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Abstract 

Gold trading is very common and prestigious in most of the societies. Recently, many packages or 

schemes that are related to gold have appeared and developed in Malaysia, but they are subjected 

to questions and disputable as most of them are not free from riba. Riba has been discussed 

extensively by Muslim scholars in the contemporary issues of Islamic Banking and Finance areas. 

Although some types of riba are not explained clearly in the Quran, there are enormous 

compilations of hadith that detail out the occurrence of riba in the trading of the ribawi items, 

including gold. This paper will discuss the issues of riba, which arise from the gold trading as well 

as the related schemes.  

Keywords: Riba, gold trading, gold related schemes.   

Introduction 

The objectives of Shariah through its commands and prohibitions are to bring benefits and avoid 

harms and chaos. There are many permissible things to do, which are allowed by Shariah  

compared to the prohibitions. The principle of Usul Fiqh states:    

 األصل في األشياء اإلباحة حتى يدل الدليل على منعه

“The original rule for all things is permissibility till there is evidence against it” 

Islam strictly prohibits riba, gharar, fraud, gambling and seizing the property of other people in 

unjustified (batil) ways. This paper will discuss a sale contract of gold that is related to riba. Riba 

is among one of the greatest sins, where Allah and Prophet Muhammad S.A.W. have declared a 

war against its practitioners. Therefore, a brief understanding on riba, including how it takes place 

in the transactions is very crucial for us. 

                                                           
1 BA in Shariah, Islamic University of Madinah, MA in Islamic Criminal Law, UKM & IIUM, PhD in Islamic Law, 

University of Edinburgh, Scotland, Deputy Chairman, Shariah Board, Al-Rajhi Bank Malaysia.  
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Literally, riba means “extra” or “increase”. Technically, it is defined as an extra charge on the debt 

payment or an exchange of ribawi items that have a similar ‘illah on different rates. Riba can be 

divided into two categories, which are riba al-duyun and riba al-buyu’.  

Riba al-Duyun 

A common type of riba, where there is an extra fee charged on the debt because the debtor has 

deferred in his/her payment. Allah S.W.T. has mentioned in the Quran that riba is primarily related 

to  الديون, which means debt. Thus, Allah says in the Quran: 

 

"O you who believe! Do not take riba doubled and multiplied, but fear Allah so that you may be 

successful" [Al-Imran: 130] 

The essence of riba is time value of money, as well as an extra payment charged on the debt due 

to the deferment of payment. Thus, the original methods are  زد  (add) and  تأجل (defer), which 

means an extra amount of payment in consideration of extra period given to settle the debt. 

Therefore, a dominant riba is the continuous charging of an extra value on the debt amount. 

However, it is questionable whether riba that is not أضعافا مضاعفة (non-compounding, but with a 

few increase on the debt amount) is permissible or not in the contract. For example, someone who 

owed RM 1000 has to pay back RM 1100 although he/she does not delay in the debt payment. The 

answer is it is still regarded as riba, whether it is compounded or not as long as there is an increase 

in the total debt amount. 

Riba al-Buyu‘ 

Many people do not know the meaning of riba al-buyu‘. It is riba in a sale contract or in the 

exchange of ribawi items. It is also known as riba al-sunnah. This riba is not stated in the Quran, 

but has been practically mentioned in the Sunnah. There are many authentic hadiths that discuss 

the issues of riba that is related to the ribawi items. Riba on the ribawi items happens when one 

of the conditions in the sale contract/exchange of ribawi items is not fulfilled.  

Gold trading in deferment method is prohibited because it is riba al-buyu’.  
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Amongst the well-known authentic hadiths of Prophet Muhammad S.A.W. that are related to riba 

al-buyu’ is the one that is quoted by Ubadah bin al-Samit:2 

، َوالشَِّعيُر بِالشَِّعيِر، َوالتَّْمُر »قَاَل َرُسوُل هللاِ َصلَّى هللاُ َعلَْيِه َوَسلََّم:  ِة، َواْلبُرُّ بِاْلبُر ِ ةُ بِاْلِفضَّ الذََّهُب بِالذََّهِب، َواْلِفضَّ

َف ِشئْتُْم، إِذَا اُف، فَبِيعُوا َكيْ بِالتَّْمِر، َواْلِمْلُح بِاْلِمْلحِ، ِمثًْلا بِِمثٍْل، َسَواءا بَِسَواٍء، يَداا بِيٍَد، فَإِذَا اْختَلَفَْت َهِذِه اأْلَْصنَ

مسلم « َكاَن يَداا بِيَدٍ   

The Prophet said: "Gold for gold, silver for silver, wheat for wheat, barley for barley, dates for 

dates, and salt for salt - like for like, equal for equal, and hand-to-hand; if these goods differ, then 

you may sell as you wish, provided that the exchange is hand-to-hand."   

The hadith describes the hukm of sale contract/exchange of ribawi items. It does not put any 

condition for a normal sale contract, which involves non ribawi items such buying rice with 

money. The transaction can be made on cash, deferred payment or advance payment. If the 

commodities differ, then you may sell as you wish, provided that the exchange is hand-to-hand 

(on the spot).  

