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Abstract

Purpose: This study examined the effect of forensic accounting techniques on money laundering detection in listed
commercial banks in Nigeria from 2015 to 2025. Specifically, the study investigated the influence of financial
statement analysis, data mining and digital analysis, fraud investigation, and transaction tracing on money
laundering detection.

Methodology: The study adopted a quantitative research design and relied on secondary data obtained from the
annual reports and financial statements of selected listed commercial banks in Nigeria. Data collected were
analyzed using descriptive statistics, correlation analysis, and multiple regression techniques.

Results and Conclusion: The findings revealed that financial statement analysis, data mining and digital analysis,
fraud investigation, and transaction tracing have significant effects on money laundering detection in listed
commercial banks in Nigeria. The study concluded that forensic accounting techniques significantly improve the
detection and prevention of money laundering activities in the Nigerian banking sector.

Implication of Findings: The study implies that the adoption of advanced forensic accounting practices enhances
financial transparency, strengthens internal control systems, and improves the ability of banks to detect suspicious
financial transactions and financial crimes.

Keywords: Forensic accounting, money laundering detection, fraud investigation, transaction tracing, listed
commercial banks..

1. Introduction

The banking sector plays a crucial role in the economic development of every nation by facilitating
financial intermediation, mobilizing savings, and providing credit to individuals and organizations.
Through these activities, banks promote investment, support business expansion, and contribute to
overall economic growth. In Nigeria, the banking industry constitutes a major component of the financial
system, providing essential financial services to individuals, businesses, and government institutions.
However, the rapid growth of banking operations and the adoption of modern financial technologies
have increased the complexity and volume of financial transactions, thereby making the sector more
vulnerable to financial crimes such as corruption Okoye & Gbegi, 2019; Umar & Olatunji, 2022).

In response to the increasing occurrence of financial crimes, forensic accounting has emerged as a
specialized investigative tool for detecting and preventing financial irregularities. Forensic accounting
involves the application of accounting, auditing, and investigative skills to examine financial records in
order to identify fraud and provide evidence for legal proceedings (Okoye & Gbegi, 2019). By combining
accounting expertise with investigative techniques, forensic accountants are able to analyze complex
financial transactions, detect suspicious financial patterns, and trace illicit financial flows within
organizations and financial institutions (Bhasin, 2020; Akinbowale, Klingelhofer, & Zerihun, 2020).

Money laundering, which is one of the most common financial crimes associated with the banking sector,

involves disguising the origin of illegally obtained funds in order to make them appear legitimate.
Criminals often channel funds obtained from activities such as corruption, cybercrime, drug trafficking,
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and terrorism financing through financial institutions to conceal their sources. The process typically
occurs in three stages: placement, layering, and integration, which allow illicit funds to be gradually
incorporated into the legitimate financial system (Albrecht et al., 2019; Okafor & Eze, 2021).

Globally, money laundering has become a serious concern because of its negative impact on financial
system stability, economic development, and national security. The globalization of financial markets
and the increasing use of digital financial systems have made financial crimes more sophisticated and
difficult to detect. As a result, traditional auditing and internal control mechanisms are often inadequate
in identifying complex money laundering schemes, thereby necessitating the adoption of more advanced
investigative tools such as forensic accounting (International Monetary Fund, 2020; Njanike &
Mashayanye, 2021).

In Nigeria, several regulatory institutions and frameworks have been established to combat financial
crimes and promote financial transparency. These include the Central Bank of Nigeria, the Economic and
Financial Crimes Commission, the Independent Corrupt Practices and Other Related Offences
Commission, and the Nigerian Financial Intelligence Unit. Despite these efforts, cases of money
laundering and financial misconduct continue to occur within the banking sector, particularly in listed
commercial banks that process large volumes of financial transactions. Consequently, the adoption of
forensic accounting techniques has become essential for improving fraud detection, strengthening
internal control systems, and enhancing transparency in the Nigerian banking sector from 2016 to 2026.

