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 The misuse of Special Purpose Vehicles (SPVs) in international 

business has emerged as a significant risk in global money laundering 

schemes. This study explores the mechanisms, risk factors, and 

regulatory challenges associated with SPVs, emphasizing their dual 

role as legitimate financial instruments and potential tools for illicit 

financial activities. A comprehensive literature review highlights key 

vulnerabilities, including opaque ownership structures, jurisdictional 

arbitrage, and regulatory inconsistencies. The findings underscore the 

necessity of enhanced transparency, international collaboration, and 

technological adoption to mitigate these risks. Proposed strategies 

include mandating beneficial ownership disclosure, leveraging 

blockchain and artificial intelligence for transaction monitoring, and 

strengthening global anti-money laundering (AML) frameworks. By 

addressing these challenges, this study contributes to safeguarding the 

integrity of financial systems and promoting ethical practices in 

international business. 
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1. INTRODUCTION  

Money laundering is a significant 

threat to the global financial system, with 

Special Purpose Vehicles (SPVs) being a well-

known tool to hide illicit funds. SPVs, while 

serving legitimate purposes such as risk 

isolation and tax optimization, can also 

facilitate money laundering due to their non-

transparent and cross-jurisdictional nature 

[1]. In money laundering mechanisms 

through SPVs, perpetrators often use layering 

and integration methods to obscure the origin 

of funds through complex financial structures 

[2], [3]. In addition, SPVs can exploit 

regulatory gaps across different jurisdictions, 

enabling the manipulation of transactions 

without raising suspicion [4]. The detection 

challenge is further complicated by the 

complex ownership structure of SPVs, which 

makes it harder for authorities to trace illicit 

funds [5]. The rise of financial technology and 

digital platforms also makes money 

laundering easier, as these technologies can be 

integrated into SPV operations to enhance 

anonymity [2], [3]. 

The role of Special Purpose Vehicles 

(SPVs) in international business is critical, 
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particularly in facilitating cross-border 

investments, but their complexity and 

potential exploitation in money laundering 

raises serious concerns. The lack of strict 

regulatory oversight in certain jurisdictions 

allows criminals to obscure the origin of 

funds, undermining global anti-money 

laundering (AML) efforts. SPV vulnerabilities 

include complex legal structures that make it 

difficult for regulators to track illicit activity 

[6], [7] as well as regulatory gaps resulting 

from non-compliance with international 

standards such as the FATFvv. International 

cooperation through legal frameworks such 

as the Palermo Convention aims to improve 

collaboration between countries, although 

implementation has not been consistent 

(Stessens, 2000). Financial intelligence units, 

such as PPATK in Indonesia, play an 

important role in analyzing information to 

combat money laundering [8]. The adoption 

of international auditing standards can also 

increase transparency, making it harder for 

illicit funds to enter the legitimate economy 

[9], while the convergence of financial 

technology and auditing standards 

strengthens efforts against money laundering 

through improved traceability and 

compliance [4]. 

The globalization of financial markets 

and the rise of digital technologies have 

significantly complicated the detection and 

prevention of money laundering, particularly 

through Special Purpose Vehicles (SPVs). The 

digitization of financial transactions creates 

complex networks that are difficult to 

monitor, allowing money laundering 

techniques to flourish [10], while the sheer 

volume of data generated overloads 

traditional rule-based systems that are 

overwhelmed in detecting suspicious activity 

[11]. Technology-based solutions offer 

innovative approaches to address these 

challenges. Artificial intelligence (AI) enables 

real-time suspicious activity detection, 

reducing false positives and improving 

regulatory compliance [12]. Graph databases 

help model complex relationships in financial 

networks, making anomaly detection and 

customer due diligence easier [10]. Cloud 

technology provides scalable solutions that 

support financial institutions in adapting to 

evolving risks and regulatory demands [12], 

[13]. 

Regulatory frameworks, while 

comprehensive in some areas, often struggle 

to address the dynamic and diverse nature of 

these schemes. Therefore, there is an urgent 

need for in-depth analysis and international 

cooperation to effectively mitigate these risks. 

This paper seeks to analyze the risks of money 

laundering through SPVs in the context of 

international business by conducting a 

literature review of existing research. It aims 

to identify key vulnerabilities, explore the 

mechanisms used by money launderers, and 

evaluate the challenges faced by regulators in 

mitigating these risks. In addition, the 

research also provides insights into 

strengthening AML frameworks and 

promoting transparency in the global 

financial system. By addressing these issues, 

this paper contributes to the broader 

discourse on ensuring the sustainability and 

integrity of international business operations.  