Riba al-buyu’ according to the hadith above 

 

The scholars have agreed that if gold is exchanged with gold, silver with silver, and wheat with 

wheat, two conditions must be fulfilled:  

1) They must be on the same value/weight 

2) The payment must be made on cash 

                                                           
2 Muslim, “Bab al-sarfi wa bay'i al-dhahabi bi al-waraqi naqdan”  



4 
 

In case if there is a difference in the types of items in the transaction, but with similar ‘illah (reason 

of being ribawi) such as being currency in exchanging gold for silver, and being weighable and 

staple food in exchanging wheat for barley, then the condition is that the transaction must be made 

on a cash basis and on the spot even though the exchange does not require to be at par of value and 

weight. For example, it is permissible to exchange 100 gram of gold with 2kg of silver or 1kg of 

dates with 2kg of wheat, but the transactions must be on a cash basis and on the spot, not by 

installment or deferred payment. During the time of Prophet Muhammad S.A.W. the gold currency 

was dinars, and its price fluctuates among 8, 10 or 12 dirhams of silver.   

There was a narration of making settlement in different currencies i.e. between gold and silver 

which involves the exchange of currencies as mentioned in the hadith of Abdullah ibn Umar in the 

credit sale transactions of his camel and the debt payment with different currency (gold dinar vs 

silver dirham).    

Some would claim that the prohibition of deferment on gold trading is valid only on the exchange 

of gold with gold. However, this claim is not in line with the other hadiths that report the 

prohibition of gold, silver and currency trading on a deferred basis:  

َوُهَو  –ْبُن ُعبَْيِد هللاِ َعْن َماِلِك ْبِن أَْوِس ْبِن اْلَحدَثَاِن، أَنَّهُ قَاَل: أَْقبَْلُت أَقُوُل َمْن يَْصَطِرُف الدََّراِهَم؟ فَقَاَل َطْلَحةُ 

، َوهللاِ : أَِرنَا ذََهبََك، -ِعْندَ ُعَمَر ْبِن اْلَخطَّاِب  ثُمَّ ائْتِنَا، إِذَا َجاَء َخاِدُمنَا، نُْعِطَك َوِرقََك، فَقَاَل ُعَمُر ْبُن اْلَخطَّاِب: َكًلَّ

باا، إَِّلَّ َهاَء اْلَوِرُق بِالذََّهِب رِ »لَتُْعِطيَنَّهُ َوِرقَهُ، أَْو لَتَُردَّنَّ إِلَْيِه ذََهبَهُ، فَإِنَّ َرُسوَل هللاِ َصلَّى هللاُ َعلَْيِه َوَسلََّم قَاَل: 

  بِالتَّْمِر ِرباا، إَِّلَّ َهاءَ َوَهاَء، َواْلبُرُّ بِاْلبُر ِ ِرباا، إَِّلَّ َهاَء َوَهاَء، َوالشَِّعيُر بِالشَِّعيِر ِرباا، إَِّلَّ َهاَء َوَهاَء، َوالتَّْمرُ 

مسلم  «َوَهاءَ   

Umar r.a said (after he disallowed the two companions from dealing with the exchange of gold 

with silver, where one of them wants to delay the delivery of the silver), “the Prophet has said that 

a sale contract of silver and gold are riba except if it is done on the spot, one party says: “Take 

this” and another party says: “Take this”.  

 

 

 

 بِِمثٍْل، َوَّلَ تُِشفُّوا َحدَّثَنَا َماِلٌك، َعْن نَافِعٍ، َعْن عبد هللا بن عمر، أَنَّ ُعَمَر، قَاَل: َّل تَبِيعُوا الذََّهَب بِالذََّهِب إَِّلَّ ِمثًْلا 

 بِِمثٍْل، َوَّلَ تُِشفُّوا بَْعَضَها َعلَى بَْعٍض، َوَّلَ تَبِيعُوا الذََّهِب بَْعَضَها َعلَى بَْعٍض، َوَّلَ تَبِيعُوا اْلَوِرَق بِاْلَوِرِق إَِّلَّ ِمثًْلا 
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َماَء باْلَوِرَق أََحدُُهَما َغائٌِب، َواْْلَخُر نَاِجٌز، َوإِِن اْستَْنَظَرَك إِلَى أَْن يَِلَج إلى بَْيتَهُ، فًَلَ تُْنِظْرهُ، إِ  ن ِي أََخاُف َعلَْيُكُم الرَّ

َماُء من ال بَا َوالرَّ الموطأ –ر ِ  

Umar r.a said:   

“Do not sell gold with silver if one of the items is not in front of you and the transaction must be 

made immediately. If he asks to delay the transaction process till he enters his house, then do not 

allow him to do so because I am afraid that riba might happen in the transaction.”  

Imam al-Nawawi narrates the ijma’ of all fuqaha based on the authentic hadiths that it is forbidden 

to sell gold on a deferred basis, both in term of payment and delivery of the good.3 

النووي: )وأجمع العلماء على جواز بيع الربوي بربوي َّل يشاركه في العلة متفاضًلا ومؤجًلا، وذلك وقال 

كبيع الذهب بالحنطة، وبيع الفضة بالشعير وغيره من المكيل ، وأجمعوا على أنه َّل يجوز بيع الربوي بجنسه 

الذهب، وعلى أنه َّل يجوز التفرق وأحدهما مؤجل، وعلى أنه َّل يجوز التفاضل إذا بيع بجنسه حاَّلا كالذهب ب

قبل التقابض إذا باعه بجنسه أو بغير جنسه مما يشاركه في العلة كالذهب بالفضة، والحنطة بالشعير وعلى أنه 

