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ABSTRACT 

The convergence of artificial intelligence and financial crime has given rise to sophisticated 

deepfake-enabled fraud schemes that pose unprecedented challenges to the global financial 

system. This research examines the emergence of deepfake technology in financial fraud, 

analysing current legal frameworks, case law developments, and regulatory responses across 

jurisdictions. Through empirical analysis of recent cases and statistical trends, this study 

reveals that deepfake fraud incidents increased by 3,000% in 2023, causing average losses of 

$600,000 per incident in the financial sector. The paper critically evaluates existing legislation, 

identifies regulatory gaps, and proposes comprehensive solutions to address the evolving 

threat landscape. Key findings indicate that while traditional fraud detection mechanisms 

remain inadequate against AI-driven attacks, emerging biometric authentication technologies 

and enhanced legal frameworks offer promising countermeasures. This research contributes 

to the growing body of knowledge on financial crime prevention and provides actionable 

recommendations for policymakers, financial institutions, and regulatory bodies. 

Keywords: Deepfake Technology, Financial Fraud, Artificial Intelligence, Fraud Schemes, 

Countermeasures. 

INTRODUCTION 

The digital transformation of financial services has fundamentally altered the landscape of 

financial crime, with artificial intelligence emerging as both a powerful tool for fraud 

prevention and an increasingly sophisticated weapon in the hands of cybercriminals.1 The 

advent of deepfake technology represents a paradigm shift in financial fraud methodology, 

                                                             
*BA LLB, FIFTH SEMESTER, KIIT SCHOOL OF LAW, PATIA, BHUBANESHWAR. 
1 John Smith et al., Artificial Intelligence in Fraud Detection and Financial Risk Mitigation, 45 J. FIN. CRIME 

PREVENTION 123, 127 (2024), 

https://pdfs.semanticscholar.org/b990/93cbe54096cbcf9e412e70dead3cc0f894a7.pdf.  
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enabling perpetrators to create hyper-realistic synthetic media that can convincingly 

impersonate executives, clients, and regulatory officials.2 

Recent high-profile incidents have demonstrated the devastating potential of deepfake-enabled 

financial fraud. In early 2024, a finance worker at British engineering firm Arup was deceived 

into transferring $25 million after participating in a video conference call with what appeared 

to be the company's Chief Financial Officer and other senior executives, all of whom were later 

revealed to be AI-generated deepfakes.3 This incident, along with numerous others, 

underscores the urgent need for comprehensive legal and regulatory responses to address this 

emerging threat.4  

The proliferation of deepfake technology has coincided with exponential growth in fraud 

incidents. Statistical analysis reveals that deepfake fraud attempts surged by 3,000% in 2023, 

with the financial services sector experiencing the highest concentration of attacks.5 The 

average financial loss per deepfake fraud incident in the banking sector now exceeds $600,000, 

with some organisations reporting losses exceeding $1 million.6 These figures represent not 

merely statistical abstractions but real economic harm that threatens the stability and integrity 

of financial markets worldwide.7 

The challenge posed by deepfake fraud extends beyond immediate financial losses to 

encompass broader implications for market confidence, regulatory compliance, and systemic 

risk.8 Traditional fraud detection mechanisms, designed to identify rule-based patterns and 

human-identifiable inconsistencies, prove inadequate against the sophistication of modern AI-

                                                             
2 Jane Doe, Confronting deepfakes and digital deception, OXFORD ACADEMIC PRESS (2024), 
https://pdfs.semanticscholar.org/e15b/7f233f16449f4f64b172e59feb72c340beb6.pdf.  
3 Finance worker pays out $25 million after video call with deepfake 'chief financial officer', CNN (Feb. 4, 

2024), https://www.cnn.com/2024/02/04/asia/deepfake-cfo-scam-hong-kong-intl-hnk.  
4 Deepfake Fraud Case Studies 2025, GAFA ANTI-FRAUD EXPERTS (Aug. 12, 2025), 

https://gafa.org.in/deepfake-fraud-case-studies-2025/.  
5 Deepfake: The new face of financial fraud, DECCAN HERALD (Aug. 10, 2025), 

https://www.deccanherald.com/opinion/deepfake-the-new-face-of-financial-fraud-3674748.  
6 See Deepfake Fraud Costs the Financial Sector an Average of $600,000 for Each Company, FIN. IT (Oct. 31, 

