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Abstract

The rapid growth of cryptocurrency as a digital financial instrument raises
fundamental questions regarding its compatibility with Islamic legal principles,
particularly the prohibitions of riba, gharar, and maysir. This study examines the
concept of riba through maqasidi exegesis, identifies the characteristics and
functions of cryptocurrency as a financial instrument, and applies a waqaSidi
analytical framework to assess its Shariah eligibility. Employing qualitative library
research with a descriptive-analytical method, the study examines Qur’anic
verses concerning rzba, classical and contemporary fafsir works, and digital
finance literature as primary and secondary sources. The findings demonstrate
that, from a maqasidi perspective, the prohibition of 7iba is not confined to the
formal existence of an increment in a transaction but is grounded in four
substantive considerations: economic injustice, exploitation, the undermining of
wealth preservation (hifz al-mal), and social destabilization. Accordingly,
cryptocurrency cannot be classified as categorically permissible or prohibited; its
legal status requires a graduated assessment based on its underlying mechanism
and intended use. Real-asset-backed stablecoins tend toward conditional
permissibility, while spot transactions involving cryptocurrencies with genuine
utility may be permissible under appropriate supervision. By contrast, the
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widespread use of Bitcoin as a medium of exchange raises concerns ranging from
reprehensibility to conditional prohibition, whereas interest-bearing DeFi
lending, crypto derivatives, and fraudulent digital schemes are deemed
prohibited. The study concludes that wagasidi exegesis provides a more adaptive
evaluative framework than reliance on classical analogical reasoning alone for
addressing digital financial innovation. This framework contributes to
contemporary Islamic finance scholarship by enabling context-sensitive Shariah
assessment of cryptocurrency instruments according to their mechanisms,

purposes, risks, and socioeconomic consequences.

Keywords: Cryptocurrency; Islamic Finance; Magasid al-Shari‘ab; Magasidi
Exegesis; Riba

INTRODUCTION

The era of digitalization and the Industrial Revolution 4.0 have transformed the
global economic landscape through the emergence of cryptocurrencies. From mere
information technology discourse, crypto has now become a financial asset considered by
institutional investors, corporations, and individuals alike, with a market capitalization that
has reached trillions of dollars (Raharjo, 2022). The blockchain technology that underpins it
promises decentralization and transparency, but also brings extreme volatility that has created

a new paradox in the history of modern finance (Huynh et al., 2022).

This phenomenon is directly in conflict with the sharia economic legal framework

which strictly prohibits usury, gharar and maysir. Allah SWT. said in Q.S. al-Bagarah (2): 275,

“9ill 2555 ’@.’J\ ll £4>13...Allah has permitted buying and selling and forbidden usury..." .

These three prohibitions are the main benchmarks in assessing the suitability of a financial
instrument, and the volatile and speculative nature of cryptocurrencies triggers a major

dilemma among Muslims regarding their legal status (Warman & Hayati, 2022).

The inconsistent stance of religious authorities demonstrates the gravity of this
dilemma. In Indonesia, crypto assets are considered permissible as commodities, but their
use as a medium of exchange is considered to involve gharar and maysir, making them
forbidden (Siregar et al., 2024). On the other hand, a number of religious authorities in the
Gulf region tend to open up space for Bitcoin and Ethereum transactions as long as they
meet certain conditions and are used for legitimate purposes (Hamin, 2020). These differing

views are often triggered by approaches that directly analogize (gzyas) crypto to old financial
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instruments such as stocks or foreign exchange, even though the intrinsic nature of crypto
without a physical underlying asset, without a central authority, and its value is entirely
determined by market confidence, making this analogy tend to be forced and fail to

comprehensively capture the essence of the problem (Hassan et al., 2025).

To address these methodological limitations, this study employs the mwaqasidi
interpretation approach, a methodology that focuses on the objectives (7agasid) behind legal
stipulations, specifically adopting the systems approach developed by Jasser Auda as a
contemporary analytical tool. Previous studies on crypto from a sharia perspective are
generally divided between the normative qiyas approach, which tends to lead to binary
conclusions about hala/ and haram, and the partial magasid approach, which focuses on only
one specific asset type without formulating a generalizable assessment framework (Auda,
2008b). The novelty of this study lies in its attempt to reconstruct the essential objective of
the prohibition of usury through a cross-reading of classical interpretations and Auda's
systems approach, then applying it in a structured manner to various crypto mechanisms,
from Proof-of-Wortk-based Bitcoin, Ethereum and the Proof-of-Stake-based DeFi
ecosystem, to stablecoins, resulting in a multilevel assessment model (al-taqyim al-mutadarry),

rather than a single verdict applicable to the entire crypto ecosystem..

