
 

 

FATAWA INTEREST/RIBA 2008-2012 
Subject: Prohibition of Riba/interest and its philosophy 

 
From: Ayesha 
Sent: Monday, January 28, 2008  
Question: the Qur’an talks about taking interest 
I have a question regarding Riba. Why does Quran everywhere when it talks of Riba, states 
about taking interest, not giving? 
My Answer: 
Dear Sr. Ayesha 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
While a few verses talk about taking Riba, there are others that talk about Riba in general like 
"...And prohibited Riba" [2:275], "God destroys Riba" [2:276] and also "and quit what is left of 
Riba" [2:278]. Of course taking it is the source of its evil and there is no circumstance where 
taking Riba may be necessary. On the other hand there may be circumstances that make giving 
it necessary. This implies that taking it is pure injustice while giving it may be morally justified 
by necessity. Anyway, we know that There can't be taking of Riba if there are no persons who 
give it and this is why our beloved Prophet, may peace and prayers be on him, informed that 
the Wrath of God is on the taker, giver, and writer and the two witnesses and in a version of 
this saying he said they are all alike, meaning in regard to the Wrath of God because it takes a 
giver, a writer and witnesses to have it practiced.  
Best Regards, 
Wassalam 
Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: From Living Shari`ah, Islam on line  
Sent: Sunday, February 10, 2008  
Question: Proof of prohibition of interest 
Dearest Dr. as-salamu alaykum 
Pls. answer this question. The man is speaking on Riba: 
On September 17, 2007, Imam AbduRahman bin Mohammad Al-Harbi (our local Imam) talked 
about "Riba" (usury) and warned the Muslims about the gravity of this sin. The Imam 
mentioned that taking Riba is equal to committing "Zina" (adultery/fornication) seventy-two 
times with one's own mother. I have read and heard about Riba being a big sin but never read 
or heard about it being a sin of the magnitude of committing incest with your mother seventy-
two times. On my request, the Imam did not provide any proof. Please let me see the proof. All 
translators (Asad, Yusuf Ali, Pickthall, Shakir, and Mohsin) of the Holy Quran in English have 
translated the word "Riba" as usury. The meaning of the word "usury" in English (The American 
Heritage, Merriam Webster, Cambridge, and Oxford Dictionaries) is: Exorbitant, 
Unconscionable, Excessive, Illegally High, Very Much Larger Amount, and Unreasonably High 
rate of interest. Only one verse in the Holy Quran (The Family of Imran: 130) defines Riba as 
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doubled and multiplied: 3:130 O ye who believe! Devour not usury, doubled and multiplied; but 
fear Allah that ye may (really) prosper.  

بَا الَتَأُْكلُوا آَمنُوا الَِّذينََ أَيُّهَا يَا ََلََعلَُّكْمَتُْفلُِحونَا َأَْضَعاف الرِّ َواتَّقُواَّللاه َضاَعفَةَ   مُّ
At the time of the Prophet Muhammad (pbuh), there were no banking institutions, 
governmental controls, and regulations to regulate lending and borrowing.  The moneylenders 
were charging exorbitant rates (may be to protect their investment in an unregulated market). 
All the Ahadith of the Prophet Muhammad (pbuh) clearly indicate that the Prophet Muhammad 
(pbuh) is addressing individuals and not institutions.  Those individuals of the Prophet 
Muhammad (pbuh) time can be considered the modern-day loan sharks as the Pay-day Loans. 
There are other Ahadith telling us that when the Prophet Muhammad (pbuh) owed money, the 
Prophet Muhammad (pbuh) always returned more than what he owed.  Was it a practical 
lesson that the value of currency depreciates over time? Also, the above verse of the Holy 
Quran is forbidding "devouring" or eating Riba. Only a lender eats Riba. A borrower is not 
eating Riba; therefore, it should not be a sin to pay interest. Many Muslims cannot buy house, 
car, or start a business because of the fear of committing the sin of Riba. The entrepreneurial 
abilities of Muslims are suppressed because of the fear of committing the sin of eating Riba 
while, in fact, the borrower is not eating Riba. Today's "Islamic financial institutions" are not 
much different from the banking institutions.  They are playing the game of words (semantics): 
calling it "reward" or "profit" instead of "compounding interest" for bank accounts and "return 
on capital" instead of "interest rate" on mortgage loans to induce customers. If changing words 
makes it Islamic, than, I guess, calling "wine," an alcoholic beverage, grape juice would make it 
permissible. In my humble and "unknowledgeable" position, the modern day interest charged 
by banking institutions is not usury because the rates are negotiated, loans and bank accounts 
are protected by state laws and regulations, loans can be renegotiated, and finally, the 
borrower has the option to declare bankruptcy to protect his/her other assets. The banking 
institutions provide respite when a borrower is in difficultly. Do they follow the commandment 
of Allah SubhanahuwaTaala in the following verse of the Holy Quran? Al-Baqara 2:280 if the 
debtor is in a difficulty, grant him time till it is easy for him to repay. But if ye remit it by way of 
charity, that is best for you if ye only knew. 

قُواََخْيٌرَلَُّكْمَإِنَُكنتُْمَتَْعلَُمونََ  َوإِنََكاَنَُذوُعْسَرٍةَفَنَِظَرةٌَإِلَىََمْيَسَرٍةََوأَنَتََصدَّ
The Muslim Scholars, knowledgeable persons, have a tendency to explain the meanings of the 
Holy Quran and Ahadith of the Prophet Muhammad (pbuh) very narrowly. The narrow and 
restricted meanings have created problems for Muslims in the past. We were not able to 
compete with non-Muslims because of the fear of committing sins. As I remember, the 
following acts by Muslims were defined forbidden (haram) in the past. These include: 
1. Learn English language. 
2. Wearing neckties and trousers. 
3. Use of Load Speaker in Mosques. Now the imams in Pakistan are enjoying it so much that 
they would not let the neighborhood sleep. The imams enjoy narrating sexually explicit material 
at full blast for the benefit of the whole universe including minors. 
4. Haircuts styled after Europeans. 
5. Taking camera pictures and recording movie films. 
6. The direction of Ka’ba in North America, (South or North East). After long debates, now there 
is a general agreement on the north-east side. 
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7. Halal Meat. Many Muslims of Pakistan and Indian origin still do not believe in eating meat 
from Ahl-ulKittab 
8. Space Exploration and landing on moon. 
However, in my life time, the knowledgeable people have modified their stand and accepted 
the position of "unknowledgeable" people on above issues. With Islam-on-Line, I wish and hope 
that our scholars should look deeply into this aspect of borrowing and lending and distinguish 
between the business with regulated banking institutions and predatory lending by individuals, 
Payday Loans, and other loans sharks. 
May Allah SubhanahuَwaَTaala guide us to the right path. Ameen 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Amin 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My basic answer can be put in a few points:  
1. It is not a semantic matter. Islamic banks have in fact a paradigm difference. They give 
finance on the basis of sale, lease or sharing. Not only change of words. Please make some 
reading. This difference has a lot of effect on real business and real finance.  
2. Semantics comes in usury and interest. Interest is only a change of word from usury that 
came only over the last 150 years (don't be fooled by the modern dictionaries, go back to the 
original meaning of the word). There is no difference between low and high rates, individual 
and institutional lending. Isn’t Pawn shops and pay day lenders legal in America today, and 
what do they charge, usury or interest? Are rates of 28% or 32% low or high? Aren’t they the 
rates of credit cards issued by institutions? How about the rates on overdraft by banks in 
Amerce, aren't they sometimes 300%? 
3. Please don't be misled by inaccurate translations. Translations are manmade not God given. 
Look at verse 2:279 that defines Riba as any increment above principal. That is usury as defined 
in modern dictionary and interest as known in institutional and non-institutional finance and 
business today. 
4. The fact is: the prohibition of INTEREST in our religion is a change in paradigm  because a 
debt does not create value, it is basic to the Islamic economic philosophy and system and basic 
to justice in economics. 
5. Please make more readings on this issue; I suggest to you my website, Dr. M. N. Siddiqi’ s, 
Islamic Development Bank's and many others. 
6. If you happen to come across persons who claim they were scholars and prohibit haircut and 
neckties, it is a personal problem of yours that made you fail in finding the right scholars, please 
change approach and search more for knowledgeable person to consult.  
7. You know the sources of Islam are not only the Qur'an but also the Sunnah of the Prophet 
Muhammad, pbuh. The Qur'an itself talks about just Riba in more than one place (not only 
taking Riba). The Hadith equates taking it with giving it in the matter of SIN. It is a highly 
authentic Hadith that says: "The Wrath of God is on the taker of Riba, the Giver, the Writer and 
the Two Witnesses, they are all ALIKE"  
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8. The quote of your Imam gave is in fact correct. There are two Sayings one mentions number 
72 and the other 36. They came in the Collection of al Munthiri that is called "al Targhib wa al 
Tarhib", volume 2. You may check the internet for the exact text. The mention of incest with 
one's own mother is in the AUTHENTIC HADITH ALSO. IT IS THE PROPHET, PEACE AND PRAYERS 
BE ON HIM, WHO GAVE THAT EXAMPLE TO MAKE IT CRISTAL CLEAR THAT FAIRNESS IN 
ECONOMICS MATTERS AND SHOULD BE PLACED IN ITS APPROPRIATE STAND, MORE 
IMPORTANT THAN PERSONAL MORALITY.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Marcus  
Sent: Thursday, July 31, 2008  
Question: is Riba only on gold money? 
Dear Sir, 
I am dosing my 4th year law from National law school, Raipur. Currently I am pursuing PG 
Diploma in Islamic Banking and Finance. I have a doubt regarding this topic. Kindly enlighten me 
on this topic. 
1. Does Riba enter into every commodity or is it confined to gold, silver, wheat, barely, dates 
and salt? 
Waiting for a positive reply. 
Regards, 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Mr. Marcus  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The fact is: Riba in finance deals only with time. This is what is referred to in the Qur'an and 
most of the Sunnah. Riba in finance, as a matter of definition from which all finance 
applications fall through easily, is a contractual increment in a debt or a loan. Loans can be of 
money or any items that falls under Mithliyyat. 
The Hadith about the six items relates to another kind of Riba that is Riba in sale contracts. The 
most important aspect of it is the Sarf contract (currency exchange). It applies to gold, silver 
and other currencies. 
In my opinion, the other four items are there because they were quasi money at the time of the 
Prophet, pbuh. Hence in my opinion, we must apply the same requirement (Yadan bi Yad) when 
we deal with any similar items. These are in today's world items that can be characterized like 
cash crops or their like. Schools of Fiqh went on this matter in different directions but anyway 
this issue is almost an issue of the past that has no modern applications at all. 
Please write me if you need any more clarification. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
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Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 
From: sajid 
Sent: not dated 
Question: Riba multiplying in double 
As-Salamu `alaykum!  
I had a question regarding interest transactions. Did Allah SWT prohibit all interest transactions 
in general or only those where money or land is multiplied in double triple which leaves too 
much burden on the people? Also I have read that Imam Ghazali seems to have said that little 
interest which doesn't put too much burden is OK. Is that true? Please advise. 
Jazaka Allahu Khair. 
My Answer: 
Wa `alaykum As-Salamu wa Rahmatullahi wa Barakatuh.  
In the Name of Allah, most Gracious, most Merciful. 
All praise and thanks are due to Allah, and peace and blessings be upon His Messenger.  
Dear brother Sajid,  
Almighty Allah prohibited all interest and He even stated in 2:275 that the remnant of it must 
be discharged. Imam Ghazali and all other Muslim scholars never said that any part of Riba is 
tolerated. Riba is defined as any increment in a debt regardless of its size or the purpose of the 
debt. It may be for financing real estates, business, purchase of goods and services or even 
consumptions. All and any increments in a debt are Riba and are haram.  
Allah Almighty knows best. 
------------------------------------------------------------------------------------------------------------------------------ 
From: Anwar  
Sent: Sunday, September 07, 2008  
Question: Why Riba is prohibited 
Assalamu Alaykum. 
I would appreciate it very much if you could explain the following in the light of Qur'an and 
hadiths: 
1. We know that interest is harm in Islam but if someone asks when renting a house, car , 
equipment is allowed why not renting money is permitted. A house can be rented out for 
several months at a fixed rent per month; similarly an amount of money should also be rented 
out for months/years at a monthly fixed rent. This rent can be paid either by fixed amount of 
money or other wealth like crops/grains etc. per month. 
2. Someone says that a product cannot be sold/bought in Islam without seeing the product. In 
other word selling/buying of documents is not permitted in Islam. Can you please explain? 
Thanks and best regards 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Anwar 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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Yes I can explain it, but that takes a longer time than I like to write in answering an email 
question! I suggest that you either come or attend one of my training courses, that are done in 
almost every corner of the world or at least read some of my writings on my website 
www.kahf.net. 
Meanwhile, can you think of the differences between Money and a house or car? 
Goods/services can be sold on description, provided specifications are stated in full along with 
other conditions in the contract. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Samy, Islam on Line  
Sent: Tuesday, December 30, 2008  
Visitor Question: Difference between Interest and Usury 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
What is the difference between interest and usury, and is it true that Riba is not obtainable in 
paper and coin currency?  
Jazakum Allahu Khairan for your constant help. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Abubakar 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
To make it in a few words: Riba is clearly prohibited in the Qur'an and the Sunnah, many verses 
and Sayings. Verse 2: 279 defines Riba when it makes the condition for repentance to get ones 
principal only. Of course the sequence is in a loan contract not in sale because before that the 
verse 2:275 says that sale is permissible and Riba is prohibited. What the definition from Verse 
2:279 of Riba? It is simply anything above the principal in a loan. This is in fact the definition of 
interest as we know it in finance. Therefore The FINANCIAL RIBA= INTEREST identically. 
On the other hand, there is another kind of Riba in sale contract, that has nothing to do with 
financial Riba, it rather relates to sale of currencies and quasi currencies. This is so because the 
word Riba means increase or increment, that is why it is used in both financial Riba (then it is 
equal to interest) and sale differential that is a different kind of increment.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf  
---------------------------------------------------------------------------------------------------------------------- 
From: Malik   

Sent: Tuesday, April 07, 2009 

Question: Islamic Banking and Finance Books 
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As Salaam Alaikum Dr. Monzer Kahf, 

Recently I've been trying to get my hands on as many resources (books or websites) on Islamic 

Finance. Are there any books that you would recommend that can give a clear understanding 

on Islamic Finance and buying a home? I live in New York and I'm trying to find an Islamic bank 

that I can work with that is not dealing with usury so I can buy a home. I've yet to find a 

resource that can clearly explains in "layman’s terms" how Islamic Finance works in various 

investments. 

It seems like there are a lot of banks that say they are Shari’ah Compliant but when you peel 

back the layers they are not. Where is a well-intentioned Muslim to go to get the right 

information from a reputable source?  

Any answers you can provide, InShaAllah, would be greatly appreciated. 

JazakAllah Khair 

Malik 

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Malik 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
There are many Islamic banks all over the world that are Shari’ah compliant even when you 
peel all layers! The propaganda against them comes from either the ignorant of the ill-intended.  
The book that you need is yet to be written but there is a lot of info on the internet and many 
easy manuals that are also there that need your kind discretion to select and read. In America 
there are a few companies that provide Shari’ah compliant home finance. You need to look 
carefully for what does the contract that you sign read. If it reads loan and interest, it is not 
Shari’ah compliant but if it reads lease or Murabahah, it is most likely permissible. The second 
point you look for is the Shari’ah advisors of the company, do you trust those advisors? There 
are companies that claim offering Islamic finance without any appropriate Shari’ah advice that 
is a false claim! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 

From: Malik   

Sent: Tuesday, April 07, 2009 

Question: Islamic Banking and Finance Websites 

Wa Alaikum Assalam wa Rahmatullahi wa Barakatuh 

Dr. Monzer Kahf 

Thank you so much for your guidance. This will be very helpful when I move forward in finding 

the appropriate Shari’ah compliant bank. I can't thank you enough. Are there any internet sites 
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that you would recommend that could help me in continuing my understanding of Islamic 

finance?  

JazakAllah Khair 

Malik  

My Answer: 

Dear Br. Malik 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please take a look at the websites of Islamic Development bank, mine www.kahf.net, and try to 
find the websites of Prof. M N Siddiqi, Mohammad Anas al Zarqa and International Association 
of Islamic Economics. 
Best Regards, 
Wassalam 
Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 

From: Ibrahim   

Sent: Wednesday, February 04, 2009   
Location: Netherlands    

Question: Information about Islamic banking and finance 

As salamu alaikum wa rahmatulahi wa Barakatuh, 

Dear Dr Kahf, 

My name is Ibrahim and I live in the Netherlands. I am a Student of International Business and 

Management Studies. I have many questions to ask you, mostly about Islamic business in 

general (economics, investment, finance, banking, management, Marketing, Entrepreneurship). 

First, is there any college or university that you know that teach this subjects Islamically here in 

Europe, Asia or anywhere in the world? Are there any Islamic financial, investment institutions 

that operate without dealing with interest rate? What should I do to learn these subjects or 

some of them in the light of the Quran and Sunnah and later be able to practice them and 

survive in this world of business competition? I think I have to stop here for now. I hope hearing 

soon as possible. 