 

2. LITERATURE REVIEW  

2.1 Special Purpose Vehicle (SPV): Definition 

and Function 

The use of Special Purpose Vehicles 

(SPVs) presents a complex duality in financial 

practice, serving a legitimate purpose while 

potentially being abused. SPVs are designed 

to isolate financial risk and enhance 

investment security, but their flexibility and 

confidentiality also open up opportunities for 

abuse, such as money laundering and tax 

evasion. In their legitimate function, SPVs 

effectively separate financial risks from the 

parent organization, protecting investors and 

stakeholders [14], play an important role in 

asset securitization to create innovative 

financial products that meet market demand 

[14], and support the financing of high-risk 

projects through structured finance 

arrangements that promote economic 

development [15], [16]. However, the 

potential for abuse is also significant, as the 

lack of transparency in ownership structures 
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obscures accountability, thereby facilitating 

illegal activities [15]. In addition, the global 

nature of SPVs facilitates tax evasion and 

money laundering through jurisdictions with 

varying regulatory standards. 

2.2 Mechanisms of Money Laundering 

through SPVs 

The use of Special Purpose Vehicles 

(SPVs) in money laundering involves a 

multifaceted process that takes place in three 

stages: placement, layering and integration. 

At the placement stage, the SPV serves as a 

conduit for illicit funds, allowing criminals to 

introduce money into the financial system 

undetected, often by exploiting regulatory 

loopholes in tax havens [3]. The Financial 

Services Authority often investigates these 

activities, especially if they are related to 

banking crimes [19]. In the layering stage, 

criminals create complex financial 

transactions through SPVs to complicate the 

tracing of funds, often involving multiple 

jurisdictions that impede supervision and 

enforcement [3], [5]. At the integration stage, 

SPVs allow coated funds to enter the 

economy, making them indistinguishable 

from legitimate funds [1], [19]. The 

effectiveness of international legal 

frameworks, such as the FATF 

recommendations, is crucial in combating this 

stage, although inconsistencies remain [3]. 

  
Figure 1. SPV Framework 

2.3 Regulatory Challenges 

Regulatory authorities face 

significant challenges in monitoring Special 

Purpose Vehicles (SPVs) due to their non-

transparent nature and cross-border 

operations. The lack of uniformity in global 

Anti-Money Laundering (AML) regulations 

allows money launderers to exploit 

jurisdictions with weak oversight, as 

highlighted by Sharman (2019). Furthermore, 

the rapid pace of financial innovation often 

outpaces regulatory capabilities, complicating 

the detection of sophisticated money 

laundering schemes involving SPVs. 

Differences in AML regulations between 

jurisdictions create loopholes for illicit activity 

[20], while complex SPV structures obscure 

ownership and fund flows, making 

supervision difficult [21]. The Financial 

Action Task Force (FATF) has advocated for 

increased international cooperation and 

stricter transparency requirements, although 

implementation remains inconsistent. 

Technologies such as blockchain can increase 

transparency and automate compliance 

processes, reducing regulatory risk [20], [22]. 

Advanced AI and machine learning systems 

can also detect risks in real-time, improving 

operational efficiency and reducing fraud 

[23]. International cooperation between 

regulatory agencies is crucial to address the 

cross-border nature of SPVs and unify 

regulatory standards [24]. 

2.4 The Role of Technology in Mitigating Risk 

Technological advances, particularly 

blockchain and artificial intelligence (AI), 

offer significant opportunities to enhance 

anti-money laundering (AML) efforts through 

Special Purpose Vehicles (SPVs) by 

improving transparency, traceability, and 

detection of suspicious activity in financial 

transactions. Blockchain technology, through 

its immutable ledger, increases transparency 

of transactions, makes it difficult for illicit 

activity to go undetected, and enables better 

tracking of the flow of funds, which is 

important in identifying money flows in SPVs 

[25]. AI can analyze large data sets to identify 

anomalous transaction patterns that 

traditional methods may miss [25], [26] as 

well as provide real-time monitoring, reduce 

false positives, and improve the efficiency of 

AML processes [25], [27]. However, 

challenges in the adoption of these 

technologies include high costs that often 

require large investments, a shortage of 

professionals skilled in managing AI systems, 

and resistance to change in financial 
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institutions due to established practices and 

regulatory constraints [12], [28]. 