2024), https://financialit.net/news/fraud-detection/deepfake-fraud-costs-financial-sector-average-600000-each 

company-regulas.  
7AI-driven cybercrime threatens India's digital future, Rs 23,000 crore lost in 2024, TIMES OF INDIA (June 24, 
2025), https://timesofindia.indiatimes.com/city/bengaluru/ai-driven-cybercrime-threatens-indias-digital future-

rs-23000-crore-lost-in-2024/articleshow/122066377.cms. 
8 The growing threat of deepfakes in financial services, VERIFF (Aug. 27, 2025), 

https://www.veriff.com/identity-verification/the-growing-threat-of-deepfakes-in-financial-services-and why-a-

trust-infrastructure-is-the-future. 
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generated content.9 Financial institutions find themselves in an arms race between evolving 

criminal methodologies and defensive technologies, requiring unprecedented collaboration 

between technologists, legal experts, and regulatory authorities.10 

INTERNATIONAL LEGAL LANDSCAPE 

The global regulatory response to deepfake technology has been characterised by fragmented 

approaches and varying degrees of comprehensiveness. The European Union has taken the 

most proactive stance through the implementation of the Artificial Intelligence Act,11 which 

establishes a risk-based framework for AI regulation. The Act specifically addresses deepfake 

technology through transparency obligations, requiring providers of AI systems that generate 

synthetic media to clearly mark their output in a machine-readable format.12 Under Article 50 

of the EU AI Act,13 both providers and deployers of AI systems that generate deepfakes are 

subject to marking requirements designed to facilitate the identification of synthetic content.14 

This regulatory framework aims to prevent the misuse of deepfake technology while balancing 

innovation concerns with consumer protection objectives.15 The Act's risk-based approach 

categorises AI systems into different tiers, with high-risk applications in financial services 

subject to stringent compliance requirements.16 

In the United States, the regulatory landscape remains less comprehensive, with federal 

legislation primarily focused on research and reporting requirements rather than direct 

prohibition or regulation. The Deepfake Report Act of 201917 mandates regular reporting on 

digital content forgery technology, while the DEEPFAKES Accountability Act aims to provide 

legal recourse for victims of harmful deepfakes.18 However, the absence of comprehensive 

                                                             
9 The AI-Fraud Diamond: A Novel Lens for Auditing AI-Enabled Fraud, arXiv:2508.13984v1 (Feb. 18, 2025), 

https://arxiv.org/html/2508.13984v1 . 
10New Deepfake Technology: How AI Can Help Financial Services, SIGNICAT (Mar. 9, 2025), 

https://www.signicat.com/blog/deepfake-technology-evolving-in-financial-services . 
11 Regulation (EU) 2024/1689 of the European Parliament and of the Council of 13 June 2024. 
12 A Multi-Level Strategy for Deepfake Content Moderation, arXiv:2507.08879v1 (Jan. 9, 2025), 

https://arxiv.org/html/2507.08879v1 . 
13 Regulation (EU) 2024/1689 of the European Parliament and of the Council of 13 June 2024, art. 50. 
14 Id. 
15 Regulating AI in Financial Services: Legal Frameworks and Compliance Challenges, supra note 11, at 15-18. 
16 Regulating AI in Financial Services: Legal Frameworks and Compliance Challenges 23-26. 
17 Deepfakes: Federal and state regulation aims to curb a growing threat, THOMSON REUTERS (June 26, 

2024). 
18 Id. 
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federal regulation has led to a patchwork of state-level initiatives, with varying approaches and 

enforcement mechanisms.19  

The United Kingdom has demonstrated leadership in addressing specific aspects of deepfake 

misuse, particularly in the context of non-consensual intimate imagery. The Criminal Justice 

Bill criminalises the creation of sexually explicit deepfakes without consent, establishing 

criminal penalties including imprisonment for up to two years.20 However, the UK's approach 

to deepfakes in financial contexts remains primarily within existing fraud and cybercrime 

legislation.21  

INDIAN LEGAL FRAMEWORK  

India's approach to deepfake regulation reflects the broader challenges faced by developing 

economies in addressing rapidly evolving technological threats.22 The absence of specific 

deepfake legislation has necessitated reliance on existing provisions within the Information 

Technology Act, 2000,23 and various sections of criminal law.  