Barak Allahu fikum, 

Ibrahim 

My Answer: 

Dear Br. Ibrahim  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I don’t know of any school in Europe that offer dependable program in Islamic econ or Islamic 
finance. I am presently a part of a new program of MS Science in Islamic Finance that just 
started in the fall 08 I hope it is a very good one.  I can confidently recommend it. It is in the 
Faculty of Islamic Studies in Qatar Foundation, Doha Qatar. The Faculty itself is now specialized 
in graduate studies. 
Meanwhile I suggest that you check the Internet for website of Islamic development bank, 
International association of Islamic economics, Mabid al Jarhi, Muhammad Anas Zarqa, 
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Mohammad Nejatullah Siddiqi, and mine at www.kahf.net <http://www.kahf.net/>  there are 
many useful downloadable publications that can make you busy reading them. 
Best Regards, 
Wassalam 
Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------------- 

From: Naheed   

Sent: Thursday, April 30, 2009  

Location: Britain 

Question: View on Islamic Bank of Britain 

Assalamu Alaikum Dr. Kahf, 

I recently read your article on IslamOnline.net, titled "The Global Financial Crisis: Ideas for Long 

Term Solutions: Short Notes", translated by Dr. Ahmed El-Gharbawi. 

Masha Allah it was very interesting.  

I have also come to know that you have great knowledge on a wide range of subjects like, 

Islamic banking, finance, economics, and Islamic transactions (Mu`amalat), to name but a few. 

That is why I was wondering if you could kindly enough share your opinion on the halalness of 

Islamic Bank of Britain - they use terms such as Wakalah, Murabahah, Mudarabah, Qard and 

Musharakah, to name a few.  

I look forward to your reply, 

Wassalam  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Naheed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thank you for your kind email. Please notice that I do not give any opinion on individual 
entities. You may ask me about a specific contract or transaction. The names of transactions 
that you mentioned are known and circulated in Islamic finance and economics. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 

From: Sahra  

Sent: Tuesday, April 28, 2009  

Location: Pakistan    

Question: Islamic Economics and interest 

 first let me introduce myself my name is SAHRA, I am taking a course for (modern institution of 

informatics and management) (MIIM) in Pakistan, I am taking for the subject of ISLAMIC 

BANKING & FINANCE, so please I want to help me for the side of question because I read your 
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letter in Islam-online so I want to ask you a question which is (1) what is the difference between 

Riba and Sood? (2) monetary policy in islamic economy? 

please send me as soon as possible the answer for this mail. 

thanks for your reading. 

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sahra  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1. I don’t know what the word sood means because I don’t speak Urdu but if you mean by it 
interest given by banks on deposits or charged on loans that they give, it is then exactly the 
same as Riba as used in finance because this is the exact meaning of Riba as given in the Qur’an. 
Please read verses: 275-9 from Chapter 2 especially the last one that defines Riba as anything 
above principal in a loan.  
2. For the second question I suggest that you should made some homework in reading relevant 
articles on my website. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Roshaan 
Sent: Friday, June 17, 2011 
Question: Prohibition of Riba 
Hi Sir, 
This is just a general question regarding Riba. Let's say a man has 3 wives and 25 children. They 
are all in a very poor condition. They don't have proper home to live, they don't have proper 
clothes to wear and they don't have proper food to eat. They are in so much trouble and need, 
that if someone doesn't help them out they would die of hunger or thirst. Under these 
circumstances this man is very much tempted to take a loan. However, there is no lender in his 
society who is willing to give him an interest-free loan. So should he go about taking such a loan 
with interest or should he accept his death along with his other relatives?   
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br.  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This question is fabricated in an intelligent way. When this person exists in real life either all 
around him are like him to the extent that no one can help any other, as in famine situations or 
he is among normal persons (regardless of their religion including the man who would give him 
an interest loan) then there will be many who will help him on charity basis. This is one reason 
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why your question is not intelligent, the second reason is: the interest loan provider will not 
give such a person any loan because there is no wealth to guarantee it. Didn’t you hear the 
saying that “lenders give you umbrella when it is shiny but when it is rainy they don’t.” 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----- 
From: Roshaan 
Sent: Friday, June 17, 2011 
See, from here it is really strange: Riba is very close to being trade, then how come so 
extremely sinful? Btw... The example I mentioned earlier was just a dilemma. If a person gets 
into such a situation, does he choose between what is more Haram than the other, and go for 
the less haram? How does Allah judge such situations? 
My Answer: 
Please do not write me anymore. You do not seem a person who seeks knowledge. Allah is 
much wiser than doing what you said. 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Zainab 
Sent: Friday, June 24, 2011 
Location: Kansas, USA 
Question: Ethical issues in the prohibition of Riba 

Al Salam Alaykum wa Rahmatu Allah 
Dear Dr. Kahf I hope this email finds you well. 
I am Zainab Radhi, a Law PhD student at the University of Kansas. Most of my research related 
to Islamic Economic System and Finance. I have had the honor of reading most of your online 
articles with regard to issues of Zakah and Waqf, and I believe you are doing a wonderful job 
that benefits many researchers in the world. I am currently writing an article with regard to the 
"prohibition of Riba", however I am not looking at it from a purely religious view, but a morally 
and ethical one as well. I understand this might not be your area of research but I was 
wondering if you would not mind help me rebuttal some arguments in favor of Internets and 
Riba or maybe refer me to someone whose area of research would be related to that topic. 
Thank you and Best Regards 
Zainab 

My Answer: 
Please look at my paper objectives of the prohibition of Riba and M N Siddiqi the economic 
aspects of the prohibition of Riba. 
Keep in touch; this is an area that is very dear and extremely important to me. I consider Riba a 
violation of basic human rights because it deprives the owner from right of entitlement.  
Prof. Dr. Monzer Kahf 
----------- 
Al Salam Alaykum 
Dear Professor Monzer, I hope this email finds you well. 
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Thank you so much for your reply, I was so happy to hear back from the person I have been 
reading his articles for the last 4 years. I have read your article "Maqasid al Shari’ah" and I have 
two questions which I will be very grateful if your time will allow answering them. 
1) In your article you based your argument on the assumptive that debts are a kind of asset that 
is not able to grow because of its abstract nature. My question is; is this a legal rule or is it 
based on Shari? Rule and if so what is it? Also, how about if I borrow $100 and invest them and 
make them $200 wouldn't the lender be able to say that his loan has in fact "grown" to 200, 
what would be the counter argument here? 
2) I usually am faced with two arguments that I am finding it hard to counter: a) Interests are in 
fact good for the borrowers for the simple reason that it is better for someone facing financial 
difficulties to borrow money and invest it and earn 50% with 50% interest than not to borrow 
any money and make nothing.   b) If the lender does not charge interest , he/she will be harmed 
by freezing his capital for 5 years, for example, with the lender while he could have invest them 
and make profit. This fact discourages any lender from lending his/her money.   
Those arguments are not supposed to be made by the government since governments should 
always work for the best interests of its people, they are put by capitalists private Banks, which 
is the case in all the US banks. 
I highly appreciate your help and support. 
Thank you and best regards 
Zainab  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Zainab 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Your questions require either direct talk or you should attend a course with me. I will comment 
only on the first one, leaving the other two for a phone call. I am now in California and You may 
reach me at ……. 
There is assumption about debt. Its nature is such that it does not increase. Can you imagine a 
debt to increase? How can it increase? It is a matter of realism not any assumption. This is the 
nature of debt in reality. The reason is that debts do not have utility of their own. Debts can 
only be collected but they do not produce utility like cars, cloth, cows or apple. Objects that 
have utility of their own can produce increments (notice increment is value). But objects that 
have no utility of their own (intrinsic utility) do not create value.  
You may like to call me now until 11 am California time or try me at some other time for the 
other 2 questions. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Aibek 
Sent: Wednesday, July 22, 2009 
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Location: Kyrgyz Republic 
Question: : Islamic monetary operations instruments 
Dear Mr. Monzer Kahf, 
Hope you are doing well, and your flight from Bishkek was enjoyable. I also hope that you liked 
our country. As you remember, we had a conversation about Islamic monetary operations 
instruments and you suggested that liquidity absorbing instruments based on Qard-Hasan and 
Al-Wadiah agreements are not advisable to use. I would be very grateful to you if you could 
provide me with more detailed information on why it is not advisable to use these instruments. 
And also I would be very grateful to you if you could provide me with some information about 
Islamic monetary operations instruments that are in standard practice. Thank you in advance. 
Looking forward to hearing from you soon.            
Faithfully yours, 
Aibek 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Aibek 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1) Qard Hassan 
Please notice the concept of Qard Hassan in the Islamic law. It is an act of charity to help a 
person with no financial or material benefit to the lender. It is a loan that is only rewarded by 
Allah. This is because a loan creates a debt. What is a debt? It is an interpersonal relation that is 
an abstract asset to one party and a liability to the other party. A debt cannot grow or create an 
increase because, unlike physical assets, it does not produce any utility. A debt is not like a 
bicycle that produces the service of riding, or a house that produces the service of living in. This 
is why a debt earns no income or return or interest. In other words, there is economic 
justification for interest because it is paid by one party for no utility given to him in exchange.  
The loan in Shari'ah is defined as an act to help others with no element of material or financial 
benefit to the giver. Any benefit is thus interest, even when it is hidden under any other name. 
For example, the Prophet, Peace and Prayers be upon Him, prohibited making a sale and a loan 
together because the price of the sale my hide an interest of a loan, he also prohibited selling at 
an option of two prices (one cash and one deferred) because once a sale is done it creates a 
debt of the cash amount then the difference between the two prices is interest on this debt. 
Qard Hassan therefore cannot be issued with any condition, explicit or implicit, of giving an 
addition to the provider of the Qard, any such giving is prohibited as being plain interest 
regardless of names one may give to it. There is a well-known rule in Shari'ah that is 
acknowledged unanimously as derived from the verses of the Qur'an and the Sayings of the 
Prophet. This rules proclaims: "a loan that brings any benefit (material or financial) it is then a 
Riba". Therefore any promise to give any increase on the Qard Hassan transforms it into a Riba. 
Please notice that Riba may be fixed or variable, paid in advance or after, all these do not 
matter in Riba, what matter is: it is an increment or increase over a debt. 
Because of this clear and strong prohibition of interest under any name or form, the Sukuk 
principles were developed. The basic foundation of Sukuk is that they represent a real asset 
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that is used productively. Sukuk can give fixed return when they represent properties (like 
buildings, an airport, ten aircrafts, a dam, a power plant, etc.) that are rented to the user of the 
property. The Sukuk holder earns a fixed periodical rent. Sukuk may also be issued on variable 
return when they represent a part of a profit generated project (like a partial ownership of a 
company or an airline or farm or any other project).  
2) Wadiah is a concept that fits safety deposits in banks. The bank cannot use it and has to 
leave it as it is in the box that can only be open by two keys together. 
3) Tools of monetary policy in Islamic system. 
Of course you need to notice that these tools are developed as needed and as the 
circumstances may be. For addressing and controlling the amount of credit banks may extend 
we have: changes in the rate of mark up in Murabahah, rent in leasing, maximum profit in 
Mudarabah and Sharikah. We also have changes in reserve and liquidity requirements and 
changes in the margin of seriousness (percentage of the price contributed by the customer in 
any finance transaction) that banks are required to obtain from customers. We also have the 
sectorial or general credit ceilings.   
For changing liquidity we have open market operation that must use Sukuk. Of course this 
requires the issuance of Sukuk of different kinds, so that the central bank can use them in 
buying and selling for managing liquidity. You should realize that you still can manage liquidity 
through other means of monetary policy.    
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
Dear Mr. Monzer Kahf, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thank you indeed for your answer. It is very valuable for us. So Qard Hassan cannot be used as 
monetary operations instrument, but still I have a question concerning Wadiah Yad Dhamanah. 
I studied Malaysian Islamic Monetary Instruments and I found out that in Malaysia they widely 
use Wadiah agreement as a liquidity absorbing instrument. I would be very grateful to you if 
you could give your point of view on this.      
cid:image001.jpg@01CA0A40.559BD0A0 
Faithfully yours,  
Aibek 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Aibek 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1)    Although I know the answer very well, I wanted you to be comfortable with the references. 
Please look at the definition of Wadiah in the first box. Its reference is from Bank Islam 
Malaysia. A wadiah suits safety box concept. But whence the trustee betrays the contract it 
becomes a guarantor of the principal. It is of course inappropriate to establish a system on 



 

15 
 

contract violations! Besides, if we look in Fiqh literature we’ll find the meaning of “it becomes 
guaranteed”, it is it becomes a loan on the trustee and therefore guaranteed. This is in contract 
of when the trustee does not betray the contract (by using the Wadiah) and keep it in a safe 
place only, then the trustee is not responsible because it is Amanah with it. THE RULE IS: IN A 
LOAN (QARD HASSAN) ANY CONTRACTUAL GIVING IS INTEREST AND ANY GIVING THAT HAS THE 
MEANING OF CONTRACTUAL (BECAUSE IT BECOMES USUAL OR CUSTOMARY OR IMPLICITLY 
REQUIRED) IS CONSIDERED CONTRACTUAL.  
Wadi’ah وديعة 
Safe custody. Originally, safe custody is referred to as Wadi’ah yard Amanah, I.e. trustee 
custody, which according to Shari’ah, the trustee custodian has the duty to safeguard the 
property held in trust.  
Wadi’ah yard Amanah changes to Wadi’ah yad dhamanah (guaranteed custody) when the 
trustee custodian violates the conditions to safeguard the property. He (the custodian) then has 
to guarantee the property. 
http://www.bankislam.com.my/Your_Guideline_to_Islamic_Financial_Terminologies.aspx#67 
2)    The quotation below is from ISRA the Shari’ah organ of the central bank of Malaysia. This is 
the concept we applied on saving accounts in our discussion with the colleagues in the NBKR 
because these savings are normally guaranteed. We combined the concept of guarantee and 
Mudarabah so that we give them a share of profit on a smaller balance and we keep a high 
liquidity proportion of the account that is guaranteed.  But please notice in the definition below 
that once you consider this account eligible for profit distribution it cease of being guaranteed. 
This is because you cannot combine giving a return with the guarantee since any such giving is 
tagged INTEREST. 
Wadiah and Mudarabah Current Account  
The Islamic banking institutions have proposed to offer current account based on wadiah yad 
dhamanah, together with Mudarabah. Under these principles, the bank acts as a trustee and 
entrepreneur while the customer acts as a depositor and capital provider respectively. Both 
parties would agree on a ratio of profit-sharing, which must be disclosed and agreed upon by 
both parties at the time of opening the account. The guarantee on the deposit will only be 
given if the account balance does not satisfy the conditions of profit sharing. However, if the 
account balance comply with the conditions of profit sharing, the customers will have to bear 
all the risks of financial losses (no guarantees on deposit), since the contract has now changed 
to Mudarabah. The issue is whether the current account mechanism of combining two types of 
contracts, I.e. wadiah and Mudarabah is permissible in the Shari’ah. 
Resolution 
The Council, in its 5th meeting, held on 30th April 1998 / 3rd Muharram 1419, resolved that 
current account products based on the combination of two contracts, I.e. wadiah and 
Mudarabah is permissible in the Shari’ah. 
Issuer: Shari’ah Advisory Council, Central Bank of Malaysia. 
Source: 
http://www.isra.my/index.php?option=com_content&view=category&layout=blog&id=4&Itemi
d=18&limitstart=24 
3)    Lastly notice below that this Wadiah that is used by the central bank of Malaysia violates 
the above rules of Shari’ah because it is issued with an implicit promise and continuous practice 
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of giving return on them. You cannot give dividends on a guaranteed Wadiah and once you give 
it becomes usual and customary, besides when issued there is an implicit contract that a gift is 
going to be given for it. ONCE OF THESE IDEAS ALONE MAKES IT INTEREST! 
Wadiah Acceptance     
Wadi’ah Acceptance, is a transaction between BNM and the Islamic banking institutions. It 
refers to a mechanism whereby the Islamic banking institutions placed their surplus fund with 
BNM based on the concept of Al- Wadiah. Under this concept, the acceptor of funds is viewed 
as the custodian for the funds and there is no obligation on the part of the custodian to pay any 
return on the account. However, if there is any dividend paid by the custodian, is perceived as 
'Hiba h' (gift). The Wadiah Acceptance facilitates BNM's liquidity management operation as it 
gives flexibility for BNM to declare dividend without having to invest the funds received.  
Under the liquidity management operation, BNM uses the Wadiah Acceptance to absorb excess 
liquidity from the IIMM by accepting overnight money or fixed tenure wadiah. 
Source: http://iimm.bnm.gov.my/index.php?ch=4&pg=4#2 
4)    For the use of NBKR, all you have is a part of a bank that gives Islamic finance, there is no 
problem that requires use of liquidity absorbance mechanisms, and you can only use credit 
limitation methodologies. Once you have many Islamic finance entities and a functional Islamic 
Inter-institutional Money Market (the IIMM in the above quotation) there are tools that can be 
used better than wadiah such as Inter-Islamic banks deposit certificates that can be used for 
overnight and for longer periods and Sukuk and others.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Tariq   
Sent: Thursday, July 28, 2011   
Question: what is the difference between Riba and rent 
Asalamu Alaykum Br. 
Riba is haram in Shari’ah. But I have heard certain people arguing that interest on money is like 
rent on one’s property.  
Their argument is that if rent on any property whether residential / commercial or industrial is 
Halal, how can interest be haram? 
They put this argument in support of both i.e. earning interest on a deposit and paying interest 
on a loan. 
Please guide me on this. 
Wasalam 
Tariq 

