This list identifies Low- and Middle-Income Countries (LMICs) where settlement netting (the offsetting of inbound and outbound foreign exchange flows) is legally permitted.
In most of these jurisdictions, while the physical movement of money is netted, the legal reporting remains "gross." This means the entity must report the full value of both the inbound and outbound legs to the Central Bank for Balance of Payments (BoP) statistics.

1. Latin America (The Most Permissive Region)
	Country
	Netting Status
	Regulatory Caveats

	Brazil
	Allowed
	Under Law 14,286 (2021), netting is widely permitted for "Payment Institutions." Caveat: Entities must be licensed by the BCB and must provide "gross" data for tax and statistical purposes.

	Mexico
	Allowed
	Permitted for banks and IFPEs (Fintechs). Caveat: Requires strict AML/KYC compliance; corporate netting is standard, but netting against private remittances requires an IFPE license.

	Colombia
	Allowed
	Managed through "Compensation Accounts" (Cuentas de Compensación). Caveat: Every account must be registered with the Banco de la República; failure to report monthly movements results in heavy fines.

	Peru
	Allowed
	One of the most liberal regimes. Caveat: While netting is allowed, "withholding tax" (WHT) on corporate outflows must be calculated on the gross amount, not the net.

	Argentina
	Conditional
	Strictly controlled. Netting is currently allowed for Export of Services against specific debts, but requires BCRA (Central Bank) validation for each instance. Caveat: Highly volatile; rules change frequently via "Comunicación A" circulars.








2. Asia-Pacific (License-Based Netting)
	Country
	Netting Status
	Regulatory Caveats

	The Philippines
	Allowed
	Regulated under BSP Circular 1108. Caveat: Limited to "Virtual Asset Service Providers" (VASPs) and "Electronic Money Institutions" (EMIs). Gross reporting to the BSP is mandatory.

	Indonesia
	Allowed
	Permitted under PBI 23/6/2021 for Category 1 PJP (Payment Service Providers). Caveat: Netting is allowed for "Position Settlement," but the provider must maintain a liquidity buffer in IDR within Indonesian banks.

	Thailand
	Allowed
	Part of the "FX Ecosystem" liberalization. Caveat: Only available to "Non-bank FX" license holders. Corporates can net intercompany trade, but third-party netting requires a specific license.

	India
	Restricted
	Permitted via PA-CB (Payment Aggregator-Cross Border) and OPGSP frameworks. Caveat: Transactions are capped (e.g., $10k for exports). No "informal" netting allowed; everything must flow through an AD Category-I Bank.

	Malaysia
	Allowed
	Governed by BNM Foreign Exchange Policy Notice 4. Caveat: Netting of intercompany trade is easy; netting of third-party remittances requires registration as an "Appointed Overseas Office."

	Pakistan
	Restricted
	Allowed only for Exchange Companies (ECs). Caveat: The State Bank of Pakistan (SBP) monitors the "net" position daily. Corporates are generally prohibited from netting and must use gross settlement.

	Vietnam
	Sandbox
	Currently restricted to the Fintech Sandbox. Caveat: Only companies specifically admitted to the State Bank of Vietnam (SBV) pilot program can legally net cross-border flows.






3. Sub-Saharan Africa (Evolving Hubs)
	Country
	Netting Status
	Regulatory Caveats

	South Africa
	Allowed
	Permitted for ADLAs (Authorized Dealers with Limited Authority). Caveat: Corporates require specific "Financial Surveillance" (ExCon) approval from the SARB to net intercompany flows.

	Kenya
	Allowed
	Permitted for Money Remittance Providers. Caveat: Regulated by the Central Bank of Kenya (CBK) under the 2013 Act. The "Net" settlement is usually performed with a Tier-1 local bank.

	Nigeria
	Evolving
	New 2024 CBN Guidelines for IMTOs allow for more flexibility. Caveat: The market is currently shifting from a "Gross-only" to a "Net-settlement" model to encourage USD liquidity in the official NAFEM market.

	Ghana
	Conditional
	Under the Payment Systems Act (2019). Caveat: Requires an "Enhanced PSP License." Most netting is restricted to settlements between mobile money operators and banks.



4. Middle East, North Africa, & Central Asia
	Country
	Netting Status
	Regulatory Caveats

	Turkey
	Allowed
	Governed by Law 6493. Caveat: Very common for Electronic Money Institutions. However, CBRT (Central Bank) requires real-time reporting of the "nature" of each transaction within the netted pool.

	Georgia
	Allowed
	Highly deregulated. Caveat: Almost no FX controls, making it a hub for netting. However, AML/KYC standards are strictly enforced to meet EU "Grey List" requirements.

	Kazakhstan
	Specialized
	Allowed primarily within the AIFC (Astana International Financial Centre). Caveat: Outside the AIFC, the "National Bank of Kazakhstan" (NBK) generally requires gross reporting for all residents.

	Armenia
	Allowed
	Permitted for licensed "Money Transfer Organizations." Caveat: One of the more liberal FX regimes in the Caucasus, but banks may charge high "monitoring fees" on netted transactions.



Critical Global Caveats for All LMICs:
1. The "Tax Trap": Tax authorities (like the NBR in Bangladesh or the RBI in India) look for Withholding Tax (WHT). If you net a $10,000 corporate payment against $10,000 of remittances, you still owe the tax on the $10,000 "outflow," even though no money physically left the country.
2. BoP Reporting: Failure to report the Gross inbound and outbound data is often classified as "data falsification" or "illegal FX dealing," even if the netting itself is legal.
3. The "Liquidity" Rule: Many LMICs (especially Thailand and Indonesia) require that the entity performing the netting holds a certain percentage of the "netted" value in a local bank account as a Guarantee Fund to protect consumers.
4. Sanctions Screening: Netting does not exempt you from OFAC/UN sanctions screening. Every individual sender and receiver in the netted "pool" must still be screened against sanctions lists.

Primary Sources:
· IMF Annual Report on Exchange Arrangements and Exchange Restrictions (AREAER).
· World Bank Payment Systems Development Group (PSDG) Reports.
· Central Bank FX Manuals (specific to each country listed above).
