Currency Threshold Transactions in a Digital Economy: Rethinking Their Usefulness
Introduction

Currency threshold transactions have long been a cornerstone of anti-money laundering (AML) regulations
worldwide. The requirement for financial institutions to report large cash transactions above a specified
threshold aims to detect illicit financial activity and promote transparency. However, in an increasingly digital
economy, where electronic payments dominate, the effectiveness and necessity of such reporting
mechanisms are being questioned.

This paper explores the global standards for currency transaction reporting (CTR) under the Financial Action
Task Force (FATF) framework, compares jurisdictions with and without currency reporting thresholds, and
examines recent regulatory shifts, such as the Financial Crimes Enforcement Network’s (FInCEN) move to
lower record-keeping thresholds along certain U.S. geographic corridors. Additionally, this paper evaluates
the argument for increasing the CTR threshold in the U.S. and critically assesses whether threshold-based
reporting remains an effective tool for detecting suspicious activity in an economy where cash usage is
diminishing. Finally, the paper provides recommendations on adapting AML strategies to align with evolving
financial realities.

Currency Transaction Reporting Under FATF Standards

The FATF, the global standard-setter for AML and counter-terrorist financing (CFT) regulations, mandates
the reporting of large cash transactions as part of its recommendations to combat financial crime.
Specifically, Recommendation 10 of the FATF framework requires financial institutions to apply due diligence
and record-keeping measures for transactions above a designated threshold, typically USD$10,000 or its
equivalent in other currencies. The rationale is that large cash transactions are often used to launder illicit
funds or finance terrorism due to their anonymous and untraceable nature.

Moreover, FATF encourages member countries to implement Currency Transaction Reports (CTRs) to flag
high-value cash transactions. The information collected through CTRs allows financial intelligence units
(FIUs) to identify potential money laundering patterns and generate leads for further investigation. Despite
these long-standing requirements, emerging economic and technological trends necessitate a reevaluation
of their relevance in a digital age.

Jurisdictional Comparison of Currency Reporting Thresholds

AML regulations vary across jurisdictions, with some countries mandating currency transaction reporting
thresholds and others relying solely on suspicious activity reporting (SAR).

Jurisdictions with Currency Reporting Thresholds
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Countries like the United States, Canada, Australia, and the European Union require financial institutions to
report cash transactions above a certain threshold:

e United States: The Bank Secrecy Act (BSA) requires banks to report transactions exceeding
USD$10,000 via CTRs.

o Canada: Under the Proceeds of Crime (Money Laundering) and Terrorist Financing Act (PCMLTFA),
financial institutions must report cash transactions of CAD$10,000 or more.

e Australia: The Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (AML/CTF Act)
requires reporting of cash transactions exceeding AUD$10,000.

e European Union: Under the EU’s Sixth Anti-Money Laundering Directive (6AMLD), member states
set their own reporting thresholds, typically around EURE10,000.

Jurisdictions Without Currency Reporting Thresholds

Some jurisdictions, such as the United Kingdom, do not have a fixed currency reporting threshold. Instead,
they rely primarily on Suspicious Activity Reports (SARs), where financial institutions report transactions
they deem unusual or suspicious, regardless of the transaction size. This model focuses on transaction
behavior rather than predefined thresholds, aligning with a risk-based approach to AML compliance.

This disparity in global approaches raises questions about the effectiveness of fixed cash transaction
thresholds in detecting illicit financial activity.

FinCEN's Lowering of Record-Keeping Thresholds and U.S. Banks' Push for Higher CTR Limits
FinCEN’s Geographic Targeting Order (GTO) and Lowered Record-Keeping Thresholds

To curb fillicit financial flows along the U.S.-Mexico border, FInCEN implemented a Geographic Targeting
Order (GTO) lowering record-keeping thresholds from USD$3,000 to USD$200 for certain transactions in
California and Texas. This measure applies primarily to money services businesses (MSBs) and aims to
disrupt drug cartels and human trafficking networks that rely on small cash deposits and structured
transactions to evade detection.