My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Tariq 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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This is in fact an ancient question and it has an ancient answer too! 
The important difference is that a car or house produces utility (note that utility is value) of its 
own, money does not. Money is dispensable not durable. Even when you keep it in a vault for a 
period it does not generate utility/value.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------- 
Dear Br. Monzer 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Jazakallah, for answering my previous question and clearing my doubts. 
I have read your opinion regarding Zakah on gold jewelry and I  believe your opinion is that one 
( a lady generally)  need not pay Zakah  not only on  her  day to day jewelry but also if her 
overall jewelry does not exceed what is generally possessed by her peers. That means in most 
cases, all or most of her jewelry will not be subject to Zakah.  I quote a Hadith here and I want 
your opinion on this issue (I.e. Zakah on jewelry) in the light of this Hadith: 
Narrated Umm Salamah, Ummul Mu'minin: I used to wear gold ornaments. I asked: Is that a 
treasure (kanz), Apostle of Allah? He replied: whatever reaches a quantity on which Zakah is 
payable is not a treasure (kanz) when the Zakah is paid. ---Sunan Abu Dawud, Kitab-al-Zakah, 
Hadith No 1559. 
Narrated Abdullah Ibn Abbas: When this verse was revealed: "And those who hoard gold and 
silver," the Muslims were grieved about it. Umar said: I shall dispel your care. He, therefore, 
went and said: Prophet of Allah, your Companions were grieved by this verse. The Apostle of 
Allah (peace be upon him) said: Allah has made Zakah obligatory simply to purify your 
remaining property, and He made inheritances obligatory that they might come to those who 
survive you. Umar then said: Allah is most great. He then said to him: Let me inform you about 
the best a man hoards; it is a virtuous woman who pleases him when he looks at her, obeys him 
when he gives her a command, and guards his interests when he is away from her. 
Wasalam 
Tariq 

My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Tariq 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
There are several Ahadith on this issue some of them exempt jewelry from Zakah some seem to 
impose it on it. the reconciliation between these different and to some people may look as 
contradictory is to notice that most of the Ahadith that imposes Zakah have certain references 
that the quantity of jewelry was big while those that exempt it the quantity was moderate. 
Therefore the reconciliation came as follows: two conditions make it exempt. 1) the quantity 
must not be big relative to her peers; and 2) they must be in actual use not stored as a treasure. 
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By the way you misquoted me when you said in the question that my opinion refers only to one 
of these 2 conditions. They both must be satisfied for exemption. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------- 
Dear Br. Monzer 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Jazakallah. 
I highly appreciate your immediate response to my earlier question. I didn’t misquote you 
deliberately, but maybe I had understood it that way. 
Just I wanted one more clarification on this issue. You said ‘’ and 2) they must be in actual use 
not stored as a treasure.’’ 
Does actual use mean daily use? Because ladies generally use some ornaments on a daily basis 
and some ornaments during certain specific times like some festival or some other special 
occasion?  
Does ‘’storing in treasure’’ mean gold or gold jewelry being held as an investment or all gold/ 
jewelry not in day today use? 
Wasalam 
Tariq  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Tariq 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Actual use does not mean daily use, as you said some jewelry may be normally used daily and 
some others on their pertinent occasions, both are actual use. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

--------------------------------------------------------------------------------------------------------------- 
From: Hashem 
Sent: Monday, September 12, 2011 
Question: Shari’ah Compliance of Islamic finance when financed on Riba 
Salam Dr. Kahf. 
Would you please clarify on thing for me regarding Shari’ah compliance? I have an 
internal struggle and confusion. 
If an Islamic financial institute gives you a loan for a purchase of property but they 
borrowed the money from Fanny Mae or other American financial institutes, would this 
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be acceptable and Shari’ah compliance? And is this what really happen or do I have 
misunderstanding about the issue? 
In other words, where the Islamic financial institutes get their money from? Also, do you 
know of any Islamic institutes which they loan their own money? 
Would you please elaborate on this issue and give me a piece of mind to deal with this 
mental fatigue? 
May Allah reward you. 
Jazaka Allahu Khayran! 
Thanks, 
Hashem 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa 
ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Hashem 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
There are two points in your query: 
1. Is it permissible to deal in a permissible contract with a person/company who deals 
with others in non-permissible manner? Yes it is permissible because it is none of our 
business. We cannot poke our nose in other persons’ businesses. Don’t we buy or rent a 
house from an owner who finances it with Riba and buy bread from a bakery which buys 
its flour on Riba loans? 
2. Do Islamic finance providers in America refinance their products with FM or FM or do 
they use their own resources. All of them do not limit their activities to their own 
resources. There are three kinds of I F providers in America: 1) Islamic finance 
companies which abide by Shari’ah in all their activities, these have made arrangement 
with FM and FM to accept their own Islamic contract in refinancing. This is why these 
providers finance on the basis of declining Ijarah (sometimes they call it partnership). In 
Ijarah they own the property so that they can sell it to FM or Fm. 2) providers which are 
not Islamic at all and they have conventional banking activities but they found Islamic 
finance profitable so they offer it side by side with conventional. The I F contract may be 
quite OK but they don’t care about refinancing according to Shari’ah. 3) companies 
which claim they are Islamic and do not deal with Riba but in fact they use standard loan 
with interest contract in financing homes (and still they claim they are Islamic!) and FM 
and FM accept this of course as they accept from other interest-based companies like 
they accept it from other finance companies. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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-------------------------------------------------------------------------------------------------------------- 
From:  Kaamil 
Sent: Saturday, December 29, 2012 
Location: London, UK   
Question: can Egypt build a socially just economy? 
Dear Dr. Kahf, 
I am a Masters student at the London School of Economics doing some research into 
whether Egypt now has an opportunity to create a more socially just economy, possibly 
based on Islamic principles. I am writing an article for an online journal that will launch 
next term, which would go to students in universities across the country, about political, 
social and economic issues in Islam.  
On top of the research I have done I have a couple of questions and was wondering if 
maybe you, as an expert on Islamic economy, could spare some time to answer them. I 
have included them below and would really appreciate it if you had the time to give 
even a short, simple answer. 
1) Realistically, do you think the Muslim Brotherhood will succeed in their aims to 
'protect' the burden of the poor and create a more socially just economy? 
2) How likely is it that there will be any major change in the way Egypt approaches its 
economic system or strategy? 
Thank you for your time. 
Yours sincerely, 
Kaamil 
My Answer: 
Dear Br. Kaamil 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I think they can in the long run if they can maintain the corruption down. They will make 
mistakes, no doubt. What is needed is to help them reduce these mistakes to a 
minimum. 
Best Regards, 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************* 
Subject: Loans, Tawarruq, discounting, financing of business 

 
From: Riyad  
Sent: Sunday, September 23, 2007  
Question: House financing by loan 

  
 عليكم السالم
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 بحيث المنزل لشراء قروض للشباب تيسر هنا الحكومية المصارف بعض نأ حيث ليبيا في سكني بقرض يتعلق سؤال عندي
 نتكفلها التي المصاريف الَتسد هذه أن صاحبي(َفأفاد)َ المصرف مدير سألت وقد المعروفة بالفوائد مقارنة تذكر ال فائدة يأخذون
06666ََمبلغَ المصرف يقرضنا كاآلتي وهي النسبة معرفة عند اآلن به تشعر المكتبيهَ,,,,َوهذاَما واألوراق المصرف لموظفي

 كما هذا أن وأعيد المرتب من شهريا اقتطاعها يتم سنة عشرون قدره زمن على السداد ويكون دوالر00666َمبلغَ ويسلمنا دوالر
 ّللا وجزاكم قطعا َ محرمة أو يشاء لمن مفتوحة تكون أن يمكن أم فقط للمضطر بذلك نسمح فهل للمقرض خسارة بالحقيقة هو ترى
 خيرا َ

My Answer: 
Dear Br. Riyad 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Any increment in a loan is Riba, small or large. When the increment is not meant to be interest, 
it must be called that (such as cost charge). But to come to substance (let aside the form of a 
loan for increment) I agree with you that for any finance providing institution this difference of 
USD 5000 is very small over a period of 20 years. And that much can hardly cover the 
administrative cost of the loan of $ 55000 and we know for sure that it is used to cover a part of 
the administration cost. It seems to me that you may take it, as an individual who has no other 
choices, although I wouldn't dare call it non-Riba because it is an increment on a loan and 
apparently it is meant to be Riba because Libya does not allow Islamic banks there.  
Best Regards, 
Wassalam 
Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Maksida 
Sent: Thursday, February 28, 2008  
Question: Loan from conventional banks in Europe 
Assalamu Alaykum, 
We live in Europe, can we, please get the answer about credit in bank, there is no Islamic bank 
here, we don`t have a choice. Can we take credit for apartment, car or to start our own 
business. 
Thank you very much. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sister Maksida,  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I can understand the difficulties Muslims who live in small communities in Western countries in 
finance. There are no Islamic finance facilities and there are many needs for finance! In fact 
many Muslim majority countries have also similar difficulties. There are many Muslim majority 
countries that still have no Islamic banks and all Muslim countries do not have sufficient Islamic 
finance facilities and institutions that fulfill the demand for Islamic finance. What is then the 
solution? 
One may argue: let us then apply the rules of necessity or conveniences and relax the 
prohibition. . . Will there be then any serious impetus and urge to establish Islamic banking 
institutions in these countries? It is hard to predict especially that we are dealing with one of 
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the most serious prohibitions in the Qur'an and the Sunnah, Riba. The Qur'an considers it a 
major sin that it invokes a war from God and His Messenger! And the Sunnah considers it one 
of the most grave sins that invoke the Wrath of God, it is even worse than the most ugly kind of 
insist fornication as we are told in an authentic Saying! 
The Islamic Shari'ah Council of Europe and the Second International Fiqh Conference in North 
America, Held in Detroit  in the Fall of 1999 considered the issue of financing housing for 
Muslim families who live in the West. Both argued that: whenever Islamic finance is not 
available Muslim families who need housing must not be left inconvenienced with renting and 
it is rather permissible for them to buy needed housing with conventional financing on interest 
in application of the rule of the "necessity to remove inconvenience that touches a mass of 
people الحاجةَالعامة". On similar ground I argue that interest-based financing to save a business 
from difficulties or for necessary car (that is needed for work or for reaching places necessary to 
reach for family needs [although they exist, these two cases are rare in both America and 
Europe]) is also permissible. 
Outside these necessity-like cases I believe that we Muslims who live in the Western countries 
must strive to create Islamic finance facilities to respond to our religiously compatible demand 
for finance. I don't go along with expanding the exceptions!   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
------------------------------------------------------------------------------------------------------------------------------ 
From: Ayham 
Sent: Sunday, March 16, 2008  
Question: loan for investment 
Assalamu alaykum, 
Dear Mr. Kahf, 
According to my humble understanding, you are the most appropriate brother for this matter. I 
have tried to get in touch with various scholars trying to obtain an answer to a serious question 
regarding bank loans but I, for some reason, did not receive any so far. This may be a classic one 
for you and you might feel that an answer to such question is found in many sites, but I have 
my reasons to believe that it isn't so due to some facts that I would like to share with you...I 
have written my question in Arabic and in English, please take few minutes of your time to 
read. 

 :مشروع إنشاء بغرض البنك من قرض بأخذ قيتعل عنايتكم إلى يحتاج سؤال عندي
 1880عامَ من فيها أقطن اليونانية قبرص سكان أنامن
نشاءَمشروعَعماريَكبيرَإلىَحدَماَعلىَقطعةَأرضَأمتلكها،َأناَمتعهدَبناءَومهندسَعمارةَالَيوجدَمعيَسيولةَألبدأَإ أنوي

 .بمشروعيَالَأملكَأيَشيئَآخرَألبيعهَوأستثمرَثمنه
 .ليسَحالَمجدياَبالمقارنةَمعَالعائدَالماديَالذيَيجنىَمنَخاللَالعملَاإلنشائيَعليهابيعَاألرضَ

 الَيوجدَعندناَبنوكَإسالميةَوالَنوافذَإسالميةَضمنَبنوكَتقليديةَ)ربوية(َنظامَالمرابحةَغيرَمتوفرَعندنا
 .المائةَولكنَهذاَرباب0َبالنسبةَللبنوكَالربويةَوالتيَتعدَالمصدرَالعمليَوالمنطقيَالوحيدَتأخذَفقطَ

بالمائةَوالذيَيعتبرَإجحافاَفيَحقي06ََإنَوجدَشخصَممولَراغبَفيَاستثمارَأموالهَفإنَحصتهَمنَالربحَقدَتصلَإلىَ

  .وخياراَغيرَسليمَإذاَماَقورنَبالبنوكَناهيكَعنَالمضايقاتَالتيَيمكنَأنَتنتجَعنَهكذاَشريك
  .مَترونَليَحالَآخرهلَليَأنَآخذَقرضاَمنَالبنوكَالربويةَأمَأنك
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نطالقاَمنَاهتماميَبأمرَالحاللَوالحرامَفإنيَأتطلعَإلىَرأيكمَفيماَانطالقاَمنَمغتربَفيَبالدَالَيتواجدَفيهاَبنوكَاسالميةَوا

 .وردَأعالهَوأتمنىَالحصولَعلىَحلَعمليَيمكننيَمنَبدءَمشروعي
 .هذاَالبلدَفماَالعملَبرأيكمهذهَالحالَتنطبقَعلىَالكثيرَمنَالمسلمينَالقاطنينَفيََ،لعلمكم

َجزاكمَّللاَعناَوعنَالمسلمينَكلَخير

I have a rather important issue that has to do with my career as well as my business and it does 
involve some Muslims in the west specifically in Cyprus as it applies to friends and colleagues 
alike. 
-I live and work in Cyprus since 1985. 
-I intend to develop a piece of land that I have. 
-I am a building contractor and an architect. 
-on the other hand... 
-I have no money to start my project. 
-I do not have anything else other than this specific land (to sell and use money to invest). 
-there are no Islamic banks in this country. 
-I am in need of cash to begin my project but... 
-banks (which happen to be the only logical and reasonable source of financial support) in this 
part of the world take interest (fa'edah) which is prohibited. 
-the system of "Murabahah" is not available around here. 
-if an investor, other than banks, is found who may be willing to invest money and become a 
partner, he or she will demand a very big share of the prophet that may reach 50% which is not 
a fair cut nor a wise decision from my side (if compared to banks). 
What is possible to do in my case and how is it possible for me to develop myself if such 
constraints exist. Please advise as soon as possible as I find it very irritating to skip banks and 
search for other solutions and insist on saying that Islam is based on ease! 
Please forgive my words if I sounded aggressive in anyway. 
God bless you and thank you for your concern and cooperation. I have read this fatwa and I 
have my concerns about it and about a specific matter, could you comment on it please: 
Obviously, any ruling is subject to an exception, in case of necessity; that is when life, religion, 
mind, posterity and property are threatened by destruction or heavy damage. In this case a 
ruling is relaxed to protect any of these things.  
Applying the rule of necessity here, we can notice that there is no necessity in taking Riba or 
writing or being a witness to its contract. In other words, a necessity, if it happens, applies only 
to giving or paying Riba.  
To claim that it is necessary to take interest-based loans from banks cannot be justified by real 
life. What supports this argument is also the fact that many people survive without taking 
interest-based loans or getting involved in usurious deals. In fact, banks do not give loans to 
those who desperately need money for their survival or for the protection of any of the five 
things mentioned above. As it is usually said, banks give you the umbrella only on clear days but 
when it is rainy, banks tend to withdraw their umbrellas.  
Having the need of selling the land as a second option does count as "destruction" in my 
opinion because I’ll be throwing away "ne3ma" that god almighty have granted me. This is due 
to the drastic difference in benefit if the case of selling my land (on the one hand) is compared 
to developing it (on the other). 
-for me, it's not possible to decide whether or not this is considered destruction or otherwise. 
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-I need this loan to proceed with my career 
-not many options are available 
-sometimes, when I discuss the matter of construction with people of the island who have no 
idea about what is Riba of what is halal and haram, I get the same opinion "it's them saying that 
the bank is the best source !!" It’s a bit confusing. 
Thank you sir for your time, and may Allah reward you for your concern. Salam & god bless you. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ayham  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It is so kind of you to write me and I am glad to get to know you through this email and may be 
in the future we shall meet together somewhere in the small world. 
I fully agree with the Fatwa that you included at the bottom of your query, in fact most likely it 
is mine from Islamonline! I always distinguish between starting a project and keeping it alive. To 
start a project you are dealing with a new venture that (no matter how much you are convinced 
of your feasibility study and its expected success) may succeed or fail. No one can be sure in 
advance! When you deal with an existing business that is threatened by bankruptcy because of 
liquidity shortage we are face here with a necessity situation.  
It is our (in-a-sense) unfortunate luck, Muslims who live in the West that we are always faced 
with this kind of difficulty: the lack of reasonable level of Shari'ah-compatible facilities. But also 
many Muslims in the Muslim majority countries face similar shortage of such facilities, 
especially in the finance sector. But on the other hand, in most cases it is our choice that we 
find living where we are is more rewarding to us on more than one ground! 
The bottom line of my opinion is: I fully understand this dilemma, I came across it many times, 
and my solution is always: PLEASE FIND YOURSELF ANOTHER METHODOLOGY THAT IS NOT 
INTEREST-BASED. That is always my answer when you want to begin a business or a project. I 
find no necessity in it and I find us (Muslim minorities) all, collectively guilty because we failed 
until now in creating financial facilities that respond to such situations. I wouldn't accept to 
consider it a necessity that warrants relaxing such extremely strict and strong prohibition like 
Riba. Remember that for it Allah threatens a war from Allah and His Messenger and the 
Prophet, pbuh, considers it worse than fornication with one's own mother!   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Rehan 
Sent: Monday, May 12, 2008  
Question: Halal business and funding 
Dear Dr. Kahf, 
As Salam Alaikum 
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The e-mail below is your response to my email received almost 2 years ago on the subject of 
halal business and funding.  
Although our plans got delayed somewhat we are now at a point where we want to seriously 
pursue the acquisition of a medical billing company in the US and have identified private equity 
investors that we want to present our business plan to over the next couple of weeks.  
We are finalizing the business plan and have run into a situation where your advice would be of 
great help. We are keen to keep away from any interest-based funding for the acquisition. 
Although we are confident we should, InShaAllah, be able to get private equity funding for the 
long-term capital requirements, one problem we anticipate is the reluctance of investors to 
fund working capital, and they may either offer to advance that amount to us as a bridge loan 
on interest or they may advise us to approach banks for the working capital requirements. It 
might become very difficult to explain the Islamic theory of Riba to these investors, as they 
would be accustomed to dealing with interest on a regular basis.  
May I request your advice on a couple of issues? 