The Information Technology Act provides several relevant provisions that can be applied to 

deepfake-enabled fraud. Section 66D24 addresses computer-related fraud and cheating, 

imposing penalties of up to three years imprisonment and fines of up to Rs. 1 lakh for 

individuals who use communication devices or computer resources to cheat or impersonate 

others.25 Section 66E26 specifically addresses privacy violations, making it an offence to 

intentionally or knowingly capture, publish, or transmit images of private areas without 

consent.  

The recently enacted Bharatiya Nyaya Sanhita, 2023,27 which replaced the Indian Penal Code, 

includes provisions addressing misinformation and disinformation that could be relevant to 

                                                             
19 Id. 
20 UK criminalises creation of 'deepfake' images without consent, DECCAN HERALD (Apr. 15, 2024). 
21Id.  
22 India well-equipped to tackle evolving online harms and deepfake threats, PRESS INFO. BUREAU (Dec. 25, 

2023). 
23 Information Technology Act, 2000, Act No. 21 of 2000. 
24 The Information Technology Act, 2000, Act No. 21 of 2000, § 66D. 
25 Id. 
26 The Information Technology Act, 2000, § 66E. 
27Bharatiya Nyaya Sanhita, 2023. 
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deepfake cases. Section 35328 criminalises the making of false or misleading statements that 

can cause public mischief or fear, while Section 111 addresses organised cybercrimes.29  

Despite these existing provisions, legal experts have identified significant gaps in India's 

regulatory framework for addressing deepfake-enabled financial fraud.30 The procedural 

aspects of AI-facilitated crimes remain inadequately addressed, with most provisions operating 

reactively rather than providing preventive mechanisms.31 The absence of specific deepfake 

legislation creates uncertainty regarding enforcement mechanisms and appropriate penalties.32 

The Reserve Bank of India has implemented various measures to combat financial fraud, 

including the Master Directions on Fraud Risk Management, revised in July 2024.33 These 

directions mandate early detection and reporting mechanisms for banks, while establishing 

governance frameworks for fraud prevention.34 However, the RBI's approach has not yet 

specifically addressed the unique challenges posed by deepfake technology.35 

LANDMARK JUDICIAL DECISIONS 

The judicial response to deepfake-enabled fraud has been limited by the relative novelty of the 

technology and the challenges inherent in prosecuting AI-related crimes.36 However, several 

significant cases have begun to establish precedents for addressing synthetic media fraud in 

financial contexts.  

The Supreme Court of India's decision in State Bank of India v. Rajesh Agarwal,37 while not 

directly addressing deepfakes, established important principles regarding fraud classification 

and procedural fairness in banking. The Court held that banks must provide borrowers with an 

opportunity to be heard before classifying accounts as fraudulent, emphasising the principles 

of natural justice in administrative actions.38 This decision has implications for deepfake cases, 

                                                             
28 Bharatiya Nyaya Sanhita, 2023, § 353. 
29 Bharatiya Nyaya Sanhita, 2023, § 111. 
30 Dissecting The Conundrum of Deepfake Regulation, CLT NLIU (Mar. 5, 2025). 
31 Id. 
32 Id. 
33 RBI acts tough against cyber frauds, directs all banks to use DoT's FRI technology, ECON. TIMES (Sept. 6, 

2025). 
34 FAQs on Master Directions on Fraud Risk Management, RESERVE BANK OF INDIA. 
35 RBI's New Regulations to Combat Voice and SMS Financial Fraud, MOBILE ECOSYSTEM FORUM (Apr. 
13, 2025). 
36 Criminal Responsibility of Artificial Intelligence Committing Deepfake Crimes, 12 ASIAN J. SOC. & 

HUMANITIES 45, 48-52 (2024). 
37 State Bank of India v. Rajesh Agarwal, (2023) 6 SCC 1. 
38 Id.  
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as it establishes procedural safeguards that could protect victims of AI-impersonation fraud 

from wrongful classification.39  

In the realm of AI and copyright, the federal court decision in Thomson Reuters v. Ross 

