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This study investigates the legality of Bitcoin from the perspective of
Figh Muamalah through qualitative analysis and literature review.
Figh Muamalah, an Islamic jurisprudential framework, regulates
economic transactions according to Sharia law. The research examines
whether Bitcoin, as a digital currency, aligns with Islamic legal and
ethical standards by analyzing scholarly articles, religious texts, and
fatwas issued by Islamic scholars. Key considerations include Bitcoin's
nature as a currency, its speculative role, and potential for illicit
activities. Findings reveal diverse scholarly opinions, with some
viewing Bitcoin as permissible under specific conditions, while others
raise concerns about its speculative nature and lack of intrinsic value.
This study aims to provide comprehensive insights into Bitcoin's
legality within Figh Muamalah, offering valuable information for
policymakers, financial institutions, and Muslim investors.
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1. INTRODUCTION

Bitcoin's emergence

currency value preservation and regulatory
risks [5]. The ongoing debate surrounding the

as a
ethical permissibility of Bitcoin transactions

decentralized digital currency has sparked
debates across finance, technology, and law
[1], [2]. The compatibility of Bitcoin with
Islamic law, particularly Figh Muamalah, is a
topic of interest due to its unique
characteristics  and ethical
offers

potential
While
security, its

raised concerns

implications  [3]. Bitcoin
transparency and
anonymity has

potential misuse for illicit activities like

pseudo-
about

terrorist financing and money laundering,
leading to varied regulatory responses
globally [4]. In Indonesia, for example, while
Bitcoin is legalized, its use as a payment
method is restricted due to concerns about

under Islamic law highlights the need for a
nuanced understanding of how digital
currencies align with religious and ethical
principles in the realm of financial
transactions.

Figh Muamalah, a branch of Islamic
jurisprudence,
preventing
ensuring transparency in economic dealings
[6]. The incorporation of Islamic economic

principles is crucial in financial management

emphasizes ~ promoting

fairness, exploitation, and

to establish an ethical and moral foundation,
economic sustainability, and distributive
justice in society [7]. Islamic teachings
advocate for ethical earning, robust wealth
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protection through cybersecurity measures,
and socially responsible wealth distribution in
the digital economy, aligning with Sharia
principles [8]. Furthermore, the principles of
Islamic finance encourage prudent risk
management, avoiding excessive speculation
and interest-based transactions [7]. When
assessing the compliance of Bitcoin with
Islamic legal and ethical standards,
considerations must include its classification
as a currency, involvement in speculative
trading, and potential for facilitating illicit
activities, all scrutinized through the lens of
Figh Muamalah [8].

This paper aims to explore the legality
of Bitcoin from the perspective of Figh
Muamalah through qualitative analysis and
literature  review  methodologies. By
examining scholarly articles, religious texts,
and fatwas (Islamic legal opinions) issued by
esteemed Islamic scholars, the study seeks to
provide a comprehensive understanding of
the wvarious views and interpretations
regarding Bitcoin's permissibility in Islamic
finance.

2. LITERATURE REVIEW

2.1 Overview of Bitcoin

Bitcoin, introduced in 2009 by the
mysterious Satoshi Nakamoto, is the
pioneering decentralized cryptocurrency that
operates without a central authority, utilizing
a peer-to-peer network for transaction
validation [9], [10]. Its foundation, blockchain
technology, ensures transparency and
security through a distributed ledger system,
revolutionizing various industries beyond
finance [11]-[13]. The rapid growth of the
Bitcoin market, now valued at around 887
billion dollars, has attracted significant
attention from both researchers and malicious
entities seeking to exploit vulnerabilities for
financial gain [5]. This decentralized nature
has raised debates globally regarding the
regulation and legal status of Bitcoin,
reflecting the ongoing struggle to find a
balance between innovation and oversight in
the evolving cryptocurrency landscape [10].

2.2 Principles of Figh Muamalah

Figh  Muamalah, the  Islamic
jurisprudence economic
transactions, is deeply rooted in principles
such as the prohibition of Riba (Usury),
Gharar (Uncertainty), Maysir (Gambling),
and the distinction between Halal
(Permissible) and Haram (Forbidden)
activities [14]-[16]. These principles aim to
ensure justice, transparency, and the

governing

avoidance of harm in financial dealings.
When  evaluating  modern
instruments like cryptocurrencies such as
Bitcoin, adherence to these principles is
crucial to determine their compliance with
Sharia law [7], [17]. For instance,
cryptocurrencies are deemed not permissible
in Islam due to their lack of inherent value and

financial

susceptibility to regulatory oversight, raising
concerns about their alignment with Islamic
financial principles [17].