1. Per the business plan I will have an ownership stake in the company in the US that will conduct 

the business. Since my US partner (or the investors) would not mind taking such interest-based 

loans and if taking a working capital loan becomes imperative in their view, is there any way to 

structure the ownership of the company such that I do not remain responsible (from a Shari’ah 

perspective) for the interest-based loan taken by the company? OR, 

2. Could you suggest any way in which we may be able to get the investors to provide funding for 

the working capital without bringing in the Shari’ah angle (so as not to create any bias in the 

investors' minds)? 

Your advice would be much appreciated. Wassalam. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rehan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I don't see any way in which a company a Muslim  like yourself, or I is a part of its establishment 
can take, within the limits of Shari'ah, any interest-based loan from banks or from other 
persons, partners included. The only way that I can imagine it permissible is if outside the 
company a person borrowed on interest and then offered this money as her/his principal in the 
company being established, we do not reject such money. Besides, In India there are no Islamic 
banks that you may approach to give you a Murabahah line of credit to finance working capital. 
Banks in the Gulf finance working capital on the basis of Murabahah line of credit, this is 
Shari'ah compliant, and the same can be arranged with an individual too. It is formulated in a 
way that may look similar to interest line of credit but it is not interest. You agree with a 
financier, on allowing you finance up to a certain ceiling on Murabahah basis. And by virtue of a 
Wakalah he gives you can buy goods and services (that you need) for him and he pays for them 
(on your notification) and then buy them from him on mark up for a period that is consistent 
with your excepted inflow of funds, this arrangement can continue until you build up your own 
working capital equity. This arrangement can be done with a partner providing this Murabahah 
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line of credit instead of a bridge loan. You can make the arrangement without calling it 
Murabahah as long as it is in conformity with this concept in all its details. 
Finally, I don't see a possibility of having a partner/investor with you and him being an insider 
can be not aware of the fact that you want to avoid any interest-based transaction, if this 
knowledge would turn him away, I expect it is going to happen under any Shari'ah -compliant 
arrangement!  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf  
---------- 
From: Rehan  
Sent: Tuesday, June 20, 2008  
Assalamu alaykum Dr. Kahf, 
I am taking the liberty of writing you directly on a subject that I need some clarity on.  I am an 
Indian Muslim and I run an offshore Medical Transcription company (offering a service to 
doctors in the US transcribing their dictation on patients they see/treat/operate on.) 
My first question relates to a business I would like to start. There is an opportunity now to offer 
services apart from transcription to healthcare providers in the USA like clinics and hospitals in 
the form of Medical Billing services. I am sure you are aware of this business however I will 
explain it a little here for the sake of clarity - Since most people are covered under some form 
of health insurance in the US, doctors most often have to collect their reimbursements for 
services rendered from the health insurance companies that cover their patients. The 
healthcare providers have to follow some procedures like filing claims (bills for services 
performed) with the health insurance companies and then have to follow up with these 
companies until they get paid. Such services can be outsourced to companies that do this for a 
percentage of the collections and they are called Medical Billing companies. I am now 
interested in setting up an offshore Medical Billing business in India. My question is – would this 
be a halal business to do since we would be collecting funds from the health insurance 
companies on behalf of the doctors?  
My second question relates to the funding of this business. I have a partner (Indian Muslim) in 
the USA, and he has suggested that we buy a US Medical Billing company so that we can get a 
ready platform from which to start. He says that the usual way to do such acquisitions is by 
investing only a small part of the purchase price, with the rest being funded by seller financing 
(where a seller agrees to accept a majority of the value of the company in deferred payments 
over 1-2 years) and the rest by bank loans to cover the reminder. The bank loan will obviously 
carry interest but my partner says that is the normal way to do these acquisitions in the USA. 
Can this loan from the bank for the purpose of buying the business be considered halal? 
Wassalam, 
My Answer 
Bismi Allah al Rahman al Rahim 
Al Hamdu li Allah Rabb al 'Alamin wa al Salatu wa al Salamu 'ala Sayyidina Muhammad wa Ala 
Alihi wa Ashabihi Ajma'in  
Dear Br. Rehan 
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Al Salamu Alaykum Wa Rahmatullahi Wa Barakatuh  
1. Taking fees for your services that you mentioned from funds collected from insurance 
companies for services of health care providers is Halal, no doubt about it. Billing insurance 
companies and collecting funds from them by health care provider’s amount to accepting the 
Hawalah of patients on these companies. This has nothing to do with the insurance contracts 
between patients and companies at all. It is permissible to accept Hawalah and collect it. And 
obviously your share for your services is also permissible. This is so even according to the view 
that defies insurance! Besides I argue that insurance in permissible with a few conditions that 
are fulfilled in health insurance. This is the view of great scholars lead by the late Sheikh 
Mustafa al Zarka; it is also the opinion of the late Maududi. 
2. Seller financing may be formulated according to Shari'ah but definitely, an interest-based 
loan to acquire a business is not permissible and interest is one of the gravest sins as known in 
Shari'ah. 
Wa Allahu A'lam 
Wa Alhamdu li Allah Rabb al 'Alamin 
Wassalam 
Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Sanusi   
Sent: Monday, October 20, 2008  
Question: Depending on banks in business activities 
Ask Sheikh,  
I came across your fatwas. I have a few questions to ask you regarding my position with Riba 
based financing. We have a family business which has been around for 30 years or so....In the 
past around the 70's we did not have any Islamic banks yet. As a result all our activities were 
conducted with conventional banks. So my question is...is a Riba based loan contract is the 
money being loaned classed as haram money? Or is it just the money which is out of the Riba 
itself which is haram? Please help me clarify this? And what would be the position of our 
business profits? 
Secondly, there’s a JV deal to purchase buy and sell land. After profiting from the deal we found 
out that the deal was not permissible because it had contingent clause that came with the sale? 
Is it ok to proceed taking the profit as we only knew at the end of the deal that it was not halal? 
And if not whatever money owed to other stakeholders do we have to pay it out of a new halal 
origin or can be distributed from those funds on the deal itself? 
Thank you for your help.  
Wassalam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sanusi 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
An interest based loan does not transfer the ownership of the borrowed money and if it alone 
generate any further return then its return is not permissible too. 
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But when you borrow on interest for a business any profit generated does not came from the 
borrowed money alone but from management too and it is always assumptive, arbitrary and 
difficult to distribute the return between management and capital. This only leaves making 
donations to charity as much as you can as the only means to purify the existing business 
assets. 
For the second question, I need to know: what is the thing that made you feel that the contract 
is non-permissible? If a violation of contract rules is substantial to a contract the whole contract 
may be null and void. This leaves properties' ownership the exact way as it was before this 
contract. 
On the other hand if the violation is not substantial there may be room to correct it by certain 
action especially removing the non-permissible clause and its outcome from the relationship. If 
you give exact details I may be able to help tell how to go from where you are now on this 
matter.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Hajara   

Sent: Tuesday, February 10, 2009 

Location: Africa    

Question: Setting price conditional on period of payment 

Salaam alaykum Professor Kahf, 

I saw the question below and wanted your opinion. What kind of contract is this? 

The query is, Mr. Z needs say Rs 500,000 as short term finance (say 6 months), for buying 

certain assets for business and offers Mr. X, 10% of Mr. Z,'s sales (not profit) during the 6 

months, as benefit. If there are no sales during this period, Mr. X will only get his 500,000 back. 

If there are any sales, he will get 10% on the sale value as his incentive plus the 500,000 he 

financed. Is this Halal? If not, what makes it Haram? 

Hajara  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Hajara 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The answer to this question should be known to you Sr. Hajara, is it not a loan (capital 
guaranteed) that generates a benefit? Any material benefit from a loan is Riba. From another 
angle, you can earn if you own a thing that creates increment, does the lender own an asset 
that creates increment? This transaction, as described, is a loan with interest that is not 
determined in advance and rather left to chance and unknown circumstance? It adds an 
element of gambling (as the increment may or may not happen) to the interest basis of it!  
Wa Allahu A'alam 
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Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Arthur   

Sent: Monday, March 02, 2009   

Question: Interest paid from the bank 

Brother Monzer Kahf, 

I found your name and read about you on islamonline.net.  I understand that you have an 

upcoming session but I cannot ask my question due to the fact that I will be in work at the time 

of the session.  I would greatly appreciate it if you would answer my question and guide me to 

the correct and straight path that Allah has revealed to us.  The question regards using interest 

money accumulated in bank accounts being used to pay income taxes and other taxes.  Is it 

permissible to use the money in this way?  Or should the interest money be distributed in some 

other way?  Your help is would be greatly appreciated.  Jazakallah khair for you time in helping 

me. 

Arthur  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Arthur 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Interest money does not belong to any Muslim to whom it accrues. Giving it to charity is only 
because we need to keep our money pure from being mingled with this spiritually dirty money. 
This is why (when you give it as charity) it is not considered Sadaqa and cannot be given away 
as Zakah because Sadaqah and Zakah can only be from things you own and things that are pure 
“Allah does not accept but the Pure” as we are told by our beloved Prophet, pbuh. Of course by 
giving it to Muslim charity you are rewarded for your effort of keeping your own property clean 
and pure. Please notice that in principle such money should be returned to its owner (the payer 
who gave it to you) but since the payer is a practitioner of Riba it is practically wrong to give it 
back to the payer and it is also wrong to keep it! This is where giving to Muslim charity came! 
By the same token because it is not yours you cannot use it to dispose of your duties. A tax (just 
or otherwise) is a personal duty on you and you are required to pay it while interest money is 
not yours at all and you must not use it in any way that disposes of your own duties. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 
From: Emal  

Sent: Thursday, March 19, 2009     

Question: Interest loan for business 
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Salam Alaykum! 

I've got a question according to the subject: bank-credit (with Riba) 

I've heard that under certain conditions it is allowed (halal) to take a bank-credit for example to 

buy a house and I wanted to ask, if it’s also allowed to take a credit when I want to open a 

bakery (bread-store). I asked my family and my friends if they would give me money to open a 

bakery store, but nobody has that much money to support me. another reason is that I don’t 

have a safe job and I wanted to go into business for oneself. 

So I want to know if its halal in this case to take a credit from the bank? because I don’t have 

any other choice to get to so much money 

Hope you can help me and may Allah bless you 

Thanks a lot  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Emal  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
What is Halal is Halal and will remain so until the Day of Judgment and what is Haram is Haram. 
No one can make a change in the rules because they come from the Qur'an and the authentic 
Sunnah. 
Of course there are circumstances and situations where something may become tolerable 
under conditions of necessity or quasi necessities. It may be sometimes necessary for families 
living in the Western countries to buy a house and they may not find any Islamic finance 
facilities. For such circumstances we may tolerate a Haram for the necessity. The case of 
making a new business does not fall under necessity but the case of saving a business that is 
under stress may be. The difference is apparent. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 

From: Ali   

Sent: Friday, April 17, 2009  

Location: Pakistan    

Question: Profit disbursed by National Savings 

Dear Dr. Monzer, 

Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 

Following is a financial question about profits of governmental organization   

In our country, there is a governmental organization National Savings, they give profit per 

100,000 basis. Please tell us, is this profit Halal or it's an interest, which is Haram in our religion, 

and it must be avoided. In addition, what is the main difference between Islamic banking and 
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traditional banking, and Islamic banking is Halal! Also Is prize on prize Bond of different 

amounts Halal? 

www.savings.gov.pk is the web site of this institute abt prize bond on same web site thanks for 

helping 

Jazakum Allahu Khairan for your constant help 

Yours, 

Ali 

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ali 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Islamic banks finance on the basis of sale, lease or sharing contracts. All this is permissible. 
Conventional banks finance on the basis of loans and interest. This is not permissible in 
Shari’ah. 
I can’t tell you about the National saving scheme unless you give me full description of its 
contract.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Muhammad   

Sent: Friday, April 17, 2009  

Location: United States 

Question: Return on 401K account, and permissibility of insurance 

Dear Dr. Monzer, 

Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 

Following is a financial question about a student loans and insurance accounts   

I live with my family in the USA. My wife and I are currently repaying our student loans which 

are of course interest based loans. I have a 401k account and my initial thought was to 

contribute to my account for a while and benefit from the dollar for dollar matching by my 

company and the returns on the account. My plan was to withdraw the money from the 

account to repay my debt once I have sufficient money (I am aware of the 35% penalty to 

withdraw 401k money). My logic was since I am not sure how Shari’ah compliant is my 401k 

investment, I can use the money to repay a loan that bears interest and thus I am not going to 

live off this money but rather use it to get rid of debt. My wife is in a similar situation as she has 

student loans and owns a life insurance account that pays her dividends at the end of each 

year. Her parents purchased the account when she was a child and after she converted to Islam 

a while back we started thinking of taking the money out of this account. Our logic of how to 

use the insurance money is similar to what I have mentioned about the 401K as we are thinking 
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to use the money in the insurance account (plus dividends) to repay our loans. My question is: 

since the investment returns from the 401k and insurance accounts are not Shari’ah compliant, 

can we still use them to repay our student loans OR should we withdraw our money from the 

accounts, only keep the principal and donate the returns on the accounts? 

Jazakum Allahu Khairan for your constant help 

Yours, 

Muhammad  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Muhammad, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I GOT MIXED UP ON WHAT YOU WANT TO EXACTLY ASK! Here are a few points of relevance: 
1. Whenever one happens to fall in the vice of interest contract one has to exit of it as soon as 
possible. Accordingly, try to pay as fast as you can these student loans and put in that direction 
as much as you can of your resources/income.  
2. It is permissible to subscribe to 401K to benefit from the employer matching contribution. 
Investment of these funds is normally mixed of permissible and non-permissible. You should 
make your best effort reasonably to acquire info on the percentage of permissibility and keep 
that part in addition to your principal and the matching contributions, the part of income 
determined not permissible should be given to Muslim charity. It cannot be used to pay interest 
due on you or any other charges, permissible in Shari’ah or not, as long as they are with the law 
of the land and you have no legal way to escape them. The reason: this non-permissible 
income, including interest, is not yours and cannot be used to dispose your obligations. 
3. You can borrow on the 401K, the system requires you to pay interest on this borrowing, but 
in fact this interest is credited to your own account.  It is not considered interest from Shari’ah 
point of view. Hence, it is permissible to borrow from your 401K account even if you have to 
pay this interest. 
4. Life insurance is permissible. Dividends derived from it are most-likely interest based. If so at 
least the part that is interest cannot be used to pay your own loan or its interest as explained 
above. The part of dividends that is not interest or similar Haram can be used to pay the loan. 
Since this insurance is paid for by other persons, your wife can use the principal to pay her 
and/or your loans if she is permissible to withdraw the principal according to contract.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Amina  

Sent: Monday, April 27, 2009  

Question: Car financing from conventional banks  

Assalamu alaikum, 
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I have a question which I need clarification on. 

If one lives in a society where there are no Islamic Banks for one to access a facility( auto 

finance or mortgage) but there are fund managers that deal purely on Islamic products and you 

approach the fund managers for auto financing, which you thought you would be granted with 

the facility. 

The issue is that you committed yourself, borrowed money from someone and paid almost half 

the price of the car to the car dealer so that he would not sell the car to another person hoping 

that when your access the facility from the fund managers you will pay back the money you 

borrowed. But unfortunately, you were not granted the facility, the money you borrowed is 

stuck with the car dealer which he said he cannot refund but you can purchase the car and you 

are unable to pay back the money you borrowed.  Can you go to a conventional bank and 

obtain a loan to pay back the money you borrowed? Please note that the car is a necessity 

because I do not have a car. I need to go to work, take my kids to school, etc. 