A review of previous research reinforces the urgency of this innovation. Huda and
Amin’s study, which analyzes Bitcoin from the perspective of its legitimate requirements as
Saman (money), such as its intrinsic value and general acceptance (Za'ammul), concludes that
Bitcoin does not meet the requirements for money and contains gharar, thus being deemed
haram across the board, regardless of its usage mechanism (Huda & Amin, 2025). Jamal's
study which uses the mwagasid al-syari'ah framework to assess Ethereum and stablecoins, with
a focus on safeguarding wealth (h#fz al-mal) and reason (hifz al-'agl), provides an important
contribution but is limited to one or two types of assets so it has not yet produced a
framework that can be applied to the crypto ecosystem at large (Jamal, 2024). These two
studies represent two major trends in the existing literature: normative giyas, which tends to
produce binary verdicts, and partial maqasid, which targets only one instrument. This
research positions itself as both a continuation and a methodological correction of both
tendencies, by offering a functional assessment model applicable to a variety of evolving

crypto mechanisms.
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This article examines the feasibility of cryptocurrency as an Islamic financial
instrument by applying a magasidi tafsir approach to the concept of riba, cryptocurrency
characteristics, and their alignment with Sharia objectives. It aims to develop a
comprehensive framework for evaluating digital financial innovations beyond surface-level
transactions. Theoretically, this study enriches Quranic and Islamic studies on justice and
wealth preservation (h#fz al-mal); practically, it guides scholars, the public, and regulators in

identifying risks related to 72ba, gharar, and maysir to develop responsive financial policies.

METHODS

This research is a qualitative, library-based study with descriptive-analytical and
integrative-conceptual approaches (Nasution, 2023; Sugiyono, 2022). This approach was
chosen to explore the dialectic between Islamic normative-juridical texts and the empirical
phenomena of contemporary financial technology. The primary focus of the research is
directed at the ontological and axiological reconstruction of the prohibition of usury through
the lens of Islamic legal philosophy, which is then dialectically confronted with the technical
architecture and operational mechanisms of cryptocurrencies. Through a systematic library
research design, this research seeks to produce a normative synthesis that is contextual and

adaptive to digital economic disruption.

The research data corpus is classified into two main categories: primary and
secondary. The primary data is rooted in authoritative sources of Islamic law, including
Qur'anic texts and hadiths on thematic issues of usury (77ba), the literature of mu'tabar
(interpretative) interpretations, and monumental works on Islamic jurisprudence (Us#/ al-
Figh) and the Magasid al-Shari‘ah (Islamic principles)—particularly Abua Ishaq al-Syatibi's Al-
Muwafaqat fi Usdl al-Shari‘ah and Muhammad al-Tahir Ibn ‘Asyar's A~-Muwafagat fi Uil al-
Shari‘ah al-Islamiyyah. Meanwhile, secondary data was obtained from reputable scholatly
journal articles in the fields of Islamic economics and fintech, publications by monetary
policy regulators and crypto exchanges, technical reports from the digital asset ecosystem,
and technical whitepapers from relevant blockchain protocols. Data collection was
conducted through critical documentation and a systematic literature search across languages
(Sulistiyo, 2023). This process was operationalized through four hierarchical stages:
identification of relevant literature with thematic keywords; selection based on parameters of

academic validity and the credibility of scientific authorities; classification of data into
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normative, theoretical, and technical-operational clusters; and conceptual synthesis to map
the common thread between the prohibition of economic exploitation and the consensus

feature of digital assets (Hasan et al., 2025).

The data analysis technique applied qualitative content analysis integrated with a
systems approach framework based on the magasid formulated by Jasser Auda. This
framework was used to dismantle and reconstruct the law prohibiting usury to avoid
atomistic and rigidly textualist reductions. The analysis was operationalized through six
features of Auda's system: (1) Cognitive Nature: Separating the boundaries between the
sacred text of revelation and the results of human ijtihad bound by historical context (human
cognition). (2) Wholeness: Analyzing the principles and prohibitions of usury holistically
through the entire fabric of the evidence, not isolated interpretations of verses. (3) Openness:
Accommodating critical dialogue between sharia principles and the dynamics of the modern
decentralized financial ecosystem. (4) Interrelated Hierarchy: Linking the objectives of
substantive justice, protection of property (hifz al-mal), and prevention of mafsadat as an
intertwined magasid structure. (5) Multidimensionality: Assessing the legitimacy of crypto
instruments through a multidimensional spectrum—covering aspects of formal legal
compliance, monetary viability, social-distributive impact, and moral ethics. (6)
Purposefulness: Making the realization of universal benefits and mitigation of harm (dar’ al-

mafasid) the final compass in formulating a tiered assessment framework for cryptocurrencies

(Auda, 2008b).