2.3 Scholarly Opinions on Bitcoin

The Islamic scholarly community
remains divided on the permissibility of
Bitcoin, with three main perspectives
emerging from the literature. The first
perspective argues that Bitcoin is permissible
under certain conditions, emphasising its
potential to facilitate financial inclusion and
provide an alternative to the interest-bearing
banking system. Proponents of this view state
that Bitcoin, as a decentralised digital
currency, does not inherently violate Islamic
principles as long as it is used for halal
transactions and not for speculation [17], [18].
They highlight the benefits of blockchain
technology, which underlies Bitcoin, to
enhance security and enable smart contracts,
thus conforming to the ethical standards of
Islamic finance [3], [19]. The second
perspective views Bitcoin as impermissible
(haram) due to its speculative nature and
potential to be used for illegal activities.
Critics argue that Bitcoin's high volatility
constitutes gharar (excessive uncertainty),
and its use in unregulated markets can lead to
unethical  practices, including money
laundering and terrorist financing [4], [20].
This viewpoint is supported by various
fatwas, such as those issued by the Indonesian
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Ulema Council (MUI), which cite concerns
over speculative trading and its links to illegal
activities [19], [20]. The third perspective
offers a conditional licence, suggesting that
Bitcoin could be allowed if a regulatory
framework is established to mitigate its risks.
Experts advocating this middle ground
emphasise the need for comprehensive
guidelines to ensure that Bitcoin transactions
comply with ethical standards and Islamic
law [5], [21]. They argue that with proper
oversight and clear regulations, Bitcoin can be
used in a manner consistent with Islamic
principles, especially if it demonstrates clear
benefits such as financial inclusion and
technological advancement [3], [21]. This
conditional approach also considers Bitcoin's
potential to revolutionise industries by
improving security and efficiency, provided it
is backed by underlying assets and regulated
to prevent abuse [19], [22]. Overall, the debate
within the Islamic scientific community
reflects the broader discourse regarding the
compatibility of cryptocurrencies with Islamic
finance, which highlights the need for
ongoing research and dialogue to address the
ethical and legal implications of digital
currencies [18], [23].

2.4 Analysis of Fatwas on Bitcoin

The legality of Bitcoin and other
cryptocurrencies in Islamic finance has been
the subject of extensive debate among
scholars, reflecting diverse opinions and
interpretations of Shariah law. Mufti Taqi
Usmani's caution against Bitcoin due to its
speculative nature is in line with concerns
raised by other scholars about the risks and
volatility inherent in cryptocurrencies [5],
[20]. Sheikh Assim Al-Hakeem's recognition
of Bitcoin's innovative potential, provided it is
properly regulated, is in line with the views of
those who see the advancement of blockchain
technology as beneficial, despite the risk of
misuse for illegal activities such as money
laundering and terrorist financing [3], [4]. The
International Islamic Figh Academy's call for
further research and consultation underscores
the continuing need for a comprehensive
understanding of the compliance of
cryptocurrencies with Shariah principles,

especially regarding issues of usury, gharar
(uncertainty), and transparency [18], [24].
Some scholars are of the opinion that
cryptocurrencies may be permissible if they
fulfil certain conditions, such as having a clear
underlying asset and legal benefits, which
would align them with Shariah's objective of
promoting public welfare (maslahah ammah)
[21]. In contrast, other parties, such as the
Indonesian Ulema Council, have issued
fatwas stating that digital currencies are
haram due to their speculative nature and
potential harm (mafsadat), emphasising the
need for sound legal reasoning and
consideration of technological benefits [3],
[19]. The debate has also touched on the
classification of cryptocurrencies, with some
viewing them as digital assets or commodities
rather than traditional currencies, affecting
the perception of their legality under Islamic
law [17], [25]. The varied attitudes reflect the
broader discourse on the compatibility of
modern financial innovations with Islamic
ethics, highlighting the importance of
ongoing scholarly dialogue and empirical
research to address the ethical dilemmas
posed by digital currencies [24]. Ultimately,
the permissibility of Bitcoin in Islam remains
a complex issue, dependent on the evolving
interpretation of Sharia law and the dynamic
nature of digital financial technology.