Thank you  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr.  Amina 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
In this special case if you could not find another Shari’ah compliant finance or personal and 
family loans it is permissible to get finance on conventional basis if it proved to be the only way 
to save your honor in paying the loan and your money deposited with the car dealer and you’re 
getting a car. 
BTW, many thanks for sending the Central Bank document by the other email. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From:  Muhammad 
Question: Running business on banks’ funding 
Assalamu `alaykum wa rahmatullah wa Barakatuh 
Dear Dr. Monzer, 
May Allah increase your knowledge; please, help us answering this question. 
My father has three businesses in Dubai. In running those businesses he took the support of 
banks...later proper feedback was not put into business as funds were used in different 
purposes, resulting in losses and debts. Now we realized that running business through banks’ 
support was a mistake and we are worried how to face our debts. Please enlighten this issue in 
the light of Islam as I don't know whether it is lawful to take support of banks to grow in 
business? 
Muhammad 
My Answer: 
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Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Muhammad 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
First, Dubai has several Islamic banks and there is no reason or justification to take conventional 
bank loans whatsoever. Any interest-based loan in Dubai is Haram. In fact it is also Haram in all 
other places but I said Dubai because in Western countries there may be sometimes necessities 
or quasi-necessities that call for relaxation of the prohibition or tolerating exceptions of the 
rule. 
Second, debt if not interest based is not Haram of course and it is permissible for any business 
to incur debts and give on credit to customers. Businesses always choose an appropriate 
balance between equity and debts depending on many factors. This is of course left to 
experience and circumstances; Shari’ah does not set any level to either.  
Finally, it is not permissible to take interest-based finance from any bank to grow a business but 
it is permissible to take financing from an Islamic bank for the same purpose. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 
From: Ali 
Sent: Tuesday, July 06, 2010 
Location: Kenya 
Question: Invoice factoring 
ASALAM ALEIKUM, 
We are doing business in Kenya, we would like to know what is the islamic point of view  on 
INVOICE FACTORING,  is it halal as the conventional companies or banks do it? Or if this is not 
Halal can it be made Shari’ah compliant and how? 
ALI. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ali 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Invoice factoring is pure Riba. 
You can make it as Murabahah, and it will be Shari’ah compliant. 
The way to do it is to begin from buying the goods (that otherwise are the subject of the 
invoice) from the seller on request of the buyer and with a promise that the latter will buy them 
from you on deferred payment and higher price. This way you pay cash to seller and wait for 
the number of month of financing.  
Many people think wrongly that Shari’ah prohibits financing (as a profitable transaction) itself. 
In fact Shari’ah allows financing when it is based on ownership (notice you own the goods) and 
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prohibits any increment in a debt (in factoring you buy the debt for a smaller sum than its face 
value).  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------ 
From: Rifai 
Sent: Friday, August 06, 2010 
Question: Personal Loan from an Islamic bank 
Assalamu Alaykum Dr Kahf, 
Currently Dubai Islamic Bank has introduced personal loan similar to HSBC Amana. With my 
limited knowledge I don't see major differences. I understand HSBC Amana is a Tawarruq 
method. 
This is how DIB works 
Can I borrow money with the type of transaction mentioned in DIB website? 
Barakalla Feeq 
Jazakallah 
Rifai 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rifai 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is Tawarruq too, it is the same using Salam instead of Bay. Just putting the contract of 
deferred sale first and the other up front. It is not permissible in Shari’ah. The criteria for 
permissibility is when the commodity is intended (not by checking the hearts of people but by 
the structure of the transaction itself) for itself by a user of that commodity.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Aquib  
Sent: Saturday, August 07, 2010 
Location: New Delhi, India 
Question: Discounting bills of  export 
As salam-o-Alaykum  
Dear Dr. Monzer Kahf 
Here, I am Aquib Khan of Shahid Group of Industries, New Delhi, India, as executive Accountant 
and Finance Officer. I have joined this firm a week earlier after completing my Post Graduate 
Diploma in Islamic Banking and Finance from Aligarh Muslim University, Aligarh, India. 
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As I have in the field of Islamic finance, the Director of the company Mr. Abdullah wants me to 
Search the avenues to raise the funds (about 10 crores) for the expansion of his retail business 
I.e. store99 in Shari’ah compliant manner. 
The problem is that the FDI is not allowed in Retails in India, so please direct me on these two 
questions mentioned below: 
1.       As one of the segment of the Industry in Export. So, on this part my Question is that can 
we discount the bills of export to raise the fund for our business? Guide me in the light of 
Shari’ah regulations. 
2.       My 2nd question is that in our store/retail business most of the high profile people SWAP 
their Credit Cards for the payments. In this regards, can we discount this Credit Cards collection 
to raise immediate funds? 
Waiting Eagerly for your Reply. 
We the students of Aligarh Muslim University had met you in the International Conference on 
Islamic Finance, Organized at Islamic Cultural Center, and Lodhi Road New Delhi on 3rd and 4th 
Feb, 2010.  
Plz kindly reply on the provided mail addresses. 
Zakallah. 
Aquib 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Aquib 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1)     Discounting bills of export is not compliant with Shari’ah; it is in fact pure interest that is 
prohibited in the Qur’an and the Sunnah. It is a present value against a face value of the debt 
that has future maturity and higher amount. This is exactly the definition of Riba. you should 
notice that while Shari’ah does not allow any difference in debt because of maturity (I.e., no 
time value of debt that is usually called time value of money), it does recognize time value of 
commodities meaning that a commodity may be sold at a higher price (than the cash price) if 
payment is deferred. This leads us to:  
2)     You can reformulate the same in such a way that makes it permissible Murabahah. Sell 
cash to the factoring company and it sells on credit to your importers. 
3)     I don’t understand the question about credit card. The way I know it is: when a customer 
pays by his credit card the seller gets its money immediately or upon depositing the slips in his 
account. It is a max three days.  What do you mean by “discounting credit card collection”? 
However, if a sale is done and the credit card swapping means giving a grace period to 
customer to pay, discounting this debt is also not Shari’ah compliant. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Azam 
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Sent: Wednesday, August 19, 2009 
Location:  
Question: Loan with interest 
Dear Prof. Dr. Monzer Kahf, 
Assalamu Alaikum Sheikh, 
One of my friends here in Sri Lanka wants to apply for the Student Visa to the UK. He has to pay 
GBP £ 2000/= to a College in the UK in order to get the offer letter. In Sri Lankan Currency, this 
costs around Rs.400,000/. Since he is from a middle class family, he is not in a position to pay 
that amount immediately. Therefore another person has agreed to pay that amount on behalf 
of him, but he (my friend) should repay that amount with an additional sum of Rs.50,000/. In 
other words, the person sponsoring is giving Rs.400,000/ & getting back Rs.450,000/. 
I think this additional sum of Rs.50,000/ is a pure interest. What do you think about 
this……….???? 
May Allah bless you……… 
Best Regards, 
Azam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Azam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This transaction is pure interest. It is forbidden to have any increment in such a loan. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Islam  
Sent: Sunday, December 19, 2010 
Location: KSA 
Question: Offering cash from an Islamic Bank 

...السالم عليكم ورحمة هللا وبركاته  
 الفاضل الدكتور / منذر ،،،

 تحية طيبة و بعد ،،،
أرجو من سيادتكم التفضل بموافاتي عن مدى مطابقة هذا القرض للشريعة  , وهل آخذه أم ال, وإذا كان هنالك أي توضيحات 

  رجو إفادتي بها.أخرى حول هذا القرض أ
 وجزاكم هللا كل خير عني

 إسالم 
يتم إيفاؤه خالل مدة العقد المتبقية  اإسالمي اهناك اتفاقية بين الشركة التي أعمل بها وبين بنك الرياض إلقراض الموظفين قرض

.ةشهر توفيه شهرياً خالل هذه المد 10شهر تأخذ مقدار ثلث راتبك لمدة  10يعني إذا كان باقي من عقد   
:طريقة اإلقراض  

هنالك اتفاقية بين بنك الرياض وشركة البابطين للمكيفات بحيث أنه كل يوم سبت من كل أسبوع يتملك بنك الرياض  1. 

لاير سعودي بسعر إفرادي للمكيف حسب السوق في ذلك الوقت, وتبقى هذه المكيفات في  266,666,666مكيفات شباك بقيمة 
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سبيل األمانة أو اإليداع في هذه المستودعات مقابل أجور متفق عليها بين البنك وشركة  مستودعات شركة البابطين على

عصراً يتم إرجاع ما تبقى من المكيفات لشركة البابطين, وفي يوم السبت الذي يليه  2البابطين, وفي يوم األربعاء بعد الساعة 

 .يكون هنالك اتفاقية جديدة
يفات التي تملكها بموجب فاتورة مبيعات بطريقة دفع آجل ويكون السداد كل شهر دفعة بنك الرياض يبيعني عدد من المك 2. 

% لكل سنة باإلضافة إلى رسوم إدارية, وهذا األمر ال  2,0معينة حسب القرض الذي تأخذه بحيث يضاف على قيمة القرض 

 .لتقسيط وقيمة القسطيذكر بالعقد وإنما يذكر القيمة الكلية للسلعة مضاف إليها كل الزيادات ومدة ا
 :بعد تملكي للمكيفات بطريقة دفع آجل أكون أمام خيارين 3. 

.   الذهاب إلى شركة البابطين وأخذ هذه المكيفات وبيعها بالسوق وأخذ ثمنها بالعاجل. أ  
عن طريق بنك لاير وإيداع ثمنها بحسابي  1066. توكيل شركة البابطين ببيع هذه المكيفات عني مقابل رسوم أو سمسرة  ب

الرياض, )عملية البيع تتم خالل ساعات وعندما تشعر شركة البابطين بنك الرياض بأن المكيفات تم بيعها يقوم البنك بإيداع 
 مبلغها بحسابي(.

 .علماً بأنه في حالة الوفاة فإن البنك يسامح المقترض من الوفاء 4. 
ن أو صيغة استالم المواد.في المرفقات صيغة العقد وصيغة التوكيل لشركة البابطي   

My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Islam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Whenever a person wants cash and make any arrangement with a bank to get the cash against 
(in the final step) a debt of a larger sum, it is Tawarruq Munazzam. This is the Tawarruq that is 
exactly Haram as declared by the OIC Fiqh Academy in its famous decision in 2009.  
The point is Shari’ah prohibits Riba and Riba is a smaller amount of cash or debt now for a 
larger sum of debt tomorrow. 
This means that any attempt explicit, implicit or usual and customary, to arrange cash for a debt 
of a larger sum is out of the limits of Islamic finance. Islamic finance provides goods and 
services for a deferred price (that is larger than the cash price and the difference is obvious 
because goods have different prices through time but cash or debt does not), it also provides 
cash in partnership (Mudarabah or Musharakah) to produce goods and services and sell them 
hoping to gain a profit. Islamic finance does not provide cash except in partnerships. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

**************************************** 
Subject: Buying properties on interest loans 

 
From: Samy, Islam on lone  
Sent: Tuesday, January 08, 2008 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Buying Lands and Houses by Bank Loans 
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Salaam... Is buying lands and houses, by bank loans which include interest, considered halal in 
all cases? (Like someone well off but wishing to expand his fortune for later generations)..And if 
not, would inheriting be haram as well? Barak Allah feekom. 
Jazakum Allahu Khairan for your constant help. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Abdu 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Taking an interest loan for any purpose is Haram. Interest, as defined being an increment in a 
loan, is forbidden in the Qur'an and it is one of the gravest sins that invoke the Wrath of Allah. 
This applies not only to taking interest but also to its give, writer and contract witnesses as our 
beloved Prophet said (e very authentic saying reported by both Bukhari and Muslim. Of course, 
there may be circumstances of necessity or it’s like, where taking an interest loan may be 
justified, such as the residence house that is needed by a Muslim family where there is no 
Islamic financing available. It is obvious that there is no necessity to expand one's wealth! If one 
inherited a property that is ridden with an interest loan, one would be required to rid it from 
the Haram as soon as one can, otherwise one would be sharing in the Haram activity. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------- --------------------- -------------------------------------------------- 
From: Nabil  
Sent: Thursday, January 10, 2008  
Question: Financing a Taxi License 
Dear Dr. Monzer Kahf, 
I had a question from a friend, and I'm trying to help him finding an answer; we use to have an 
Imam at the main Mosque of the city (Ottawa, Canada) who is knowledgeable in both religion 
and the context of the Western countries, but he is no longer with us, and the people in charge 
of the Mosque are still looking for a replacement. Anyways, this is to say that since I couldn't 
find anyone who could answer the question, I went onto the Internet and I found your site, and 
actually I think that you have the right background and expertise for answering the question, 
may Allah reward you for your time. The brother in question is a taxi driver, and he is renting 
the taxi for a certain amount of money per month. He wants to buy the Taxi license that costs 
around $140 k right now, of course he cannot afford it and he has to take a loan from the bank 
that will cost him monthly similar or less than the rent he is paying right now. In the city of 
Quebec where he lives, there is no Islamic financing institution, I contacted a brother working in 
an Islamic institution here in Ottawa, but he told me that they are new and they don't have yet 
the permit to operate in the province of Quebec (It’s like another state).  My friend and his wife 
tried to contact some from Montreal but with no luck (unfortunately, our Islamic financing 
institutions are still lacking a little bit of professionalism, you ask them for something you have 
to wait and wait, and you have to keep calling and calling...).  Anyways, his question is, can he 
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take a loan from the bank? This is not an extreme necessity of course, but it is a question of 
security (he will feel that he is paying something he could own in the future) and also of fairness 
(if with the same amount that you're renting, you could buy the license, why not?). 
May Allah reward you and thank you for your efforts in advance. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Nabil, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I see this like a case of starting a business or a new venture. I don't see in it a quasi-necessity 
like buying a residence. I therefore do not find an excuse to take interest-based loan and 
suggest trying personal friends as investors and the housing coop of Mississauga. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Kamran   
Sent: Tuesday, January 22, 2008  
Question: buying equipment on bank loans 
Assalam Alakum, I really appreciate your help by answering this question. 
1: I invested with a group of doctors in a hospital, where initially they gave me the impression 
that no bank loans will be used, however after about a year the board of directors has decided 
to take a bank loan, which involves a markup. The loan is intended for buying equipment for the 
hospital and initial running including employee salary. 
2: As a partner I will be provided a free clinic and an attendant. And when the hospital start 
making profit my share according to my investment. 
3: If I withdraw from the group now I won’t receive my invested funds for 2 years as per 
contract. 
4: What is my best course of action? Totally withdraw from the project or can I utilize the 
option of using the free clinic but not accept any profit made by the hospital forever or for the 
time period that the loans are paid off. So I will be utilizing my share of investment other than 
interest. 
Jazak Allah. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Kamran 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I assume you objected to the decision to undertake an interest (not mark up!) loan in the board 
of directors. With your objection the decision was taken by majority rule. This objection is 
InShaAllah rewarded by God. Let us now analyze the situation: 
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Taking an interest loan is sinful and whoever participated in taking that decision carries that sin, 
May Allah forgive them and us from all our sins. But once the money is on hand, it is money like 
any other money and it is added to other resources that this company uses. Whatever may be 
produced of service or products of cash (out of sale of the services and products) are all not 
Haram in themselves; any impurity that comes into them is because of the effect of the sources 
of funds. 
If the effect of the loan is relatively big (measured by the percentage of the loan to the total of 
loan and estimated value of equity at the time the loan is taken) I suggest that you should keep 
in mind to get out as soon as you can withdraw without incurring losses. In stock investment in 
the US many scholars use one third or max of 49% as a measure of big or not, you may like to 
use the same. Meanwhile, use the service and get your share of profit, when it happens, and 
make arrangement to give to Muslim charities a percentage of gains (total gains you get from 
this project) equal to the percentage of the loan to total of equity + loan balance. 
If the percentage is smaller than 1/3 you may stay course, keep your objection in the board to 
any Haram transaction and always give to charity the same estimated percentage.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Wafa 
Sent: Saturday, February 02, 2008  
Question: Car purchase with interest 
Assalamu alaikum,  
I am trying to purchase a car without paying interest. A dealer that I am interested in 
purchasing from doesn't have any 0% interest financing at this time but has given me the 
following option. He would determine the amount I would be paying in interest on the vehicle 
and deduct that amount from the cost of the vehicle. Basically on paper it would appear that I 
am paying the interest rate (1.9%) but in reality I wouldn't be paying that amount. Is this 
acceptable by Shari’ah law? 
JazakAllahu khair, Wassalam alaikum,  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Wafa 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I am afraid that you will be signing an interest-based contract. This it is not a transaction that 
can be said as permissible although the effectiveness of it is only a part of the price. But by 
what virtue would any one accept to dress the Halal in the form of Haram and then argue that it 
is, with this dressing, Halal?! Let us put it in a different way and assume: if the contract says, 
literally, that a car is sold for a given amount plus interest but the seller is refunding the full 
amount of interest to the buyer, would it then be permissible? I should say YES because of the 
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redundancy of charging interest and then refunding it, they cancel each other. But this is not 
what the question suggested! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Samy, Islam on line  
Sent: Tuesday, June 24, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Taking Interest-based Loan to Buy a House 
In the Name of Allah, Most Gracious, Most Merciful. All praise and thanks are due to Allah, and 
peace and blessings be upon His Messenger. Dear brother in Islam Al Salam alaykum I am a 
Swiss Muslim live in Switzerland. I live in a rented house for around 10 years; this house has 2 
floors, 2 families live in this house each floor one family. The owner of the house wants to sell 
the house to one of these 2 families (my family or other family). The owner propose us first as 
we are living in this house much longer than the other family. We want to buy house because 
our children grew up and go to school in this area and my old father lives in the same street 
and. The house cost 1550000 Swiss Franc. The money we saved is only 700000 francs, to be 
able to buy this house it is necessary to take interest-based loans from banks, we rent this 
house since 10 years already and we are paying rental fee which the same amount I am going 
to pay to the bank as interest , if the other family will buy the house, they will ask us to leave 
because they always wanted to live in the part we rent as it bigger and nicer, and we cannot 
easy find new house of apartment in the area where we live now. We only want to keep this 
house and no attention of doing business or earning money in this bank deal. Any prohibition 
may have certain necessity circumstances that call for relaxation. This applies to Riba and too 
many other prohibitions. Of course, a necessity must always be given its right weight since it is 
Allah, the Most Knowledgeable, Who is going to screen our truthfulness, not anyone else, can 
you justify this case as necessity and advise us to go ahead and buy the house or say hasbiallah 
wa nimaalwakeel. May Allah guide you to the straight path, and guide you to that which pleases 
Him  
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Susi 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Here we are faced with a common need that applies to your case and many other Muslim 
families that live in Western countries that have no Islamic house finance facilities. I believe 
that this kind of need calls for relaxation of Riba and if I was in your place I would go ahead and 
take an interest-based loan and buy the house. I pray to Allah to help you pay this loan to the 
bank in a very fast way InShaAllah.  
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Wa Allahu A'alam 
Wa AL Hamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------- 
From: FIROZ  
Sent: Tuesday, October 14, 2008  
Question: Offers with zero interests 
Assalamu, 
I’m firoz Indian, now working in Saudi Arabia. There is one Electronic shop they offer 1 year 
installment with some % of interest. I know it is haram, but there was one month special offer 
that 0% interest shopping. When I checked with them they explained that during this one 
month their sales will increase double and double because of this offer and from their profit 
they will pay to bank some certain profit share because bank is paying their amount.  
I have purchased one items thru this scheme. Some people are saying it is also haram because 
bank is involved and amount paying by bank etc. etc. Could you please clear me is it haram or 
not because we paid only cash sales price, no extra amount? 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Firoz 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If you purchased certain merchandise from a seller on installment where is the Haram in it? 
That is your answer, is it any of your business what the seller does with other people including 
his bank? Do you give yourself a right to interfere in other people affairs that do not belong to 
you? Don't you buy bread, cloth, food, rent a house and do all kind of transaction with many 
people, does that give you a right to question each one of them how did the baker get his 
wheat and how the cloth seller bought his merchandise and how did the person who rent you 
the house purchased it? Whenever you make an exchange transaction with any person your 
relation to that person is limited only to the contract between you and that person and you 
have nothing to do with this person's life and how she/he conducts relationship and 
transactions with others. In other words, it is not only none of your business and does not 
affect the contract you have with the seller but questioning it is also wrong because it amounts 
to poking your nose in other people's business and invasion on their privacy! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 
From: Yaman 
Sent: Friday, January 23, 2009 
Question: interest in the contract 
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AA baba -- InShaAllah all is well with you and mama and Noma.  I have been shopping for car to 
replace the civic and am not in a hurry Alhamdu Lillahi because I want to wait for the right 
financing.   
I think I know the answer to this question, but want to ask just to make sure.   
The dealership's lender does not offer zero percent financing, but the dealer claims he is willing 
to deduct the interest amount from the vehicle selling price.  The contract will remain interest-
based, but he's compensating by lowering the base/principle price.  My understanding is that as 
long as the contract is interest-based, then it is unacceptable.  Is that correct or can this 
scenario be okay somehow.  
I realize obviously that the first choice is for the contract to state zero percent interest and am 
working towards that.  5 years with zero interest has become rare among Japanese car 
dealerships... even with American cars it is now rare.   
Your thoughts on this question are appreciated.  Salams 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Son Yaman,  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The contract you sign in this case is not permissible as being interest-based. A close alternative 
that is permissible is: if the dealer signs with you the loan contract that he pays the interest and 
you benefit from the loan whereby you only pay principal of the loan and the dealer pays its 
interest. I have an alternative for you in another email. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Samy, Islam on line  