RESULTS
The Concept of Usury from the Perspective of Maqasidi Tafsir

Etymologically, the word riba comes from the root raba yarbi which means to
increase, develop or rise, a meaning which is linguistically neutral (Manzar, 1994). When used
in the context of muamalah, the term narrows its meaning so that it refers to certain forms of
addition that are prohibited by the Shari'a. Terminologically, Wahbah al-Zuhaili defines 7iba
as an addition required in an exchange contract without compensation that is justified by the
sharia (Al-Zuhayli, 1985). Meanwhile, Muhammad Abu Zahrah explains usury as an excess
taken by one party in a debt-credit transaction or exchange of usurious goods which causes

aloss of balance between rights and obligations. These two definitions converge on the same
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point: usury is not simply a matter of nominal value, but rather the absence of a fair exchange
of benefits. Broadly speaking, scholars distinguish between 77ba nasi'ah, which is the additional
fee required for a delay in payment in a lending transaction, and 7iba fad/, which is the
exchange of similar goods that is unequal in quantity, size, or quality (Al-Zuhayli, 1985), as

confirmed in the hadith of the Prophet SAW. following:
Gl B3 3 o1 315 a3« Jhey Slhe iaally nal5 ey Slhe bl Al

The meaning: “Gold with gold (must be exchanged) is of equal value, silver with silver (must be
exchanged) is of equal value; Whoever adds or asks for additional, indeed be has committed usury.” (H.R.
Muslim, Kitab al-Musaqah)

This hadith became the main reference for the fuqaha in formulating the six ribawi
commodities (gold, silver, wheat, sya'ir, dates, and salt) as well as the rules of equality (ZanzaSul)
and immediate handover (fagabud) in the exchange of similar goods—a rule that later became
a direct reference in assessing the validity of sharf contracts on gold-based stablecoins. The
prohibition of usury in the Qur'an takes place in stages (tadarruj fi al-tasyri’), reflecting the
character of the Shari'a which builds awareness of the people gradually before establishing a

firm prohibition. The first stage is contained in the word of Allah Swt.:
Sial5 01 855 Gl st 385 3 T Ll i 555506 ol 13T § 5380 5 53 i s
Oshaiall ka
The meaning: “And if you give riba (additional) so that people's wealth will increase, that riba

will not increase in the sight of Allah. As for the zakat which you give with the intention of gaining Allah's
approval, then they are the ones who multiply (the reward).” (Q.S. al-Rum [30]: 39)

This verse does not explicitly stipulate the prohibition of usury, but provides a moral
assessment that the additional income obtained through usury has no value in the sight of
Allah, so that the Qut'an begins to shift the orientation of society from material gain to

blessings (Kathir, 1998). The second stage is confirmed through:

LT G132 fode G, 98U AR Tae JL L Wl 14T o KT5 4 157 283 Ll fadsis
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The meaning: “And because they consume usury, even though they have been forbidden from it,
and (because) they consume people's wealth in an unlawful way (batil). We have prepared for the disbelievers
among them a very painful punishment.” (Q.S. al-Nisa' [4]: 161)

Al-Tabari explains that the mention of usury in this verse is a warning to Muslims
not to repeat the deviations that were committed by previous generations, so that the
prohibition of usury has a historical and moral dimension which emphasizes that economic
exploitation is contrary to divine values (Al-Tabati, 2000). The third and peak stage of the

prohibition of usury is determined through the following series of verses:
(23] 15305 iy GU0S< ol Gom G2l ATty (o) 25kt ) Gty ¥ 31 5T G

dle5a

? 5 .

5 calie s A6 (B 45 03 Alaeda bels ade il w555 A3 401 UaTaalipl s 4idd
s Lpd iy B0 Llisal Slilalh le Bzl

The meaning: “I'hose who consume (transact in) usury cannot stand except as one who staggers

due to a devil's possession. That is because they say that buying and selling is like usury. But Allah has
permitted buying and selling and forbidden usury. Whoever receives a reminder from his Lord and then

refrains, then what he has acquired is his, and his affair is with Allah. Whoever repeats it, those are the
inmates of the Fire; they will abide therein forever.” (Q.S. al-Bagarah [2]: 275)

Fakhr al-Din al-Razi explained that the fundamental difference between buying and
selling and usury lies in the existence or absence of an exchange of benefits and risks: buying
and selling contains a balanced exchange, while usury produces one-sided profits without a
balance of rights and obligations (Al-Razi, 1999). Al-Qurtubi added an important dimension
through his interpretation of Q.S. al-Baqarah (2): 278, “leave what remains of usury,” which
he understood as indicating that the prohibition on usury applies even to transactions that
are already in progress and not yet settled—reflecting the social dimension of the prohibition
on usury which not only prevents new exploitation, but also requires the elimination of
existing structures of exploitation (Al-Qurtubi, 1964). Ibn Kathir summarizes this discussion
with an emphasis on exploring legal reasons (¢a'/il al-hukn), concluding that r7ba is essentially

a form of disguised deception that exploits the urgent needs of others for one-sided gain

(Kathir, 1998).
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The confirmation of the Qut'an is strengthened by the hadith of the Prophet
Muhammad saw. In the hadith narrated by Abu Hurairah r.a., Rasulullah saw. said:

