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ROLE OF CENTRAL BANK IN SWIFT REMOVAL OF
ILLEGAL CURRENCY FROM CIRCULATION
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ABSTRACT

This study explores the involvement of central banks in developing rapid and effective measures
to eliminate illicit currency, focusing on the challenge of money laundering generation, response and
problem solving. A multifaceted strategy adopted by central banks to maintain financial integrity and
financial system security is explained in this article within the context of the global and technologically
advanced financial environment. This study addresses the historical development of criminal currency,
including fraud, money laundering, and the emergence of crypto currencies as potential channels for illicit
transactions. Drawing insights from case studies across a variety of industries, this article presents the
strategic and technological innovations central bankers are making to clearly learn and eliminate illicit
consequences. It details the evolution of technology, intellectual property, and statistical data across
companies in order to show the central bank's ability to detect and pursue financial crimes. The study
also examines the regulatory framework that gives central banks the power to block illicit funds,
highlighting the need for policy changes and flexible exchange rates.
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Introduction

It is the central bank’s responsibility to protect a country's financial stability and integrity in its
economic model. Among its many responsibilities, one of the most important is the rapid removal of illicit
currency from circulation. The existence of illicit money not only undermines sound financial principles,
but also encourages corruption, tax evasion and other crimes, primarily threatening health. lllegal
currencies, In the form of fake certificates or unregulated digital currencies, can disrupt financial balance
and cause people to lose confidence in the results. This loss of trust can have serious consequences not
only in the financial sector, but also in the wider economy. Due to this, central banks throughout the world
struggle constantly to detect and track. Future discussions will consider the complex process central
banks use to quickly and effectively remove illicit money from circulation. In order to preserve the sanctity
of the financial system, central banks implement a variety of methods, from the development of
technology to the management process. We will also explore the broader impact of these efforts on
financial stability, public confidence, and As a whole, resilience of the nation's financial infrastructure.
When we consider how central banks play a role in fighting money laundering, we also understand the
relationship between regulatory capacity and financial stability in today's business world.

Laws and Regulations

The central bank establishes and enforces the legal framework that regulates the issuance and
circulation of money. This includes determining the nature of legal tenders and imposing penalties for
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illegal production and distribution. Cooperation with regulators: The Federal Reserve cooperates with
other regulators, law enforcement and government agencies to strengthen the regulatory process and
fight the good fight against illicit money.

. Research and Innovation Statement: Central banks are investing in technologies such as
watermarks, holography and special inks to create secure and foolproof certificates, making it
harder for counterfeiters to create counterfeit money.

. Monitoring Digital Currency: As digital transactions become more common, central banks are
monitoring and controlling digital currencies to prevent the growth of illicit information and
possible breaches of digital currency.

o Monitoring financial markets: Central banks work closely with financial institutions to monitor
illegal activities and therefore check illegal outcomes early. Intelligence sharing: Central banks
share information and cooperate with intelligence agencies at home and abroad to stay one step
ahead of evolving technology used by those making illicit profits.

) Public Awareness and Education: Education: The Central Bank participates in public
awareness programs to inform the public, business world and financial institutions about the
characteristics of real money and the risks associated with illicit gains.

o Whistle blowing mechanism: Establishing and encouraging public avenues to report
questionable profits can improve the central bank's ability to detect and deal with illegal profits.
o Cooperation with Law Enforcement: Joint Task Force: Central banks often cooperate with

law enforcement and law enforcement agencies. Nature established a special task force to
investigate and combat illicit money.

. Legal Assistance: Providing legal support and expertise to law enforcement can help ensure
legal compliance of those involved in the generation and trade of illegitimate benefits.

. Effective and Financial policy: Central banks can adjust monetary policy to reduce the impact
of illicit currency. The impact of illicit money on the wider economy. This may include measures
such as removing certain names or showing new results. Seizure and Confiscation of Assets:
Improve the ability to quickly resolve and combat illicit trade by giving the central bank the
authority to freeze and seize assets related to illicit trade.