Sent: Saturday, February 21, 2009 

Question: paying penalty on delayed installment 

Assalamo Alaykum Wa Rahmatu Allah Wa Barakatuh 

Dear Dr. Kahf, 

I have a company and I asked someone to be a partner based on 50% for capital and 50% for 

work. After a year we had some issues that we could not resolve then my partner asked me to 

calculate any Arbah and get him out of the company. I agreed based on finding somebody to 

buy his shares, however I did not find any one to buy his shares and my answer simply was “I 

have no body to buy your shares… do you have any?” he answered no and asked me for giving 

him any other options to pay him his shares. After long discussions we agreed to give him his 

money plus Arbah till that time (the time of the agreement) over the coming 2 and a half years 

based on equal installments and he is not responsible for any Khosara or Arbah since he is out 

from the beginning of the installments and deal with the total number as a loan.  
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After a year he talked to me and asked me for paying him a penalty because of holding his 

money and benefiting from it in running my business.  

Do I have to pay him any penalty? Would this be Riba? 

Wa Jzaka Allah Khairan  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Samy, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Once you agreed on a settlement and that settlement includes a definite amount to be paid at a 
definite future date that amount become a debt on you and any increment in it is a prohibited 
interest. It is forbidden to ask for it and forbidden to pay it. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 

From: Ebraheim  
Sent: Friday, March 13, 2009 
Location: Albania 
Question: Buying furniture by bank loan 
Dear Dr. Monzer  
As-Salamu Alaykum, please help us in answering this question; the questioner is from Albania: 
"Salamu Alaykum, I am currently building a house for my family, and in couple of months I need 
to buy furniture for the house. There is a furniture shop in my town that offers interest-free 
loan to the customers. Shop owner admitted that he will pay the interest to the bank, which 
means I will not have to pay to the bank no interest at all. The only amount I have to pay to the 
Bank is administrative fee for the Bank service which is 20 Euro in total. Again, for me payment 
will be without interest, but the bank will take interest from shop owner. Is this regarded as 
coming under the heading of interest-based loans? Is it permissible for me to take this loan or 
not?" 
Many thanks for your effort 
Muhammad 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ebraheim 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Of course if you do not sign an interest contract with the bank, the transaction will be 
permissible because it is not of your business what relation the seller has with the bank.  
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But if you sign an interest loan contract with the bank and you have a pledge from the seller 
that he will pay its interest, you are responsible for what you sign! It is an interest contract. I 
wouldn’t accept this route. 
Another solution (and many sellers in America do that): the seller gets his own financing upon 
the sale from the bank on interest and he offers you delayed or installment payment. This is 
usually what is called in America zero interest finance. You do not sign any contract with the 
bank. And you sign only the purchase price with the seller with due payment or installments.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Samhouri 
Sent: Friday, August 07, 2009 
Location:  
Question: Home financing 
Salam u Alakum Br. Monzer, 
I have heard that obtaining financing from a bank for a bank owned home 
(Foreclosure) is not haram. The reason for this is because it only involves two parties (buyer and 
seller) as opposed to traditional financing which involves three parties (buyer, seller and 
financier). 
Please advise your thoughts on this matter 
Ahmad Samhouri 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmad, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Getting finance from seller is permissible PROVIDED the contract itself is permissible. The way 
that makes it Shari’ah complaint is when the price is deferred or installments and the sale is 
contracted at the deferred price. 
It doesn’t matter if this installment price is higher than the cash price and it does not matter if 
the difference between this higher installment price and the cash price is calculated according 
to a certain rate, any rate. What matters is: sale is contracted at one price the installment price. 
The Prophet, pbuh, advised that if one makes the contract as a cash price and then adds an 
increment for deferment (of course installment is like that) the difference between the two 
prices is then pure Riba that is forbidden in the Qur’an and Sunnah. Meaning that even 
between two parties only there may be Riba if the contract is made as sale for a given price and 
then add another amount for accepting payment on installments. 
The reason is apparent: interest is an increment in a debt. Once you contract a sale, the 
contract transfers ownership of the house and creates a debt on the buyer. Then postponing 
payment for increment becomes Riba because it is an increment in a debt! 
Wa Allahu A'alam 
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Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------- 
Salam U Alaykum professor, 
Thank you very much for your response. Your help is greatly appreciated. I want to see if I 
understand this correctly, 
If the contract states selling price $250,000. It is not haram? (Even thou the market value of the 
house is $150K) 
However, if it states selling price $150,000 and 5.5 interest (totaling 
$100K over 30yrs). It is haram? 
What are your thoughts on various Muslim Banks? Any recommendations? Any that are not 
legit? 
Thank you, 
Ahmad Samhouri 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmad 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes, your understanding is correct but you should always relate it to the thin line that makes 
the distinction "in what is the increase, a commodity price or a debt?" 
I cannot give opinion on entities and persons. But apply the criteria: 1) does the company have 
Shari'ah adviser that you trust, 2) does the contract mention loan and interest or purchase and 
sale or lease. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
Salam u Alakum, 
I have another question; it appears all contracts with Islamic bank must mention loan and 
interest due to the Federal Reserve and IRS requirements for disclosures for home financing 
companies. Does this mean that these contracts are not Shari’ah compliant? 
Jazakum Allah keir, 
Samhouri 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Samhouri 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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No, Brother, you info is incorrect. Most Islamic finance provider here in America offer Ijarah 
Mutanaqisah (leasing with diminishing ownership) based on owning the property together 
and/or Murabahah, both are Shari'ah compliant. May be one or two only offer "standard bank 
document as contract. A contract determines the relationship, it is what goes to court or 
arbitration in case of dispute. It is true that at the end of the year they give you a form that calls 
what you paid interest, this is only for the purpose of allowing you to benefit from the tax 
deduction. THIS DOES NOT DETERMINE YOUR CONTRACTUAL RELATIONSHIP. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: sohail 
Question: Interest, it has ruined me! 
Dear Brother, I need to understand, need guidance from your esteem scholars regarding my 
problem. I am 42 years of age, married with 5 children, my eldest son is a Hafiz -e-Quran, I have 
tried to live my life as much as possible as a good person, but due to lack of working capital I 
have taken loans from people with monthly profit, they do not share in my loss, over the past 2-
3 years I have suffered heavy losses in my business, therefore, I am unable to pay them their 
principal and the monthly profit, but these people some of them who are in appearance strict 
observing Muslims don’t understand and are unwilling to give me any relaxations, whereas I 
have paid them so far more than their principal amount in monthly profits, I have honestly told 
them that I am unable to pay them their monthly profit but they still insist and put pressure on 
me to pay them, I am unable to even meet my family’s basic needs because of this. I realize that 
I have done grave sin, but why is that I am only suffering and the person who is taking the profit 
are not, they are thriving, infect on of them even went for Umrah and one went to Hajj last 
year, but they still demand their profit from me, I begged them, requested them to stop the 
profit and receive only the principal in installments, but they do not listen. I pray regularly, but 
now my Iman is very weak I have repented asked Allah's forgiveness but my problems do not go 
away, the more I try the more my problems get worse. It is now the situation that I am away 
from my family for the past 2 months. Please help me and guide me as to what I should do and 
how in the light of Shari’ah I deal with these people whom I have paid more than their principal 
amount in profits over the last 3 years. Please help me I am very disturbed and need guidance.  
Thank you.  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sohail 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The fact is: the contract of getting investment on the basis of a given amount profit per month 
with no contribution to losses is not permissible. This is a Riba contract and it is invalid from 
Shari'ah point of view. Further if this contract is permissible by law where it is done, you have 
to fulfill it inspite of the sin involved in it.  
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It seems that at present, the only solution is to have an amicable agreement with them to 
accept any way out of this contract. The contract, as you described it, is in gross violation of 
Shari'ah and it is sinful to make and to keep running, it is prohibited to both of you lender and 
borrower.    
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Sara 
Sent: Sunday, April 04, 2010 
Location:  
Question: Renting or buying a home 
Bismi Allah Al-Rahman Al-Rahim 
Al Salamu Alaykum Wa Rahmatullahi Wa Barakatuh 
I just found out about your website, Al-Hamdulillah, and we would be more than happy to hear 
your opinion regarding our case. My husband is Syrian, I am European and converted Muslim 
(Alhamdulillah).We live in Norway for 4 years, and we intent to stay here and build up our own 
family(Insha'Allah).We are renting a modest flat in Oslo, and we pay about 1000 euro monthly 
for it (it’s a normal rent for this city and country).We are practically paying the owner's loan as 
it’s taken also from a bank. We moved to this flat one year ago when the owner of the previous 
rented apartment started to grow up the rent. We preferred to take this one, being close to 
Masjid, so my husband can perform daily the Fajr prayer to the Mosque, and both have the jobs 
near the house. In Norway there is no Islamic Financial Institution yet, the State Banks are 
providing among others, the following solution: They buy the house (example: with 150 000 
euro),I sign a contract with the bank to pay monthly installments for 30 years(800 euro per 
month),so the final price for the house is going to be (288 000 euro).Is it permissible to take 
such a loan with the condition that the monthly installment will not increase over the 
contracted amount? And in case of advanced payments from us, the monthly installment will 
decrease gradually? 
Hope to hear from you soon, and may Allah reward you for the efforts to guide on the right 
path the Muslim communities all over the world! 
Best regards, Ammar and Sara 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Sara 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is an interest loan, no doubt about it. You know that interest is prohibited. 
Religion and its Shari’ah are sent down from God to human beings to make their life better and 
more joyful. This means that when certain adversary circumstances may happen we either bear 
with them until they change, change these circumstances or sometimes relax the ruling. 
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Relaxation of rulings have certain conditions such as necessity or inconvenience that affect a 
large number of people.  
Accordingly, many scholars, including the Fatwa council of Europe and the Second International 
conference on Fiqh that was held in Detroit in America studied the issue of house purchase 
when there are no Islamic finance institutions for Muslim minorities who live in Western 
countries, a case like yours, and came up with the view that because housing, and buying a 
house gives sense of stability socially and economically, that is necessary to any family and 
because this matter affects a large number of people and religion is sent to remove hardship  
and make living convenient it is permissible under these circumstance for Muslim families who 
live in Western countries to buy a house to live in on interest basis when there are no Islamic 
finance institutions available. I thing this case applies to your family as explained in the question 
and I believe you may consider availing of this Fatwa.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Faisal 
Sent: Saturday, December 18, 2010 
Location: Singapore 
Question: Housing Loan 
Dear Dr Monzer 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh. 
I have read your website pertaining Riba and housing loans. I am residing in Singapore and 
there is no Islamic financing for housing loans in Singapore. I have the need to buy a house but 
put it on hold due to the prohibition of Riba. Something that I read in your website caught my 
attention but I do not fully understand. These are excerpts taken from your website QA Fatawa 
Mortgage 2007; 
1) In one word: Interest is an increment in a loan or a debt, profit is a difference in the cost 
price and sale price of a good or service. Don't be bothered by any other chats and terms. There 
is no time value of money and no any other thing. 
2) Why not going for a lease or for financing from seller, I've seen installment sale contracts 
from car dealers in Toronto that are exactly compatible with the Shari'ah although the dealer 
calculated the installments on the basis of interest, that does not matter! The space does not 
warrant a detailed explanation of the difference and why installment sale is permissible while a 
loan with increment is not. You may need to make some homework to get a full grasp of it. The 
difference is very important though! 
My question is, in Singapore the Housing Development Board (HDB) a government body, is 
building flats/apartments for Singaporeans. Singaporeans who are not able to pay the full cost 
of the flat, HDB is giving a loan at 2.6% per annum. In other words, cost price is $100k, 10 years 
installment price of flat is $126k.  Is this permissible?  
Is this a case of “profit is a difference in the cost price and sale price of a good or service”? 
Thank you for your time. 
Regards, 
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Faisal 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Faisal 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My answer is NO because it is a loan with interest. However, if the calculation is made as 100 + 
2.6% interest rate. But the contract says that the price of this house is 126,000. It became 
permissible.  
The difference is not semantic. It is rather the legal implication of sale or loan with interest 
although numbers are the same. Can you convince them to make the contract for the Muslim 
larger minority of close to 20% and make a form contract suitable to them with this minor 
change?  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Abdullah 
Sent: Wednesday, January 26, 2011 
Location: Kuwait 
Question: Buying a business  
As Salaam Walikum, 
I am an Indian working in Kuwait  and I am trying to buy a shop in  Mumbai already I booked 
and I paid 40 percent for balance 60 percent I need to loan can you please help me by 
recommend or advise in this matter, how can I move forward ?, if they give me time I can earn 
and  pay slowly but as per procedure(as we talk) I don’t have time so I paid what I had, please I 
need to know Is there any Islamic bank in MUMBAI in India or any another way as per Islam 
Jazak Allah Khair   
Thanks Regard  
Abdullah 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Abdullah 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Any loan with interest is prohibited in Islam. It is the Riba about which the Qur’an says that a 
war is declared by God and His Messenger on those who do it. 
I do not know of any Islamic bank in India but there are companies that provided Islamic 
finance and I do not give names or recommend any of them. You need to check there. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
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Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Nisreen 
Sent: Wednesday, April 6, 2011 
Location: NY, US 
Question: Vehicle Finance 
Assalaamu alaikum, 
I have a question which is part theoretical and part actual... 
I intend to buy a new car. Since it is haram to pay interest, I am looking for a 0% APR finance 
scheme. 
In MA, a car is available for $20000 with 1.9% interest. The total cost over 60 months is 
therefore $20380. 
In NY, the same vehicle is available for 0% interest, but the sale price is $20500.  
I am in Worcester MA. So a drive down to NY will probably cost me more money too...if I go for 
the NY deal, then my cost will be $20500+. 
But is the more expensive deal really 'halal' for me while the lower cost vehicle is 'haram'? I feel 
that even though it says 0% interest, the difference of $120 (20380-20500)  which is some 
amount of interest (may not exactly be 1.9%) has been built into the cost of the 0% vehicle.  
Something about the whole scenario above is very confusing to me...I do not know much on 
Islamic law of finance...but keeping aside my personal case....is not the above a little strange?  
Is it clear to any knowledgeable Muslim that the more expensive vehicle is halal and why the 
less expensive is haram? 
What exactly makes the above purchase halal or haram? They both seem the same to me. 
Jazakallah Khair 
Asif 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Nisreen 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Am I writing to Nisreen or Asif? 
On its face value, yes, one is Haram and the other is Halal. What you need to realize is that 
Shari’ah neither prohibits finance (with return) nor rejects assigning a portion of the price to 
time. In fact we have a famous and common statement in our classical Fiqh written more than a 
thousand year that “a part of the price is surely caused by the time ن نصيبا من الثمنإن للزم ”. Then 
what is Riba or what is prohibited? Riba is an increment in a debt (notice not a price of a 
commodity) giving a loan creates a debt, any increment in it is Riba. Rescheduling a debt for any 
amount other than its face value is Riba because the difference is an increment (or in 
discounting a reverse increment) in a debt. Why it is prohibited. Because the debt does not 
create any utility through time while all real goods create utility over time. In a simpler term 
that is understood by a desert nomadic as much as a university professor: a debt does not 
create a baby debt while a cow gives birth to a bay cow. 
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In your specific case, I think you are not shopping well. As a person who live in America for forty 
years I know that I can find a deal with Zero interest at your 20380 or at the 20000 only. Not all 
zero interest deals have interest built in...    
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------- 
Assalaamu Alaikum! 
This time it is definitely Asif who is asking the question :) 
My wife forwarded the question to you after our local mosque respectfully declined to 
comment lacking knowledge in the area (we don't have a permanent imam yet...InShaAllah we 
will get one soon). 
When you say 'on face value one is haram and the other halal' ...you are hitting the nail on the 
head. We are having qualms of accepting the fact that merely on the surface the 0% 'appears' 
halal. I do not know how far I should go to investigate the price! 
Brother. What matter is the nature of the contract whether it is a sale or a loan, numbers are 
subject to negotiation? 
I am 100% certain that the deal is 0% from the bank AND I know that there is $0 finance charge 
by the bank. That is guaranteed by the bank. 
Quite possibly the dealer in NY is having some extra padding (higher margin), but nevertheless, 
to the best of my knowledge this deal is better than that which is lesser (in MA). We sometimes 
wonder if that extra padding = interest, but it is Not, based on your explanation (please excuse 
if I have misunderstood). The extra value is that NY dealer's increase on the price of his 
commodity. 
In Shari’ah, time is valued when associated with real goods but not when associated with debts. 
Simply because debts do not change by the time factor but utility derived from goods do 
change 
There are two other points that I am concerned about: 
1. The bank loan will definitely have late payment penalties. I have heard that that is haram. 
What is the correct opinion on this?  
While late payment penalty is necessary to deter the debtor from delaying payment, it cannot 
be earned by the creditor because it is an increment in a debt and debts do not create such 
increments. Therefore we charge it to debtor but give it to charity. If there are any incidental 
expenses caused by the delinquency, they can be deducted before distribution to charity. 
Conventional sellers/creditors in America take it as earning which is not permissible in Shari’ah. 
2. I have also heard that it is haram to take loan (debt) if I have money (I.e. I could put more 
cash down...but instead I decide to hold it for other expenses). What is the correct opinion on 
this? 
Under necessity circumstances one may take an interest based loan, of course necessity must 
be only to the minimum amount that relieves the necessity. 
Regards, 
Asif 
My Answer: 
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Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Asif 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please see below: 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Mohammad 
Sent:  Wednesday, July 25, 2012 
Location: Canada 
Question: Car purchase 
Assalamu-alaikum Dr. Monzer, 
Thank you for your speedy response to my email. I did try calling at your son’s residence 
however I think you may have been out. I needed some advice from you regarding purchasing a 
car. I have an opportunity to purchase a car through a 0% financing; however the dealership is 
offering a $3000 cash incentive (discount from the purchase price) for cash buyers. Would it be 
considered haram or interest if I were to opt for the 0% financing over 5 years? From what I 
have read online it seems like it would be ok since the car is a commodity and the seller has the 
right to set the terms of sale; and there is no increment in the payments over the 5 years. As 
long as I make sure that the payments are not late and paid on time, would this option be 
considered halal? I wanted to confirm this with you and get your expert advice before we made 
any decision.  
Jazakallahu khairan, 
Wasalam 
Thanks  
Mohammad 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dr. Mohammad 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I am very sorry that I missed your call. I do not see any prohibition in buying at zero interest 
even with giving up a discount that may be given otherwise. The price is in fact varies between 
buying for cash or on installments. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
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From: Amr   
Sent: Monday, August 13, 2012   
Question: Option to pay or avoid interest in car purchase 
Dear Br. Monzer, 
I have found an offer called 50/50: 
- 50% of the car value paid upfront 
- Remaining 50% paid after 12 or 24 months 
- if one stays within the agreed timeframe no interest is charged (otherwise one can obtain a 
Riba based loan to finance the remaining 50%, which is of course something I do not intend to 
do as the car is cheap enough for me to able to save up for the remaining 50% within 24 
months) 
Is this permissible? 
Jazzak Allahu khair, 
Salam, 
Amr 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Amr 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
As long as the contract gives you the option and you know that you will choose the non-interest 
choice and you are able to implement it, signing such a contract is permissible. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
From: Amr   
Sent: Monday, August 13, 2012   
Assalamu alaykum dear brother Monzer, 
I recently came across your advice concerning the purchase of a car on OnIslam.net: 
http://www.onislam.net/english/ask-the-scholar/financial-issues/new-transactions/450577-
buying-a-car-with-interest-based-loan.html 
I live and work in Vienna, Austria and would like to buy a car for the family. We do not have any 
islamic banks here, and the conventional banks do not offer any Shari’ah compliant products. 
We do however have several car dealers who have their own banks. For example Audi, 
Volkswagen or Skoda are all owned by the Porsche Group and offer financing models through 
the Porsche Bank. 
I would like to avoid engaging in Riba, but was left somewhat confused by your advice. Did I 
understand you correctly? If I buy the car on installments through the Porsche Bank, would this 
be permissible according to Shari’ah? Isn't this the same as a loan though? 
Thank you very much, 
Jazzak Allahu khair, 
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Amr 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Amr 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is a loan paid back on installment like most loans. It is not a buy on installment. The Fatwa 
is as it is no change. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From:  Humayun 
Sent: Friday, August 24, 2012    
Location:  
Question: Car Financing 
Assalamu Alaikum.  
A belated Eid Mubarak to you. I hope that InShaAllah you are doing well. I would like to know 
regarding car financing. I am currently in need of a reliable minivan (with 3 young kids) but 
don’t have much money to pay a reliable pre-owned minivan. I have an option of leasing for 3 
years with about $3000 down payment. Currently, Honda is offering low financing rates. There 
is currently deals on Honda for 0.9% (36 month 1.9% (36-60 months). Toyota deals are for 0.9% 
(60 months). My question is, whether Islamically the financing on such low rates would be 
considering okay or not? 
Jhazak Allahu Khair, 
Humayun 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Humayun 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Riba is defined as an increment in a debt or loan. It does not matter how small or big it is. A 
small amount/percentage is prohibited and a big amount/percentage is also prohibited. You 
should find an alternative way of finance if you want to avoid Riba. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------------- 
From: Nacera  
Sent:  Sunday, October 14, 2012 
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Location: United States 
Question: Buying a Condo on interest and renting it for income 
Assalaamu 3alaykum,  
I got your email from a tele-presentation you did at the MAS convention 2 years ago. I have 
three urgent questions: 
1.    My fiancé has a condo that he has a mortgage on and rents out. He plans on renting 
another apartment closer to his work and keeping the condo. Is that Islamically allowed? 
I suppose he got it to live in, then he found out the importance of distance from work, this does 
not make it purchased for investment. Buying a place to live in is not Haram, in America, on 
Riba, in like buying for investment (renting). There is a very sound Fatwa on this matter and I 
agree to it because buying a place of residence is a high priority and a lot of convenience; this 
makes it permissible when Islamic finance is not available. 
2.    He originally was approved to get his mortgage through guidance financial (shari3a 
compliant company) but they backed out last minutes due to the location of the condo. He now 
wants to sell the condo to me through a shari3a compliant sale. What should i do in that case? I 
don’t believe in mortgages and i would rather rent the rest of my life but if doing it is less 
haram on him should i do it? 
I don’t blame you although I don’t agree with you as mentioned above. If change of ownership 
is to your convenience, both as would be husband and wife, I see no reason for being not 
permissible. 
3.     My fiancé recently got a job working at an investment management firm booking trades 
and checking contracts. These are all types of trade including derivatives. Is this Islamically 
allowed? What are the limits in working in such a field? 
I believe that booking a trade for a client of a Haram item is not permissible. Most derivatives 
and bonds and many shares and their likes are Haram to buy/sell and equally Haram to book a 
trade for any of them. giving an advice is not like that, definitely is lesser to the extent that I 
cannot claim it is Haram.  
Jazakallahu khayran for your assistance. I actually know you son Yaman's family and your 
daughter and Masha Allah you have a beautiful family. Jazallahu khairan again waasalaamu 
3alaykum warahamtullah  
My Answer:  
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sister,  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please see my answers below your questions. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Dalila  
Sent: Tuesday, December 04, 2012  
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Question:  Financing a car, a house 
Assalamu Alaykum,  
Dear Dr. Kahf, 
I am sure you have addressed this issue many times before. 
I did some research online to finally find a name that can help me. I have 2 questions. 
1- My husband and I would like to buy a new car, but we are confused. We always steer away 
from anything that has a % next to it, as small as it could be because that is our interpretation, 
Interest= Haram. Our knowledge in financing is very limited as you may notice. All the previous 
cars we bought had 0% APR. The car we want for our family (Honda), is from a dealer that has 
no 0 interest offers. What should we do? Is it permissible? 
2- We also live in a rental townhouse and what we pay for rent, can definitely be paid as a 
mortgage. People are telling us “you are stupid, you are throwing money out the window", but 
we don't want to do maasiya. We'd rather make financially unsound decisions than disobey 
Allah. What's your intake with regards to Islamic banks? 
Can u please help? 
Jazakoum Allahu khayran, 
May Allah protect you and your family. May he shower you with his bounties. Ameen 
Assalamu Alaykum, 
Sister Dalila, 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Dalila 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Buying a car with interest, no matter how small is not permissible. Try to agree with the dealer 
to include the interest into the price, the legal difference is important especially on the macro 
level. 
For buying a house being almost a necessity unlike a new car, there are several companies in 
America now who offer Islamic house finance if this is not available to you for any reason try to 
get self-finance from the seller and agree on a sale price on installments like what is called land 
contract in America. Alternatively if you don’t find Islamic financing for the house purchase you 
may take it on interest based if you need a suitable house for your family. This is in accordance 
with a fatwa based on housing being a kind of necessity,  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
 