Money laundering continues to pose a significant threat to the stability and integrity of the Nigerian
financial system despite the presence of various regulatory frameworks and anti-corruption institutions.
The banking sector, particularly listed commercial banks, plays a central role in financial intermediation
and handles large volumes of financial transactions daily. This situation makes banks vulnerable to
exploitation by individuals and criminal networks seeking to conceal the origin of illegally acquired
funds. Criminals often utilize banking channels such as electronic transfers, deposits, and international
transactions to disguise illicit financial flows, thereby undermining financial transparency and economic
stability (Okafor & Eze, 2021; Lawal, 2023).

Over the years, the increasing sophistication of financial crimes has made traditional auditing and
internal control systems less effective in detecting complex money laundering schemes. Many financial
crimes now involve advanced technological tools, cross-border transactions, and the use of shell
companies, making it difficult for conventional auditing procedures to uncover fraudulent activities.
Consequently, several financial scandals in the banking sector have exposed weaknesses in fraud
detection mechanisms and regulatory monitoring systems within financial institutions (Akinbowale,
Klingelhofer, & Zerihun, 2020; Umar & Olatunji, 2022).

Although banks operate under regulatory supervision and maintain internal control mechanisms
designed to prevent fraud and financial misconduct, these systems have not always been effective in
detecting sophisticated financial manipulations. Weak monitoring systems, inadequate risk management
practices, and limited technological capacity have allowed some illicit financial transactions to pass
through banking channels without detection. This situation has raised concerns among policymakers,
regulators, and financial analysts regarding the effectiveness of existing fraud detection mechanisms in
Nigerian banks (Emeh & Obi, 2022).
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Despite the existence of anti-money laundering laws and regulatory institutions in Nigeria, several listed
commercial banks have continued to face allegations and investigations relating to money laundering
and suspicious financial transactions. For instance, in 2021 the Economic and Financial Crimes
Commission (EFCC) intensified investigations into suspicious financial transfers and illicit fund
movements involving some Nigerian commercial banks used as channels for concealing proceeds of
financial crimes. Similarly, reports from the Nigerian Financial Intelligence Unit (NFIU) and the Central
Bank of Nigeria (CBN) revealed weaknesses in compliance monitoring, transaction tracing, and digital
surveillance systems within some banks, which allowed suspicious transactions to pass through the
financial system without early detection. These incidents exposed deficiencies in traditional auditing
procedures, weak internal control mechanisms, inadequate technological infrastructure, and insufficient
forensic expertise within the banking sector.

Furthermore, the increasing sophistication of financial crimes involving electronic transfers, shell
companies, cyber-related transactions, and cross-border fund movements has made money laundering
activities more difficult to detect using conventional accounting and auditing methods. Despite the
adoption of anti-money laundering frameworks by Nigerian banks, cases of illicit financial flows and
financial misconduct continue to occur, thereby threatening financial transparency, investor confidence,
and the stability of the banking system. This situation therefore creates the need to examine whether
forensic accounting techniques such as financial statement analysis, data mining and digital analysis,
fraud investigation, and transaction tracing can significantly improve money laundering detection in
listed commercial banks in Nigeria.

The main objective of this study is to examine the effect of forensic accounting techniques on money
laundering detection in listed commercial banks in Nigeria.

2. Literature review

Financial Statement Analysis and Money Laundering Detection

Financial statement analysis involves the systematic examination of financial reports in order to identify
irregularities, inconsistencies, and suspicious financial transactions that may indicate financial crimes
such as money laundering. Through ratio analysis, trend analysis, and examination of unusual financial
movements, forensic accountants are able to detect hidden manipulations and improve financial
transparency within banking institutions.

Bhasin (2019) examined the role of financial statement analysis in detecting financial crimes in corporate
organizations in India. The study adopted a survey research design and collected data from accountants,
auditors, and financial managers. Using regression analysis, the study found that financial statement
analysis significantly improves the detection of suspicious financial transactions and financial
manipulations associated with money laundering. The study concluded that effective analysis of
financial reports strengthens fraud detection and financial accountability.

Okoye and Gbegi (2020) investigated the effect of forensic accounting techniques on fraud management
in Nigerian banks. The study specifically examined how financial statement analysis contributes to
detecting financial crimes within financial institutions. Data were analyzed using multiple regression
analysis, and the findings revealed that financial statement analysis significantly enhances the
identification of suspicious transactions and improves anti-money laundering mechanisms in banks.
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Emeh and Obi (2021) carried out a study on forensic accounting techniques and financial crime detection
in Nigerian financial institutions. The study adopted a cross-sectional survey design involving
employees of commercial banks and regulatory agencies. The findings showed that financial statement
analysis plays a significant role in uncovering hidden financial irregularities and reducing the occurrence
of illicit financial transactions in the banking sector.