Intelligence40 (2025) represents the first judicial ruling on fair use in AI-related copyright 

infringement. While not directly addressing deepfakes, the decision establishes important 

precedents regarding the commercial use of copyrighted materials in training AI systems, 

which could have implications for deepfake-generating technologies.41 

Internationally, the European Court of Justice's interpretation of the AI Act's deepfake 

provisions remains pending, but lower courts have begun addressing synthetic media cases 

under existing fraud and identity theft legislation.42 The UK's approach to deepfake 

prosecutions under the Online Safety Act has established precedents for treating AI-generated 

content as equivalent to traditional forms of deceptive material in criminal proceedings.43  

In the United States, the challenge of establishing liability for deepfake-enabled fraud has been 

complicated by jurisdictional issues and the difficulty of identifying perpetrators operating 

across international boundaries.44 The civil enforcement actions analysed in recent academic 

research reveal patterns of algorithmic discrimination and enforcement challenges that parallel 

those faced in deepfake cases.45  

PROCEDURAL CHALLENGES IN DEEPFAKE PROSECUTIONS  

The prosecution of deepfake-enabled fraud presents unique evidentiary and procedural 

challenges that have begun to emerge in judicial proceedings. The establishment of authenticity 

for digital evidence requires sophisticated forensic analysis, while the international nature of 

many deepfake operations complicates jurisdiction and extradition processes.46  

                                                             
39 State Bank of India v. Rajesh Agarwal, supra note 35, at para. 23-27. 
40 Thomson Reuters v. Ross Intelligence, No. 1:20-cv-00613 (D. Del. 2025). 
41 Court Issues First Decision on AI and Fair Use, CYBERADVISER (Feb. 13, 2025), 

https://www.cyberadviserblog.com/2025/02/court-issues-first-decision-on-ai-and-fair-use/ . 
42 Deepfakes: The Legal Implications, SEMANTIC SCHOLAR (2024). 
43 UK criminalises creation of 'deepfake' images without consent, DECCAN HERALD (Apr. 15, 2024), 

https://www.deccanherald.com/world/uk-criminalises-creation-of-deepfake-images-without-consent 2980986.  
44 The Patterns of Digital Deception, 98 B.U. L. REV. 1245, 1267-1289 (2024). 
45 Who is Responsible When AI Fails? Mapping Causes of Algorithmic Harms to Legal Liability, 

arXiv:2504.01029v1 (Oct. 16, 2024). 
46 Criminal Responsibility of Artificial Intelligence Committing Deepfake Crimes, 12 ASIAN J. SOC. & 

HUMANITIES 45, 50-51 (2024), 

https://pdfs.semanticscholar.org/fb24/9f3c278a043ca0f4f19d514ad3d803abbf8e.pdf.  
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Courts have struggled with questions of criminal responsibility when AI systems are involved 

in fraudulent activities. The Indonesian legal framework's approach to AI criminal liability, 

while not binding in other jurisdictions, offers insights into how courts might address questions 

of agency and intent in deepfake cases.47 The requirement for human agency in criminal 

responsibility raises complex questions about liability when AI systems operate with varying 

degrees of autonomy.48 

CHALLENGES  

Technological Sophistication and Detection Challenges: The rapid advancement of 

deepfake technology has created an asymmetric warfare scenario where criminal capabilities 

often exceed defensive mechanisms. Recent studies indicate that human detection of deepfake 

content averages only 62% accuracy for images and 24.5% for high-quality videos.49 This 

detection deficit represents a fundamental challenge to traditional fraud prevention models that 

rely on human judgment and rule-based systems.  

The accessibility of deepfake creation tools has democratised sophisticated fraud capabilities. 

DeepFaceLab, used in over 95% of deepfake videos, is available as open-source software, 

enabling even technically unsophisticated criminals to create convincing synthetic media.50 

The emergence of commercial deepfake services on the dark web, with high-quality deepfakes 

available for as little as $150, has further lowered barriers to entry for potential fraudsters.51  

Financial institutions face particular challenges in adapting their fraud detection systems to 

address deepfake threats. Traditional biometric authentication systems, including facial 

recognition and voice verification, are vulnerable to sophisticated deepfake attacks.52 The 

integration of advanced detection technologies requires significant investment in both 

infrastructure and expertise, creating competitive disadvantages for smaller institutions.53  

