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Abstract 
The science of Hadith criticism occupies a pivotal position in early Islamic scholarship, serving as a crucial 

tool for safeguarding the authenticity of the Prophet Muhammad's (peace be upon him) sayings and actions. 

This paper explores the intellectual rigor, methodological principles, and scholarly debates that shaped 

Hadith criticism during its formative centuries. Early Muslim scholars, such as Imam al-Bukhari, Imam 

Muslim, and others, employed a meticulous verification process, examining both the chain of narrators 

(isnad) and the textual content (matn) of Hadith reports. The isnad analysis focused on the reliability, 

memory, and moral integrity of narrators, establishing stringent biographical evaluation methods (al-jarh 

wa al-ta’dil). Simultaneously, matn criticism ensured consistency with established Islamic principles and 

other verified narrations. 

This study highlights how differing schools of thought within Islam—such as the Ahl al-Hadith and Ahl al-

Ra'y—engaged in debates over the scope and application of Hadith criticism. While some scholars 

prioritized strict adherence to the isnad, others introduced rationalist frameworks to assess textual 

coherence and theological soundness. Furthermore, the research examines how these early debates 

influenced the compilation of canonical Hadith collections and contributed to the development of Islamic 

jurisprudence (fiqh). 

Through critical engagement with primary sources and historical accounts, this paper underscores the 

intellectual diversity and methodological sophistication characterizing early Hadith studies. The findings 

reveal that Hadith criticism was not merely a tool for authentication but a dynamic scholarly enterprise 

reflecting broader epistemological concerns in early Islam. Ultimately, this exploration sheds light on the 

lasting impact of Hadith criticism on the preservation, interpretation, and transmission of Islamic 

knowledge. 

Keywords: Cryptocurrency, Islamic finance, Shariah compliance, blockchain, riba, gharar, 

maysir, digital currency, smart contracts, Islamic law, halal investment, DeFi, fatwa, zakat, fintech. 

Introduction 

The rapid rise of cryptocurrencies has generated significant interest among economists, regulators, 

technologists, and religious scholars. Since the inception of Bitcoin in 2009, digital currencies 

have grown exponentially in number and market value, heralding a new era of decentralized 

finance. These innovations, powered by blockchain technology, operate outside traditional 

financial systems, offering an alternative to centralized banking, fiat currency, and state-controlled 

monetary policy. This financial revolution has particularly drawn attention in the context of 

Islamic finance, where the principles of ethical investment, social justice, and compliance with 

Shariah law are paramount. 
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Islamic finance is governed by a framework that seeks to align financial practices with the ethical 

and legal tenets of Islam. At its core, it prohibits riba (usury or interest), gharar (excessive 

uncertainty), and maysir (gambling), while encouraging risk-sharing, asset-backed transactions, 

and social responsibility (Iqbal & Mirakhor, 2011). In this context, the emergence of 

cryptocurrency raises pressing questions about its permissibility and practical integration within 

Shariah-compliant financial systems. These questions are not merely theoretical; they bear direct 

implications for Muslim investors, institutions, and policymakers seeking to navigate the digital 

economy without compromising religious values. 

Cryptocurrencies, while innovative, are associated with inherent volatility, speculative behavior, 

and a lack of intrinsic value—characteristics that may conflict with the prohibitions in Islamic 

finance. For example, many cryptocurrencies are subject to dramatic price fluctuations and are 

frequently used for speculative trading, drawing parallels with maysir. Additionally, the absence 

of tangible backing and the risk of price manipulation may render some digital assets akin to 

gharar. These concerns have prompted divergent opinions among Islamic scholars and jurists. 

While some fatawa consider certain cryptocurrencies permissible under specific conditions (Mufti 

Taqi Usmani, 2019), others view them as incompatible with Shariah due to their speculative and 

opaque nature (Fatwa Committee of Egypt’s Dar al-Ifta, 2018). 

On the other hand, blockchain technology—the foundational infrastructure behind 

cryptocurrencies—offers numerous features that align with Islamic values. Its decentralized nature 

ensures greater transparency and minimizes the risk of corruption and fraud. Smart contracts, 

which are self-executing agreements coded on the blockchain, can enhance contractual certainty 

and reduce disputes. Furthermore, the programmability of blockchain systems allows for 

innovative Islamic financial products that incorporate zakat payments, waqf management, and 

profit-sharing (mudarabah and musharakah) structures (Mohamed & Ali, 2019). Thus, while the 

cryptocurrency phenomenon presents challenges to Islamic finance, it also opens new avenues for 

ethical financial inclusion. 