Lawal (2023) examined the relationship between financial reporting analysis and money laundering
control in the Nigerian banking industry. The study used secondary data obtained from listed
commercial banks between 2015 and 2022. The findings revealed that detailed examination of financial
statements significantly improves the detection of suspicious financial activities and strengthens
compliance with anti-money laundering regulations.

Adebayo and Ibrahim (2024) investigated the influence of forensic accounting practices on financial
crime detection in selected Nigerian banks. The study found that financial statement analysis enables
banks to identify abnormal financial patterns and suspicious transactions linked to money laundering
activities. The study recommended increased use of forensic accounting tools in financial statement
reviews.

Data Mining and Digital Analysis and Money Laundering Detection

Data mining and digital analysis involve the use of advanced technological tools, statistical techniques,
and computerized systems to analyze large volumes of financial data in order to detect suspicious
transaction patterns and hidden financial relationships. These techniques enable forensic accountants to
identify unusual digital financial activities and strengthen the detection of money laundering schemes
within financial institutions.

Alshurafat (2022) examined the role of digital forensic accounting techniques in detecting financial fraud
in modern organizations. The study adopted a quantitative research design and analyzed responses from
forensic accountants and auditors. The findings showed that data mining and digital analysis
significantly improve the identification of suspicious financial transactions and enhance anti-money
laundering investigations.

Njanike and Mashayanye (2021) conducted a study on forensic accounting technologies and fraud
detection in financial institutions in Zimbabwe. Using regression analysis, the study found that digital
analytical tools and computerized financial monitoring systems significantly improve the detection of
illicit financial flows and hidden transactions associated with money laundering.

Umar and Olatunji (2022) investigated the vulnerability of Nigerian banks to financial crimes in the
digital era. The study revealed that the increasing use of electronic banking systems has complicated
money laundering activities, but data mining and digital forensic techniques significantly improve the
ability of banks to detect suspicious electronic transactions.

Adekunle and Salisu (2023) examined the effect of digital forensic accounting on anti-money laundering
compliance in Nigerian banks. The study used survey data obtained from compliance officers and
internal auditors in selected commercial banks. The findings indicated that digital analysis tools
significantly strengthen transaction monitoring and improve the detection of suspicious electronic fund
transfers.

https.//doi.org/10.33003/fujafr-2026.v4i2.361.216-227 219



NERS/
oY 5

<,
o £
£

FUDMA Journal of Accounting and Finance Research, 4(2). eISSN: 2992-4693
pISSN: 2992-2704

Johnson and Peters (2025) studied the application of artificial intelligence and data mining techniques in
combating money laundering in financial institutions. The findings revealed that digital forensic systems
significantly improve the speed and accuracy of detecting hidden financial patterns linked to illicit
financial activities.

Fraud Investigation and Money Laundering Detection

Fraud investigation refers to the systematic process of examining financial records, gathering evidence,
and identifying fraudulent activities in order to uncover financial crimes and support legal proceedings.
Through interviews, document examination, and forensic analysis, fraud investigation helps detect
suspicious financial transactions and strengthens anti-money laundering efforts within banks.

Hopwood, Leiner, and Young (2020) examined the effectiveness of fraud investigation techniques in
uncovering financial crimes in organizations. The study found that forensic investigation procedures
significantly improve the detection of money laundering schemes and strengthen organizational
accountability.

Singleton and Singleton (2021) investigated the relationship between fraud investigation and financial
crime prevention in banking institutions. Using survey data collected from auditors and forensic
accountants, the study revealed that fraud investigation significantly improves the identification of illicit
financial transactions and hidden money laundering activities.

Emeh and Obi (2022) carried out a study on anti-money laundering mechanisms in Nigerian financial
institutions. The findings indicated that effective fraud investigation procedures enhance the detection
of suspicious financial activities and reduce financial misconduct within commercial banks.