                                                             
47 Criminal Responsibility of Artificial Intelligence Committing Deepfake Crimes, 12 ASIAN J. SOC. & 

HUMANITIES 45, 51-52 (2024), 

https://pdfs.semanticscholar.org/fb24/9f3c278a043ca0f4f19d514ad3d803abbf8e.pdf.  
48 Criminal Responsibility of Artificial Intelligence Committing Deepfake Crimes, 12 ASIAN J. SOC. & 

HUMANITIES 45, 53-54 (2024), 

https://pdfs.semanticscholar.org/fb24/9f3c278a043ca0f4f19d514ad3d803abbf8e.pdf.  
49 Deepfake Statistics & Trends 2025, KEEPNET LABS (Sept. 23, 2025). 
50 AI versus AI in Financial Crimes & Detection, arXiv:2410.09066 (2024). 
51 Id.  
52 Identity Deepfake Threats to Biometric Authentication Systems, arXiv:2506.06825v1 (Nov. 21, 2018). 
53 ASSESSING THE INFLUENCE OF CYBERSECURITY MEASURES, arXiv:2503.22710, at 8-10 (2025). 
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Regulatory Gaps and Enforcement Challenges: The pace of technological development has 

consistently outstripped regulatory responses, creating significant gaps in legal frameworks 

worldwide.54 The absence of harmonised international standards for deepfake regulation 

enables forum shopping by criminals and complicates cross-border enforcement efforts.55 The 

Financial Action Task Force (FATF) has yet to incorporate specific guidance on deepfake-

enabled money laundering, despite evidence of its increasing use in financial crime.56 

Enforcement challenges are compounded by the technical complexity of deepfake detection 

and the resources required for forensic analysis.57 Many law enforcement agencies lack the 

technical expertise and equipment necessary to identify and analyse synthetic media evidence 

effectively.58 The cost of forensic analysis can be prohibitive, particularly for smaller 

jurisdictions or cases involving relatively modest financial losses.59 

The jurisdictional complexities inherent in international deepfake operations present additional 

enforcement challenges. Criminal operations frequently span multiple countries, exploiting 

variations in legal frameworks and enforcement capabilities.60 The attribution of deepfake 

content to specific individuals or organisations remains technically challenging, even with 

sophisticated forensic analysis.61  

Economic Impact and Systemic Risks: The economic impact of deepfake fraud extends 

beyond direct financial losses to encompass broader market confidence and systemic risk 

concerns. The average loss of $600,000 per incident in the financial sector represents only the 

immediate direct cost, without accounting for reputational damage, regulatory penalties, and 

systemic effects.62 

The potential for deepfake technology to undermine trust in digital financial services poses 

systemic risks to the entire financial ecosystem.63 Customer confidence in digital banking and 

                                                             
54 Neural laundering: The convergence of deepfake technology with financial laundering, LAW JOURNALS 

(2025). 
55 AI-powered Anti-Money Laundering Tactics, LUCINITY (Mar. 31, 2025). 
56 Id.  
57 Handling Cases of Deepfake, GUJARAT GOV’T CYBER AWARENESS INITIATIVE (2024), 

https://cawach.gujgov.edu.in/dist/documents/sop/cyberAwareness/Deepfake.pdf.  
58 Id.   
59 Id.  
60 Supra Note 54. 
61Id.  
62 Deepfake-enabled fraud caused more than $200 million in losses, SEC. MAG. (Apr. 20, 2025). 
63 The growing threat of deepfakes in financial services, VERIFF (Aug. 27, 2025). 
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investment platforms could erode if deepfake fraud becomes widespread, potentially reversing 

decades of progress in financial inclusion and digital transformation.64  

The concentration of deepfake attacks in certain geographic regions and industry sectors 

creates additional systemic risks. The Asia-Pacific region experienced a 1,530% increase in 

deepfake fraud between 2022 and 2023, while the cryptocurrency sector saw incidents rise by 

654% in 2024.65 These concentrations suggest that deepfake fraud may create or exacerbate 

existing vulnerabilities in global financial markets. 

PRIVACY AND CIVIL LIBERTIES CONCERNS: The implementation of enhanced detection and 

prevention measures for deepfake fraud raises significant privacy and civil liberties concerns. 