Push for Increasing the CTR Threshold to USD$75,000

Conversely, U.S. banks have lobbied for an increase in the CTR threshold from USD$10,000 to USD$75,000,
arguing that inflation and the declining use of cash make the current limit outdated and burdensome. Many
financial institutions contend that the majority of CTRs filed today have little to no value for law enforcement,
resulting in compliance costs without meaningful AML benefits.
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These conflicting regulatory developments highlight the evolving debate over the role of currency transaction
reporting in financial crime detection.

Evaluating the Effectiveness of Currency Threshold Reporting
Merits of Currency Threshold Reporting

Proponents of CTRs argue that these reports remain a valuable tool for law enforcement and financial
intelligence units by:

o Identifying Large-Scale Money Laundering Operations: CTRs help flag bulk cash smuggling,
structured deposits, and illicit financial flows.

e Providing Data for Suspicious Activity Analysis: FIUs can analyze CTR filings for trends and link them
to other indicators of illicit activity.

o Deterring Criminals from Using Cash: The requirement to report large cash transactions discourages
criminals from using traditional banking channels.

Shortcomings of Currency Threshold Reporting
However, critics argue that:

e Bulk CTR Filings Create "Noise": The sheer volume of CTRs can overwhelm regulatory agencies,
making it difficult to distinguish truly suspicious activity from legitimate transactions.

e Cash is No Longer the Preferred Medium for Financial Crime: Criminals increasingly use digital
payment methods, cryptocurrencies, and trade-based money laundering, reducing the relevance of
cash transaction monitoring.

o Compliance Costs Outweigh Benefits: Banks spend significant resources filing CTRs, yet law
enforcement rarely finds actionable intelligence from most reports.

The Redundancy of Cash Transaction Reporting in a Digital Economy

With the rise of digital transactions, the necessity of cash transaction reporting is diminishing. Key factors
contributing to this redundancy include:

e Increased Use of Digital Payments: Credit cards, wire transfers, and mobile banking dominate
financial transactions, making cash-based crime detection less critical.

o Growth of Cryptocurrencies: Criminals favor digital assets like Bitcoin, which offer anonymity without
physical cash handling.
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o Advancements in Artificial Intelligence (Al) and Transaction Monitoring: Al-driven AML tools can
detect anomalies in financial transactions more effectively than static cash thresholds.

o Shift Towards Risk-Based AML Approaches: Many jurisdictions now prioritize behavioral transaction
analysis over rigid reporting requirements, leading to more targeted and effective AML enforcement.

Given these trends, regulatory frameworks should adapt to focus on emerging financial crime risks rather
than maintaining outdated cash transaction thresholds.

Recommendations for the Future of AML Compliance

Based on the analysis above, the following recommendations can improve the effectiveness of AML
measures in a digital economy:

1. Shift from Fixed Threshold Reporting to Suspicious Activity-Based Monitoring: Jurisdictions should
follow the UK model, relying more on SARs rather than rigid CTR thresholds.

2. Increase the U.S. CTR Threshold to Reflect Inflation: Raising the reporting limit to at least
USD$50,000-75,000 would reduce compliance burdens without significantly impacting law
enforcement efforts.

3. Enhance Digital Transaction Monitoring: Regulatory agencies should prioritize real-time monitoring
of digital payments, cryptocurrencies, and alternative financial channels.

4. Reduce CTR Filings While Strengthening Al-Driven AML Analysis: Al and machine learning can
provide more accurate detection of illicit transactions than large-volume CTR reporting.

Conclusion

While currency threshold transaction reporting has historically played a vital role in AML compliance, its
relevance is waning in an increasingly digital financial landscape. Regulatory bodies should rethink the
necessity of rigid CTR requirements and shift toward more dynamic, technology-driven AML approaches.
By modernizing compliance frameworks, financial institutions and regulators can more effectively combat
financial crime without imposing unnecessary burdens on legitimate businesses.

Fabian E. Sanchez, JP | LinkedIn
CIPM, Intl. Dip. AML, CAMS, CIRM, MBA, BBA
fsanchez@fabian-sanchez.com

Page 4 of 4


https://www.linkedin.com/in/fabianesanchez/
mailto:fsanchez@fabian-sanchez.com