G Gud) (1585 Sl ol S50 B S5 ey < Jsi 5 15308 colssll il 153
oliedll coliza sl JaiBs ccasill a5 J5315 «eaidl JUs (KT5 (501 8T >?; Q235
;Méw‘
The meaning: “Stay away from the seven things that destroy. The companions asked, 'O
Messenger of Allab, what is that?" He said, "Associating partners with Allah, magic, killing souls which
Allah has forbidden except for a just canse, consuming usury, consuming the property of orphans, running

away from the battlefield, and accusing pure and negligent believing women of adultery.”” (H.R. al-Bukhari
dan Muslim, dari Aba Hurairah)

Another hadith narrated by Jabir confirms the broader scope of the prohibition:
2150 (b B3 ity 44585 408545 L3I (ST 85 1l sy
The meaning: “Rasulullah saw. cursed the usury taker, the giver, the recorder, and the two

witnesses, saying: they are all the same.” (H.R. Muslim, Kitab al-Musaqah, dari Jabir)

These two hadiths show that the prohibition of usury covers the entire chain of
transactions, not just the party who directly enjoys the benefits, at the same time, it
emphasizes that sharia views usury as a structural crime that involves collective responsibility,

not just an individual violation.

Reading the series of verses, hadith and classical interpretations through the magaszdi
framework, the prohibition of usury can be reconstructed into four substantive objectives.
First, economic justice (al-'addlah al-igtisadiyyah), which includes fairness in exchange,
distribution and transaction procedures. Ibn 'Asyir linked this economic justice to alfitrah
al-insaniyyah, a human instinct that naturally rejects injustice, so that usury is seen as the most
naked form of injustice because it allows the growth of wealth without work, without risk,
and without a real contribution to production (MZ et al., 2023). Second, preventing
exploitation (man'n al-istighlal) of parties in a weaker bargaining position. Ibn al-Qayyim al-
Jawziyyah in I'lam al-Muwaqqi'in asserts that the prohibition of usury is essentially a

prohibition against “devouring the wealth of others in an unlawful manner,” as stated in the

word of Allah:
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16115 Ygea&in (a8 o2 Bl 5sS of V) bl (& o L1541 18T ¥ 1527 ol W g
s 1 O 0 )&

The meaning: “O you who believe, do not consume each other's wealth in a false way, except in

S

trade that takes place on the basis of mutual consent between yon. And don't kill yourself. Indeed, Allah is
Most Merciful to you.” (Q.S. al-Nisa' [4]: 29)

The exploitation in question is not always individual: structurally, a usury-based
system can create a mechanism for the transfer of wealth from debtors to creditors or from
the productive sector to the speculative financial sector (Al-Jawziyyah, 1991). Third, the
protection of property (hifz al-mal), which not only protects individual ownership, but also
the economic system as a whole from structural distortions caused by the usury mechanism;
Muhammad Umar Chapra added a macroeconomic dimension that the interest-based
financial system tends to create unstable economic cycles and enlarge asset bubbles (Chapra,
1992). Fourth, maintaining social stability (alistigrar al-ijtima'i), because usury has historically
always been a source of conflict between the creditor class whose wealth grows passively and

the debtor class who are trapped in a spiral of ever-growing debt (‘Asyar, 2001).

This finding is in line with the conclusion that classical interpretation actually
contains the seeds of magasidi reading, even though it has not used this terminology explicitly
(Azis et al., 2024). Al-Syatibi in a/-Muwafaqat emphasizes the epistemological principle that
every provision of sharia must have an objective that can be identified through a thorough
examination of all related evidence (Al-Syatibi, 1997), a principle that was later developed by
Muhammad Hashim Kamali through the 7a'/il al-ahkan bi al-magasid method, namely legal
reasoning based on the objectives of the Shari'a, where a mujtahid not only asks whether a
transaction contains formal elements of usury, but also whether the transaction produces
effects that are prohibited by the objectives of the Shari'a (Kamali, 1996). Nuruddin al-
Khadimi emphasized that this kind of waqasids paradigm requires mastery of the empirical
reality that is to be assessed (Al-Khadimi, 1998). So a sharia assessment of cryptocurrencies
cannot be carried out adequately without a deep understanding of how this technology
works. The implications are significant: sharia assessment of a financial instrument, including
crypto, cannot rely solely on the similarity of its external form to bank interest, but must

explore the presence or absence of these four destructive elements in their mechanism and

2768 ALSYS: Jurnal Keislaman dan Ilmu Pendidikan



Satriawan, Siti Asiah, Muhyidin Azmi

real impact. The answer to the first problem formulation is the framework for the analysis in

the next two sub-sections.
Development of Maqasid Theory: al-Juwayni, al-Ghazali, and al-Syatibi

The magqasidi framework used to reconstruct the concept of usury above did not
emerge in a directly systematic form, but rather developed gradually through the thinking of
three key figures in #sz/ al-figh. Imam al-Juwayni (d. 478 AH) laid an important foundation
in his work a/-Burhan fi Usil al-Figh, demonstrating that legal provisions can be understood
not only from their textual form, but also through the reasons and objectives behind their
determination. He also introduced the division of human needs into daririyyah (basic needs),
hajiyyah (suppotting needs), and tahsiniyyah (complementary needs), a division that became

the foundation for subsequent agasid theory..