 

2.5 Gaps in the Literature 

While existing studies provide 

valuable insights into the risks associated 

with SPVs, several gaps remain. First, there is 

limited empirical data on the prevalence of 

money laundering through SPVs in specific 

industries or regions. Second, most studies 

focus on developed countries, and ignore 

vulnerabilities in emerging markets. Third, 

the effectiveness of the current AML 

framework in addressing SPV-related risks 

has not been thoroughly evaluated. 

Addressing these gaps is critical to 

developing a more robust strategy to combat 

money laundering.  

 

3. METHODS  

3.1 Research Design 

The research employs an exploratory 

design to uncover patterns, themes, and 

insights from existing literature, focusing on 

secondary data sources to examine the 

mechanisms, vulnerabilities, and regulatory 

challenges associated with Special Purpose 

Vehicles (SPVs) and their potential misuse for 

money laundering. The findings are 

synthesized to identify gaps and propose 

recommendations for mitigating these risks. 

Data for the study is collected from multiple 

reputable sources, including peer-reviewed 

journals such as the Journal of Financial 

Crime, International Business Review, and 

Journal of Money Laundering Control; 

regulatory reports from global organizations 

like the Financial Action Task Force (FATF), 

International Monetary Fund (IMF), and 

World Bank; industry publications including 

white papers and reports by leading financial 

institutions and consulting firms; and 

foundational texts and recent books 

addressing SPVs, money laundering, and 

international business practices. The data 

collection utilized databases such as Google 

Scholar with keywords like "money 

laundering," "special purpose vehicles," 

"international business," "anti-money 

laundering," and "regulatory challenges." 

To ensure the relevance and quality of 

the data, this study applied specific criteria for 

inclusion and exclusion. Inclusion criteria 

encompassed studies published in English 

within the last 15 years, articles and reports 

focusing on Special Purpose Vehicles (SPVs) 

in the context of money laundering and 

international business, and publications from 

credible, peer-reviewed sources. Exclusion 

criteria included studies focusing exclusively 

on unrelated financial instruments or sectors, 

duplicative content or non-scholarly articles, 

and publications lacking sufficient 

methodological rigor. 

3.2 Data Analysis 

Thematic analysis was employed to 

identify recurring patterns and insights 

within the selected literature through a 

systematic process. This involved coding and 

categorizing key themes such as the misuse of 

SPVs, regulatory loopholes, and technological 

solutions; comparing and synthesizing 

insights from multiple studies to highlight 

similarities, differences, and emerging trends; 

and critically evaluating the credibility, 

relevance, and limitations of each source to 

ensure a robust and comprehensive analysis. 

 

4. RESULTS AND DISCUSSION  

4.1 Misuse of SPVs in Money Laundering 

Special Purpose Vehicles (SPVs), 

originally designed for legitimate purposes 

such as asset securitization and risk isolation, 

have evolved into a preferred tool to facilitate 

money laundering due to their structural and 

operational characteristics. Structurally, SPVs 

often have complex ownership arrangements, 

involving subsidiaries, shell companies, and 

offshore accounts that obscure the identity of 

the true beneficiaries, making it difficult for 

regulators to trace the origin and ownership 

of funds [26]. The use of offshore accounts 

exacerbates the situation, as noted by Zucman 

(2015), that tax havens combined with SPVs 

enable a layering stage of money laundering, 

disguising illicit funds as legitimate financial 

flows [15]. Jurisdictional arbitrage is 
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becoming a key tactic whereby criminals set 

up SPVs in tax havens or jurisdictions with lax 

regulations, exploiting these differences to 

transfer funds across borders undetected, 

thus complicating law enforcement efforts 

[29], [30]. Anonymity mechanisms are further 

reinforced through the use of nominal 

directors and shareholders, which while legal 

in many jurisdictions, are often manipulated 

to hide true ownership behind illicit activities 

[31]. 