يجوز التفاضل عند اختًلف الجنس إذا كان يداا بيد، كصاع حنطة بصاعي شعير، وَّل خًلف بين العلماء في 

  (9 ص 11شيء من هذا. ) شرح صحيح مسلم ج

“The scholars have agreed on the permissibility of selling ribawi items with another ribawi items 

on deferred or credit basis and at different values providing that the items have different ‘illah such 

as the sale contract between gold and wheat, silver and barley and others. They also opine that it 

is forbidden to exchange the ribawi items of the same types such as the selling of gold with gold 

on a deferred basis and it is also forbidden to exchange the ribawi items of the same types by cash 

or on the spot but not at par in terms of weight/value/measure. The ribawi items also should not 

be separated (during aqad event) before taqabud (the settlement of the trading on the spot and in 

cash) when the traded items have similar ‘illah (eg: currency). For instance, the exchange of gold 

with silver and wheat with barley. They also have agreed that the exchange of items with different 

rates/values is permissible in the case where the traded ribawi items are not of similar types similar 

such as 1kg of wheat with 2kg of barley if the transaction is done on the spot basis. There is no 

dispute amongst the scholars regarding this issue. 

In the current context, paper money is a valid currency and is based on the hukm of gold as agreed 

by the Majma Fiqhi, Fatwa Councils and International Fiqh Organizations. Thus, it is forbidden to 

                                                           
3 Al-Nawawi, Al-Imam Muhyiddin. “Raudatu al-Talibin wa ‘Umdatu al-Muftin.” Al-Maktab al-Islami 3, (1991): 379. 
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trade gold on a deferred basis as it involves riba. The postponement can occur in the following 

two situations: 

1) The payment is made first, and the gold will be delivered later. 

2) The gold is already received, but the payment is delayed, and is paid by installment or lump 

sum after the event of aqad. 

Both transactions are clearly against the above hadith and it involves riba. 

3. Conditions of Buying and Selling Gold 

The rules pertaining to buying and selling of gold is also known as the rules of al-sarf. This is 

because gold is a ribawi items because of its nature being a currency, the conditions for trading it 

are similar to exchanging the ribawi items prescribed in the above hadith. According to some 

Shafie scholars,4 there are three conditions: 

1. Tamathul تماثل 

Must be in the same weight or value if gold is exchanged with gold or silver with silver. 

For currency, Ringgit with Ringgit, it should be at the same value. 

2. Hulul حلول 

The exchange must be immediately in cash, not in the form of credit or khiyar (cooling 

off period). 

3. Taqabudh تقابض 

The exchange and delivery of good and price must be immediate in the aqad session. 

 

The permissible methods of payment can be in the form of payment in cash, payment through debit 

card, direct transfer or direct debit and credit into the contracting parties accounts, banker‘s cheque, 

tarveler’s cheque, bank draft or other methods as long the requirements of al-sarf.   

                                                           
4 Mustafa Bugha. “Al-Fiqh al-Manhaji.” Dar al-Qalam 6, (1992): 71-72. 
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The permissible methods of buying and selling gold to avoid riba 

Riba on gold trading can happen in two situations. Firstly, the deferment in the delivery. Secondly, 

the deferment in the payment. Therefore, to avoid riba, the transaction must be on the spot. These 

are some suggestions to overcome riba: 

1. The payment can be made through cash, banker’s cheque, debit or credit account, and Shariah-

compliant credit card. The buyer can borrow money from the third parties to make a cash 

payment.  

2. The delivery of gold must be on the spot/cash by the buyer or the agent. 

3. Hire an agent to purchase gold. By hiring an agent, riba can be avoided. The buyer shall appoint 

any person to make the sale contract and qabad. For example, an Islamic banks that deal with 

the gold trading, companies, or individuals, who are actively participate in the gold trading can 

be appointed as the agent on behalf of their customers. Besides, this wakalah contract is 

flexible because the buyer does not have to do aqad of sale contract and qabad. It also can 

resolve the issues of online gold trading. This is permissible as long as the agent does not do 

the transaction on a deferred basis.  

The seller, who acts as an agent can charge fees in each transaction. The fees must be known 

and agreed by both parties. The agent may request that if he or she can buy the gold with a lower 

price, then the excess money will become his or her commission or incentive. Similarly, if he or 

she wants to resell the gold for the purpose of getting a profit when the price of gold is higher at 

the market price, then the profit will be known as a commission to the agent. This is based on the 

principle: 

 "بع بكذا فما زاد فهو لك"  ونظيره "اشتر بكذا فما نقص فهو لك"

“Sell it at this price, the difference of the price is yours”, “Purchase it at any price, and in case 

if you get the cheaper price, the balance from it is yours.” 

 

This is according to Ibn Abbas and some groups of Hanbali shcolars. 

4. Consignment and appointment of an agent as a gold trader. 
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The next method is consignment, where the seller will act as an agent to sell gold to the supplier 

such as MKS. As a representative, the consignee can sell the gold directly to the buyer or 

his/her agent. Under this concept, the existing gold can be consider as wadiah or loan (‘ariyah 

not qard). Besides, the consignee can purchase the gold first from consignor before he/she sell 

to the customer, and payment is made via debit and credit into consignor account. The second 

advantage is the consignee can determine the price and the profit that he or she will get. In 

wakalah contract, the price had been determined by the consignor. The price of gold should be 

disclosed whether in wakalah or wadiah contract. 