3. METHODS

3.1 Research Design

The research adopts a qualitative
design to provide a comprehensive
understanding of the various scholarly
opinions on Bitcoin's legality. This approach
is particularly suitable for exploring complex
and nuanced topics like the intersection of
modern financial technologies and traditional
religious frameworks. By analyzing existing
literature and thematic content, the study
aims to elucidate the key arguments and
principles that inform the debate on Bitcoin
within Figh Muamalah.

3.2 Data Collection

Data for this study were collected
from various sources to ensure a
comprehensive analysis, including scholarly
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articles on Bitcoin, Islamic finance, and Figh
Muamalah for academic insights, religious
texts like the Quran and Hadith for
foundational principles, official religious
rulings for contemporary viewpoints, and
relevant books on Islamic jurisprudence and
financial technologies. The literature analysis
involved systematically reviewing these
sources to synthesize key arguments and
themes related to Bitcoin's legality in Figh
Muamalah, organizing them into thematic
categories, and integrating findings for a
cohesive narrative. Thematic analysis was
conducted to identify and interpret key
themes, involving steps like familiarization,
coding, theme development, reviewing, and
defining themes.

3.5 Data Analysis

The analysis involved triangulating
the findings from the literature and thematic
analyses to draw meaningful conclusions
about Bitcoin's legality in the context of Figh
Muamalah. This process included a
comparative analysis of different scholarly
opinions and fatwas to identify areas of
consensus and disagreement, contextual
interpretation of the findings within the
broader context of Islamic finance and
contemporary financial technologies, and a
critical evaluation of the arguments for and
against Bitcoin's permissibility, considering
both traditional Islamic principles and
modern economic realities.

4. RESULTS AND DISCUSSION

4.1 Arguments for Permissibility

A substantial segment of the scholarly
literature suggests that Bitcoin can be
considered permissible (halal) under Islamic
law, contingent upon certain conditions. The
arguments supporting this view include:

Decentralization  in  blockchain
technology, as exemplified by Bitcoin [26], not
only eliminates intermediaries and reduces
costs but also enhances fairness and reduces
exploitation in financial transactions. This
aligns with Islamic principles of justice and
equity, promoting an inclusive financial
system accessible to all individuals [26].
Furthermore, the use of blockchain in various

sectors, including finance, education, and
healthcare, offers solutions to credit risk,
transaction uncertainty, and regulatory
imperfections [27]. Additionally,
decentralized social media platforms
powered by blockchain technology provide
users with more ownership, privacy, and
control over their content, fostering a
democratic and censorship-resistant
environment [28]. These advancements in
decentralized technologies underscore the
potential for creating fairer and more
inclusive systems that resonate with
principles of justice and equity across
different domains.

Blockchain technology, with its
inherent features like mathematical hash
functions, elliptic curve cryptography, and
zero-knowledge proofs [29], plays a pivotal
role in ensuring transparency and security in
various sectors, including finance, food safety,
and information security [30]-[32]. By
providing immutable and secure transaction
records, blockchain enhances trust among
stakeholders and reduces the risks of fraud
and corruption, aligning well with Sharia's
principles of clear and honest transactions
[30]. The decentralized and transparent
nature of blockchain allows for real-time
visibility and traceability, empowering
consumers to make informed choices about
the products they consume while deterring
any attempts at tampering with data, thus
fostering accountability and integrity in
transactions [31]. Additionally, the robust
encryption mechanisms and data integrity
offered by blockchain technology contribute
significantly to maintaining a high level of
security in information systems, making it a
valuable tool for ensuring trust and reliability
in various industries [32].

Bitcoin can facilitate financial
inclusion for the unbanked and underbanked
populations, providing them with access to
financial services that comply with Islamic
principles. This aspect is particularly relevant
in regions where traditional banking services
are inaccessible or non-existent.
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4.2 Arguments for Prohibition

Conversely, several scholars argue
that Bitcoin is impermissible (haram) due to
its inherent characteristics that conflict with
Islamic principles.