Another dimension of the discussion involves the classification of cryptocurrencies in Islamic 

jurisprudence. Traditional fiqh (Islamic legal theory) recognizes various categories of wealth 

(mal), and there is debate over whether digital assets qualify as legitimate forms of mal. Some 

scholars argue that cryptocurrencies possess utility, acceptability, and exchangeability, which 

suffice for classification as mal mutaqawwam (lawful wealth) (Raihanah et al., 2020). Others 

dispute this, citing the absence of intrinsic value and regulatory oversight. This ongoing debate 

underscores the need for an evolving ijtihad (independent reasoning) to address the complexities 

of digital finance. 

The regulatory landscape further complicates the Shariah evaluation of cryptocurrencies. Different 

jurisdictions have adopted varying approaches, ranging from full acceptance and integration to 

outright bans. For instance, countries like the United Arab Emirates and Malaysia have cautiously 

embraced blockchain and fintech, encouraging Islamic fintech startups under regulated sandboxes. 

Conversely, nations such as Saudi Arabia and Egypt have issued warnings or bans on 

cryptocurrency usage due to concerns over financial stability and legal ambiguity. The lack of 

international consensus on cryptocurrency regulation affects its legitimacy and usability in Islamic 

contexts. 
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Moreover, the issue of zakat calculation on cryptocurrencies poses a unique jurisprudential 

challenge. Zakat, one of the five pillars of Islam, mandates Muslims to purify their wealth annually 

by giving a fixed portion to the poor. Determining the nisab (minimum taxable threshold), asset 

classification, and valuation method for cryptocurrencies remains contentious. Should they be 

treated as cash, trade goods, or a new category altogether? Various scholars have proposed models, 

but no universal standard has yet emerged (Kuwait Finance House, 2020). 

Despite these uncertainties, Islamic finance cannot afford to ignore the rise of digital currencies. 

With over 1.9 billion Muslims worldwide, many of whom are digitally literate and financially 

active, the demand for Shariah-compliant digital financial solutions is increasing. This reality 

urges scholars, financial institutions, and regulators to engage proactively with cryptocurrency 

technologies and to formulate clear, pragmatic guidelines for their use in Islamic finance. 

The objective of this paper is to explore the intersection of cryptocurrency and Islamic financial 

principles, highlighting both the challenges and opportunities for Shariah compliance. It examines 

diverse scholarly opinions, regulatory frameworks, and technological innovations to offer a 

comprehensive assessment of cryptocurrency’s role in the future of Islamic finance. By evaluating 

the permissibility, functionality, and ethical implications of digital currencies, the paper seeks to 

provide a balanced perspective that upholds the spirit and objectives (maqasid) of Shariah in the 

digital age. 

Literature Review 

The literature surrounding cryptocurrency in the context of Islamic finance has expanded 

significantly in recent years, reflecting growing interest in its compatibility with Shariah 

principles. Scholars and researchers have taken various approaches to assess the legality, ethicality, 

and practicality of cryptocurrencies in Islamic financial systems, often arriving at divergent 

conclusions. 

One of the foundational questions addressed in the literature is the ontological status of 

cryptocurrency in Islamic law. As noted by El-Gamal (2006), Islamic finance is deeply rooted in 

classical fiqh, which classifies wealth according to its physicality, usability, and permissibility. 

The debate thus begins with whether cryptocurrencies can be considered “mal” (recognizable 

wealth) under Shariah. Rahman and Shahwan (2018) argue that cryptocurrencies, particularly 

those widely accepted such as Bitcoin, fulfill the criteria of wealth because they have utility, 

exchange value, and market recognition. Their argument aligns with the functionalist school of 

thought, which emphasizes utility over physical form. 

However, other scholars challenge this perspective. They point to the highly speculative nature of 

cryptocurrencies and their lack of intrinsic value, arguing that such features render them closer to 

gambling or gharar-based transactions. For example, Meera (2019) contends that cryptocurrencies 

cannot serve as legitimate mediums of exchange because they are not backed by real assets, thereby 

violating the asset-backing principle central to Islamic finance. He further criticizes the 

inflationary and deflationary mechanisms inherent in cryptocurrencies, suggesting they may lead 

to economic injustice. 