 

The transaction of 916 pamp gold (not 999), wafer, pamp suisee, gold bullion, gold bar or 

gold ore on a deferred basis  

There is no difference between a normal gold and gold with less quality or other forms of gold. 

Their ruling remains the same with the ruling of the normal gold. If gold is exchanged with gold, 

the rate (weight) must be the same, and the transaction cannot be on a deferred basis. Similarly, if 

silver is exchanged with legitimate paper notes, the transaction must be done on the spot (hand in 

hand). The shapes and quality of the gold and silver do not affect the value (intrinsic value). 

 عليه وسلم: "َّل تبيعوا الذهب بالذهب وَّل الورق بالورق إَّل سواء بسواء"، قال اإلمام النووي: "قوله صلى هللا

ورديٍء وصحيحٍ ومكسوٍر وحليٍ وتبٍر وغير ذلك،  : هذا يتناول جميع أنواع الذهب والورق، من جيدٍ العلماء قال

 (.4/195 صحيح مسلم وسواء الخالص والمخلوط بغيره وهذا كله مجمع عليه" )شرح النووي على

Reported by Imam Nawawi, Rasullullah S.A.W. has said: “Do not transact gold with gold or silver 

with silver except in the same value…” the scholars have agreed that the contract includes all types 

of gold and silver whether they have different quality, completeness and pureness.  

 

 

ا، أو مصوغاا،  وقال الحافظ ابن عبد البر: "والسنة المجتمع عليها أنه َّل يباع شيٌء من الذهب عيناا كان أو تبرا

، أو رديئاا، بشيء من الذهب، إَّل مثًلا بمثٍل يداا بيٍد، وكذلك الفضة عينها ومصوغها -القطعة المذابة-أو نُقرةا 

ا والبيضاء منها والسوداء، والجيدة والرديئة سواء، َّل يباع بعضها ببعض إَّل مثًلا بمثل يداا بيد، من زاد وتبره

 (.302أو نقص في شيء من ذلك كله أو أدخله نظرة فقد أكل الربا". )الكافي في فقه أهل المدينة ص 

http://ar.islamway.net/search?domain=default&query=%22%D8%A7%D9%84%D8%B9%D9%84%D9%85%D8%A7%D8%A1%22
http://ar.islamway.net/search?domain=default&query=%22%D8%B5%D8%AD%D9%8A%D8%AD%20%D9%85%D8%B3%D9%84%D9%85%22
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Al-Hafiz Ibn Abd al-Bar says, “According to the Sunnah as agreed upon, that it is forbidden to sell 

gold in the forms of tangible, raw or moulded.. except in similar weight and value, and hand to 

hand (on the spot). The same with silver..”5  

Nonetheless, according to Sheikh al-Islam Ibn Taimiyyah and his student, Ibn Qayyim6, it is 

permissible to trade gold jewelry with different weights (gold jewelry with gold jewelry), and on 

a deferred basis (gold jewelry with gold or silver) because the ‘illah of al-

thaman/money/currency/medium of exchange is not existed anymore, thus, it is considered as a 

jewelry. Furthermore, zakat is no longer applied to the gold jewelry because it is not considered as 

money.    

Pamp suisse, gold bar and other types of gold are not recognized as gold jewelry. There are no 

reasons to deal the transaction by installment or deferment, zakat on them is wajib.   

Buying and selling gold on ETA 

Buying and selling gold on ETA (expected time of arrival) is a sale contract in which the payment 

is made first, and the gold will be delivered later. It is also known as bay’ al-salam. The scholars 

have agreed that gold cannot be sold on a deferred basis. The deferment incurred only in two 

situations. First, the payment of gold by installment. Second, the postponement in the delivery of 

the gold. Bay al-salam is a permissible contract by syara’, which includes the transaction of 

necessities goods such as rice, sugar and others that are not gold, silver and currency. The 

transaction that involves gold, silver and currency must fulfill certain requirements such as no 

deferment in the payment and delivery. 

 

Some arguments to allow trading gold via ETA 

Money or currency (al-thaman) is a medium of exchange, measurement of values, tool of storage 

and source of wealth. Scholars from all schools (mazhab) opine that money as a currency is not 

limited to gold and silver only. Only Ibn Hazm al-Zahiri opines that it is limited only to gold and 

silver. Therefore, the majority of scholars have made an ijtihad in determining the ‘illah of gold 

                                                           
5 Ibn ‘Abdil Bar. “Al-Kafi fi Fiqh Ahli Madinah.” Maktabah al-Riyadh al-Hadithah 2, (1980):  634. 
6 Ibn Qayyim al-Jauziyyah, “A‘lam al-Muwaqqi‘in ‘an Rab al- ‘Alamin.” Dar al-Kutub al-Ilmiyyah, (1991).  
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and silver. According to them, except for Hanafi schools, both of the two items reflect al-thaman, 

currency, or money. The purpose of determining the ‘illah of gold and silver which is being the 

currency, medium of exchange is to relate and extend them to other items that have a the same 

roles and effects.  

There is no point to find the ‘illah if qias is not being implemented. Some groups are confused, 

and they consider the ‘illah of al-thaman/currency is limited to gold and silver only. The question 

is why we need to discuss on the ‘illah if we do not accept the fact that other things can also be 

accepted as currency or medium of exchange? Another question is why do we need to investigate 

‘illah if there is no extention of the ruling in the new issue at hand. 