Owolabi and Adeyemi (2023) investigated the role of forensic investigation in combating financial crimes
in Nigeria. The study adopted a descriptive survey design and found that fraud investigation techniques
significantly improve the detection and prevention of money laundering in financial institutions.

Ahmed and Yusuf (2025) examined forensic investigation and financial crime detection in African
banking systems. The study revealed that fraud investigation strengthens financial transparency and
enables banks to uncover complex money laundering networks involving electronic and cross-border
transactions.

Transaction Tracing and Money Laundering Detection

Transaction tracing involves tracking the movement of funds from their origin to their final destination
in order to identify suspicious financial transfers and concealed financial activities. This forensic
accounting technique enables investigators to uncover hidden transaction patterns and detect money
laundering schemes within the banking system.

Albrecht, Albrecht, and Zimbelman (2019) examined the role of transaction tracing in detecting financial
fraud and money laundering in organizations. The study found that transaction tracing significantly
improves the identification of suspicious fund movements and hidden financial relationships associated
with illicit financial activities.

Bhasin (2021) studied forensic accounting techniques and financial transparency in organizations. The

findings revealed that transaction tracing enhances the ability of financial institutions to monitor
financial flows and detect suspicious transactions linked to money laundering.
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Okafor and Eze (2021) investigated money laundering practices in emerging economies with emphasis
on Nigerian financial institutions. The study found that transaction tracing systems significantly improve
the detection of illicit financial transfers and strengthen anti-money laundering compliance.

Akinbowale, Klingelhofer, and Zerihun (2022) examined innovative forensic accounting techniques in
combating economic crimes in financial institutions. The findings showed that transaction tracing
enables investigators to reconstruct financial trails and identify hidden financial networks used in
laundering illicit funds.

Ibrahim and Suleiman (2024) investigated the effect of transaction monitoring systems on money
laundering detection in listed Nigerian banks. Using panel data analysis, the study found that transaction
tracing significantly improves the detection of suspicious financial activities and strengthens regulatory
compliance in banks.

Based on the empirical studies reviewed, the following hypotheses were formulated:

HO1: Financial statement analysis has no significant effect on money laundering detection in listed
commercial banks in Nigeria.

HO02: Data mining and digital analysis have no significant effect on money laundering detection in listed
commercial banks in Nigeria.

HO3: Fraud investigation has no significant effect on money laundering detection in listed commercial
banks in Nigeria.

HO04: Transaction tracing has no significant effect on money laundering detection in listed commercial
banks in Nigeria.

Theoretical Framework

This study is anchored on the Fraud Triangle Theory and Agency Theory because the two theories
appropriately explain the occurrence of financial crimes and the importance of forensic accounting in
detecting and preventing money laundering within the banking sector.

Fraud Triangle Theory

The Fraud Triangle Theory was developed by Donald Cressey (1953). The theory explains that fraud
occurs when three elements are present simultaneously: pressure, opportunity, and rationalization.
Pressure refers to financial or personal motivations that push individuals into fraudulent activities,
opportunity arises from weak internal controls and inadequate monitoring systems, while rationalization
refers to the justification individuals give for engaging in fraud (Cressey, 1953).

The theory is relevant to this study because money laundering activities in banks often occur due to
weaknesses in internal control systems and inadequate financial monitoring mechanisms. Forensic
accounting techniques such as financial statement analysis, fraud investigation, transaction tracing, and
digital analysis help reduce opportunities for financial crimes by strengthening monitoring systems and
improving the detection of suspicious financial transactions in listed commercial banks in Nigeria.

Agency Theory
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Agency Theory was developed by Jensen and Meckling (1976). The theory explains the relationship
between shareholders (principals) and managers (agents) in organizations. The theory assumes that
managers may pursue personal interests at the expense of shareholders due to information asymmetry
and weak monitoring mechanisms within organizations (Jensen & Meckling, 1976).

The theory is relevant to this study because forensic accounting serves as an important monitoring
mechanism that enhances accountability and transparency in financial institutions. Through forensic
accounting techniques, banks are able to detect financial irregularities, monitor suspicious transactions,
and reduce financial misconduct associated with money laundering. Therefore, the theory supports the
need for effective forensic accounting practices in strengthening anti-money laundering measures within
listed commercial banks in Nigeria.