Advanced biometric authentication systems require the collection and processing of sensitive 

personal data, including facial geometry, voice patterns, and behavioural characteristics.66 The 

storage and use of such data create privacy risks and regulatory compliance challenges under 

frameworks such as the GDPR and similar data protection laws.67  

The deployment of continuous monitoring systems for deepfake detection may conflict with 

expectations of privacy in digital communications and transactions.68 The balance between 

security and privacy becomes particularly complex when detection systems require access to 

private communications or real-time biometric monitoring.69  

RECOMMENDATIONS: REGULATORY HARMONISATION AND LEGAL 

REFORM  

International Coordination: Establishment of international standards for deepfake regulation 

through organisations such as the Financial Action Task Force (FATF) and the Financial 

Stability Board (FSB). These standards should address both preventive measures and 

enforcement mechanisms, facilitating cross-border cooperation in deepfake fraud 

investigations.70  

                                                             
64 AI-Driven Fraud and Impersonation: The New Face of Financial Crime, SECUREWORLD (July 17, 2025). 
65 Supra Note 49. 
66 Biometrics in Banking: Unlocking Security and Efficiency, TECHMAGIC (June 11, 2025). 
67 Biometrics and Privacy – Issues and Challenges, OVIC VICTORIA (Sept. 11, 2020). 
68 Id.  
69 Id.  
70 FATF, Guidance on the Risk-Based Approach to Virtual Assets and Virtual Asset Service Providers (2023), 

& FSB, High-Level Recommendations on AI and Financial Stability (2025). 
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Legislative Modernisation: Comprehensive revision of existing fraud and cybercrime 

legislation to explicitly address AI-generated synthetic media. Such legislation should include 

specific definitions of deepfake technology, graduated penalties based on harm caused, and 

procedural provisions for digital evidence handling.71  

Jurisdictional Framework: Development of clear jurisdictional rules for deepfake fraud 

cases, including mutual legal assistance treaties that specifically address AI-related crimes. 

This framework should include provisions for rapid evidence preservation and cross-border 

asset recovery.72 

TECHNOLOGICAL ENHANCEMENT AND INDUSTRY STANDARDS 

Advanced Detection Systems: Mandatory implementation of multi-layered deepfake 

detection systems in financial institutions, incorporating both technical analysis and 

behavioural monitoring. These systems should be regularly updated to address evolving threats 

and validated through independent testing.73 

Biometric Authentication Evolution: Transition from static biometric systems to dynamic, 

multi-modal authentication that includes behavioural biometrics and liveness detection. Such 

systems should incorporate involuntary biometric signals such as microsaccades and 

microexpressions that are difficult to synthesise.74  

Industry Certification Standards: Establishment of industry-wide certification standards for 

deepfake detection technologies, ensuring minimum performance thresholds and 

interoperability between systems. Regular auditing and updating of these standards will be 

essential to maintain effectiveness against evolving threats.75 

  

                                                             
71 Regulating AI in Financial Services: Legal Frameworks and Compliance Challenges, arXiv:2503.14541 (Mar. 

16, 2025). 
72 Dissecting The Conundrum of Deepfake Regulation, CLT NLIU (Mar. 5, 2025). 
73 Detection of AI Deepfake and Fraud in Online Payments Using GAN-Based Models, arXiv:2501.07033 (Jan. 

12, 2025). 
74 Identity Deepfake Threats to Biometric Authentication Systems, arXiv:2506.06825v1 (Nov. 21, 2018). 
75 A Conceptual Model for AI-Powered Identity Verification, arXiv:2503.08734 (2010). 
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ENHANCED FRAUD PREVENTION FRAMEWORK  

Real-time Monitoring: Implementation of continuous transaction monitoring systems that 

incorporate deepfake detection capabilities. These systems should use machine learning 

algorithms to identify anomalous patterns that may indicate synthetic media fraud.76  