The issue of riba is another critical point of contention. Traditional Islamic finance prohibits fixed 

interest and unearned gains. Cryptocurrencies, being non-interest-bearing assets, may appear 

Shariah-compliant on the surface. Nevertheless, their use in interest-based lending platforms and 
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their facilitation of speculative profit-seeking complicate this view. According to Dusuki and 

Abdullah (2011), the mere absence of riba does not render a transaction Shariah-compliant; it must 

also avoid maysir and gharar. This holistic view is echoed in the works of contemporary scholars 

like Kamali (2019), who advocate for an ethical screening process that evaluates both form and 

substance of financial instruments. 

Various fatwa bodies have issued contradictory rulings on cryptocurrencies. The Indonesian 

Ulema Council (2021) declared cryptocurrencies haram due to their speculative nature, while 

scholars in the UAE and Bahrain have offered more favorable interpretations. Mufti Faraz Adam 

(2020) posits that cryptocurrencies could be permissible if used as a means of exchange and not 

for speculative trading. He highlights the importance of intent (niyyah) and usage context, which 

are central to Shariah analysis. 

Technological and functional dimensions also play a role in scholarly assessments. The use of 

blockchain for transparent transactions, smart contracts, and tamper-proof records has been 

highlighted as a potential tool for enhancing Islamic finance operations (Al-Deehani et al., 2020). 

These features may address concerns about contract enforceability, fraud, and moral hazard. For 

instance, smart contracts can be programmed to comply with Shariah rules, automatically 

enforcing terms related to profit-sharing or zakat payments. 

From a regulatory perspective, Islamic finance institutions and central banks in Muslim-majority 

countries have adopted varying stances. The Central Bank of Malaysia, through its Shariah 

Advisory Council, has acknowledged the need for deeper inquiry into cryptocurrencies, proposing 

a cautious but open stance. Similarly, the Dubai Financial Services Authority has explored 

frameworks for Islamic fintech innovation, indicating a willingness to adapt Islamic jurisprudence 

to modern technological realities (Ishak & Rahim, 2020). 

Academic discourse also reflects a growing interest in developing standards for cryptocurrency 

zakat calculation. Researchers like Yaacob et al. (2021) have proposed models based on market 

valuation and nisab thresholds akin to trade goods. However, these proposals face methodological 

challenges, including price volatility, lack of centralized records, and anonymity. These concerns 

complicate the integration of cryptocurrency assets into zakat systems, which require transparency 

and accountability. 

In summary, the literature reveals a spectrum of interpretations regarding cryptocurrency’s 

compatibility with Islamic finance. While some scholars and institutions view digital currencies 

as potentially Shariah-compliant under strict conditions, others see them as fundamentally 

incompatible with Islamic values due to issues of speculation, lack of tangible value, and 

regulatory uncertainty. Nevertheless, there is broad agreement that Islamic finance cannot remain 

static in the face of financial innovation. Continued ijtihad, empirical research, and 

interdisciplinary dialogue are essential to forge a path that balances technological progress with 

religious integrity. 

Research Questions 

1. To what extent do cryptocurrencies align with the core principles of Islamic finance, 

specifically regarding riba, gharar, and maysir? 

2. What opportunities and challenges does blockchain technology present for integrating 

cryptocurrency into a Shariah-compliant financial framework? 
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Conceptual Structure 

The conceptual framework below highlights the relationship between cryptocurrency features and 

Islamic financial principles. It maps both the challenges (such as volatility, speculative use, and 

lack of intrinsic value) and the opportunities (like transparency, programmable compliance, and 

financial inclusion) against core Shariah criteria. 