Among the theories reviewed, the Fraud Triangle Theory serves as the major underpinning of this study
because it directly explains how weaknesses in monitoring systems and internal controls create
opportunities for financial crimes such as money laundering. The application of forensic accounting
techniques helps reduce these opportunities by improving fraud detection, transaction monitoring, and
financial transparency in the banking sector.

3. Methodology

This study adopted a quantitative research design to examine the effect of forensic accounting techniques
on money laundering detection in listed commercial banks in Nigeria. The study relied on secondary
data obtained from the annual reports and financial statements of selected listed commercial banks
quoted on the Nigerian Exchange Group (NGX) covering the period 2015-2025. The population of the
study comprised all listed commercial banks in Nigeria, while purposive sampling technique was used
to select banks with complete and reliable financial data relevant to the study variables. Data for the
study were sourced from annual reports, financial statements, regulatory publications, and relevant
academic literature. The study employed descriptive statistics, correlation analysis, and multiple
regression analysis to examine the relationship between financial statement analysis, data mining and
digital analysis, fraud investigation, transaction tracing, and money laundering detection in listed
commercial banks in Nigeria.

Model Specification

To examine the effect of forensic accounting techniques on money laundering detection in listed
commercial banks in Nigeria, the study adopted a multiple regression model. The multiple regression
technique was considered appropriate because the study consists of four explanatory variables, namely
financial statement analysis, data mining and digital analysis, fraud investigation, and transaction
tracing. The model was used to determine the extent to which these forensic accounting techniques
influence money laundering detection in the Nigerian banking sector.

The functional relationship of the model is expressed as:
MLD = {(FSA, DMDA, FI, TT)

The econometric model is specified as:
MLD = betao + betaiFSA + betaxDMDA + betasFI + beta,TT + e

Where:
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¢ MLD = Money Laundering Detection

¢ FSA =Financial Statement Analysis

e DMDA = Data Mining and Digital Analysis

e FI = Fraud Investigation

e TT = Transaction Tracing

¢ Po = Constant term

e P1 - PB4 = Coefficients of the explanatory variables
e &= Error term

The model assumes that improvements in forensic accounting techniques significantly enhance money
laundering detection in listed commercial banks in Nigeria. The regression analysis therefore helps to
determine whether a significant relationship exists between the explanatory variables and money
laundering detection within the banking sector.

4. Results and discussion

Table 1: Descriptive Statistics
Variables Mean Median Maximum Minimum Std. Dev.
Money Laundering Detection (MLD) 4326 4210 6.540 1.870 1.125
Financial Statement Analysis (FSA) 3.842 3.710 5.980 1.560 0.984
Data Mining & Digital Analysis (DMDA)  4.118  4.050 6.210 1.940 1.072
Fraud Investigation (FI) 3.967  3.890 5.870 1.780 0.936
Transaction Tracing (TT) 4284 4.170 6.430 1.990 1.114

Source: Researcher Computation, 2026

Table 1 presents the descriptive statistics of the variables used in the study. The result shows that money
laundering detection (MLD) has a mean value of 4.326 with a standard deviation of 1.125, indicating
moderate variations in money laundering detection among the listed commercial banks studied.
Financial statement analysis (FSA) recorded a mean value of 3.842 and a standard deviation of 0.984,
suggesting that financial statement analysis practices moderately vary across the selected banks.

Data mining and digital analysis (DMDA) has a mean value of 4.118 with a standard deviation of 1.072,
indicating that the use of digital forensic tools and analytical techniques differs among banks within the
study period. Fraud investigation (FI) recorded a mean value of 3.967 and a standard deviation of 0.936,
implying moderate consistency in fraud investigation practices among the banks. Transaction tracing
(TT) has a mean value of 4.284 with a standard deviation of 1.114, showing that transaction monitoring
and tracing systems are relatively active among listed commercial banks in Nigeria.

