Money Laundering is a Contest of Nerves for the Professionals

By: John W. McCoy

Drug traffickers and money launderers (as the middlemen) seek out professionals who are willing to sidestep regulations that authorities put into place. In many cases, the money launderers and traffickers have managed schemes where the professionals in banks and governments were not even aware that they were dealing in dirty money.

There are many examples in cases of money laundering and banks are the unwilling victims in most cases but there have been cases where banks were actively involved. The examples below are two simple methods used by money launderers in washing illegal money through bank accounts and bank managers fall prey to the schemes and often without realizing that they are being used for illegal activities. There are many methods used and they do not necessarily involved banks. Money laundering is a creative game and it is a contest of nerves understood by the professionals in that racket.

But then again, bank managers are willing participants for their own reasons, and which may be for very innocent reasons. For example, to gain recognition within the bank for achieving budget targets such as deposits and profitability as the bank earns fees. Then again, some bank managers may be gullible or easily drawn into the money laundering game for personal profits.

Looking at two simplified cases will give the reader a quick example of how easy it can be for the professional money launderer to fool bankers and law enforcement authorities.

Case 1 
This could happen in any country, in any bank and with any manager willing to take the risk. And it has in many variations. A friendly bank manager is every laundryman's dream. Money laundering is a creative game and there are many facets of a successful laundering game to disguise the real source of the funds as the money is washed through a banking system.

A group asked a friendly bank manager if they could open ten different company accounts. And they wanted the bank manager to administer the flow of funds into and out of the accounts. The manager was so flattered that he cheerfully opened the bank accounts to handle their cash deposits. Total cash deposits over the next few weeks came to about US$10 million. The manager was excited with his new clients and their trust in him as a bank manager.

To keep his clients happy and to encourage more business, the manager allowed the group to deliver bags of cash through the backdoor of the bank. In one single day, the bank took delivery of US$2.2 million. The group of businessmen and the bank manger got along so well that when the manager was transferred to another branch with a promotion, they moved their accounts to his new branch. Head Office of the bank was impressed with that bank manager's ability to generate such large deposits.

In his new branch, the manager became concerned about the large amounts of cash deposits being moved through the backdoor of the bank. So he asked the group if they could tie the money into bundles of US$ 5,000. And they obliged without any questions. During a two-month period, they washed US14 million through that bank branch and everyone was happy. The manager got another promotion. Neither the manager nor the bank reported the large deposits and transfers to any authority. During a six-month period, the group authorized the manager to telegraphic transfer all funds to various bank accounts in other countries. The bank earned fees on both sides of the deal and the professional money launderers washed their money into a clean safe country. The bank manager was happy with his promotions.

Case 2 - student account

A twenty-year old student, in London, opened a student account for 1 pound, the minimum required at that bank. Over the next few months, US$ 500,000 was wired into that account from Geneva and almost immediately wired to an account in Singapore. There was no other moment on the account. Someone in the higher levels of the bank became suspicious and filed a suspicious transaction report. But when the British police became involved, they were told by one British, one Swiss and one Singaporean bank, that they had a serious obligation of confidentiality to their customers and that unless the police could prove a satisfactory case involving drugs, the police could not expect any assistance. Just like that the banks closed the doors. And just like that, the student disappeared. And his one pound deposit balance stayed behind.

Banking confidentiality

Banking confidentiality is often compared with the privilege extended to a catholic priest in a confessional. Except in most countries there is no such law. If a priest is called to testify, he cannot refuse. 

It is the same with a journalist who refuses to name a source. Nor will the law, in most western countries, extend blanket confidentiality to doctors or psychiatrist on patients suspected of crime or gunshot wounds. 

So why should the confidentiality or secrecy law be extended to banks?

The answer in most countries is that it does not. And most bankers think that they can argue that client confidentiality must be protected and often some bankers will refuse to co-operate with law enforcement agencies - until they are forced into the court room. At least the secrecy or confidentiality rules do not apply for banks in the United States, Canada, the UK, Australia, New Zealand or any of the countries in the EU. 

As a result, courts are forcing banks to reveal client information where there is a suspicion of money laundering or illegal activities that involves crime or drug dealings.

(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 that are 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 or visit my website on www.bookworm.au.com to purchase and discover more information about the author.
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