Imam al-Ghazali (d. 505 AH) took this idea to a more structured level by emphasizing
the welfare (maslahah) as the primary objective of Islamic law. In a/-Mustasfa, he formulated
that the objective of sharia is to safeguard the five basic human needs (a/-daririyyat al-kbams):
religion (hifz al-din), life (hifz al-nafs), reason (hifz al-'agl), progeny (hifz al-nasl), and property
(hifz al-mal) (Al-Ghazali, 1993). This formulation is the main reference framework for this
research in assessing the position of wealth (7al) and its protection (hifz al-mal) as one of the

five needs.

Imam al-Syatib1 (d. 790 H) then refined this theory systematically in a/-Muwafagat by
dividing maqasid al-syari'ah into three tiered categoties: maqasid daririyyah (basic needs which
if not met threaten the existence of life), magasid hajiyyah (secondary needs which eliminating
difficulties), and magasid tahsiniyyah (improving the quality of life) (Al-Syatibi, 1997). This
hierarchical division is what inspired the multilevel assessment model (a/-taqyin al-mutadarriy)
proposed in this study in section C.3, as it demonstrates that sharia itself does not view all
muamalah issues in a binary manner, but rather in a gradual manner according to the scale of
their impact and urgency. This development of thought was then continued by contemporary
thinkers such as Jasser Auda through a systems approach, which serves as the primary

analytical instrument of this study (Auda, 2008a).
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Characteristics and Functions of Cryptocurrency as a Financial Instrument

Classical economics positions money as a structural solution to the limitations of
barter, with three main functions: medium of exchange, unit of account, and store of value
(Ichsan, 2020). Islamic economics limits the function of money to only the first two
functions; the store of value function in the sense that justifies the hoarding and
commodification of money for profit is rejected because it opens up opportunities for usury
and speculation (Sihombing, 2022). The next fundamental question is whether crypto is
classified as wal (wealth) according to Islamic jurisprudence. Hanafi scholars require physical
form (‘ayn) for something to be considered mal. Meanwhile, the majority of scholars
formulate mal more broadly as everything that is valuable and can be owned and utilized
(Rosele et al., 2022). Based on this general standard, digital assets have the potential to be
categorized as zal as long as they have a recognized economic value, can be owned, and can

be utilized, provided they are free from excessive gharar.

Technically, cryptocurrency is a digital asset that operates on blockchain technology,
a decentralized record-keeping system without a single authority that guarantees the
authenticity of data through network consensus, rather than through trust in a central party
(Pilkington, 2016). Bitcoin, introduced by Satoshi Nakamoto in 2009, validates transactions
through a Proof of Work (PoW) mechanism, where miners compete to solve cryptographic
puzzles using computing power (Antonopoulos, 2017). Ethereum and a number of next-
generation blockchains are moving to a Proof of Stake (PoS) mechanism, where validators
are selected based on the number of coins staked, paving the way for smart contract
execution, which is the foundation of the Decentralized Finance (DeFi) ecosystem (Buterin,
2015). The distinctive characteristics of crypto are pseudonymous because the user's identity
is not directly revealed even though the transaction trail can be traced on the blockchain, the
transactions are irreversible because they cannot be canceled once confirmed, and the supply
is generally limited so that it is deflationary, fundamentally differentiating it from

conventional fiat money whose supply can be increased by monetary authorities.

Another technical dimension that is relevant from a sharia perspective is tokenomics,
namely the entire system that regulates the creation, distribution, supply, and utility of a token
within its ecosystem. Tokenomics elements include total supply, burn mechanisms, and
participation incentives designed to align the interests of developers, investors, and user.

From a magqasidi perspective, tokenomics is a critical point for assessing whether a crypto
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asset has real utility value (manfa'ah hagigiyyah) ot is solely designed for speculative purposes.
Empirical data also shows that crypto ownership—particularly Bitcoin—is highly
concentrated, with less than two percent of wallet addresses controlling over seventy percent
of the circulating supply, a fact that will be an important consideration in the analysis of
distributive justice in the next subsection. Indonesian regulations currently position crypto
assets as commodities traded on futures exchanges, not as currencies or Islamic financial
instruments (Annisa & Isroqunnajah, 2025), a pragmatic approach that does not

substantively address sharia questions.