Imam al-Nawawi asserts:   

وأما الذهب والفضة، فقيل: يثبت الربا فيهما لعينهما، ال لعلة. وقال الجمهور: العلة فيهما صالحية الثمنية 

الغالبة. وإن شئت قلت: جوهرية األثمان غالبا. والعبارتان تشمالن التبر، والمضروب، والحلي، واألواني 

 منهما. وفي تعدي الحكم إلى الفلوس إذا راجت وجه، والصحيح: أنه ال ربا فيهما النتفاء الثمنية الغالبة

“Some scholars believe that gold and silver involve riba because of their intrinsic value (corpus), 

not because of ‘illah which is transferrable to other medium of exchange. Based on the majority 

of jurists, the ‘illah of these two items is the fact that they are accepted as a valid medium of 

exchange. In the other words, these items are the “fathers” to all currencies. This includes all types 

and forms of gold and silver that have been discussed before. Besides that, regarding to the ruling 

of the occurrence of riba on fulus (metal money other than gold and silver), there is an opinion 

which inclines towards it. However, riba will not happen on fulus because it is not al-thamaniyyah 

al-ghalibah (main currency).   

Imam al-Nawawi and the past scholars gave this fatwa regarding to their situations. However, 

currently, paper notes are accepted worldwide as legal money. The opinion of Imam al-Nawawi 

clearly explains why the ‘illah of being currency is not recognized on fulus (metal money). This is 

because during that time, fulus is not acceptable extensively as a legitimate money, and only gold 

and silver are recognized globally as a genuine currency.    

In the current context, paper money is acting as a main currency and it is acceptable all around the 

world. Thus, paper money is “al-thamaniyyah al-ghalibah” (dominant currency). Besides that, it 
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is also considered as a current custom (urf). There is a legal maxim “al-adah muhakkamah”, which 

means  urf is considered in determining hukm.  

Sheikh Muhammad Ali Ba Atiyyah, a contemporary scholar of Shafie’ school suggests that paper 

money is categorized as a ribawi item like gold and silver.7 In addition, imposing zakat on it is 

compulsory. This view is in line with the views of all Shafie scholars in the past. This is because 

paper money is a legitimate currency and is recognized in the whole world as the dominant 

currency (al-thaman al-ghalib). In the past, gold is the main currency, and now, paper money is 

the main currency, a legitimate one and accepted by all societies. He also states that qiyas on paper 

notes with fulus is qiyas ma’al al-fariq (invalid qiyas).8   

To conclude, according to the Shafie schools, paper money is not limited to gold and silver only. 

All types of medium of exchange that are acceptable, and recognized as the main currency will be 

imposed a hukm of gold and silver on them, especially in terms of riba. The paper money is also 

valid for mudharabah capital, advance payment for bay’ al-salam, and it is laso subject to zakat 

obligation. Therefore, it is inappropriate to equate paper money with fulus or other types of 

currencies that are not widely recognized.  

The International Islamic Fiqh Academy OIC (Majma al-Fiqh al-Islami al Dawli) on 3rd 

Conference in Amman, Jordan, 8-13 Safar 1470H (11-16th October 1986) has made the following 

resolution:9 

“Regarding the paper money, it is nuqud (money) on constructively, where it is considered as the 

main currency (al-thamaniyyah), and its ruling must be based on the ruling of the gold and silver 

in terms of riba, zakat, salam and others.”   

 

A claim that paper notes must be backed by gold to prohibit the gold trading on a deferred 

basis. Since it is no longer back up by gold, then it can be traded on deferment basis.  

                                                           
7 Ali Ba Atiyyah.  http://mabaatiyah.com/AddIns/Fatawa/?CODE=184  
8 Can read on current opinion of Shafie scholars Sheikh Ba Atiyyah: 

http://mabaatiyah.com/AddIns/Fatawa/?CODE=184 
9 Majma’ al-Fiqh al-Islami 3, 1650. 
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There are some groups that claim that current paper money is not backed by gold, and therefore, 

it is permissible to trade gold on a deferment basis. To refute this argument, as a matter of fact, in 

reality, there is no evidence (dalil) that requires money/thaman/notes to be backed by gold. Even 

during the time of Prophet Muhammad s.a.w., the silver is used as a medium of exchange. So, why 

there is no claim that paper money has to be backed by silver? The companions has complained to 

Prophet Muhammad that they feel stress because they have to purchase water from the Jew’s well 

with dates. In the story, the dates are not backed by gold.  

In the past, rice is also used as a medium of exchange. Imam Malik said, “If many people use 

leather of a camel as a medium of exchange, I will not agree if the leather is used to purchase gold 

on a deferred basis”.10  

Based on the empirical studies, the international trade is too huge, and the existing gold is 

insufficient for the market. In terms of Fiqh, there is no evidence that said that only gold is eligible 

as the medium of exchange. The prohibition of purchasing gold on a deferred basis in terms of the 

delivery and payment is agreed by the ijma’.  

 

Gold trading on a deferred payment basis through deferred delivery scheme ETA (Estimated 

Time of Arrival), and fatwa from the Shariah Council of Indonesia (DSN) 

There are some people that involve in the gold trading through ETA take a fatwa from the Shariah 

Council of Indonesia (DSN) as evidence (dalil) in dealing with the business transaction. DSN 

states that it is valid to purchase gold by installment (with a condition that the gold must not be 

considered as al-thaman/currency). However, this fatwa is not in line with the fatwa of Majma 

Fiqh, AAOIFI and International Fatwa Councils.  

