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Abstract

The rapid expansion of modern financial technologies (FinTech)
has generated significant economic and commercial benefits.
However, characteristics such as relative anonymity, high
transaction speed, and cross-border accessibility have
simultaneously created new and increasingly sophisticated
opportunities for money laundering and fraud, thereby
challenging conventional regulatory and enforcement
mechanisms. This study aims to identify and analyze the
challenges arising from the misuse of emerging financial
technologies in financial crimes and to propose effective
legislative and regulatory strategies for addressing these
evolving threats. The research adopts a descriptive-analytical
approach based on library research. Data were collected and
analyzed through a systematic review of authoritative scholarly
articles, specialized books, and relevant national and
international legal instruments. The findings indicate that
emerging financial technologies have significantly increased
both the complexity and the scope of money laundering and
fraud. Effective prevention and control of these crimes require a
multidimensional strategy comprising targeted legislative
reforms -such as the legal recognition of digital assets and the
criminalization of technology-enabled financial misconduct - the
development of adaptive regulatory frameworks, including
mandatory customer due diligence (Know Your Customer
(KYC)) requirements for digital platforms, and the
strengthening of international cooperation. Furthermore, the
strategic use of advanced technologies, including artificial
intelligence and blockchain analytics, is essential for improving
the detection, prevention, and investigation of financial crimes.
The study concludes that combating financial crimes facilitated
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by financial technologies requires a comprehensive, dynamic, and coordinated
framework that integrates legal modernization, intelligent regulatory oversight,
enhanced international collaboration, and the strategic deployment of innovative
technological tools to safeguard the integrity, transparency, and stability of the
financial system.
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Extended Abstract