DISCUSSION

Maqasidi Analysis of the Feasibility of Cryptocurrency as a Sharia Financial

Instrument

Referring to the four substantive objectives of the prohibition of usury that have
been formulated, cryptocurrencies cannot be assessed as a single entity, but rather as an
ecosystem whose respective mechanisms need to be tested independently using the

interrelated multidimensionality and hierarchy features of the Auda system approach.
1. Bitcoin and Proof of Work-Based Assets

Bitcoin, as a PoW-based asset, presents a serious maqasidi ambivalence: on the one
hand, the absence of a central authority that can manipulate the money supply theoretically
protects society from artificial inflation, which is often an instrument of state exploitation of
asset holders; on the other hand, the extreme concentration of ownership, with less than two
percent of wallet addresses controlling more than seventy percent of the circulating supply,
creates a distributive injustice that contradicts the principle of equitable circulation of wealth
(al-raway). From the exploitation side, the PoW mechanism produces a capital asymmetry
between large mining pools with massive infrastructure and small miners who are eliminated
when energy and hardware costs exceed the rewards received—a distributive pattern that,
despite its different medium, produces effects similar to 7ba: the powerful increasingly
benefit, the weak increasingly marginalized. From the perspective of hifz al-mal, ptice
volatility that has plunged more than eighty percent in one bear market cycle makes it difficult
to fulfill the function of asset preservation for ordinary users who use Bitcoin as savings,

although this assessment must still be proportional: Bitcoin held as a long-term investment
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asset by parties who understand the risks is different in maqasidi from Bitcoin marketed to

the general public as a safe savings instrument.

2. Ethereum and the Smart Contract Ecosystem

Ethereum presents a more complex issue. Staking rewards in PoS mechanisms differ
from conventional lending interest, as validators bear the real risk of having their stakes
slashed in the event of fraud or inactivity—a characteristic that, referring to Ibn Rushd's
distinction between incremental gains from exchange contracts and incremental gains from
actual contributions to the system, falls into the latter category (Rushd, 1416). However, the
DeFi ecosystem is built on Ethereum, such as lending and borrowing platforms with fixed
or variable interest rates determined by algorithms (Babu et al., 2024). In substance, it is no
different from conventional banking: borrowers pay interest without a proportional risk
sharing. Technological sophistication does not change the underlying economic reality,
because the reason for the prohibition of 77ba lies in its structural impact, not in the medium

of transaction (Al-Qaradawi, 1994).
3. Stablecoins: Between Solution and Illusion

Stablecoins require careful distinction, not simply being accepted as a “Sharia bridge”
without thorough verification. Fiat-based stablecoins like USDT and USDC hold their
collateral reserves in conventional, interest-bearing instruments like government bonds and
certificates of deposit, making each unit in circulation structurally connected to a riba-based
ecosystem. In Islamic jurisprudence, this issue is relevant to the concept of a/-darar al-
muta'adds, or the corruption that spreads, even though users do not directly engage in 77ba
transactions, their participation indirectly funds the interest-based ecosystem. In contrast,
physical gold-backed stablecoins like PAX Gold represent direct ownership of a real
commodity stored in a regulated vault (Company, 2019), so that it is much closer to the ideal
principle of hifz al-mal with the note that the ownership agreement must still fulfill the sharf
requitements, namely immediate handover (fagabud) and equivalence of value (famasul) if
exchanged for physical gold, as per the framework that can be adapted from the DSN-MUI
fatwa regarding the non-cash sale and purchase of gold (Dewan Syariah Nasional-Majelis
Ulama Indonesia, 2020).

4. Gharar and Maysir. Beyond Formal Definitions
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The analysis of gharar and maysir also needs to go beyond the formal identification of
uncertainty and profit and loss, to the question of how significant their impact on magasid is
and whether there are mechanisms available to neutralize them. Classical jurists distinguish
between minor gharar (yasir), which can be ignored, moderate gharar (mutawassit), which
depends on the context, and severe gharar (fahisy), which invalidates the contract (Qudamah,
1418). Price fluctuations alone do not automatically categotize crypto as gharar fahisy, as
volatility also occurs in commodities that are legitimate according to Islamic jurisprudence,
such as gold, silver, and agricultural products. What distinguishes gharar in crypto from
ordinary price fluctuations is the accumulation of three layers of uncertainty: legal
uncertainty, because the legal status of crypto can be changed at any time unilaterally by the
government; technical uncertainty, in the form of protocol vulnerability to network majority
attacks or bugs in smart contracts; and fundamental value uncertainty, because most
cryptocurrencies lack established intrinsic valuation instruments like stocks or bonds. These
three layers of uncertainty, when combined with low retail investor literacy, can reach the
level of gharar fihisy, as defined by Ibn Qudamah in al-Mughni, namely the inability of the
parties to adequately recognize the object of the contract (Jabatan Mufti Negeri Selangor,
2021).