Several scholars argue that Bitcoin is
impermissible (haram) due to its inherent
characteristics that conflict with Islamic
principles. One of the primary concerns is its
speculative nature, which aligns with the
concept of gharar (excessive uncertainty) and
maysir (gambling). Bitcoin's high volatility
and  speculative trading create an
environment where investors can incur
substantial losses, akin to gambling, which is
prohibited in Islam [5], [17], [33]. The
significant price fluctuations of Bitcoin are
seen as a form of gharar, leading to ambiguity
and uncertainty in transactions, which is
against Islamic principles [34]. Additionally,
the potential for illicit activities facilitated by
Bitcoin's pseudonymous nature is another
major concern. Bitcoin transactions can be
used for money laundering, terrorism
financing, and other illegal operations,
conflicting with the ethical and moral
standards of Islam, which strictly prohibit
involvement in any form of wunlawful
activities [4], [35]. The misuse of Bitcoin for
such activities has been documented, further
supporting the argument against its
permissibility [4]. Furthermore, the lack of
inherent value in cryptocurrencies and their
susceptibility to regulatory oversight make
them non-compliant with Sharia law, as they
do not meet the criteria for a valid and stable
medium of exchange [17], [33]. Islamic finance
principles emphasize the importance of
transparency, fairness, and the avoidance of
excessive risk, all of which are compromised
by the speculative and volatile nature of
Bitcoin [18]. The Indonesian government, for
instance, has legalized crypto assets in
commodity futures trading but restricts their
use as a payment method due to concerns
about preserving the value of its national
currency and the prevalence of existing e-
wallets and mobile banking systems [5]. This
regulatory stance reflects the broader Islamic
perspective that prioritizes preventing harm

over potential benefits, as the speculative
nature of Bitcoin trading introduces
significant risks and uncertainties [34].
Moreover, the divergence in viewpoints
among Islamic scholars further complicates
the issue, with some categorically prohibiting
its use while others endorse it, leading to
confusion within the Muslim community [36].
Despite the potential benefits of Bitcoin, such
as facilitating online payment transactions
without a third party and its use as a hedge
for Islamic stocks during the COVID-19
pandemic, the risks and ethical concerns
associated with its use outweigh these
advantages [37]. Therefore, the consensus
among many Islamic scholars is that Bitcoin is
haram due to its speculative nature, potential
for illicit activities, and non-compliance with
Sharia principles, making it an unsuitable
medium of exchange or investment in the
context of Islamic finance [4], [5], [17], [18],
[20], [33]-[37].

Some scholars argue that Bitcoin lacks
intrinsic value and is not backed by any
tangible asset, which raises concerns about its
legitimacy as a form of currency. In Islamic
finance, the value of money should be stable
and represent a tangible commodity or
service, which Bitcoin does not necessarily
fulfill.

4.3 Conditional Acceptance of
Bitcoin

The debate over the permissibility of
Bitcoin in Islamic finance is multifaceted, with
a middle-ground perspective suggesting
conditional acceptance if specific regulatory
measures and guidelines are applied. This
view is supported by experts who argue that
a robust regulatory framework can mitigate
the risks associated with Bitcoin's volatility
and potential for misuse. For instance, Sheikh
Haitham al-Haddad emphasizes the
importance of regulation and supervision to
ensure that Bitcoin transactions are ethical
and comply with Sharia principles [17], [18].
This aligns with the broader Islamic finance
goal of promoting well-being and preventing
harm, as outlined by Mufti Taqi Usmani, who
advocates for the use of Bitcoin in legitimate
and lawful activities such as remittances and
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charitable donations, rather than speculative
trading [3], [18]. The integration of blockchain
technology in Islamic banking can enhance
security, transparency, and efficiency,
addressing concerns related to fraud and
manipulation while ensuring adherence to
Sharia standards [38]. However, the
speculative nature of cryptocurrencies like
Bitcoin poses significant challenges, as
highlighted by the Indonesian context, where
Bitcoin is legalized as an asset but restricted as
a payment method due to its volatility and
potential for speculative abuse [5]. Islamic
legal philosophy also plays a crucial role in
this discourse, with scholars like Jasser Auda
suggesting that cryptocurrencies can be
considered halal if they have clear benefits,
such as underlying assets and government
regulation, which contribute to the general
benefit (maslahah ammah) [21]. Conversely,
cryptocurrencies lacking clear regulations and
asset backing are deemed haram due to the
potential for harm (mafsadat) [21]. The ethical
implications  of Bitcoin are further
complicated by its use in illicit activities, such
as money laundering and terrorist financing,
which have led to varied government
responses ranging from outright bans to
passive tolerance [4]. This inconsistency
underscores the need for a balanced
regulatory  framework  that  protects
consumers while encouraging innovation in
Islamic digital finance [39]. The development
of Islamic crypto assets (ICAs) offers a
potential ~ solution,  with  regulatory
frameworks in countries like Indonesia,
Malaysia, and the UK providing a model for
integrating digital assets into the Islamic
finance ecosystem [39]. Additionally, the
alignment of Islamic principles with modern
highlights  the
importance of privacy, honesty, and harm
prevention in digital transactions, further
supporting the need for inclusive and
culturally sensitive regulatory approaches
[23]. Ultimately, the conditional acceptance of
Bitcoin in Islamic finance hinges on the
establishment of comprehensive regulatory
measures that ensure ethical use,
transparency, and adherence to Sharia

