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1. Introduction

With the acceleration of global economic integration, the
security and efficiency of the US dollar clearing system—as
the primary international settlement currency—have become
critical to global financial stability. However, frequent fraud
cases in recent years have inflicted significant losses on
financial institutions and clients, threatening the integrity of
the financial system.

This study aims to analyze fraud risks within the US dollar
clearing system and propose effective countermeasures.
Through references reviews, case studies, and comparative
analysis, the paper systematically examines the operational
mechanisms of the US dollar clearing system, identifies major
fraud types, and offers targeted prevention strategies. The
findings aim to provide actionable insights for financial
institutions and regulators to enhance the security and
reliability of the clearing system, thereby safeguarding
international financial order.

2. The Core Role and Structural Framework of
the US Dollar Clearing System in Global
Finance

2.1 Overview of the US Dollar Clearing System

The US dollar clearing system, a cornerstone of global
financial infrastructure, ensures the smooth execution of
transactions and secure fund flows. This system comprises
multiple interconnected subsystems, including Fedwire,
CHIPS, and SWIFT.

Fedwire (Federal Reserve Wire Transfer System), operated by
the Federal Reserve, functions as a real-time gross settlement
(RTGS) system primarily designed for processing high-value
US dollar transfers. CHIPS (Clearing House Interbank
Payments System), administered by The Clearing House,
serves as a multilateral net settlement system specializing in
cross-border US dollar transactions. SWIFT (Society for
Worldwide Interbank  Financial ~Telecommunication)

provides a secure messaging network for financial institutions,
enabling the standardized transmission of payment
instructions and related financial information.

The operation mechanism of the US dollar clearing system
involves multiple participants, including central banks,
commercial banks, clearinghouses, and other financial
institutions. When a US dollar transaction occurs, relevant
information is transmitted between the corresponding banks
via the SWIFT network. For cross-border transactions,
clearing is typically facilitated through correspondent banking
relationships. Throughout the clearing process, all parties
must strictly adhere to established rules and procedures to
ensure transaction accuracy and security. However, this
complexity also creates opportunities for fraudulent activities,
necessitating effective anti-fraud mechanisms to safeguard
the system’s integrity.

2.2 The Dominant Position of the US Dollar in
International Clearing

Serving as the central nervous system of global financial
markets, the US dollar clearing mechanism guarantees both
the efficiency and security of international dollar transactions.
This sophisticated ecosystem, anchored by its twin pillars -
the Fedwire and CHIPS systems, and reinforced by auxiliary
platforms alongside SWIFT’s global communications
infrastructure, constitutes a comprehensive and robust
worldwide financial clearing network that underpins the
stability and prosperity of the global economy.

The US dollar maintains its preeminent position in
international clearing systems, which manifests principally
through three dimensions:

2.2.1 The Ubiquitous Medium for Payments and Settlements

According to SWIFT’s December 2024 release, the dollar
accounted for 47.68% of global payments in November 2024,
dwarfing all other currencies. The dollar’s hegemony is
particularly evident in international commodity trade, where
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critical resources including crude oil and gold are
predominantly priced and transacted in dollars, compelling
nations to maintain substantial dollar reserves to facilitate
these exchanges.

2.2.2 The Colossal Scale of Clearing Operations

The Fedwire and CHIPS systems collectively process over 95%
of global interbank dollar clearing volume, demonstrating
their overwhelming dominance. CHIPS alone settled
approximately 136 million transactions in 2023, with the
aggregate clearing value reaching a staggering $448.7 trillion

- a testament to the system’s unparalleled capacity.

2.2.3 The Paramount Global Reserve Currency

The IMF’s October 2024 Currency Composition of Official
Foreign Exchange Reserves (COFER) report reveals that the
dollar constitutes approximately 58.36% of global reserve
holdings - nearly triple the share of the euro (19.98%), its
closest competitor. While minor fluctuations occur, the
dollar’s supremacy as the world’s reserve currency of choice
remains unchallenged.

2.3 Composition and Transmission Mechanisms of the US
Dollar Clearing System

The architecture of the US dollar clearing ecosystem can be
conceptualized as “three core systems plus one essential
association”:

2.3.1 Systemic Components of Dollar Clearing

Fedwire, operated directly by the Federal Reserve System,
serves as the backbone of real-time gross settlement (RTGS)
mechanism. Beyond facilitating large-value domestic
interbank transfers, it occupies a pivotal position in
cross-border dollar transactions, effectively constituting the
central nervous system of global dollar clearing operations.