The prohibition of gharar in muamalab figh is based on the hadith of the Prophet Saw
narrated by Abu Hurairah:

Sl o 525 3Lzl s 2 g dile il Jio il oy o
The meaning: “I'he Prophet Mubammad Saw forbade buying and selling by throwing pebbles

(transactions withont certainty of the object) and gharar buying and selling (containing uncertainty).” (H.R.
Muslim from Abu Hurairah)

This hadith serves as the primary basis for jurists in formulating the gradation of
gharar as described above: the prohibition is not directed at all forms of absolute uncertainty,
as almost all muamalah transactions contain an element of uncertainty to some degree, but
rather at uncertainty that precludes adequate knowledge of the object of the contract. As for
maysir, it is more appropriate to measure it not by the presence or absence of a winner or
loser, as such a narrow definition would render all stock and commodity trading as waysir,

but rather by three parameters: the absence of productive economic activity underlying the
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transaction, the zero-sum nature where one party's profit comes solely from the loss of the
other without creating new value, and the dominance of luck over analysis and skill. Based
on these three parameters, trading in crypto derivatives such as futures, options, and
perpetual contracts, Initial Coin Offerings (ICOs) from projects with no tangible product,
and yield farming with extreme annual returns unsupported by real economic activity tend
to meet the criteria for maysir. In contrast, spot purchases of cryptos that have real utility
such as ETH to pay network transaction fees or BT'C as a hedge against fiat inflation are
closer to the category of permissible speculative asset trading, a distinction that Malaysian
religious authorities also use in their resolutions between crypto purchases for transactional

purposes and pure speculation for short-term gains (Jabatan Mufti Negeri Selangor, 2021).
5. Calculation of a/-MaSlahah wa al-Mafsadah

The calculation of al-maslahah wa al-mafsadah demands honesty in data, as emphasized
by al-Ghazali in a/-Mustasfa that the determination of maslahah-based law must be based on
measurable reality, not on assumptions or one-sided desires, whether from those who
exaggerate the benefits of crypto or who excessively distort its risks (Al-Ghazali, 1993).
Claims of financial inclusion through crypto face a fundamental paradox: the unbanked
groups it primarily targets generally also lack smartphones, stable internet connections, and
sufficient digital literacy to use crypto safely (World Bank, 2022). Meanwhile, crypto adoption
data in developing countries like India, Nigeria, and Vietnam is dominated by educated urban
groups, not truly unbanked groups (Chainalysis Team, 2023). A more concrete and verifiable
benefit lies in the efficiency of cross-border remittances: the cost of international money
transfers via conventional channels averages 6.2 percent of the transaction value, while
transfers via crypto networks can be reduced to below one percent—a difference that has a
direct material impact on the ability of Indonesian migrant workers' families to meet basic
needs (Badan Pelindungan Pekerja Migran Indonesia, 2024). Tokenization of real assets
through blockchain, such as digital sukuk and agricultural land tokenization, also has
significant potential for maslahah (benefit) because it allows partial ownership of assets that
have previously been difficult to fractionalize, allowing people with small capital to
participate in real asset investments that were previously only accessible to the wealthy—in
direct line with the maqasid of economic justice and equitable circulation of wealth (Afrizal

& Marliyah, 2021).
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On the contrary, the most destructive risk in the crypto ecosystem is not price
volatility per se, which is in principle a managed risk for informed investors, but rather the
structural information asymmetry between those who issue and promote crypto assets and
the public who buy them. From the collapse of major crypto platforms that wiped out billions
of dollars in customer assets, to various Indonesian crypto projects ending in rug pulls,
ordinary people losing their savings because they don't have access to the same information
as insiders—this is not just a normal investment risk, but a structural exploitation that directly
contradicts the prohibitions on alghisy (fraud) and a/-tadlis (concealment of defects) in
muamalah figh (Chainalysis Team, 2023). The environmental impact of the PoW mechanism
also needs to be positioned proportionally in this calculation: the annual energy consumption
of the Bitcoin network is estimated to be equivalent to the energy consumption of a medium-
sized country, A burden that a number of contemporary scholars attribute to the dimensions
of hifz al-nafs and hifz al-mal in their ecological and intergenerational scope. Meanwhile,
concerns about crypto as a means of money laundering need to be assessed proportionally,
as only a small portion of total global crypto transactions are related to illegal activities, far
below the proportion of cash used for similar purposes, and the ever-growing forensic
investigative capabilities of blockchain actually make crypto even less ideal as a money-

laundering medium than cash.

From a domestic regulatory perspective, the Financial Services Authority (OJK)
through OJK Regulation No. 3/POJK.02/2021 and the Commodity Futures Trading
Supervisory Agency (Bappebti) through Minister of Trade Regulation No. 99 of 2018 position
crypto assets as commodities that can be traded on futures exchanges, not as currencies or
Islamic financial instruments. This approach pragmatically avoids complex Islamic issues,
but is inadequate in the long run because it does not provide an evaluative framework that
protects the public from problematic crypto products. This is reinforced by data showing
that Bappebti has frozen more than 1,500 illegal crypto entities since 2021, empirically

confirming the scale of the mwafsadah category of digital fraud (Bappeti, 2024).
6. Maqasidi Synthesis: A Multilevel Assessment Model