) International Cooperation: Cooperation with International Authorities: The Bank promotes
international cooperation with other financial institutions, financial institutions and international
organizations to unite against illegal cross-border trade. Adopt international standards: Follow
world best practices and standards, strengthen the bank's capital and become more
knowledgeable to solve the international trade of illicit currency.

. Continuous Assessment and Improvement: Security Assessment: Continuous risk
assessment allows central banks to identify new threats and vulnerabilities and effectively deal
with illicit profits and adjust their strategies accordingly. Research and Development: Investing in
research and continuous development ensures the central bank remains at the forefront of
technological advancement in security, currency and fraud detection. In light of these positives,
central banks have a critical and essential role to play in identifying, preventing and eliminating
illicit profits, thereby creating a secure and efficient profit.

Literature Review

Fantacci L and Gobbi L (2021), "Stablecoins, Central Bank Digital Currencies, and US Dollar
Hegemony" Stablecoins are second-generation cryptocurrencies designed to keep their value stable in
relation to official currencies. The most well-known cryptocurrency is Libra, which was announced by
Facebook in 2019 but has yet to be released. Tether, with a market capitalization of nearly $10 billion and
a daily transaction volume of nearly $50 billion, is the most widely used cryptocurrency. The spread of
stablecoins is not surprising. Stablecoins are projected to play an increasingly more important role on a
worldwide scale in the next years since they reduce volatility, which is the main problem of first-
generation cryptocurrencies, including bitcoin. Our contribution focuses on geopolitical reasons that may
encourage the adoption of stablecoins for strategic and military purposes, rather than economic ones. In
particular, we consider how such payment instruments, along with other alternative electronic payment
systems, could be used to avoid economic sanctions, ultimately challenging the US dollar's monopoly in
the international monetary system.
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Cesaratto S. and Febrero E. (2023), "Central Bank Digital Currencies: A Proper Reaction to
Private Digital Money?" The rise of private digital currencies poses a danger to payment systems and
monetary policy since it calls into question all of money's traditional functions. In this work, we primarily
address the banking and monetary policy concerns highlighted by stablecoins and Central Bank Digital
Currencies (CBDCs). We begin by discussing the existing operation of bank-centered payment systems.
Next, we discuss cryptoassets, with a focus on stablecoins' domestic and international implications. We
identify two difficulties with stablecoins: their involvement in the breakdown of uniform currency, and as a
source of financial instability due to the absence of a monetary backstop In the case of a run, withdraw
funds in bad circumstances. We next discuss the benefits and drawbacks of CBDCs, including whether
they are an acceptable response to the challenges posed by stablecoins, the potential impact on
monetary and financial policy, and some open economy issues. While we see no significant advantages
to private digital currencies as a payment system or as an investment, we also see no compelling reason
for the introduction of CBDCs other than geopolitical considerations and technological oversight.

Veneris, Andreas, Park, Andreas, Long, Fan, and Puri, Poonam (2021), "Central Bank Digital
Loonie: Canadian Cash for a New Global Economy" Global economic digitization continues to accelerate
at an exponential rate. This progress stands in stark contrast to the banking sector and payment
systems, which continue to rely on legacy infrastructure that lacks the flexibility to meet emerging
technology demands. Furthermore, the emergence of Decentralized Finance reveals the ability to disrupt
the financial sector, undermine state sovereignty, and alter existing monetary transmission routes. As a
result, it is no surprise that both governments and technology companies are developing new digital
infrastructures to replace legacy processes. Central banks, in particular, are rushing to investigate the
issuing of Central Bank-issued Digital Currencies (CBDCs) in an effort to rediscover the essence and
application of fiat cash. In the last decade, the Bank of Canada (BoC) has emerged as a global thought
leader in CBDCs. In early 2020, the BoC prepared a contingency plan for the prospective implementation
of a CBDC, and later that spring, it held a global competition among colleges to sample arm length
designs. As a finalist in this competition, this book provides a design proposal for a Central Bank Digital
Loonie (CBDL) based on extensive scholarly research into the potential technological, legal, and
economic components of such an unusual and historic adventure. We propose a two-phase strategy. In
the first phase, the BoC builds a centralized platform as a public-good infrastructure for digital cash and
global/domestic interoperability. During this phase, e-KYC-based authentication leverages current
private/public sector solutions while also protecting users' privacy/data from third-party commercial
interests and ensuring compliance with AML/CFT. In the second phase, the BoC will transform the
platform into an enterprise-level permissioned blockchain. This shared resource will convert CBDLs into
"programmable e-money” within a "social operating system" that will allow Canadians to operate,
develop, compete, and prosper in the emerging global digital economy.