cybersecurity = norms

principles, thereby balancing the benefits of
digital innovation with the ethical and legal
requirements of Islamic finance [3]-[5], [17],
[18], [21]-[23], [38], [39].

Raising awareness and educating the
Muslim community about the principles of
Figh Muamalah and the conditions under
which Bitcoin can be considered permissible.
This can help individuals make informed
decisions and use Bitcoin in ways that align
with Islamic values.

4.4 Comparative Analysis

The comparative analysis of scholarly
opinions reveals both areas of consensus and
divergence. Scholars generally agree on the
necessity of transparency, security, and
ethical use in financial transactions. They
emphasize the importance of aligning
Bitcoin’s use with Islamic principles to ensure
justice and prevent harm. This consensus
underscores a shared commitment to
maintaining ethical standards in financial
practices, reflecting the core values of Islamic
finance.

However, there is significant
divergence regarding Bitcoin's speculative
nature and its potential for misuse. Some
scholars view these issues as insurmountable
barriers to its permissibility, citing concerns
over volatility and the risk of exploitation.
Others, however, believe these challenges can
be addressed through proper regulation and
oversight, suggesting that a structured
approach could mitigate the risks associated
with Bitcoin.

Interpreting these findings within the
broader context of Islamic finance and
contemporary financial technologies, several
key insights emerge. The introduction of
Bitcoin and other cryptocurrencies challenges
traditional financial systems and necessitates
innovative approaches to regulation and
compliance. Islamic finance, with its emphasis
on ethical and transparent transactions, can
adapt to these changes by developing new
guidelines that integrate modern technologies
with traditional principles.

Ethical considerations play a
paramount role in determining the
permissibility of Bitcoin under Islamic law.

Vol. 2, No. 03, July 2024: pp. 172-180



West Science Islamic Studies

a 178

Ensuring that Bitcoin transactions do not
involve speculation, exploitation, or illicit
activities is crucial for aligning its use with the
objectives of Figh Muamalah. This alignment
is essential for maintaining the integrity and
ethical standards of Islamic financial practices
in the evolving landscape of digital
currencies.

4.5 Policy, Practice Implications and
Limitations

The findings of this study have
significant implications for policymakers,
financial institutions, and Muslim investors.
For policymakers, developing comprehensive
regulatory frameworks that address the risks
associated with Bitcoin while promoting its
ethical use can facilitate its integration into
Islamic finance. Such frameworks should aim
to balance innovation with adherence to
Islamic  principles.  Islamic  financial
institutions can explore the potential of
Bitcoin and other cryptocurrencies for
providing inclusive and transparent financial
services, particularly in areas with limited
access to traditional banking. Additionally,
educating Muslim investors about the
principles of Figh Muamalah and the
conditions under which Bitcoin can be
considered permissible can help them make
informed decisions and use Bitcoin in ways
that align with Islamic values.

This study has several limitations that
should be acknowledged. The analysis is
based on available literature and fatwas,
which may not capture all perspectives on
Bitcoin’s legality. Further research is needed
to explore the views of a broader range of
scholars and institutions. Moreover, the
rapidly evolving nature of cryptocurrencies
presents challenges for  regulatory
frameworks and scholarly interpretations.
Ongoing research and dialogue are necessary
to keep pace with these developments,
ensuring that the findings remain relevant
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