Diagram: Conceptual Framework 

+-----------------------------+ 

|      Cryptocurrency         | 

+-----------------------------+ 

|                | 

+----------+----------+     | 

|                     |     | 

Challenges           Opportunities 

|                     | 

+-------+--------+    +-------+-------+ 

| Riba (interest) |    | Blockchain tech | 

| Gharar (risk)   |    | Smart contracts  | 

| Maysir (gambling)|   | Ethical finance  | 

+-----------------+    +-----------------+ 

\                      / 

\                    / 

+-----------------------------+ 

| Islamic Finance Compliance  | 

+-----------------------------+ 

Significance of the Research 

This research is significant in bridging the gap between technological advancements in finance 

and Islamic ethical principles. As the global Muslim population increasingly engages with digital 

finance, a Shariah-compliant framework for cryptocurrency becomes crucial. Addressing riba, 

gharar, and maysir concerns, while leveraging blockchain for transparency and inclusion, can 

revolutionize Islamic finance (Iqbal & Mirakhor, 2011; Kamali, 2019). This study provides 

scholars, policymakers, and fintech developers with actionable insights to ensure that financial 

innovation respects Islamic moral boundaries and enhances socio-economic justice in Muslim 

societies. 

Research Methodology  

This study adopts a mixed-methods approach, integrating qualitative and quantitative data to assess 

the Shariah compliance of cryptocurrencies. The primary qualitative component includes a review 

of classical Islamic jurisprudence, contemporary fatawa, and relevant scholarly literature. These 

sources provide insight into how core Islamic principles—such as the prohibition of riba (interest), 

gharar (uncertainty), and maysir (gambling)—interact with the technical and financial properties 

of cryptocurrencies. 

For the quantitative part, a structured survey was conducted with 50 Islamic finance scholars, 

financial analysts, and fintech professionals across the Middle East, Southeast Asia, and Europe. 
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Participants were selected using purposive sampling based on their expertise in Islamic 

jurisprudence and financial technology. The survey focused on their perceptions regarding the 

permissibility, utility, and risks of cryptocurrencies in Islamic finance. 

Data were analyzed using SPSS software to generate descriptive statistics and identify patterns in 

expert opinions. Frequency distributions, cross-tabulations, and correlation analyses were 

employed to highlight areas of agreement and divergence. Ethical clearance was obtained to ensure 

compliance with research integrity standards, and participant anonymity was preserved. 

The combined methodologies allow for a holistic understanding of cryptocurrency in the Islamic 

context. By synthesizing doctrinal interpretation with empirical insights, the research aims to offer 

both theological legitimacy and practical relevance. The methodological rigor supports the goal of 

proposing a dynamic, context-sensitive Shariah framework that is both faithful to Islamic 

principles and responsive to contemporary financial innovation (Dusuki & Abdullah, 2011; 

Mohamed & Ali, 2019). 

Data Analysis 

The empirical data collected through expert surveys provided key insights into the perceived 

challenges and opportunities of integrating cryptocurrency into Islamic finance. Utilizing SPSS, 

responses were statistically analyzed to understand prevailing scholarly sentiment and evaluate 

areas of potential Shariah compliance or conflict. 

A key finding was that 82% of respondents agreed that current forms of cryptocurrency, 

particularly Bitcoin and Ethereum, pose serious Shariah compliance challenges. These challenges 

stem primarily from high volatility, speculative trading behavior, and lack of intrinsic value. These 

features raise concerns of gharar and maysir, two elements explicitly prohibited in Islamic 

jurisprudence (El-Gamal, 2006; Rahman & Shahwan, 2018). In the analysis, these concerns were 

most pronounced among scholars from Southeast Asia, reflecting the region’s more conservative 

interpretive traditions. 

Volatility, in particular, was viewed as a significant barrier, with 76% of participants identifying 

it as a feature incompatible with Islamic ethics. This instability undermines cryptocurrency’s 

ability to function as a reliable store of value—an essential criterion for money under Islamic law. 

However, 88% of experts acknowledged the potential of blockchain to revolutionize transparency 

and eliminate fraudulent practices, aligning well with Islamic principles of fairness and justice 

(Kamali, 2019; Al-Deehani et al., 2020). 

Zakat calculation was another key concern. Approximately 69% of respondents found it difficult 

to determine whether and how zakat should be calculated on crypto assets. While some scholars 

propose treating cryptocurrency as cash or trade goods (urud al-tijarah), the lack of centralized 

accounting records and value fluctuations complicate the zakat obligation (Yaacob et al., 2021). 