Based on this overall analysis, this study proposes a multilevel assessment model (/-
taqyim al-mutadarrij) as an answer to the third problem formulation, which rejects the halal-
haram binary approach and offers a conditional-functional assessment. First, conditionally

permissible, namely stablecoins fully backed by real, riba-free assets such as physical gold,
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provided they fulfill the sharf contract. Second, supervised permissible, namely spot
transactions of crypto with real utility conducted with own funds without 7/ba leverage and
accompanied by adequate risk understanding. Third, conditionally makruh to haram, namely
the massive use of Bitcoin as a mandatory medium of exchange in the national economy,
because its uncontrolled volatility undermines the function of hifz al-mal on a large scale, as
is problematic in legal tender policy in El Salvador (Bappeti, 2024). Fourth, "haram" refers
to interest-bearing DeFi lending platforms and all crypto derivative instruments, whose
substance is identical to usury and conventional gambling, despite their digital nature. Fifth,
"absolutely haram" refers to fraudulent ICOs, rug pulls, and Ponzi schemes disguised as yield

farming, which are designed from the outset to exploit lay investors.

Table 1. Multilevel Assessment Model (al-Taqyim al-Mutadarrij) of Cryptocurrencies

Legal Mechanism/Instrument Magqasidi Reasons Mam
Category : Requirements
Mubah Riba-free  real  asset-based | Value is  directly | Fulfilling the sharf
Conditional stablecoins (e.g. physical gold: | linked to real | contract:  taqabud

PAXG, XAUT) commodities; there is | and tamasul
no underlying
interest; supports hifz
al-mal
Mubah with Real  utility crypto  spot | Analogous to | Own funds without
supervision transactions (e.g. ETH, BTC as | legitimate trading of | usury leverage;
hedge) volatile commodities | investors
(gold, agricultural | understand the risks
products)
Makruh to Bitcoin as a mandatory/mass Extreme volatility | The degree of
conditionally | medium of exchange in the undermines the | forced adoption and
haram national economy functions of hifz al- | the scale of social

mal and miyar al- | impact
giyam to a large

extent.
Haram DeFi  lending/interest-bearing | The  substance is | There is no
borrowing; crypto derivatives | identical to riba and | proportional risk
(futures, options, perpetuals) conventional maysir; | sharing
only the medium is
digital
Absolutely 1COs without real products, rug | Simultaneous Designed from the
forbidden pulls, ponzi schemes disguised as | violation of justice, | start to exploit the
yield farming prohibition of | lay investor
exploitation, hifz al-
mal, and social
stability
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The model in Table 1 emphasizes that the law on crypto does not stop at one point,
but rather shifts according to the mechanism, purpose of use, and actual impact it creates, in
line with the principle of al-hukn yadiru ma'a "illatibi wujndan wa 'adaman (the law revolves
around the existence or absence of 7). Thus, two individuals who both “own crypto” can
fall into completely different legal categories depending on the specific asset, acquisition

mechanism, and purpose of their respective uses.

These findings have concrete regulatory implications. A more appropriate approach
for the Financial Services Authority, Bappebti, and the DSN-MUI is to develop a functional
evaluation framework that assesses each type of crypto asset and transaction mechanism
based on its impact on the magasid al-syari'ah (Islamic principles), not simply its formal
categories (Bappeti, 2024). The most pressing issue is not a global fatwa on the halal-haram
nature of crypto, but rather the disclosure and investor protection standards that every crypto
asset issuer and marketer must meet, given that information asymmetry is the most obvious
principle in the Indonesian crypto ecosystem—a step that, in magasid terminology, can be
understood as sadd al-ara'i', or closing the path to harm. A collective ijtihad approach (j#zhad
Jjama'l) through a forum such as the DSN-MUI, which brings together muamalah figh experts
with blockchain technology experts, is more likely to produce precise fatwas than individual

yitihad, which risks misreading the technical aspects of the instruments being assessed.

CONCLUSION

This research yields three conclusions that address the proposed problem
formulation. First, the concept of usury from the perspective of waqaSidi interpretation is not
understood merely as a prohibition on nominal additions, but rather as a sharia instrument
for realizing economic justice, preventing exploitation, protecting propetrty (hifz al-mal), and
maintaining social stability—a conclusion supported not only by contemporary maqaSidi
reasoning, but also by a direct reading of the Zadarruj verses prohibiting usury and the hadiths
of the Prophet Muhammad Saw, which emphasize the scope of the prohibition over the
entire transaction chain. Second, cryptocurrencies are blockchain-based digital assets
characterized by decentralization, transparent validation mechanisms, and tokenomics that
determine their real utility; these characteristics place crypto in a position that is neither
automatically contrary to nor automatically in line with sharia, so that its legal assessment

depends on the transaction mechanism and its intended use, not on the label "crypto" alone.
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Third, the application of wagasidi analysis to the concept of riba produces a tiered assessment
model as summarized in Table 1: real asset-based stablecoins tend to be conditionally
permissible, spot transactions of crypto with real utility are permissible with supervision, the
use of Bitcoin as a mass medium of exchange has the potential to be makrub to conditionally
haram, while interest-bearing DeFi lending, crypto derivatives, and digital fraud schemes are

considered haram.
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