leaving it Behind is about the struggles of the Vietnamese people in the aftermath of a war that was imposed on them and the struggle to survive the drug lords that were rampant in the Golden Triangle, threatening to take over their lives. The author lived with those people and he understood them; and they understood his concerns and compassion. 

Go to: www.pdbookstore.com and purchase both books from American Book Publishing Group. Also visit author's website and purchase both books on www.bookworm.au.com.  
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