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Abstract: In the Muslim world, there exist two opinions regarding crypto-
currency. The majority of the Muslim scholars is of the opinion that crypto-
currency is not Shari’ah compliant and therefore the matters related to it are
impermissible and haram while the other group of scholars see crypto-currency,
either as an asset or a type currency, which is Shari’ah compliant with certain
conditions and restrictions and therefore, according to them, the matters
associated with it are permissible and halal. This disagreement among scholars
leads to a general hesitation among Muslim community worldwide about
acquiring and dealing with crypto-currency. However, remaining isolated and
unconcerned from such a contemporary, vast and ever-growing capital market is
not good for the Muslims in particular and for the global economy in general.
There is a persistent need of a consensus through discussion and serious
consideration of the arguments presented from both sides. The paper under
review is one such attempt. In this paper, the arguments presented by the
proponents and opponents of crypto-currency have been analyzed in the light of
Shariah principles as elaborated in figh al-mu’amlat.

After introducing the subject in the first section, I discuss the opinions of
economists and Sharia jurists about the characteristics of mal and money along
with their definitions. The third section defines the terminologies related to
crypto-currency/coin/token, familiarity with which is essential for
understanding the topic, followed by the different purposes of crypto-currency,
kinds of crypto assets and the ways those are traded in the markets. The fourth
section outlines the arguments of those scholars who question the legitimacy of
the crypto-currencies followed by the arguments in the fifth section from the
scholars who consider these currencies as legitimate. In the sixth section, I
present a point-by-point critical and analytical discussion in the form of
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questions on the arguments from both sides, while the summary of the paper
along with conclusive remarks are covered in last section.

Keywords: cryptocurrency, digital assets, crypto assets, virtual currency, bitcoin,
tokenization, Figh al-Mu'amalat.

Summary of the Article:
1. Introduction and Background: Cryptocurrency emerged with Bitcoin’s launch
in 2009, based on a concept introduced in 2008 by the mysterious figure known as
“Satoshi Nakamoto.” This decentralized digital currency revolutionized the idea
of money by removing centralized authorities. From just 50 cryptocurrencies in
2013, the market has since exploded to nearly 23,000 tokens by November 2023,
with around 10,000 actively traded and a global market capitalization of $2.57
trillion as of March 2023. Within the Muslim world, opinions among scholars are
divided. Approximately 70% declare cryptocurrencies haram (prohibited), mainly
due to their decentralized nature and lack of formal issuing authority.
Conversely, about 30% allow conditional permissibility, arguing that widespread
public acceptance can confer legitimacy under Shariah law. This split creates
uncertainty among Muslims about engaging with crypto markets, potentially
putting them at an economic disadvantage as this sector grows rapidly. This
paper advocates for a careful, collective scholarly consensus that thoughtfully
we(@hsdeptiupbrbpactdations: Wealth, Currency, and Money in Islamic and
Economic Thought

e Islamic Jurisprudence on Wealth (“J\”): Understanding “J\” (wealth)

and “¢#* J (legally recognized valuable wealth) is essential. Different
Islamic schools —Hanafi, Maliki, Shafi’i, Hanbali—offer varied criteria
for what counts as wealth or currency. For example, Hanafis distinguish
between valuable and non-valuable assets, allowing ownership even if
transaction permissibility is limited in some cases.

e

e Linguistic and Economic Definitions: In Arabic, “#” generally refers to

gold, silver, or any medium of exchange, while Urdu word “.” often
means coins. Economists define money as an asset widely accepted for
purchases, serving three key functions: medium of exchange, unit of
account, and store of value. Mufti Taqi Usmani echoes this, emphasizing
that money must be conventionally accepted and preserve value.
e Classification of Money:
o Commodity money: Tangible items with intrinsic value (e.g.,
gold, silver)
o Fiat money: Paper currency backed by government trust without
intrinsic value
o Fiduciary money: Instruments like checks, backed by issuer
promises
o Electronic money: Digital forms of fiat currency, such as mobile
payments



e Stability and Legitimacy: Classical scholars stressed the importance of
value stability to prevent market disruptions. Modern economists and
Islamic jurists similarly agree that wide acceptability, price measurement
capability, and value storage are key features of money.

3. Cryptocurrency: Definitions and Technical Overview

e Digital currency refers broadly to electronically existing money, whether
government-backed (electronic money) or privately created (virtual
currency).

e Cryptocurrencies are virtual currencies secured by cryptography,
decentralized and tamper-proof.

e Altcoins refer to cryptocurrencies other than Bitcoin and Ethereum.

e Central Bank Digital Currency (CBDC) is government-issued digital fiat
currency without blockchain consensus mechanisms.