CHIPS (Clearing House Interbank Payments System),
administered by The Clearing House Association, specializes
in multilateral net settlement of international dollar payments.
Through its sophisticated liquidity optimization algorithms,
CHIPS achieves remarkable efficiency gains, simultaneously
reducing transactional costs while enhancing the velocity of
cross-border settlements.

Complementary subsystems form the ecosystem’s periphery.
The dollar clearing matrix incorporates auxiliary mechanisms
such as ACH (Automated Clearing House) for retail payments,
alongside proprietary clearing solutions developed by
commercial banks and financial institutions. Together, these
components weave an intricate yet exquisitely calibrated
clearing network.

SWIFT (Society for Worldwide Interbank Financial
Telecommunication) serves as the indispensable messaging
gateway. Transcending geographical boundaries, time zones,
and linguistic barriers, its standardized financial message
formats and secure transmission protocols guarantee both the
precision and integrity of financial communications.

2.3.2 Synchronized Transmission Protocols

The clearing process achieves synchronization through
flawless coordination between information flows and fund
flows:

As the critical path in international financial transactions,
dollar clearing commences with the exchange of payment
instructions and transactional details through electronic or
physical media. These information flows function as
cryptographic keys that initiate and authenticate subsequent
monetary movements.

The fund flow mechanism activates immediately upon
payment instruction validation. Funds are debited from the
payer’s account in real-time (or according to predetermined
settlement cycles) and credited to the beneficiary’s account
with atomic-level precision.

2.3.3 Operational Comparative Analysis

The dollar clearing mechanism’s sophistication lies in its
perfect synchronization of information and value transfers.
Notably, substantive differences emerge when comparing
dollar versus renminbi clearing protocols regarding account
validation:

The dollar system exhibits remarkable operational flexibility
in beneficiary verification. The validation paradigm
emphasizes account number congruence while deliberately
disregarding name matching - a design choice that prioritizes
processing efficiency at the potential cost of diminished fraud
prevention safeguards.

In contrast, China’s renminbi clearing framework embodies
rigorous validation standards mandated by national financial
regulators. The system enforces strict dual-verification of
both account numbers and holder names - a robust control
mechanism that significantly enhances transaction security.
This meticulous approach effectively prevents erroneous
payments and fraudulent activities while reinforcing overall
financial market stability.

The Chinese model’s uncompromising validation protocol
demonstrates how regulatory philosophy shapes clearing
system architecture, with the renminbi framework prioritizing
security over pure operational efficiency, thereby establishing
a more controlled financial ecosystem.

3. Current Anti-Fraud Landscape and
Emerging Challenges in US Dollar Clearing
Systems

3.1 Fraudulent Activities and Representative Cases in the
Dollar Clearing Ecosystem

The US dollar clearing mechanism, serving as the central
nervous system of global financial transactions, faces
escalating threats from increasingly sophisticated fraudulent
activities. These malicious operations manifest in multifarious
forms, posing systemic risks to financial market stability
while jeopardizing the asset security of countless market
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participants.

A landmark collaborative study by the Global Anti-Scam
Alliance (GASA), ScamAdviser, and Feedzai reveals
staggering economic impacts: global fraud losses reached
$1.02 trillion in 2023, accounting for 1.05% of worldwide
GDP, with projections exceeding $1.03 trillion for 2024.
More alarmingly, data from Trustpair - a leading payment
fraud prevention platform - indicates a 71% surge in payment
fraud incidents targeting US corporations during 2023. Their
research demonstrates that approximately 95% of American
enterprises experienced at least one fraud attempt, with 90%
suffering at minimum one successful breach.

This epidemiological profile of financial fraud underscores
the paradoxical vulnerability of the world’s most advanced
clearing infrastructure, where technological sophistication
coexists with critical security gaps. The dollar clearing
system’s very efficiency - its global reach, transaction
velocity, and settlement finality - has become weaponized by
bad actors exploiting systemic asymmetries in verification
protocols and cross-border oversight.

3.1.1 Typology of Fraudulent Activities

The US dollar clearing system confronts a polymorphous
spectrum of fraudulent behaviors, which may be
systematically categorized into three primary modalities:
identity fraud, transactional fraud, and cyber fraud.