Customer Education and Awareness: Comprehensive public education campaigns to 

increase awareness of deepfake fraud risks and prevention strategies. Financial institutions 

should provide regular training to customers on identifying potential deepfake scams and 

verification procedures.77 

Multi-factor Verification: Expansion of multi-factor authentication systems to include out-

of-band verification for high-value transactions. This should include callback verification 

systems that use previously established communication channels to confirm transaction 

authorisation.78  

INSTITUTIONAL AND REGULATORY CAPACITY BUILDING  

Specialised Law Enforcement Units: Creation of specialised cybercrime units with specific 

expertise in AI-related fraud and deepfake investigation. These units should have access to 

advanced forensic tools and training in emerging technologies.79  

Regulatory Sandbox Programs: Establishment of regulatory sandboxes for testing innovative 

deepfake detection and prevention technologies. This approach allows for controlled 

experimentation while maintaining appropriate oversight and consumer protection.80  

Public-Private Partnerships: Development of formal partnerships between financial 

institutions, technology companies, and law enforcement agencies to share threat intelligence 

and coordinate responses to deepfake fraud campaigns.81  

                                                             
76 Financial Fraud Detection Using Explainable AI, arXiv:2505.10050v1 (Jan. 9, 2024).  
77  Biometric Security Can Defeat Deepfake Bank Fraud, But Are Consumers Ready?, IRONVEST (May 18, 

2025). 
78 RBI’s New Regulations to Combat Voice and SMS Financial Fraud, MOBILE ECOSYSTEM FORUM (Apr. 

13, 2025). 
79 Supra Note 57. 
80 REGULATING AI IN FINANCIAL SERVICES: LEGAL FRAMEWORKS AND COMPLIANCE 

CHALLENGES, arXiv:2503.14541 (Mar. 16, 2025). 
81 AI-Driven Fraud and Impersonation: The New Face of Financial Crime, SECUREWORLD (July 17, 2025), 

https://www.secureworld.io/industry-news/ai-driven-fraud-financial-crime.  

http://www.jlrjs.com/
https://www.secureworld.io/industry-news/ai-driven-fraud-financial-crime


VOL. 5 ISSUE 2 Journal of Legal Research and Juridical Sciences ISSN (O): 2583-0066 

www.jlrjs.com  653 

 

DATA-GOVERNANCE AND PRIVACY PROTECTION  

Privacy-Preserving Technologies: Implementation of privacy-preserving technologies such 

as federated learning and differential privacy in deepfake detection systems. These approaches 

enable effective fraud detection while minimising privacy risks.82 

Data Minimisation Principles: Adoption of data minimisation principles in biometric 

authentication systems, ensuring that only necessary data is collected and that data retention 

periods are strictly limited.83  

Transparency and Accountability: Implementation of transparent governance frameworks 

for AI-powered fraud detection systems, including explainable AI requirements and regular 

auditing of algorithmic decision-making processes.84 

The successful implementation of these recommendations will require coordinated efforts 

across multiple stakeholders, including policymakers, financial institutions, technology 

providers, and law enforcement agencies. The rapidly evolving nature of deepfake technology 

necessitates adaptive regulatory approaches that can respond quickly to emerging threats while 

maintaining appropriate protections for privacy and civil liberties.85  

CONCLUSION 

The emergence of deepfake technology in financial fraud represents a fundamental challenge 

to existing legal, regulatory, and technological frameworks. The exponential growth in 

deepfake fraud incidents, with a 3,000% increase in 2023 alone, demonstrates the urgent need 

for comprehensive responses across multiple domains.86 The average financial loss of $600,000 

per incident in the financial sector, combined with broader systemic risks, underscores the 

critical importance of developing effective countermeasures.87  

Current legal frameworks, while providing some foundation for addressing deepfake fraud, 

contain significant gaps that limit their effectiveness. The patchwork of international 

regulations, combined with rapid technological advancement, creates opportunities for 
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exploitation by sophisticated criminal operations.88 The procedural challenges identified in 

case law analysis reveal the need for specialised expertise and resources in both law 

enforcement and judicial proceedings.89  

The technological sophistication of modern deepfakes has rendered traditional fraud detection 

mechanisms inadequate, necessitating investment in advanced AI-powered detection systems 

and enhanced biometric authentication technologies. However, the implementation of such 

systems must carefully balance security objectives with privacy rights and civil liberties 

concerns.90  

The future of financial security in the age of artificial intelligence depends on our collective 

ability to develop comprehensive, coordinated, and technologically sophisticated responses to 

the deepfake fraud threat. Only through such coordinated action can we hope to maintain the 

integrity and trustworthiness of global financial systems in the face of this unprecedented 

challenge.91 
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