¢ Blockchain is a decentralized ledger storing transactions in immutable
blocks, secured by cryptographic hashes.

e Consensus mechanisms include Proof of Work (PoW), which relies on
computational mining, and Proof of Stake (PoS), where validators stake
coins to verify transactions.

e Wallets hold private keys and public addresses for storing crypto.

e Exchanges provide platforms for crypto trading, ranging from
centralized to decentralized and hybrid models.

e ICOs (Initial Coin Offerings) and ITOs (Initial Token Offerings) are
fundraising methods, with ICOs typically less regulated.

4. Historical and Economic Context: Money has evolved from tangible assets like
gold receipts to state-backed fiat currencies relying on trust. Cryptocurrency was
introduced to remove state control and intermediaries, using blockchain
technology to ensure secure, transparent transactions. The timestamp server

prevents double-spending by maintaining chronological transaction order.
5. Classification of Crypto Assets

¢ Fungible tokens: Interchangeable, like Bitcoin and Ethereum.
¢ Non-Fungible Tokens (NFTs): Unique, indivisible assets such as digital
art.
e Coins vs. Tokens: Coins serve as money, while tokens represent rights
or assets.
e Stablecoins: Pegged to assets or algorithms to reduce volatility.
e Meme coins: Created primarily for entertainment, lacking intrinsic
utility.
e  Other tokens include utility, asset-backed, revenue, equity, and buy-back
types, each serving distinct functions.
6. Islamic Scholarly Positions on Cryptocurrency: On September 23, 2022, the
International Union of Muslim Scholars declared cryptocurrency use and
creation haram. Similar prohibitive fatwas have been issued by Islamic
authorities in Saudi Arabia, Libya, Syria, the UAE, and India. Overall, about 70%
of global Islamic rulings on crypto prohibit it, while 30% allow conditional

permissibility.



7. Arguments Against Cryptocurrency

1. Lack of Physicality and Stability: Cryptos lack tangible form and stable
intrinsic value.

2. Failure as Currency: Due to volatility and complexity, cryptocurrencies
often fail as reliable media of exchange, units of account, or stores of
value.

3. No State Guarantee: Issuing currency is traditionally a sovereign right,
and cryptos lack government backing or physical assets.

4. Contradiction with Maqasid al-Shari’ah: Cryptos encourage speculation
over productive investment, conflicting with Shariah’s emphasis on real
economic activity and justice.

5. Gharar (Uncertainty) and Qimar (Gambling): Price volatility and risks
liken crypto trading to gambling, which is prohibited.

6. Harmful Uses and Economic Risks: Crypto’s use in money laundering,
tax evasion, and criminal activities violates public interest, justifying
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prohibition through “sadd al-dharad’i’”” (blocking harm).
8. Arguments Supporting Permissibility
1. Presumption of Permissibility: Financial matters are lawful unless
explicitly forbidden, and crypto meets key criteria.
2. Qualifies as Wealth (Mal): Increasing public demand and digital wallets
reflect its value as property.
3. Fits Economic Definitions: It serves as a medium of exchange, unit of

account, and store of value in active markets.
4. Public Acceptance: Shariah permits widely accepted assets as currency,

even without state sanction.
5. Meets Classical Currency Requirements: Money need not be physical to

be known, valuable, present, and usable.
6. Customary Practice (Ta'amul): If society agrees on using crypto, state

backing isn’t necessary.

7. Potential for Decentralized Monetary Systems: Trustworthy, secure
decentralized currencies could fulfill money functions and align with
Shariah principles.

9. Critical Evaluation of Scholarly Arguments: The debate is often overly
binary —cryptocurrency is diverse, and tokens vary in use. Cryptos, though
intangible, function as real assets much like electricity. The government
monopoly on currency is challenged by history and economics, where public
acceptance legitimizes money. While volatility is a valid concern, fiat currencies
also face inflation and instability. Speculation currently dominates crypto
markets, clashing with Islamic finance ideals. Risks like hacking exist but aren’t
unique to crypto. Illegal uses don’t inherently make the asset impermissible;
misuse is distinct from the asset itself.

10. Conclusions and Recommendations: There is no single, definitive form of
“price” or “consideration” in Islamic sales; any valuable item can serve.
Cryptocurrencies, widely accepted and traded, qualify as “mal mutagawwam”
(valuable assets). Arguments based solely on lack of physicality or utility are
weak. Given risks of fraud and lack of regulation, a cautious approach is
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warranted, with central bank digital currencies offering potentially safer
alternatives. Due to misuse, speculation, and volatility, cautious avoidance and
regulatory oversight are advisable. Scholars should avoid blanket rulings and
pursue nuanced, case-by-case assessments. Until robust governance and
safeguards exist, Muslims should approach crypto investments cautiously,
prioritizing compliance with Shariah and national laws.
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