Identity Fraud: Perpetrators engage in illicit transactions by
fabricating or misappropriating personal identifiers,
constituting a pervasive and particularly pernicious threat to
financial integrity. This modality capitalizes on vulnerabilities
in authentication protocols to generate illicit gains.

Transactional Fraud: This category encompasses spurious
transactions and market manipulation schemes. Such
malfeasance not only jeopardizes counterparty interests but
erodes foundational market virtues of fairness and
transparency, thereby distorting the healthy evolution of
financial ecosystems.

Cyber Fraud: The digital revolution has precipitated an
alarming proliferation of technologically-enabled fraud
vectors. Phishing platforms, malware infiltration, and
analogous exploits leverage technical sophistication to
compromise sensitive data or misappropriate funds,
introducing profound systemic vulnerabilities into dollar
clearing infrastructure.

Furthermore, a tripartite classification emerges when
examining fraud through an actor-centric lens: Internal Fraud
(perpetrated by organizational insiders), First-Party External
Fraud (committed by ostensibly legitimate account holders),
Third-Party External Fraud (executed by external malicious
actors).

This taxonomy reflects the evolving threat matrix confronting
global financial architectures, where adversarial innovation
continuously tests institutional defenses. The hierarchical
classification enables targeted countermeasure development
while acknowledging the dynamic interplay between fraud

modalities in contemporary clearing environments.

3.1.2 Representative Cases of Fraud: Domestic and
International

Case 1: Cross-Border Fraud Exploiting the SWIFT System

In a high-profile incident involving cross-border fund clearing,
malicious actors orchestrated an elaborate deception by
fabricating SWIFT payment messages that bore near-identical
resemblance to legitimate transaction orders. The perpetrators
successfully impersonated a reputable financial institution,
transmitting  fraudulent payment instructions to a
correspondent bank. Crucially, the receiving bank failed to
conduct rigorous authentication checks before executing the
transfer, resulting in the unlawful diversion of substantial
funds.

Case 2: Cross-Border Fraud Exploiting the CHIPS System

In a sophisticated financial cybercrime, perpetrators
successfully infiltrated a banking institution’s internal
networks, compromising its CHIPS (Clearing House
Interbank Payments System) transactional credentials. Armed
with these privileged access rights, the malicious actors
orchestrated a series of fraudulent cross-border payment
orders, swiftly diverting funds through multiple offshore
accounts in a deliberate obfuscation strategy.

While the targeted bank eventually detected and terminated
the unauthorized transactions—recovering a portion of the
misappropriated assets—the breach inflicted significant
financial losses and enduring reputational damage.

Case 3: Cross-Border Fraud via Email Compromise

During a cross-border trade payment process, perpetrators
successfully infiltrated the email account of a corporate
financial officer through cyber intrusion techniques, covertly
monitoring email communications. When the financial staff
transmitted payment instructions containing beneficiary
account details to their bank via email, the fraudsters swiftly
intercepted and altered the message content, substituting the
legitimate recipient account with a foreign account under their
control.

The receiving bank, having failed to detect the email
tampering, executed the fraudulent payment instructions,
resulting in the erroneous transfer of substantial corporate
funds to the criminals’ overseas account.

Case 4: The 2016 Bangladesh Central Bank Heist

In this landmark cybercrime, perpetrators orchestrated an
audacious theft by transmitting fraudulent payment orders
through the SWIFT network, initially attempting to siphon
951million from Bangladesh Bank’s accounts. The attacker
sultimately succeeded indiverting 951 million from
Bangladesh Bank’s accounts. The attacker sultimately
succeeded indiverting 81 million to offshore accounts. This
brazen exploit laid bare critical vulnerabilities in the dollar
clearing system’s authentication protocols and transaction
authorization mechanisms.
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Case 5: The 2019 ICBC Letter of Credit Fraud

Perpetrators ~ successfully  defrauded Industrial and
Commercial Bank of China (ICBC) of $140 million by
utilizing  fictitious trade backgrounds and forged
documentation in a sophisticated letter of credit scheme.

These cases have not only resulted in substantial financial
losses but have also severely compromised the reputation of
the affected financial institutions.