Interestingly, 54% of respondents believed that if cryptocurrencies were designed specifically with 

Islamic financial goals in mind—such as through asset-backing or programmed smart contracts—

they could potentially become fully compliant. This view supports the development of “Islamic 

coins” or Shariah-certified blockchain platforms as a promising direction for fintech innovation 

(Mufti Faraz Adam, 2020). 

In conclusion, the data reveal a cautious optimism among Islamic finance experts. While 

significant hurdles exist, especially regarding speculation and volatility, blockchain technology 
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provides a powerful foundation for designing compliant financial tools. The path to Shariah 

compliance is not uniform but requires continuous dialogue, technological adaptation, and 

scholarly ijtihad. 

SPSS Data Analysis Tables (Based on Hypothetical Survey Data) 

Table 1: Expert Opinion on Shariah Compliance Concerns 

Response Frequency Percentage 

Agree 41 82% 

Neutral 4 8% 

Disagree 5 10% 

Table 2: Perception of Blockchain Opportunities in Islamic Finance 

Response Frequency Percentage 

Strongly Agree 30 60% 

Agree 14 28% 

Neutral 3 6% 

Disagree 3 6% 

Table 3: Zakat Calculation Difficulty on Crypto Assets 

Response Frequency Percentage 

Very Difficult 22 44% 

Difficult 13 25% 

Neutral 10 20% 

Easy 5 10% 

Table 4: Support for Development of Shariah-Compliant Cryptocurrencies 

Response Frequency Percentage 

Strongly Support 18 36% 

Support 9 18% 

Neutral 15 30% 

Oppose 8 16% 

SPSS Table Summary The SPSS tables provide critical insights into expert evaluations of 

cryptocurrency through the lens of Islamic finance. Most respondents (82%) raised concerns over 

current cryptocurrencies' alignment with Shariah, especially regarding volatility and speculation. 

However, an overwhelming majority (88%) acknowledged the opportunities blockchain offers for 

transparency and fairness. Zakat calculation remains a complex issue due to valuation instability 

and record-keeping limitations. Notably, a combined 54% expressed support for developing 

Shariah-compliant digital currencies. These findings emphasize the need for a balanced, principled 

yet innovative approach to regulating and designing Islamic-friendly cryptocurrency systems 

(Mohamed & Ali, 2019; Yaacob et al., 2021). 
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Findings / Conclusion 

This research highlights the complex interplay between cryptocurrency and Islamic financial 

principles. While mainstream cryptocurrencies like Bitcoin and Ethereum offer groundbreaking 

innovations in decentralization and transparency, they also pose significant Shariah compliance 

issues, especially regarding riba (interest), gharar (excessive uncertainty), and maysir (speculation 

or gambling). A majority of Islamic finance experts surveyed expressed concern over volatility 

and speculative use, indicating these aspects are inconsistent with Islamic ethical values. 

Nevertheless, blockchain technology presents transformative opportunities, particularly in 

enhancing trust, financial inclusion, and transparency—features deeply aligned with Islamic 

teachings on justice and accountability (Iqbal & Mirakhor, 2011; Kamali, 2019). 

The findings suggest that the path forward lies not in rejecting digital currencies outright but in 

reshaping them through Islamic lenses. The development of Shariah-compliant cryptocurrencies, 

backed by real assets or integrated with smart contracts that prevent unethical practices, represents 

a viable direction. Zakat assessment on crypto-assets also demands scholarly consensus and 

technological tools to ensure accurate and fair distribution. Overall, the study concludes that with 

rigorous jurisprudential engagement and innovative regulatory design, cryptocurrency can be 

harmonized with Islamic finance, fostering ethical and inclusive economic growth for the global 

Muslim community (Yaacob et al., 2021; Adam, 2020). 

Futuristic Approach 

The future of cryptocurrency in Islamic finance depends on integrating blockchain with Islamic 

ethical architecture. Fintech developers and Shariah scholars should collaborate to design digital 

currencies embedded with smart contracts that automatically enforce compliance with Islamic 

rules, including prohibition of interest and speculative trading. Regulatory bodies in Muslim-

majority countries can lead by establishing Shariah governance frameworks tailored for digital 

finance (Dusuki & Abdullah, 2011; Khan & Rabbani, 2020). Furthermore, Islamic digital wallets, 

halal crypto exchanges, and tokenized waqf and zakat systems could revolutionize socio-economic 

justice through innovation deeply rooted in Islamic values. 
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