***************************************** 
Subject: Repentance for "interest" 

 
From: Wael  
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Sent: Thursday, February 28, 2008  
Question: Do we need to do anything in addition to repentance from interest? 
Salams 
Dear Dr., pls. reply this question, which we received in Ask the Scholar page: 
Since two years, my husband and I, we have stopped all interest transactions of every kind, 
whether bank or mutual fund or whatever and deal only with Shari’ah-based institutions. We 
have, of course, made Tauba for our previous sins in this regard. Is there anything-else required 
of us to do to make full amends for our sins so that Allah forgives us completely and the Day of 
Judgment we are free from this major sin. Thank you for your reply 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sister, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is a matter that should remain only between you and God: repentance, Istighfar, and doing 
good deed especially giving to charity. Nothing more! God promises in the Qur'an that good 
actions and deed wipe out the bad ones. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

******************************************** 
Subject: Giving earned interest to charities and others 

 
From: Samy, Islam on line  
Sent: Sunday, March 16, 2008  
Question: giving interest to conventional charity 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Can I get rid of bank interest through charities such as Oxfam? 
Regarding bank interest, you state that this money can be donated to charities (Poor) or for 
public projects. I for example get rid of my money through charities such as Oxfam. My 
intention is that this is Interest and unlawful for me, I always get a monthly statement of my 
bank balance and then get rid of the interest. Is this ok for me? Some say to me I am not 
allowed to donate this to the poor or Muslim charities since its unlawful and must be used for 
road maintenance etc. I can’t find any organization in the UK carrying out public projects so I 
chose Oxfam to get rid of this. Is this ok for me to do? I have put the effort to prevent interest 
coming into this account and it has so far failed, I will InShaAllah move to an Islamic bank 
account. In the meantime is what I’m doing accepted in Islam especially that many of us face 
many hardships living in a non-Muslim country? 
Jazakum Allahu Khairan for your constant help 
My Answer: 
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Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sharif 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes it is permissible to give it to any charitable organization. I prefer that you should give it to 
an Islamic charity because that makes it reach poor Muslims who are at the present 
circumstances world-wide in more need than all others. Giving to public works has no priority 
over giving to the poor and needy. Therefore you should give interest to Muslim charity not for 
public works or road maintenance. Road maintenance is done by government using taxes for it 
and that is plenty of good. It does not need this interest money! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Annas  
Sent: Saturday, March 22, 2008  
Question: Interest Earned on Riba Accounts 
Dear Dr Monzer, 
Assalamu Alaykum Wa Rahmatu Allahi Wa Barakatuh, 
I am e-mailing you at this point in time because while flipping through your fatwas on “Riba and 
Interest” from 2663 I came across the following remark of yours: “Interest must not be 
returned to banks and must be given away to the poor and needy and similar purposes.” Do 
you intend to say that it is preferable to accept interest from banks in order to then donate it, 
as opposed to telling banks in advance not to credit any interest on my account? 
I would be most grateful if you could shortly elaborate on this, for I have been asked this very 
same question a few days ago and was unable to respond. 
Jazakumu Allahu Khayra Al-Jaza’ for your efforts. I highly appreciate your time and help, and am 
most grateful for the opportunity to benefit from your knowledge and guidance! 
Thanking you in advance for your help and consideration, I remain. Wassalam Alaykum Wa 
Rahmatu Allahi Wa Barakatuh, 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Annas 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My view on this matter is this: 
1. The principle is to avoid depositing with interest as much as possible 
2. If you happen to deposit with conventional banks use the normal account system they offer, 
if their account system gives interest on your deposit, take it and give it to Muslim charity, do 
not leave it to the bank and do not tell it "do not credit my account with this accrued interest" 
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3. If you need to deposit large sums, ask for interest on it and give it to charity, otherwise you 
are fooled by the bank. 
4. Whenever there is an Islamic bank that gives approximately similar deposit facility, use it and 
do not deposit with conventional banks.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on Line  
Sent: Wednesday, October 08, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Having an Interest Loan 
Salam 'Alaykum learned brothers/sisters, I live in a country where there are no Islamic (non-
Riba) financial systems and have a small start-up business of my own that typically requires 
funding. I currently have an interest paying loan and wish to return it due to the grave 
consequences of Riba. However there are no alternative halal sources. What do I do? Will Allah 
punish me should I continue to use interest money or are there exceptions where no other 
sources exist? I also have no other source of livelihood... JazakaAllah Khairan. 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Zainab 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Riba is prohibited in Shari'ah and that prohibition has no exception. Of course any prohibition 
(except murder) may have the exception of necessity. I do not see starting a business a real 
necessity that warrants relaxation of such a very grave prohibition, besides being risky too. You 
should help creating an Islamic financial institution in your country in order to help you and 
other Muslims around you. 
On another ground, No human being can claim to know what Allah would do to a sinner. Allah 
told us in the Qur'an that he may forgive any sin except the sin of associating partners with 
Him. All is most forgiver and most merciful at the same time he has very severe punishment! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Ramadan 
Sent: Tuesday, February 10, 2009 
Location:  
Question: Loan from Canadian banks  
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  االقتراض من المصارف الربوية في كندابخصوص 
  االخ فضيلة الدكتور

  السالم عليكم ورحمة هللا وبركاته
بداية جزاكم هللا خيرا علي عملكم الدؤب للرفع من مكانة المسلمين والدفع بهم الي استعادة امجاد امتنا االسالمية وسدد هللا 

  خطاكم
هللا االقامة في كندا وحيث انني اشتغل  بإذنكندا طلبا للعمل واالستقرار,  وانوي  انا مواطن ليبي انتقلت حديثا من المانيا الي

احد المراكز التابعة  فيفي مجال االبحاث في علم الجينات, وكذلك زوجتي التي تعمل في نفس المجال. لدى كلينا عقد عمل 
مات التقديم للحصول علي االقامة الدائمة متوفرة للدولة,  ولدينا و الحمد هلل طفلتين عمرهما سبع وثماني سنوات اي ان مقو

ذلك ان اضع امامكم كل  في وعذريالشرح والتفصيل  فيعلى هذا االسهاب  تعذرنيوالحمد هلل وهى مسالة وقت, ارجو ان 
ار انشاء هللا عندما قدمت الى هنا منذ اربعة اشهر صدمت بغالء المساكن وارتفاع اسع إفادتيلكم  يتسنىالتفاصيل حتى 

 فيااليجار مع عدم توفر المواصفات المطلوبة احيانا من حيث القرب الي مكان العمل, او المدارس ذات الكفاءة العالية 
ان المدينة التي اسكنها االن من المدن التي اكتشف فيها حديثا مخزون استراتيجي من النفط فان اسعار  التدريس, وباعتبار

الي زيادة  باإلضافةمن اسعار السنة الماضية ,  بالمئة 86 ما فوقه قد تصل احيانا الي االيجارات للبيوت زادت بنسبة كبير

شراء مسكن بقرض ربوي من احد  فياسعار الشراء كل موسم تقريبا الي نسب كبيرة وحتي ال اطيل عليك فانا ارغب 
ة اسمها /  أسنا / ولكن يشترطون دفع مبلغ المصارف هنا , مع العلم بانه يتوفر بديل اسالمي في كندا يتمثل في مؤسسة اسالمي

اذا كان سعر  بالمئة 36مالي لالستثمار لديهم لمدة ستة اشهر علي االقل ثم يطلبون نسبة دفع مبدئي من ثمن البيت تصل الي 

ير هذه باختصار فانا ليست لدي االستطاعة لتوف المدينةالف دوالر وهو اسعار المتوسط من البيوت في هذه  366,666البيت 