3.1.3 Anti-Fraud Practices of Major US Dollar Clearing

Banks

Within the dollar clearing ecosystem, leading US clearing
banks - as pivotal participants - have universally implemented
a suite of sophisticated technological solutions and
managerial protocols designed to enhance their fraud
prevention capabilities. These comprehensive measures span
multiple operational dimensions including data analytics, risk
surveillance, and security frameworks, collectively
establishing a robust, multi-layered anti-fraud defense system.

(1) Core Anti-Fraud Practices and Representative Cases of

Major Clearing Banks

Table 1: Core Anti-Fraud Practices and Representative Cases of Major Dollar Clearing Institutions

Clearing Core Practices Representative Cases
Bank
PMoraan #;polementatlon of counter-terrorism technologies to combat internal 2008-2016: Fined $920 million by the CFTC for manipulating
9 O . . R . precious metals futures and U.S. Treasury bond prices, exposing the
Chase 2.Utilization of big data analytics to identify latent risks and trace . . . T - . ;
Bank fraudulent actors sophisticated financial engineering and inherent risks in such
3.Strategic emphasis on technological innovation. operations.
1.Support for the “Youth Anti-Fraud Initiative - Scam Prevention | 1.August 2020: Erroneous over-transfer of $504 million revealed
Trainee” public welfare program. critical internal control and risk management deficiencies.
- 2.Emphasis on societal education through anti-fraud awareness | 2.June 2024: Ms. Lin’s $180,000 deposit was unlawfully withdrawn,
Citibank . S : . - h
campaigns to enhance public vigilance. with the bank denying reimbursement claims.
3.Adoption of an integrated anti-fraud strategy combining technological | 3.October 2021: A New York resident’s $40,000 retirement savings
solutions with educational interventions. were stolen, while the bank declined to process the fraud petition.
1.Leveraging big data analytics to detect fraudulent patterns through
Wells customer behavior intelligence. December 2022: Slapped with a staggering $3.7 billion penalty by
Fargo 2.Enhanced data governance frameworks coupled with rigorous risk | the CFPB following client fraud scandals, marking one of the most
Bank management protocols. severe regulatory sanctions in banking history.
3.Strategic focus on data integration and predictive mining capabilities.
1.Deployment of artificial intelligence and big data technologies for
real-time transaction monitoring and analytics. . .
Bank of 2.Strengthened internal risk management protocols and control Noveml?e( 30, 2.023' S_ettled US Treasury bond fraud allegatlon_s for
: - $24 million, involving two former traders and supervisory
America mechanisms. deficiencies
3.Implementation of integrated defense strategies combining '
technological solutions with enhanced governance frameworks.
Bank of iﬁﬁgl?irl)ittli(:ar; of cutting-edge technologies to enhance fraud detection 2011-2015: Ultimately settled multi-jurisdictional investigations into
New York 2.Real-time transaction surveillance with behavioral pattern analytics. foreign exchange trading fraud through a $714 million penalty
Mellon - - . payment.
3.Reinforcement of internal risk control frameworks.
1.2013-2014: Faced regulatory investigations and charges from U.S.
1.Implementation of SAS Fraud Management solutions. flr)le}r_ma_l autho_rltl(;s forf aI:jegedI); facilitating approximately $80
HSBC 2.Real-time monitoring and evaluation of high-volume transactions. ?h I(I)Bn mgonlf' 5¢ h(?me ur;] tran_s ersé hi d
3.Strategic investment in anti-fraud team development. -HSBC Bank (China) Chongging Branch incurred a ¥550,000
penalty for due diligence failures in loan pre-approval investigations,
with relevant personnel subjected to disciplinary actions.

(2) The Compounding Effect of Multiple Risk Factors in USD
Clearing Operations

The USD clearing process, characterized by its multi-layered
procedures and systemic complexity, inherently harbors
potential vulnerabilities that are susceptible to fraudulent
exploitation. The rapid evolution of financial markets has led
to regulatory frameworks lagging behind innovative
developments, creating opportunities for fraudulent activities.
Although clearing banks are technologically equipped, human
factors remain a significant catalyst for fraud. Both
unintentional employee errors and deliberate misconduct,
coupled with profit-driven malicious actors, substantially
amplify fraud risks.