However, the people that involve in the gold trading through ETA have used this fatwa incorrectly.  

1. The fatwa of DSN identifies gold as a commodity, not as al-thaman/medium of exchange. 

However, ETA gold traders recognize gold as a currency and support the campaign to revert 

to gold as currency. 

                                                           
10 Anas Malik. “Al-Mudawwanah.” Dar al-Kutub al-‘Ilmiyyah 3, (1994): 5. 
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2. The fatwa of DSN encourages the purchase gold by installment because most of the people do 

not have cash unlike the ETA gold traders, who have enough cash.  

3. The buyer has already received the gold that is purchased by installment, however, in ETA 

transaction, an advance payment has been made, but the gold is still not delivered.  

4.  ETA transaction involves bay’ al-salam, and there is no dispute amongst the scholars on the 

prohibition of gold to be the subject matter of bay‘ al-salam contract.  

5. The purpose of purchasing gold by installment is to own the gold, but in ETA, the purpose of 

the transaction is to gain profit. This is because a buyer who really wants to buy gold would 

want to get the gold on the spot after making a full payment. Therefore, it might be a trick to 

get a profit through a buyback transaction at the higher price or through hibah or other 

mechanisms. On the seller’s side, if there are many stocks of gold, where they can offer a lower 

price to their customers compared to the other shops, why do they need to postpone the delivery 

of gold? For what purpose do they claim to have a lot of stocks? If the stocks are actually not 

in existence, they cannot sell something that is not in existence. A full advance payment as 

practiced in the ETA transaction is different from purchase order and booking fee. Booking 

fee is a small amount paid earlier, but can be refunded back if the sale contact is cancelled. 

6. In Malaysia, in case of disputes, the Malaysia governing law will take over, where the case 

will be brought up to the courts. The courts will then refer to the Fatwas issued by Malaysian’s 

authority.  

 

Transaction of gold by “lock in” the price and penalty charged due to cancellation 

For example, Customer A is interested to purchase gold for his/her savings and does not have an 

intention to get a fixed profit through any investment schemes or buyback gold transactions at a 

higher price. The method of the transaction is as follows: 

i. Lock in the price 

ii. The customer has to make a full payment within 24 hours directly through an agent. An 

agent must bank in his/her money first. 

iii. Make an appointment to transact and take the gold that had been ordered days earlier. 

Cancellation: Penalty for any cancellation is 5% from the total price of the ordered gold.  
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The structure of the sale contract that is illustrated above is problematic. Firstly, there is no taqabud  

on the spot (hand to hand) exchange between the cash and the gold. The customer pays early but 

the gold will be received only after 3 days later or more. The transaction is clearly illustrating that 

there is a deferment on the delivery of the purchased gold. The main rule in gold trading is that it 

must be on the spot. It is similar to exchanging gold with silver. In this structure, the payment 

cannot be regarded as wadiah as the mechanism of the mode of payment is not clearly stated.  

Secondly, 5% of the total gold price will be charged as penalty if the buyer wants to cancel the 

transaction. The purchase order is treated as already binding. If aqad has not happened yet, there 

should not be any obligation and the traders do not have any right to charge a penalty for the 

cancellation. If there is a view that permits the penalty charge, it must be on an incurred cost (such 

as transportation fees), not in percentages. 

Taking deposit as an urbun is also not allowed in the gold trading because it is identified as a part 

of the gold price. Booking fees, which can be returned due to the cancellation might be permitted. 

Some scholars suggest to regard the advance payment as security deposit, and can be factored in 

the selling price later once the aqad is concluded.  

To conclude, the structure of this contract is questionable because it involves a deferment in the 

delivery, and a penalty charge of 5% of the gold price. The transaction also treats the purchase 

order as a binding contract, as if the aqad was already made upfront. 

 

Bay’ al-Wafa in Sale Contract Schemes/Gold Investment 

The scholars from all schools do not permit bay’ al-wafa except for muta’akhir Hanafi scholars as 

stated in Majallah Ahkam al-Adliyyah. There are two reasons why most of them have  prohibited 

it. Firstly, the selling of the good with a condition of buying back, which is similar to a qard with 

“security” or “ar-rahn”. When a pledger gets a usufruct (manfaah) from the pledged asset, it is 

riba. Secondly, the issue on taqyid al-milkiyyah, which means a sale contract with a condition. It 

is against the substance of a sale contract (muqtada al-bay) and the intention of a transaction, as if 

the transfer of ownership does not happen absolutely. The buyers do not have the right to sell the 

good to any person that they want, give the good to others as a gift, or keep the good forever. This 
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contract indicates that there is no transfer of ownership involves, and it is against the real substance 

and feature of sale transaction. 

This is a general opinion regarding to bay’ al-wafa. If the contract involves in gold trading 

schemes, the Shariah issues and the prohibition still remain the same. It becomes more problematic 

when the gold is used as an asset-based on bay’ al-wafa. This is because there is a specific 

principles for the gold trading. 