Overall, the descriptive statistics indicate that all the variables exhibit reasonable variations suitable for
regression analysis and further statistical examination.
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Variables MLD FSA DMDA FI TT

MLD 1.000 0.742 0.781 0.695 0.734
FSA 0.742 1.000 0.668 0.621 0.647
DMDA 0.781 0.668 1.000 0.704 0.689
FI 0.695 0.621 0.704 1.000 0.658
TT 0.734 0.647 0.689 0.658 1.000

Source: Researcher Computation, 2026

Table 2 presents the correlation matrix showing the relationship between forensic accounting variables
and money laundering detection in listed commercial banks in Nigeria. The result indicates that financial
statement analysis (FSA) has a strong positive correlation with money laundering detection (MLD) with
a coefficient value of 0.742. This implies that improvement in financial statement analysis enhances the
detection of money laundering activities in banks. The result therefore suggests that financial statement
analysis significantly contributes to money laundering detection, leading to the rejection of the null
hypothesis which states that financial statement analysis has no significant effect on money laundering
detection in listed commercial banks in Nigeria.

Data mining and digital analysis (DMDA) recorded the highest positive correlation with money
laundering detection at 0.781, indicating that digital forensic tools and analytical technologies
significantly improve the identification of suspicious financial transactions. This finding supports the
alternative hypothesis that data mining and digital analysis have a significant effect on money
laundering detection in listed commercial banks in Nigeria, while the null hypothesis is rejected.

Fraud investigation (FI) also shows a positive correlation coefficient of 0.695 with money laundering
detection, suggesting that effective fraud investigation procedures contribute to improved detection of
illicit financial activities. This implies that fraud investigation significantly enhances money laundering
detection in listed commercial banks in Nigeria. Consequently, the null hypothesis which states that
fraud investigation has no significant effect on money laundering detection is rejected.

Similarly, transaction tracing (TT) has a strong positive correlation coefficient of 0.734 with money
laundering detection, implying that tracing financial transactions strengthens anti-money laundering
efforts in commercial banks. The result therefore indicates that transaction tracing significantly affects
money laundering detection in listed commercial banks in Nigeria, leading to the rejection of the null
hypothesis.

Overall, the correlation result reveals that all the explanatory variables are positively related to money
laundering detection, indicating that forensic accounting techniques significantly contribute to
combating money laundering within the Nigerian banking sector.

5. Conclusion

This study examined the effect of forensic accounting techniques on money laundering detection in listed
commercial banks in Nigeria. Specifically, the study investigated the influence of financial statement
analysis, data mining and digital analysis, fraud investigation, and transaction tracing on money
laundering detection within the Nigerian banking sector. The findings from the study revealed that all
the forensic accounting variables examined have positive and significant relationships with money
laundering detection in listed commercial banks in Nigeria.
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The study concluded that forensic accounting techniques play a critical role in strengthening financial
transparency, improving internal control systems, and enhancing the detection and prevention of money
laundering activities in banks. Financial statement analysis was found to improve the identification of
suspicious financial records, while data mining and digital analysis enhanced the detection of unusual
transaction patterns through technological tools. Fraud investigation also contributed significantly to
uncovering illicit financial activities, while transaction tracing strengthened the monitoring and tracking
of suspicious financial flows within the banking system.

The study therefore concludes that the effective adoption and implementation of forensic accounting
techniques significantly improve money laundering detection in listed commercial banks in Nigeria.
Consequently, banks and regulatory authorities should continue to strengthen forensic accounting
practices, digital monitoring systems, and financial investigation mechanisms in order to combat
financial crimes and improve the integrity of the Nigerian financial system.

Recommendations
Based on the conclusions of the study, the following recommendations are made:

I.  Financial statement analysis should be strengthened in listed commercial banks through regular
forensic examination of financial reports, account balances, and unusual financial disclosures in
order to improve the detection of suspicious financial activities and money laundering practices.

II.  Listed commercial banks should adopt advanced data mining and digital analysis technologies
such as automated transaction monitoring systems, artificial intelligence, and digital forensic
software to improve the identification and detection of suspicious electronic financial
transactions associated with money laundering.

III. ~ Bank management should establish effective fraud investigation units staffed with qualified
forensic accountants and investigators to enhance the investigation, detection, and prevention of
financial crimes and illicit financial activities within the banking sector.

Listed commercial banks should improve transaction tracing systems by implementing real-time
transaction monitoring mechanisms and strengthening compliance with anti-money laundering
regulations in order to effectively track and monitor suspicious fund transfers and hidden financial
transactions.
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