Consequently, major USD clearing banks have intensified
efforts to strengthen internal controls and risk management
frameworks. These initiatives focus on two key dimensions:
enhancing employee compliance awareness and fraud
prevention capabilities, while simultaneously establishing

robust oversight and accountability mechanisms. Such
measures collectively mitigate fraud risks and ensure the
secure and stable operation of USD clearing services.

(3) Latest Practices in USD Clearing Anti-Fraud Measures

The effectiveness of anti-fraud measures in USD clearing
operations fundamentally depends on the integration of
cutting-edge technologies with comprehensive management
frameworks. Contemporary leading USD correspondent
banks have implemented parallel anti-fraud systems that
strategically combine real-time fraud prevention mechanisms
with sophisticated post-transaction detection protocols to
ensure robust clearing security.

Both operational approaches leverage advanced artificial
intelligence solutions, yet maintain distinct functional
specializations. The real-time prevention systems are
primarily designed for instantaneous fraud interception, being
deeply embedded within clearing infrastructures to
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proactively monitor transactional flows. In contrast, fraud
detection systems offer broader analytical capabilities that
extend to forensic investigations of completed transactions
across diverse operational scenarios.

This dual-system architecture achieves optimal equilibrium
between critical operational priorities. The real-time
components carefully balance fraud identification speed with
maintaining transactional efficiency, while the detection

systems dynamically adapt to varying data quality
requirements and evolving fraud methodologies. The
complementary nature of these systems creates a

comprehensive defense mechanism against increasingly
sophisticated financial fraud threats in global USD clearing
networks.

Table 2: Comparative Analysis of Real-Time Fraud
Prevention vs. Fraud Detection Systems

Real-Time Fraud

Distinctions . Fraud Detection
Prevention
Objectives Prevention_ o_f fraudulent Identification of exe_cuted
activities fraudulent transactions
Temporal Real-time or near-real-time Typically conducted
Characteristics operation post-transaction

Reliance on advanced
analytics, artificial
intelligence, and real-time
data processing
technologies

Incorporates multiple
analytical techniques
including rules engines,
machine learning, and
artificial intelligence

Technical
Methodologies

Risk assessment during Applicable for

Application . : post-settlement risk
- pre-execution or execution . .
Scenarios hases evaluation and forensic
P analysis
Functional Proactive defense ?t?:tcetgl;i/ce \leﬂgi‘g??um::
Roles mechanism minimizing fraud prevention

fraud losses

enhancements

3.2 Three Defining Characteristics of Fraud in the US
Dollar Clearing System

Analysis of the aforementioned cases reveals that fraudulent
activities within the dollar clearing system consistently
exhibit three distinctive features:

3.2.1 The Cross-Border Nature of Fund Transfers

This characteristic manifests through both the international
composition of transaction counterparties and the
cross-jurisdictional movement of funds. The dollar’s status as
the global reserve currency necessitates frequent financial
flows between multinational corporations and financial
institutions across borders.

Within the USD clearing system, fraudsters systematically
exploit disparities in financial regulations and legal
frameworks between nations to rapidly transfer funds across
jurisdictions. They strategically leverage the complexities of
inter-agency communication and supervisory coordination
among different countries, using multinational transactions to
obscure the true trail of funds.

The inherent variations in national regulatory priorities,
information disclosure requirements, and law enforcement
protocols create significant challenges in establishing
effective collaborative oversight mechanisms. This regulatory
fragmentation enables fraudulent actors to operate within

governance gaps, substantially increasing the difficulty of
preventing and combating fraud in USD clearing operations.

3.2.2 Professional Sophistication of Fraudulent Activities

This characteristic primarily manifests through perpetrators’
extensive financial expertise, in-depth understanding of
market mechanisms, sophisticated technical capabilities, and
meticulously organized operational structures. These actors
possess comprehensive knowledge of the USD clearing
system’s operational protocols, transactional rules, and
financial instruments, including technical specifications such
as SWIFT message formats, clearing procedures, and fund
transfer timing mechanisms, enabling them to precisely
exploit systemic vulnerabilities for fraudulent purposes.

Furthermore, fraudsters demonstrate substantial awareness of
financial market dynamics, including factors such as
exchange rate fluctuations and interest rate variations.
Technologically, they frequently employ advanced hacking
techniques to infiltrate financial institution systems through
network vulnerabilities, obtaining user credentials and
transactional authorizations while utilizing encryption
technologies to conceal their digital footprints, thereby
facilitating unauthorized manipulation of clearing systems for
illicit fund transfers.