Because bay’ al-wafa is almost similar to ar-rahn, there is a possibility that some people will 

manipulate to replace bay’ al-wafa with ar-rahn. This is wrong because the original hukm of ar-

rahn is permissible (mubah), while the original hukm of bay’ al-wafa is haram (prohibited) 

according to jumhur ulama’. Al-rahn is pawn brooking, bay’ al-wafa is a sale contract with a 

buyback condition that contains the elements of giving a loan and taking advantage of it. 

For example, a trader wants to purchase 100g of gold from a customer with a discount price 

(assume that it is a 70% discount). Now, the gold is with the scheme’s trader. The gold is purchased 

at the lowest price, and it is used again to sell and buyback through bay’ al-wafa contract with the 

other parties. It has potential to replace al-rahn contract. If this happens in the transaction, the 

issue is not only on the prohibition of bay’ al-wafa, but also involves bay’ inah, which is prohibited 

since the time of Prophet Muhammad S.A.W. The contract that consists the combination of two 

contracts (bay‘ al-wafa and bay‘ inah) in one transaction is prohibited from Shariah perspective. 

Thirdly, riba occurs when hibah/gift is given to the customer who sells gold at discount. In this 

case, there are three Shariah violations that take place, bay’ al-wafa, bay’ inah and giving hibah 

on the selling of gold with a discount to cover up riba.  

Problematic gold investment schemes from the Shariah perspective 

The characteristics are as follow: 

1. Gold purchasers are promised to receive hibah every month up to certain tenures. In order to 

continuously receive hibah, the customer has to buy new gold or exchange the existing gold 

bar with the new one at different prices.  

2. Excessive fixed returns, up to 20% per month from the capital is promised.  

3. Using a prohibited aqad such as the selling of gold with a buyback condition. 

4. Unclear aqad, but it guarantees a fixed return. 



16 
 

In qard, we cannot take extra amount. On what basis they purchase gold with a buyback condition? 

The extra payment made is on what basis? If he/she sells the gold at RM13k for 100g (for 

example), then buy it back at RM20k on deferred, then the contract is considered as bay’ inah, on 

top of that the issue of deferment of delivery of gold amounts to riba.  

5. The seller promises to buyback at a higher price on a deferred payment. As example, “Purchase 

gold in cash at RM13k, and will buyback at RM20k on a deferred payment basis for 3 months”. 

6. Bay‘ wa salaf (a conditional sale contract with loans). For example, the payment will be made 

first, and the gold will be delivered later through ETA, aqad will be made during the delivery 

of gold as if the advanced money is a loan to the seller prior to concluding the sale contract. 

Other example is the sellers give loan to the customer with a condition that the loan must be 

used to buy gold from them. 

 

The example of problematic investment plans/gold trading schemes 

1. Unclear aqad, whether it is loan, wakalah or others 

For example: “You give your 100g pamp to us, and we are willing to pay it for RM3200 x 3 

months. You will get back your pamp after the fourth month” 

It is identified that the aqad is not clearly specified. If it is a rental agreement, then it must follow 

the rules of renting, where gold cannot be sold to another parties. The purpose of rental must be 

mutually agreed and compliant with the Shariah. If the gold is sold to others, the contract will 

change into a loan agreement. It is clearly an interest bearing loan. 

 

2. Gold investment that promises a fluctuate return with minimum guaranteed return  

Because a fixed return on the investment is prohibited, what about fluctuate fixed returns, for 

example, the profit rates is around 4% to 10% per month?  

Before answering this question, we need to understand the principles of a sale contract. Generally, 

the contract must be transparent and mutually agreed especially in terms of the price of the good 

and the types of the good. Ignorance on these rules causes the sale contract to be invalid. In 



17 
 

addition, when someone put the price of the good to be at fluctuate rates such as around 4% to 

10% or RM 2k to RM 3k, the transaction will be invalid because of uncertainty in the price. The 

profits from the sales cannot be regarded as a halal income because the aqad is invalid. 

However, an investment under mudharabah or wakalah contract, whether it involves gold trading 

or other business, the contract is regarded as riba, if they promise to give a fixed return and 

guarantee the capital. If they promise fluctuate profit rates at 4% to 10%, this will still be regarded 

as riba because they are guaranteeing the profit of at least 4% per month.  

3. From investment to the sale contract 

For instance: “I purchase 100g of gold at RM 13k, the trader buybacks my 100g gold on a deferred 

basis at RM 20k, and the payment is made by installment at RM 2k per month for 10 months or 

by paying RM 20k lump sum after 10 months”. Many people argue that this is not an investment, 

but a sale contract. 

To put it simply, the transaction is still non-Shariah compliant even though you do not use the 

word “investment”, or whether both of you are mutually agreed in the sale contact. This is due to: 

1) Buyback condition that reflects bay’ inah that is prohibited earlier by the Shariah. It is like 

giving a debt of RM 13k and getting back the total amount of RM 20k. An excessive amount 

over debt principal is riba. 

Buyback transaction is permissible, but it cannot be made as a condition in a contract, and cannot 

have the intention of getting back at a larger sum of money as it is considered as a means to cover 

up riba. On the other hand, if the transaction involves gold, silver and currency, the transaction 

cannot be made on a debt basis because it is a clear cut riba. 

2) Gold and silver cannot be transacted on a deferment basis. If they are deferred, it will be 

considered as riba al-buyu’ (riba on the ribawi items). The hukm comes from ijma ulama’ 

based on the authentic hadiths. 