The rapid proliferation of emerging financial technologies has transformed the global
financial services landscape while simultaneously creating sophisticated platforms for
money laundering and financial fraud, thereby challenging traditional regulatory and
enforcement mechanisms. Features inherent in these technologies - including the relative
anonymity of transactions, the rapid execution of cross-border transfers, and the
decentralized architecture of cryptocurrencies - facilitate the concealment of illicit financial
proceeds and the circumvention of conventional supervisory systems. At the same time,
increasingly sophisticated criminal techniques, such as transaction mixing, address
obfuscation, phishing, business email compromise, digital identity forgery, and deepfake-
enabled fraud, have significantly complicated the tracing of illicit financial flows, even
through advanced blockchain transaction analysis. A comprehensive review of the existing
literature indicates that, although individual aspects of these challenges have been
examined, a substantial gap remains in developing an integrated framework that
simultaneously addresses their legislative, supervisory, technological, and international
dimensions. This gap is particularly evident in the Iranian legal system, where the legal
status of cryptocurrencies remains uncertain and the 2018 Anti-Money Laundering Act
contains no provisions specifically addressing digital assets. This legislative deficiency has
facilitated criminal exploitation while limiting the availability of effective legal remedies
for victims. Accordingly, this study aims to identify and analyze the challenges arising
from the misuse of emerging financial technologies in money laundering and fraud and to
propose comprehensive countermeasures centered on legislative reform, digital regulatory
governance, and strengthened international cooperation. The research adopts a descriptive-
analytical methodology based on library and documentary sources, including legal
scholarship, peer-reviewed studies, domestic legislation, and international legal
instruments. The findings demonstrate that emerging financial technologies have
fundamentally reshaped the nature of financial crime. The defining characteristics of
cryptocurrencies - including decentralization, relative anonymity, and instantaneous cross-
border transferability - have substantially enhanced criminals' ability to conceal their
identities and disguise the origins of illicit funds. Techniques such as transaction mixing,
the use of unlicensed cryptocurrency exchanges, cryptocurrency ATM exploitation,
decentralized finance platforms, and dark web marketplaces have become effective tools
for laundering criminal proceeds. Typically, illicit assets are fragmented into numerous
micro-transactions and repeatedly transferred through multiple wallets before being merged
with other digital assets, thereby obscuring ownership trails to the extent that even
sophisticated blockchain monitoring systems encounter significant difficulties in
identifying the original source and ultimate destination of funds. The widespread use of
anonymization technologies, including the Tor network and virtual private networks,
further conceals users' identities, while methods such as exclusive cryptocurrency mining
enable illicit proceeds to be converted into seemingly legitimate mining revenues.
Likewise, cryptocurrency-based gambling and online gaming platforms provide additional
opportunities to legitimize illicit funds while bypassing conventional anti-money
laundering controls. In the sphere of fraud, cyberattacks involving phishing, identity theft,
business email compromise, and Al-assisted deepfake technologies have substantially
increased the effectiveness of financial deception by exploiting weaknesses in conventional
authentication systems. Collectively, these developments have significantly diminished the
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effectiveness of traditional investigative and supervisory approaches and necessitate a
fundamental reassessment of existing regulatory strategies. The study further demonstrates
that addressing these challenges requires a comprehensive and multidimensional regulatory
framework. From a legislative perspective, cryptocurrencies should be explicitly
incorporated within anti-money laundering legislation, while the misuse of decentralized
exchanges and decentralized finance protocols should be clearly criminalized. The legal
framework should also establish comprehensive procedures governing the seizure,
confiscation, management, and recovery of criminal digital assets. Procedurally, judicial
authorities and law enforcement agencies should be equipped with advanced blockchain
analytics, artificial intelligence, and specialized cyber-forensic capabilities to improve
investigative effectiveness. At the regulatory level, cryptocurrency exchanges should be
required to implement robust Know Your Customer (KYC) procedures, continuous
transaction monitoring, and mandatory suspicious transaction reporting. Given the
inherently transnational nature of digital financial crimes, effective international
cooperation is equally indispensable. Strengthening collaboration with international
organizations such as the Financial Action Task Force (FATF), expanding mutual legal
assistance mechanisms, and improving extradition cooperation are essential for combating
cross-border financial crime. These measures are particularly significant for Iran, where
FATF blacklisting and non-accession to international conventions such as the Palermo
Convention continue to present substantial legal and practical challenges. The findings also
highlight that emerging technologies themselves constitute an important component of the
solution. Atrtificial intelligence and machine learning significantly enhance anti-money
laundering systems by identifying complex transaction patterns, detecting anomalous
financial behavior, and improving risk assessment capabilities. Existing empirical evidence
indicates that Al-assisted anti-money laundering systems have reduced false-positive alerts
by approximately 70% while increasing the detection of high-risk transactions by nearly
30%, thereby substantially improving regulatory efficiency. The principal contribution of
this study is the development of a dynamic and integrated counter-strategy that moves
beyond the fragmented approaches adopted in previous studies. This framework
simultaneously integrates four complementary dimensions: targeted legislative reform,
intelligent risk-based digital supervision, strategic deployment of advanced technologies for
detection and prevention, and active international cooperation. By combining these
interconnected dimensions within a unified conceptual framework, the proposed model
addresses a significant gap in the existing literature and offers a more coherent strategy for
combating technology-enabled financial crime. Overall, the findings demonstrate that as
long as legal and regulatory systems continue to rely on fragmented, isolated, and reactive
responses, emerging financial technologies will remain vulnerable to criminal exploitation
despite their considerable economic and technological benefits. Effective prevention of
technology-enabled financial crime requires an integrated governance model that combines
legislative modernization, intelligent regulatory oversight, advanced technological
capabilities, and sustained international cooperation. Such a comprehensive approach not
only strengthens the capacity of legal systems to detect and prevent financial crimes but
also enhances the integrity, transparency, and resilience of the global financial system in the
digital era.
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13. Real-time Monitoring

14. Machine Learning (ML)

15. Anti-Money Laundering (AML)
16. False Positives
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17. Palermo Convention

18. Budapest Convention

19. United Nations Convention against Illicit Traffic in Narcotic Drugs and Psychotropic
Substances, Vienna, 1988.

20. United Nations Convention against Transnational Organized Crime, 2000.

21. International Convention for the Suppression of the Financing of Terrorism, 1999.
22. United Nations Convention against Corruption, Mérida, 2003.

23. Forty Recommendations of the Financial Action Task Force (FATF)
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26. Customer Due Diligence (CDD)
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