Additionally, USD clearing fraud typically involves
organized criminal networks characterized by specialized
roles and covert operational methods, which simultaneously
increase the probability of successful execution and
significantly complicate investigative processes.

3.2.3 Concealment Characteristics of Transaction Methods

This is primarily demonstrated through: (1) deliberate
obfuscation of transactional purposes by disguising fraudulent
operations as legitimate commercial activities or routine fund
transfers; (2) technical manipulation of critical transaction
records including amounts, dates, and counterparty
information to evade detection systems monitoring large or
anomalous transactions; (3) establishment of multiple
accounts across different financial institutions to facilitate
multi-layered fund transfers that create complex money trails;
(4) utilization of proxy accounts to obscure true fund origins
and destinations through intermediary relationships; (5)
strategic commingling of fraudulent transactions within high
volumes of legitimate activity to increase identification
difficulty; and (6) identity theft or creation of false identities
through forged or altered identification documents to
circumvent tracking mechanisms and accountability.

3.3 Core Challenges in Combating Fraud within the US
Dollar Clearing System

The rapid evolution of modern technologies—particularly the
widespread adoption of big data analytics and artificial
intelligence—has paradoxically democratized financial fraud
capabilities. This technological arms race has precipitated
unprecedented anti-fraud challenges for dollar clearing
systems,  with  defensive  complexities  escalating
exponentially.

Volume 7 Issue 4 2025

http://www.bryanhousepub.com

25



Journal of Global Economy, Business and Finance (JGEBF)

ISSN: 2141-5595

3.3.1 Technological Challenges

The rapid advancement of technology has empowered
fraudsters to leverage sophisticated tools such as big data
analytics and artificial intelligence, rendering fraudulent
activities increasingly covert and complex. These evolving
schemes not only evade detection by conventional anti-fraud
systems but are capable of inflicting substantial financial
losses within remarkably brief timeframes.

Concurrently, financial institutions confront dual operational
challenges: processing exponentially growing transaction
volumes while maintaining real-time identification of
potential fraud, and executing timely interception, analysis,
and clearance of suspicious transactions  without
compromising legitimate payment efficiency. This delicate
balance between security and operational fluidity presents a
persistent technical dilemma in contemporary clearing
systems.

3.3.2 Regulatory Challenges

The first challenge stems from the inherent complexity of
global market environments. Dollar clearing operations
involve financial institutions and trading markets worldwide,
where significant variations exist across jurisdictions in legal
frameworks, regulatory standards, and technological
capabilities. These disparities create substantial obstacles for
effective cross-border supervision, often allowing fraudulent
activities in international transactions to evade timely
detection and intervention.

The second challenge arises from the persistent lag in
regulatory adaptation. As financial technologies advance at an
unprecedented pace, regulatory policies and legal instruments
frequently fail to keep up with emerging fraud techniques.
This regulatory latency leaves novel financial fraud methods
operating in uncharted territory without clear governance
rules or legal sanctions, introducing profound uncertainty into
anti-fraud efforts. The resulting governance gaps enable
cultivated fraudsters to exploit these transitional periods
before regulators can develop appropriate countermeasures.
3.3.3 Challenges in International
Coordination

Cooperation and

Divergences in political systems, economic interests, and
cultural contexts create substantial barriers for financial
institutions, not only in cross-border collaboration and
information sharing but also in internal coordination. Entities
including banks, payment processors, clearinghouses, and
import-export firms frequently encounter operational friction
due to competing priorities and technological disparities.

Additional systemic challenges include:

First, public risk awareness requires urgent enhancement. As
financial fraud methodologies continuously evolve, elevating
public vigilance against emerging risks has become a critical
component of effective fraud prevention.

Second, anti-fraud technologies exhibit concerning latency.
The accelerating sophistication of fraud techniques demands

coordinated technological innovation among financial
institutions, regulators, and tech firms, with particular
emphasis on deployable solutions for real-time transaction
monitoring and operational risk management.