As a conclusion, this transaction involves riba twice, where the first riba is the interest loans, with 

a trick trough bay‘ inah and secondly, riba in selling and buying of gold on a deferred payment 

basis. 
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4. Lease of gold 

Majority of the scholars encourage the rental of gold when it is used as women’s jewelry. Some 

scholars also encourage the lease of pure gold in forms of coins or bullions if the purpose of the 

lease is permissible such as for tools of weight measurement, as an exhibition, etc. but with a 

condition that they must remain intact in their original forms (not melted or sold).  

Moreover, lease as defined in Islamic jurisprudence is “tamlik al-manfaah bi ‘iwad” means giving 

the right to use the usufruct with a consideration which is the rental payment. This is not the 

transfer of ownership like in a sale contract. In case if the gold are sold to another parties, the lessee 

has committed a fraud and he/she has to pay back the gold at the same value. Thus, it becomes a 

debt for the lessee. The extra payment is RIBA.  

Nevertheless, if the gold is rented based on the currency basis, the hukm is haram (prohibited). 

This is riba. This is similar with the hukm of currency. The money/paper notes cannot be rented 

as the extra payment on the rented money will contribute to riba. 

The scam scheme sells a piece of gold to different investors and promises them to rent back the 

gold. In reality, the gold is rented back to sell it to the new investors. This is an attractive scheme, 

where many investors are greedy to get a large sum of rental income without thinking the hukm 

and the consequences of the scheme.   

For example: A rents out his 100gram 999.9 gold pamp to a trader for business purposes. The 

trader melts the gold, and processes it into jewelries. He pays A rentals by installment. At the end 

of the tenure he will return the same weight and quality of gold to A. Does the Aqad comply to 

Shariah? 

In this case, the contract is not a rental contract because rental contract is using a usufruct 

(manfaah) of the commodity with the rental payment (tamlik al-manfaah bi iwad), and at the same 

time maintaining its original form. If the gold is melted then it is no longer a rental contract but a 

loan where the amount of gold should be guaranteed. In the context of qard, there is a transfer of 

ownership between the lender and borrower, where the borrower needs to pay back with the same 

items or values. In this case, 100g 999.9 gold pamp should be paid equally and the lender should 

not take any extra payment because it amounts to riba. So, in this case, the rental payment by 

installment is riba.  
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The problem with the “gold lease” program is that it combines two aqads in one transaction and it 

is confusing whether the gold is to be rented or purchased. As a solution, he can buy the gold from 

the owner in cash and on the spot. Then, he can melt the gold, sell it or do whatever he wants with 

the gold. 

5. The package of car leased with gold, then the gold is given back 

The hukm of car rental is permissible when all principles and rules in the contract are fulfilled. 

Furthermore, gold can be used as a payment of the rent. It is an attractive package. However, 

questions arise when there is a promise that the gold will be given back in the future. It will be the 

loan of gold, which is similar to the loan of money. The lessee will get back the gold, and it will 

not be regarded as ijarah. It has changed into loan agreement. What about the usage of the car for 

a year for instance. Its usufruct that is in consideration to the gold lent; which is actually a loan, is 

clearly riba. This is according to the fiqh maxim:11 

 كل قرض جر نفعا فهو ربا

“Every debt that yields benefits (to the lender) is a usury.” 

6. Gold transaction without deferment in the payment and delivery of the gold, but on the 

basis of an extraordinary hibah 

The original rules of hibah is mandub, but the communities need to know that not only riba is 

prohibited in Islam, even the elements of fraud (taghrir), gambling (gharar), seize the others 

property on batil and etc. are also prohibited. Haram can be divided into two which are haram 

lizati (ab initio) means prohibited in itself such as alcohol, pork, riba. Secondly, haram lighairihi 

(external factor) in which the act is not prohibited initially, but is prohibited due to the external 

factors such as planting grapes on the purpose to sell and supply it to the wine factory, etc. 

Additionally, “Get-Rich-Quick” schemes would argue that there is no element of riba, such as the 

price of a bicycle if increased 20 times, then award the buyer with gold or sell gold at a mark-up 

price and promise to give hibah for every month.  

                                                           
11 Al Syirazy, Al Muhazzab 1, 304, Ibn Qudamah, Al Mughni 4, 211&213, Al Syarhul Mumti’ 9, 108-109 
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Actually this is a trick to attract investors to invest in this scheme. The original hukm of hibah is 

mandub but if there is element of fraud, the hukm is haram. Same illustration on planting grapes 

where the original rules is mandub (recommended), but it becomes haram due to its purpose that 

would lead to the illegal action. As far as money game is concerned, even though riba is not s 

obvious, where someone will be a victim of fraud at the end of the game, as a matter of fact it is 

not a real business, but fictitious. 

Get-Rich-Quickly scheme, Ponzi scheme, and money game even though in absence of riba include 

the elements of fraud (taghrir) and seize the others property on batil and haram. 

 

Conclusion 

Riba is strictly prohibited in Islam. It is among one of the greatest sins as Allah and Prophet 

Muhammad S.A.W have declared a war against the riba practitioners. Islam never forbids its 

believers to sell and buy gold, but they must follow certain rules. We need to be careful with the 

scam schemes and gold investments that offer high returns because they are always associated with 

riba, shubhah riba in deferment of the payment of the price, delivery of the purchased gold and in 

buyback program, fraud or fictious sale transactions.     

 