4.2 Risk Factors Related to SPVs in Money 

Laundering 

The misuse of Special Purpose 

Vehicles (SPVs) for money laundering is 

significantly affected by systemic 

vulnerabilities, particularly weak regulatory 

frameworks. Developing countries often lack 

robust anti-money laundering (AML) 

measures, creating an environment where 

illicit financial activities can flourish without 

adequate oversight. This situation is 

exacerbated by the ineffective application of 

international AML standards, as highlighted 

by the Financial Action Task Force (FATF) 

[32], [33]. Limited law enforcement in 

developing countries allows criminals to 

exploit SPVs with minimal risk of detection 

[32]. In addition, financial institutions' 

compliance with AML regulations is often 

weak, which can damage reputations and 

incur financial penalties [3], [34]. Jurisdictions 

with lax regulations become safe havens for 

illicit financial flows, facilitating money 

laundering through SPVs [32], while the rise 

of digital commerce introduces new pathways 

for money laundering, complicating the 

regulatory response [35], [36]. 

The interconnectedness of global 

financial markets and the complexity of 

structured finance products significantly 

complicate the monitoring of Special Purpose 

Vehicle (SPV) abuse. This complexity allows 

for the rapid transfer of funds across 

jurisdictions, often obscuring the origin of 

funds and posing major challenges for 

regulators and financial institutions. SPVs are 

often embedded in structured products such 

as Collateralized Debt Obligations (CDOs) 

and Asset-Backed Securities (EBAs), which 

can hide illicit activity. Criminals utilize the 

complexity of these instruments to integrate 

laundered funds into the legitimate financial 

system, completing the money laundering 

cycle [37]. Regulatory challenges arise from 

the lack of strict regulations and the rapid 

pace of transactions, hampering effective 

monitoring and enforcement efforts [38], [39]. 

The complexity of the regulatory framework 

and the need for accurate transaction 

reporting also make it difficult for financial 

institutions to meet compliance [38], [40]. 

Illicit Financial Flows (IFF) create opacity in 

the financial system, especially when 

combined with unregulated cryptocurrencies, 

complicating the tracking of the origin of 

funds [37]. Geographical factors and trading 

relationships compound these difficulties, 

demanding cross-border coordination as well 

as greater transparency in financial reporting 

[37], [41]. 

4.3 Regulatory Challenges in Addressing SPV 

Abuse 

The regulatory landscape to combat 

Special Purpose Vehicle (SPV) abuse faces 

significant challenges, primarily due to 

inconsistent Anti-Money Laundering (AML) 

standards across jurisdictions. These 

inconsistencies create loopholes that can be 

exploited, with varying reporting 

requirements and enforcement capabilities 

hindering effective compliance. Different 

countries have different requirements for 

beneficial ownership disclosure, leading to a 

lack of transparency in SPV operations, while 

the absence of uniform penalties for non-

compliance allows exploitation of 

jurisdictions with weaker regulations [42]. 

Furthermore, regulatory agencies, especially 

in developing countries, often lack the 

resources and expertise to monitor the 

complex financial structures associated with 

SPVs, exacerbated by inadequate inter-agency 

cooperation and uneven resource allocation 

[25], [42]. Criminals are also increasingly 

using advanced technologies, such as 

cryptocurrencies, to obfuscate their activities, 

going beyond the current regulatory 

framework [43]. This rapid evolution of 

money laundering methods demands 
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adaptive regulatory strategies that utilize data 

analytics and AI for real-time monitoring and 

compliance [44]. 

 

4.4 Case Studies and Real World Examples 

The misuse of SPVs for money 

laundering is not only a theoretical issue but 

also a proven reality, as demonstrated by 

several high-profile cases. The Panama Papers 

and Danske Bank scandals revealed 

significant systemic vulnerabilities in the 

global anti-money laundering (AML) 

framework, particularly regarding the use of 

Special Purpose Vehicles (SPVs) and offshore 

entities for illicit financial activities. The 

Panama Papers case exposed how SPVs are 

often used to obscure ownership and facilitate 

tax evasion, with many high-profile 

individuals and companies exploiting these 

entities to hide wealth [45]. The Danske Bank 

scandal showed how billions of US dollars 

were funneled through branches in Estonia, 

highlighting the exploitation of SPVs to avoid 

regulatory oversight [46]. Law firms and 

banks play a key role in setting up and 

managing these offshore entities, often 

prioritizing profits over compliance with 

AML regulations [45]. Weak due diligence 

practices by these intermediaries further 

complicate enforcement [47]. The scandals 

also damaged the reputation of countries like 

Panama, which faced negative impacts on 

sectors like tourism due to their blacklisting 

and poor public perception [48]. These 

systemic weaknesses emphasize the need for 

a re-evaluation of global financial regulations 

to prevent similar abuses in the future [49] 