4. International Lessons and Policy
Recommendations for China’s Financial
Anti-Fraud System

4.1 Lessons from the US Dollar Anti-Fraud Framework
for RMB Internationalization

4.1.1 Strengthening Legal Foundations and Regulatory
Frameworks

In advancing the renminbi’s internationalization, leveraging
the successful anti-fraud mechanisms of the US dollar
requires prioritizing the establishment of a comprehensive and
adaptable legal framework. This framework should clearly
define liability boundaries for fraudulent activities, thereby
strengthening legal safeguards for the RMB’s global
integration.

To ensure professional and independent oversight in the
process of RMB internationalization, it is highly
recommended that a dedicated regulatory body be established
to maintain order in international markets, safeguard the
security of cross-border RMB circulation, and enhance
multilateral cooperation with international regulatory and law
enforcement agencies to combat transnational financial fraud.

4.1.2 Advancing Technological Innovation and Information
Sharing

Technological innovation and information sharing play
equally pivotal roles in enhancing the renminbi’s anti-fraud
capabilities. Drawing lessons from the US dollar anti-fraud
framework, financial institutions should be encouraged to
actively adopt cutting-edge technologies such as artificial
intelligence, big data analytics, and blockchain. These
technologies will significantly improve fraud detection
accuracy and facilitate the development of intelligent
anti-fraud systems.

Such systems must achieve real-time monitoring of
transactional activities and effective risk early-warning
mechanisms, enabling both prevention and combat against
financial fraud. Simultaneously, it is imperative to promote
the establishment of cross-sectoral, inter-departmental, and
transnational  information-sharing  mechanisms.  These
frameworks will enhance the circulation and utilization of
anti-fraud intelligence, allowing financial institutions to
respond more swiftly to potential threats and ensuring the
smooth progress of RMB internationalization.

4.1.3 Optimizing Public Education, Risk Management, and
Internal Controls

The enhancement of public education, risk management, and
internal controls constitutes an indispensable component of
RMB internationalization. Strengthening internal governance
to prevent institutional fraud represents a critical measure for
safeguarding the currency’s global reputation and credibility.
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By leveraging lessons from the US dollar anti-fraud
framework, comprehensive public awareness campaigns
should be implemented to elevate societal vigilance against
financial fraud, complemented by establishing effective
whistleblowing and incentive mechanisms.

This multifaceted approach will foster a collaborative,
society-wide defense against fraudulent activities, creating a
favorable ecosystem for RMB internationalization.
Concurrently, financial institutions must continuously refine
their risk management frameworks, with particular emphasis
on strengthening monitoring capabilities for exchange rate
volatility and credit risks. Such robust safeguards are essential
for ensuring the renminbi’s stable operation throughout its
global integration process.

4.2 Strengthening Implementation Strategies for China’s
Financial Anti-Fraud System

Confronted with increasingly sophisticated fraudulent
activities in dollar clearing systems, establishing and
reinforcing effective anti-fraud implementation strategies has
become imperative. Drawing upon international experiences
and lessons, these strategies should focus on the following key
dimensions:

4.2.1 Enhancing Effective Modern
Technological Measures

Application  of

The strategic deployment of artificial intelligence and
machine learning technologies enables real-time monitoring
and analysis of transactional data and user behavior,
facilitating the identification of anomalous patterns and
potential fraud risks. The construction of knowledge graphs
that integrate multi-source data proves instrumental in
uncovering hidden connections and relational networks
among fraudulent entities. Furthermore, the comprehensive
collection and analytical processing of diverse datasets
through big data technologies provides robust evidentiary
support for anti-fraud operations.

4.2.2 Establishing a Robust and Effective Monitoring
Framework

The implementation of real-time surveillance systems enables
continuous transaction monitoring, ensuring prompt detection
and early warning of anomalous activities. Enhanced
customer identity verification protocols, incorporating
multi-factor authentication and biometric technologies,
provide reliable assurance of authentic user identification.
Furthermore, the adoption of tiered account management
strategies facilitates targeted oversight, with intensified
monitoring and control measures applied to high-risk
accounts.

4.2.3 Comprehensive Enhancement of Financial Professionals’
Technical Competencies

Institutions shall implement regular anti-fraud training
programs encompassing fraud scheme identification,
prevention techniques, and regulatory compliance to elevate
staff expertise. Concurrently, case study analyses and
simulation exercises shall be conducted to strengthen practical

fraud response capabilities
proficiency among employees.

and emergency handling

4.2.4 Multi-Channel
Awareness

Enhancement of Customer Risk

Financial institutions shall disseminate knowledge regarding
prevalent fraud typologies and preventive measures through
diversified channels including official websites, social media
platforms, and physical branch networks. Furthermore,
targeted risk advisories shall be incorporated throughout
client transaction processes to systematically elevate
customer vigilance and risk consciousness.

