
Ph.D - Research Proposal 

 

Building Counter Party Library for An5-Money Laundering Detec5on 

 

Introduc*on 

In the Financial Crimes Technology, it has become impera7ve that there needs to be effec7ve 

monitoring mechanism to find rela7onship between customers of financial ins7tu7ons and the 

counterparty they are involved with. This establishes lots of hidden possibili7es to iden7fy effec7ve 

Customer Risk, Network of rela7onships between different en77es effec7vely. A core aspect of AML 

detec7on lies in monitoring and analyzing financial transac7ons for suspicious paGerns, oHen linked to 

money laundering ac7vi7es. One of the key challenges in this process is the iden7fica7on of high-risk 

counterpar7es involved in poten7ally illicit transac7ons. Building a comprehensive Counterparty Library 

(CPL) that integrates both structured and unstructured data can significantly enhance the detec7on of such 

ac7vi7es. 
 

Problem Statement 

Despite the advancements in transac7on monitoring systems, financial ins7tu7ons s7ll face 

challenges in accurately iden7fying and assessing counterpar7es involved in money laundering ac7vi7es. 

Current AML systems oHen struggle with incomplete or inconsistent counterparty data, leading to false 

posi7ves, missed connec7ons, or ineffec7ve risk assessment. Without a well-curated Counterparty Library, 

which aggregates various data points like transac7on histories, geographical data, industry specifics, and 

more, detec7ng complex laundering schemes remains inefficient and prone to error. 

 

Data Collec*on:  

The ini7al phase will focus on collec7ng relevant data from financial ins7tu7ons, regulatory bodies, 

and other trusted sources. This includes transac7onal records, en7ty iden7fiers, geographical risk factors, 

and historical risk assessments 
 

Objec*ves 

• Develop a comprehensive Counterparty Library (CPL) that centralizes data from mul7ple sources 

to enhance the iden7fica7on and analysis of high-risk en77es. 

• Integrate risk scoring mechanisms to evaluate counterparty risk using historical transac7on data, 

financial profile, jurisdic7onal risks, and related par7es. 

• Improve the accuracy and efficiency of AML detec7on by providing a robust database of 

counterpar7es with real-7me risk assessment tools. 

• Facilitate improved repor7ng for regulatory bodies by providing detailed counterparty profiles that 

aid in suspicious ac7vity inves7ga7ons. 
 

Preliminary Analysis 
 

Risk Scoring 

Counterpar7es will be evaluated based on established risk indicators such as the volume of 

transac7ons, jurisdic7ons involved, past legal viola7ons, and network connec7ons with high-risk 

en77es. Machine learning algorithms will be leveraged to automate this scoring system. 
 

Data Integra*on and Matching:  

A key aspect of the CPL will be integra7ng data from diverse sources, ensuring accurate en7ty 

matching, and flagging poten7al risks based on past transac7onal behavior and rela7onships 

with known suspicious en77es. 



 

Methodology 
 

Data Acquisi*on:  

Gather data from public and private sources, including financial transac7ons, regulatory filings, 

and KYC (Know Your Customer) profiles. 

Risk Scoring Algorithm: Develop a dynamic scoring model using machine learning to rate 

counterparty risk based on factors like transac7on paGerns, geographical loca7on, legal risk, and 

associated networks. 
 

CPL Database Development:  

Create a centralized, searchable library where counterpar7es are categorized, and their associated 

risks are updated in real-7me. 
 

Tes*ng and Valida*on:  

Use historical case studies and real-world data to test the effec7veness of the Counterparty Library. 

Evaluate the accuracy of risk assessments and the reduc7on of false posi7ves in AML detec7on 

systems. 
 

Conclusion 

The proposed Counterparty Library for An7-Money Laundering Detec7on will significantly 

enhance the effec7veness of AML systems by providing a robust, real-7me, and data-driven framework for 

assessing counterparty risk. By centralizing relevant informa7on, automa7ng risk assessment, and enabling 

beGer iden7fica7on of high-risk en77es, the CPL will help financial ins7tu7ons comply with regulatory 

requirements and beGer protect the financial system from illicit ac7vi7es. Furthermore, this system could 

contribute to the broader fight against financial crime by offering a scalable solu7on that adapts to 

emerging trends in money laundering ac7vi7es. 


