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Outline

e Correspondent Banking

e Current Policy Context

e Evolution of public interest in cross-border payments infrastructure
e Limitations of SWIFT data

* Longer run series
e Earlier reversals
e Sanctions: Iran, Russia (and China)
 AML/CFT Compliance: OFCs, Nigeria

e Getting Granular — new dataset
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SWIFT: Value, Volume of Messages; Number of Active Correspondents
Index (Jan 2011 = 100)
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Median end-to-end processing time by beneficiary region (SWIFT gpi)
Inefficiency of Cross-border Payments
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Cross Border Payments — G20 Initiative
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Explanations of Sclerosis

e Surveys

e Cost of low volume partners
e Cost of ALM/CFT compliance

e Sanctions Risks (2012 Iran, 2022 Russia/Belarus)
* Negative Real Interest Rates: Business Model



Contribution of a Longer View

 What are the underlying institutional features of the structure of the
system? Why are we here?

e Have there been reversals before?
e Can we find better/alternative data?

* How did the role of public interest in the system evolve?



Literature on Correspondent Banking

 USA  Contemporary
e Richardson (2007) e Meinster & Mohindru (1975)
e James and Weiman (2010) e Palmer (1990)
e Das, Mitchener & Vossmeyer (2018) e Lawrence & Lougee (1970)
e Mitchener & Richardson (2019) e Naughton & Chan (1998)
e Calomiris, Jaremski & Wheelock
(2019)
* International: e Currentissues:

e London: Mollen (2012), Mollen &
Michie (2012)

e Australia: Merrett (1995) Panza &
Merrett (2018) Chan (2001)

e SWIFT: Scott & Zachariadis (2014)

Gustitus, Bean & Roach (2001)
Grollman & Jutsra (2017)

von Peter & Rice (2020)

CPMI @ BIS/FSB

Borchert et al (2023)



Evolution of Oversight of SWIFT

e Repeated reviews during the design (1969-77)
e 1980s: faltering governance -> increased concern

e 1981: Group of Experts on Payments Systems

e 1982: challenge of harmonization ‘each central bank will need to assess its
own position’
e 1985: ‘neither feasible nor desirable’ (but regular meetings with Execs)

e 1990: USA General Accounting office

e Experts Study Group on Oversight: reviews of technical audits
e 1998: formalised oversight, ‘moralsuasion’ (use in RTGS, Ecu)
e 2001: US secret subpeona



Limitations with the SWIFT Data

* Only from 2011

* Values: by currency or region only

* VVolumes: Mainly Regional

e Country Level: limited range of CPMI reporters

 Multiple counting of individual payments across several partners
(especially for smaller economies)

* Includes domestic messaging (SWIFT used in RTGS)
* Not all payments need to go through SWIFT
e Staged adoption of SWIFT around the world
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Brazil and Argentina SWIFT Users (LHS) and Messages Sent (000s) RHS
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Western Europe SWIFT Users 1984-2023
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Messages Sent: Conflict Zones Middle East 1984-2011
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1984-2024

BRICs SWIFT Users
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China — CIPS RMB payments

e Uses SWIFT messaging
e 194 direct participants (c. 10 non-Chinese)

London CNH HK FX

CIPS Clearing  Market CHIPS CLS
2024 Daily

Turnover
(USS
Billion) 97 232 700 1900 7000



CIPS Value (LHS RMB bn) and Volume (RHS '000s) Transactions June
2024-May 2026
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Correspondent Banking and AML/CFT
Compliance

* FATF founded 1989, starts naming 2000
* Fine and scandal for Bank of New York 1999

e Congressional ‘Report on Correspondent Banking: a gateway for
money laundering’ 2000

e 2001 financial war on terror



Number of SWIFT Connections: selected OFCs
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Bankers Almanac July 2008



Correspondents: Bank Sepah, Tehran as published in July 2008
(designated by OFAC Jan 2007, UN March 2007, EU Apr 2007)
Delisted 2016, Relisted US 2018, UN Sept 2025



Global Correspondent Banking Data
c. 3500-4200 banks per year

Number of Correspondent

Source: Bankers Almanac, Glocobank Project



Correspondent Banking

Country Number of | Number Country Number | Number
Links of Banks of Links | of Banks Bankers Almanac:
99 29

Mauritania 7 5 . ..
60 21 Botswana 6 3 Links for Africa in 1985
48 24 MaIaV\{| o 3 Memo: SWIFT data =
m 30 10 SomeliE 6 2 South Africa only (18)
21 10 Angola 5 1
m el > Car_neroorm 2 2 Global, Granular
18 5 Guinea-Bissau 5 2
16 8 Rwanda 5 4
'Ghana 15 5 Benin 4 1
15 10 Burkina Faso 4 2
(Zambia 14 5 Djibouti 4 2
13 4 Mozambique 4 1
12 4 Gabon 3 3
m_ 9 4 Namibia 3 3
Burundi | 8 4 Togo 3 2
8 3 Central African 2 1
Republic
8 7 Mali 2 2
Ethiopia | 7 3 Niger 1 1



Iran — Top Reported Correspondent Banking Links

1990 11995 12000 12005 12007
288 320 390 337

Dubai 73
% 23 20 32 2%
21
20 22 23 27 19
Zurich 12 13 12 20 13
Dhaka 11
15 19 21 29

18

Paris 15 19 15

Brussels 14
[ 12

Milan 17 15

Top 7 Share of Total 63 39 33 39 36

(%)



1990 Location of correspondent banking links of banks in Iran




1995 Location of correspondent banking links of banks in Iran




2000 Location of correspondent banking links of banks in Iran




2005 Location of correspondent banking links of banks in Iran
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2007 Location of correspondent banking links of banks in Iran




Summary and Conclusions

e Central Bank role in SWIFT was contested from 1960 onward
* There have been reversals before
e Impact of earlier AML/CFT compliance intensity

 SWIFT data inadequate measure of correspondent banking networks

* Longer run
e Peripheral economies

* Fragmentation of payments systems: limited so far? biased against
smaller economies?
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