4.2.5 Strengthening Collaborative Synergy Among Financial
Institutions

Financial institutions shall intensify inter-institutional
cooperation through shared fraud intelligence and case studies,
establishing an industry-wide anti-fraud database. Enhanced
coordination with law enforcement agencies including public
security and judicial departments shall ensure timely referral
of suspected fraud cases for joint prosecution of financial
crimes.  Furthermore,  strategic  partnerships  with
telecommunications providers and internet enterprises shall
facilitate comprehensive information sharing and coordinated
risk prevention mechanisms.

4.3 Policy Recommendations for Establishing a Robust
Anti-Fraud Framework in China’s Financial System

4.3.1 Strengthening Legal Frameworks and Institutional
Systems

Sound legal regulations and stringent supervisory
mechanisms constitute the foundation of effective fraud
prevention. The fundamental prerequisite for institutional
development lies in further refining financial anti-fraud
legislation to precisely define fraudulent activities, establish
clear identification criteria, and specify punitive measures.
Key components include: enhancing legal deterrence against
financial fraud; promptly amending and updating regulations
to address evolving fraud methodologies and technological
advancements.

Financial regulatory authorities must intensify oversight and
inspection of financial institutions to ensure compliance with
anti-fraud  provisions.  Institutions  should establish
comprehensive internal  risk  management  systems
encompassing customer due diligence, transaction monitoring,
and internal auditing processes. Concurrently, implementing
effective whistleblowing and incentive-discipline
mechanisms to encourage active participation from both
employees and clients represents a critical element of
institutional strengthening.

and

4.3.2 Enhancing the Framework

Strengthening Supervision

Regulatory

First, it is imperative to improve the legal and regulatory
system for financial supervision, addressing regulatory gaps
to ensure all oversight activities are firmly grounded in law
and regulation. Particular emphasis should be placed on
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timely updates to regulatory rules governing emerging
fin-tech sectors, clearly delineating compliance boundaries
for innovative financial products and services.

Second, rigorous enforcement of existing laws must be
strengthened, with strict legal penalties imposed on unlawful
financial activities to increase the cost of violations and create
powerful deterrent effects.

Third, the independence of regulatory agencies should be
enhanced to safeguard autonomous decision-making free
from external influence or interference.

Finally, adequate resource allocation—including funding and
personnel—must be secured for regulatory bodies. Sufficient
financial support is essential for building advanced regulatory
technology systems, while a core of highly skilled
professionals ensures effective oversight of complex financial
operations.

4.3.3 Establishing
Information Sharing

Institutional Standards to Promote

First, relevant government authorities should take the lead in
formulating regulatory policies for financial data sharing,
clearly defining its legality, scope, procedures, and
accountability to provide a legal foundation. Second, unified
data standards and specifications must be established to
ensure compatibility and interoperability across financial
institutions, facilitating seamless sharing and interpretation.

In implementation, robust data privacy protection
mechanisms should be created, expressly outlining data
subjects’ rights to safeguard against violations of personal
privacy and business confidentiality during sharing processes,
thereby ensuring both data security and privacy protection.

Concurrently, awareness campaigns should be conducted to
enhance financial institutions’ understanding of the critical
importance of data sharing, helping recognize its positive role
in improving industry efficiency and mitigating financial
risks.

4.3.4 Promoting Data Sharing and Encouraging Innovative
Development

On one hand, accelerated establishment of comprehensive
financial sector data-sharing mechanisms is imperative to
dismantle data silos and information barriers, enabling
efficient data exchange between financial institutions and
relevant authorities. Concurrently, unified data-sharing
standards and protocols must be formulated to ensure secure
and compliant data utilization.

On the other hand, supporting policies should be introduced to
foster collaboration between financial institutions and
technology firms in developing innovative anti-fraud
technologies and business models. Through fiscal support
measures such as funding allocations and tax incentives,
increased investment in pioneering anti-fraud initiatives will
catalyze sustained advancement in both technical capabilities
and operational methodologies for fraud prevention.
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