Objectives

. To establish and enforce laws defining legal tender and penalties for illegal currency activities.

. To leverage Al and analytics to monitor financial transactions for signs of illegal currency
activities.

. To collaborate globally, adopt standards, and align with best practices for a coordinated
response

. To fight for legal amendments that would allow the central bank to freeze and take assets
related to unlawful currency activity.

. To facilitate joint task forces and provide support for swift legal action against offenders.

. To implement advanced technologies to deter counterfeiting and ensure the integrity of national
currency.

Conclusion

In summary, the central bank's role in quickly removing illicit currency from circulation is vital to
maintaining the financial health of the country.

Central banks can increase their ability to detect and remove illicit gains by implementing best-
in-class solutions, enhancing regulatory systems, and fostering international cooperation. Furthermore,
public involvement and education programs can help citizens recognize and report suspicious activities,
resulting in a collaborative mechanism to combat illicit money trafficking. In light of evolving financial
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crime, a dynamic and adaptable central bank is vital to maintaining public confidence and protecting the
integrity of the monetary system. A commitment to innovation, collaboration and good environmental
stewardship will not only quickly eliminate illicit money, but will also help create a safe and secure
financial environment that benefits society. Central banks can play a significant role in investigating,
monitoring, and dismantling criminal interests through robust restrictions, effective surveillance, and
cooperation with law enforcement. Additionally, increasing public awareness and participation is essential
to prevent illegal money laundering. The importance and vigilance of the financial institution in addressing
the problems caused by illegal financing forms the basis for maintaining trust and confidence in the
financial industry, ultimately affecting the general welfare of the country.

References

1.

Fantacci, Luca and Gobbi, Lucio. "Stablecoins, Central Bank Digital Currencies and US Dollar
Hegemony: The Geopolitical Stake of Innovations in Money and Payments" Accounting,
Economics, and Law: A Convivium, 2021, pp. 20200053. https://doi.org/10.1515/ael-2020-0053

Cesaratto S. & Febrero E. (2023), “Central Bank Digital Currencies: a proper reaction to private
digital money?” Page Range:529-553 DOI: https://doi.org/10.4337/roke.2023.04.05
Volume/Issue: Volume 11: Issue 4

Veneris, Andreas and Park, Andreas and Long, Fan and Puri, Poonam, Central Bank Digital
Loonie: Canadian Cash for a New Global Economy (February 11, 2021).
SSRN: https://ssrn.com/abstract=3770024 or http://dx.doi.org/10.2139/ssrn.3770024

https://rbi.org.in/
https://economictimes.indiatimes.com/

chrome-
extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.paymentscardsandmobile.com/wp-
content/uploads/2021/05/Exploring-CBDC-for-International-Payments.pdf

https:/www.financialexpress.com/
https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1218

https://www.swift.com/news-events/press-releases/swift-and-accenture-publish-joint-paper-
central-bank-digital-currencies-cross-border-payments.

ada


https://doi.org/10.1515/ael-2020-0053
https://doi.org/10.4337/roke.2023.04.05
https://www.elgaronline.com/view/journals/roke/11/4/roke.11.issue-4.xml
https://ssrn.com/abstract=3770024
https://dx.doi.org/10.2139/ssrn.3770024
https://rbi.org.in/
https://economictimes.indiatimes.com/
https://www.financialexpress.com/
https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1218
https://www.swift.com/news-events/press-releases/swift-and-accenture-publish-joint-paper-central-bank-digital-currencies-cross-border-payments
https://www.swift.com/news-events/press-releases/swift-and-accenture-publish-joint-paper-central-bank-digital-currencies-cross-border-payments