4.5 Technology's Role in Mitigating Risk 

The integration of blockchain 

technology, artificial intelligence (AI), and 

advanced Know Your Customer (KYC) 

systems provides a robust framework to 

combat money laundering through Special 

Purpose Vehicles (SPVs). Blockchain, with its 

immutable ledger, ensures transparency of 

financial transactions and improves 

traceability, allowing regulators to effectively 

track the flow of funds [50], [51]. AI and 

machine learning support big data analysis to 

identify patterns indicative of money 

laundering, improving detection accuracy 

and reducing false positives by adapting to 

evolving fraud tactics [27], [51], [52]. 

Advanced KYC systems that use biometric 

and digital identity verification strengthen 

due diligence processes, ensure the legitimacy 

of beneficial owners, and mitigate the risk of 

SPV exploitation for illicit activities [27], [53]. 

4.6 Proposed Strategies to Mitigate SPV 

Abuse 

To mitigate the risks associated with 

Special Purpose Vehicles (SPVs) in money 

laundering, a number of strategies can be 

effectively implemented. Transparency can be 

improved through mandatory disclosure of 

beneficial ownership and centralized record 

keeping, which helps to reduce anonymity 

and increase accountability [54]. 

Governments should require disclosure of 

beneficial ownership information and 

establish a centralized register for beneficial 

owners to prevent SPVs from being misused 

in illicit activities [54]. International 

cooperation is also key, with collaboration 

through international bodies such as the 

Financial Action Task Force (FATF) to 

harmonize anti-money laundering (AML) 

standards and facilitate information exchange 

across jurisdictions [3]. Better communication 

between member states can aid timely 

responses to suspicious activity [3]. In 

addition, capacity building of regulators 

through investment in resources, training and 

technology is essential to monitor complex 

financial structures [35]. Partnerships with 

industry can strengthen enforcement 

mechanisms against SPV abuse [54], [55]. 

Encouraging ethical practices is also crucial, 

with financial institutions expected to adopt 

ethical guidelines to build a culture of 

accountability, while government oversight 

ensures compliance with ethical standards 

[52] 

4.7 Implications for International Business 

The misuse of SPVs for money 

laundering not only undermines regulatory 

efforts but also has broader implications for 

international business. Companies that rely 

on SPVs for legitimate purposes face 

reputational risks when these entities are 
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associated with illicit activities. Furthermore, 

the erosion of trust in financial institutions 

and regulatory systems can deter investment 

and hinder economic growth. 

4.8 Limitations and Future Directions 

While this study provides valuable 

insights into the risks of SPV misuse, several 

limitations must be acknowledged. The 

reliance on secondary sources restricts the 

ability to provide empirical evidence specific 

to certain regions or industries. Additionally, 

much of the existing literature focuses on 

developed economies, leaving gaps in 

understanding the vulnerabilities present in 

emerging markets. Furthermore, the dynamic 

nature of money laundering techniques 

necessitates continuous research to keep pace 

with evolving threats. Future studies should 

aim to address these limitations by 

conducting empirical research and exploring 

the role of emerging technologies in 

combating money laundering. 

 

5. CONCLUSION 

This study underscores that while 

SPVs play a vital role in international 

business, their structural flexibility and cross-

border operations make them susceptible to 

misuse for money laundering. The findings 

reveal key mechanisms of exploitation, 

including opaque ownership structures, 

jurisdictional arbitrage, and their integration 

into complex financial instruments. Despite 

ongoing regulatory efforts, challenges such as 

inconsistent global AML standards, resource 

limitations, and the rapid evolution of 

laundering techniques persist. To address 

these vulnerabilities, the study proposes 

actionable strategies, including mandatory 

disclosure of beneficial ownership, fostering 

international cooperation, and leveraging 

advanced technologies like blockchain and 

artificial intelligence. Enhancing regulatory 

capacity and promoting ethical practices 

within financial institutions are also essential 

in combating SPV-related money laundering. 

The misuse of SPVs not only threatens the 

integrity of financial systems but also 

undermines trust and sustainability in 

international business. Implementing these 

strategies can help policymakers and 

stakeholders mitigate risks, strengthen global 

financial governance, and ensure a 

transparent system that supports economic 

stability and ethical practices.
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