  : شرح الموقف فيالنسبة حاليا , واليك االن بعض التفاصيل التي قد تساعد 
  .دوالر 1306ـ االيجار الشهري للبيت الذي اسكنه االن 1
  .دوالر 0666 ما يقاربالى مرتب زوجتي  باإلضافةـ المرتب الشهري الذى اتقاضاه 2
  .شهريدوالر  2066مة حوالي ـ المصاريف الشهرية االخرى لتغطية تكاليف الحياة عا3

اعلم ان العديد من االسئلة تصلك بهذا الخصوص والكثير من الفتاوى قد صدرت من طرفكم وعلماء اخرون ولكن كانت عامة 

  .شخصيان استشيركم بشكل  رأيتتحري الدقة  فيوزيادة مني 
 سأدفعفان المصارف الربوية هنا لديهم نظام تثبيت النسبة حسب رغبة المتقدم اي انني اعلم مقدما كم  ما سبقاضافة الي 

اغلب االحيان اقل من ثمن االيجار الذي ادفعه حاليا, وفى حال اشتريت البيت  فيعندما يحين موعد السداد,  وقيمة القسط 
مستقبال,  ال ينفعمن ايجار ضائع فيما  ما ادفعهن مد يد العون مستقبال الن انشاء هللا تعالى تأمين لمستقبل االوالد وحماية لهم م

بحكم  بإفادتياتمنى من فضيلتكم التكرم  العقد. لذاامد  إلطالةمنى تفاديا  ما يطلبضعف  سأدفعوالمهم من ذلك انني انشاء هللا 

  .كل خير وبارك هللا فيكمذلك شرعا. ارجو من هللا العلى القدير ان يوفقنا واياكم , وجزاكم هللا 
 والسالم عليكم ورحمة هللا وبركاته

My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ramadan, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It seems to me that your situation is a typical one for the application of the Fatwa of the Islamic 
Fiqh Conference of 1999 in Detroit. Since you need a house for living and the Islamic option is 
not available to you because of its conditions, the conventional option becomes permissible. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Olfat 
Sent: Saturday, February 21, 2009 
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Location:  
Question: Deducting interest from taxes 
Assalamu alaikum, 
In Canada, the interest paid on loan for investment is considered tax deductible. 
I understand that "Riba" is forbidden. However in this case it seems that the individual taking 
loan for investment or business would pay interest on the loan for the year till he/she files for 
tax return & consequently that interest is refunded. 
Is that acceptable for a Muslim living in North America? 
My other question is what are the alternatives for Muslims in Canada? 
The tax we pay on salary is around 40% 
Retirement registered savings plan (RRSP) offers tax shelter but then the full amount is taxed at 
withdrawal when retiring.  
The forms of investment in RRSP are GIC(which is sort of a savings account that gives fixed 
interest. This is deemed of course "haram". So any interest gain, I give out for "Sadaqah". 
The other form is mutual funds. Taking into consideration that I estimate an amount of money 
& give out "Sadaqah or Zakah" to purify that money from any "Riba" dealings that the bank 
surely deals with. I tried to put funds in mutual funds that are pure equity. That product just 
doesn't exist at the bank. There is always a percentage of bonds, or bank based investment. 
Knowing that equity market is crashing right now. What are the options? 
Here is the list of "haram" 
Interest on saving 
Dividends 
Any sort of fixed income 
Bonds 
Trusts 
Other options that I think are halal: 
Real estate (Even with prices falling down, it's way beyond reach to an average person to 
purchase a home in cash) 
Mutual funds assuming they're not dealing in any forbidden activity. Due to high market 
volatility it's not recommended. 
So what does an average Muslim do other than putting savings on the side without any 
investment & loosing value as years go by plus being taxed at 40%? 
In short, it seems that due to the global existing financial system, all sorts of income generating 
or investment is "haram", what are the options of "halal" out there? 
Jazak Allah kul kheir, 
Olfat 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Olfat 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Let me sort out a few points before talking about an answer: 
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1. Zakah is one of the basic pillars of Islam, any Muslim is required to give it to Muslim poor and 
needy or to charitable organizations that distribute it to Muslim poor and needy, interest 
money cannot be used for Zakah payment. 
2. Interest money that a Muslim may earn from any source should be given to Muslim poor and 
needy or to Muslim charities. It must not be kept mingled with one’s own money in order to 
keep the latter pure and clean. 
3. The word tax deductible means you reduce the amount of income that is subject to tax by 
the amount of interest (or other business expenses), it does not mean that the amount of 
interest is returned to you. 
4. You talked about deduction of interest from taxable income of investment, but then you talk 
about tax on salaries. In business investment all expenses are deductible but in salaries tax on 
house mortgage is not deductible in Canada. 
Now let us come to an answer: 
1. You made your own list of Haram and Halal! A thing that is normally not usual when you ask 
about what is Haram or what is Halal. For instance, it is not Haram to put money in IRSP and get 
tax deduction for it, you can deposit this money with the Muslim Housing Cooperative in 
Canada and gain Halal income on it. Even if you find no other way, it is still permissible to 
deposit with IRSP with a conventional bank and give interest for Muslim charity but you still 
gain the tax deduction that you said it is 40%. 
2. You can choose to make a business and charge it with many expenses and get them be tax 
deductible but you cannot do the sale if you are a salaried person. 
3. At this time, as you said investment in shares is very risky, so is most other forms of 
investment and it seems that one of the best investments at this time of crisis is to keep you 
money under the mattress! Of course unless you can find a good opportunity of long term buy 
at the present low prices. 
4. You still have the opportunity to give to Muslim charity and get deduction on these 
donations! 
5. Finally please seek an advice of a tax shelter specialist in Canada, she/he may be able to give 
you better ideas on what you can invest in and get a maximum tax shelter. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Latifa   

Sent: Wednesday, May 13, 2009   

Location: United States   

Question: Disposing of interest earning on brother 

Asalamu Alaikum wa Rahmatullah, 

My name is Latifa. I was reading your fatwa on Islamonline where a man asked whether he was 

permitted to spend interest money that they had collected to pay off his brother's debt in order 

to make his own money halal. You mentioned that it was since he was not obligated to spend it 

on his brother. Jazakom ALLAH Khair for your work on behalf of Islam and Muslims. I wanted to 
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ask you: Would you please provide evidence (detailed evidence) to back up this answer.  I know 

you gave the correct answer but I want to learn from it and it would help me if you could 

provide the evidence for this and any other fatwas. 

Jazakom ALLAH Khair 

your sister  

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Latifa, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The rule is that on such purification money you apply the rule of Zakah in regards to the poor 
and needy. In Zakah the rule again is to look at those people for whom you are responsible and 
exclude them from eligibility because when you spend or give Zakah to them it amounts to 
saving your own liability. Hence parents, wife and minor children are excluded because a man is 
responsible to provide these with all living expenses the same he provides for himself. Spending 
on minor brothers is disputed among scholars as there is no text about it. But spending on the 
sustenance of adult brothers is not the responsibility of a person. This goes under the general 
solidarity of Muslims and Muslim communities for which Zakah is ordained. If the money of 
Zakah can be given to an adult brother so is the money of purification.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Rizwan  

Sent: Wednesday, May 20, 2009 

Location: India    

Question: Disposing interest money 

 Respected Scholar, 

Assalamalekum WRB, 

I live in India and as you know we don’t have an Islamic bank concept here. In such a scenario 

it’s difficult to find an alternative to save ourselves from interest money generated from our 

savings in the banks. As advised in Islam we at our family set aside this money to give to poor 

and needy with complete realization that we don’t earn any rewards[Sadaqah] out of it and 

neither this money belongs to us. 

My concern here is, is it wrong or inappropriate to give this money to relatives/close relatives 

even when they are in Dire needs of it? [I mean we avoid it since this money is impure and we 

try to help from Zakah budget or from our own money] 

To elaborate further I have a maternal aunt who is a widow and has 4 girl children out of which 

3 are from her Husband’s first marriage. I help her with my Zakah money for their day to day 
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expenses by lending a certain amount every month. But at times I am unable to help as I would 

have my own commitments. 

Sometimes I feel like helping her with this interest money as at times they have more needs like 

now when an alliance has been worked out for one of the daughter or for one of other 

daughters' education which us crucial for her future. 

Please guide me in this regard stating whether or not I can use the interest money to help 

them, so as to do the best thing in the sight of Allah. 

Jazakallah Khair. 

Thanks & Regards, 

Rizwan 

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rizwan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
YES, it is permissible to give interest money to poor/needy relatives for whom you are not 
responsible to provide financial sustenance. (A Muslim is required according to Shari’ah to 
spend on his needy parents, children and female unmarried siblings and of course wife 
regardless of need). In this case of maternal aunt my answer is of course you can give her your 
interest money, it is better to give it to a needy relative or neighbor than to a needy outsider 
following the same rule of distributing Zakah to the poor and needy. Finally, while giving away 
interest money is not considered Sadaqah it is surely InShaAllah rewarded for keeping it away 
from one’s own money and preserving own money pure and clean. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Sherif  

Sent: Monday, April 27, 2009 

Question: giving interest money to needy family members 

Assalamu Alaykum  

I hope you are doing well.  I also hope that your family is doing well too. 

We have two questions that we are hoping you can help us with: 

1. Can interest money be spent on family who are in need?  There is a guy who has money in 

the ban which he collects interest on.  He wants to clean his money now after knowing this 

money may not be halal.  He has a family back home which is in need of a car.  He is asking if he 

can spend this money to buy them a car. 

2. We have a brother who lent another brother a substantial amount of money as a no-interest 

loan.  The lender was expecting his money back within a short period.  And therefore, he was 

paying Zakah on it every year.  Now, it has been a long time and it does not look that the lender 
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will be getting the money back any time soon (especially in this economic situation, according 

to the lender).  Does he still have to pay for the Zakah el-mal on this money? 

Jazak Allah Khairun for the help.  I hope to hear from you soon InShaAllah. 

Salamu Alaykum 

Sherif 

My Answer: 

Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sherif 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1. Interest money can be given to poor relatives except those for whose living expenses the 
giver (person who earned the interest money) is responsible. This means you cannot give it to 
parents, grandparents, minor siblings and unmarried sisters. I wouldn’t recommend it for 
adult’s brothers either. The principle that applies here is the same as those to whom Zakah may 
be given. I have another point to add, in all our “back home countries” a car a luxury not a 
necessity. This interest money is made Halal for poor and needy because of their poverty, 
otherwise it is not Halal for a person who is not in poverty. I doubt that it is appropriate to buy 
a car with it for any family “back home.” On another point you may use that money to give a 
car to a charitable organization like Red Crescent Org. for official use because such 
organizations provide public general relief on charitable basis. 
2. It seems to me that once the due date passed and a debt is not paid back you cannot literally 
sort it as a good payable debt. In the case on hand if a long time has already passed after 
maturity the debt becomes no good! Hence, no Zakah is due on it until its collection and the 
next Zakah due date of the payer comes. As described and expected it seems this debt is now 
not subject to Zakah. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------------- 

From: Ali  
Sent: Monday, September 28, 2009 
Location:  
Question: interest money 
AssalamuAlaikum Brother 
Thank you very much for your valuable time. I really appreciate all the effort you have put into 
your website. It has been a valuable source of information for me. 
Please could you guide me for the following points? 
1 - In the UK the government provides new born children with £250 to invest in a trust fund or 
savings account. Now the only one available which is 'Shari’ah compliant' is provided by the 
children’s mutual. This company is mainly a company that deals in interest and invests in haram 
organizations, but provides this service for Muslims (similar to HSBC bank). They invest money 
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according to the FTSE Shari’ah Islamic Index. This index requires investors to pay 5% of any 
dividends. I believe this is also the same with the Dow jones Islamic index. I have read in many 
fatwas that purification is also required of any capital gains. Now because these indexes do not 
stipulate purification on capital gains, does this mean that these are not in fact Shari’ah 
compliant, and is my Childs money that is in this account halal? Otherwise I could deposit 
money into a traditional interest bearing savings account and discard of the interest.  
Purification is required of both dividends and capital gain, if you cannot acquire info you should 
do it to the best you can guess.  
2 - The Islamic bank of Britain invests savings of their investors according to the FTSE Shari’ah 
index. Therefore only pays purification on dividends and not capital gains. Should I deposit my 
money with the IBB? 
Yes you may deposit with it because it is better than conventional banks, you still make a guess 
on the purification of capital gain 
3- On IslamOnline.net an Egyptian scholar said that money from shares should not be used for 
Hajj as this money is doubtful due to company involved in interest. Is this the case with money 
deposited in Islamic banks that follow the Dow Jones and FTSE Shari’ah index where only 
money from dividends are purified and not capital gains. If this is the case is it better for me to 
invest in 'islamic bank' or a traditional bank. 
Money from interest should be given to Muslim charity and must not be used for Hajj or any 
other spending of yours because it is not yours! Money from Shari’ah compliant investment can 
be used for Hajj. OF COURSE, Shari’ah compliant investment in the West requires purification as 
mentioned above because this investment is based on tolerating small evils! Remainder can be 
used for Hajj. 
4 - My family bought the house we live in 1999 on interest mortgage. They did not look for a 
islamic mortgage, but there was none available at that time anyway. In 2007 my brother and I 
purchased another house to rent out. This was again on traditional mortgage. My brother done 
all the dealings as I didn’t know anything about it. We bought it so when my family and my 
brother’s family grow, we have enough accommodation. My question is, if this transaction is 
haram, does it mean that when one of us lives in it in the future we will be committing more 
sin? Any surplus income we make from it through rent - is this haram? If for some reason we 
sold the house, would the proceeds we make be haram? 
It is not Haram for any of you to live in this house, this reduces the mistake! Price differential 
should you sell it is not really Haram because it is a difference in value of house not on the loan. 
Yet, the fact that it is bought by interest loan make a serious point that needs purification 
through charity and good deed, there is no amount of this charity and its maximum is the full 
price differential 
 Ali 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ali 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please see my answers in red below the questions: 
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Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Housam 
Sent: Thursday, October 15, 2009 
Location:  
Question: Paying interest to charity 
Dear Dr Kahf: 
I have a question and I appreciate your help with an answer 
I have currently a retirement account (SEP type) and because of the market status I have it all in 
a money market account. 
I want to get rid of the interest given in that account on a yearly basis, what I am planning to do 
is to withdraw that amount from the account and pay taxes and penalty on it and then dispose 
of the rest to charity, is this the right way to do it or I have still to dispose of an equivalent 
amount to the interest paid without deducting the amount that is going to the taxes and 
penalty. 
Also do I have to get the amount that I need to dispose of from the account or I can pay it out 
from other source? 
Thank you much 
Housam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Housam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
You can pay the interest from other resources to Muslim charity. 
If you actually withdraw an amount (out of earned interest) and pay on it tax and penalty, this 
amount that is actually paid may not be considered earned interest because it is a cost of 
obtaining it, then you can only give the net interest to Muslim charity. What you cannot do is 
deduct an estimated amount on funds not withdrawn actually. How would you deduct an 
amount that is not charged? 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------- 
Dear brother 
but if I am going to pay the amount of interest to charity from other sources, then I have to 
estimate the amount that is going to be charged for taxes and penalty to be able to figure out 
the net amount of interest that I need to dispose of. 
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Please note that there is no way to avoid the taxes and penalty when withdrawing the amount 
from the account. 
So what should I do if I elected to pay that interest from other sources, do I pay the full amount 
or pay the estimated amount after taxes and penalty? 
Housam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Housam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
In my opinion you cannot do that, part of interest remains in your account because that is an 
assumption not a real loss. If you actually pay penalty and tax, then you can reduce earned 
interest by that but how would you reduce it if you did not actually pay it? You claim “I assume” 
but I still invest the total amount in my account and earn on it interest or permissible return! 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Hussein  
Sent: Wednesday, September 07, 2011 
Location: Port-Louis, Mauritius 
Question: Giving interest Money to Muslim Organizations 
Assalamu Alaikum Br Monzer  
Ramadan Kareem!  
An Islamic Bank in Mauritius will be disposing of the interest earned on deposits with the 
Government to charity. The intended beneficiaries will be Muslim organizations among others.  
What is your opinion on this issue? For what purposes (if any) can Muslim organizations make 
use of this money.  
Jazakallah 
Hussein 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Hussein 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Ramadan and the coming Eid are Mubarak to you and your family, 
Yes it is permissible to receive this interest money by Muslim charities because the evil is not in 
the currency but in the way it is earned (under some kind of necessity by IBs or for any reason 
by any Muslim). It preferred that this money should not be used to build mosques or buy copies 
of the Qur’an so that these things remain fully pure. Giving it to poor and needy is OK. 
Wa Allahu A'alam 
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Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
Assalamu Alaikum Br Monzer  
Ramadan Kareem!  
An Islamic Bank in Mauritius will be disposing of the interest earned on deposits with the 
Government to charity. The intended beneficiaries will be Muslim organizations among others.  
What is your opinion on this issue? For what purposes (if any) can Muslim organizations make 
use of this money.  
Jazakallah 
Hussein 

My Answer: 
Dear Br. Hussein 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Eid Mubarak to you and your family, 
Since you are already with the INCEIF, why don’t you continue with it for the Ph.D. I don’t know 
any PhD program in Islamic finance.   
Best Regards, 
Wassalam 
Prof. Dr. Monzer Kahf 
----------- 
Assalamu Alaikum Br Monzer  
Eid Mubarak!  
Thank you for your prompt reply. Your analysis and suggestion are highly appreciated.  
Please note that I have fully completed the CIFP course (INCEIF).  
I intend to do my PhD in Islamic Banking & Finance by distant learning.  
Your advice would be highly useful.  
Salaams to you and your family. 
Hussein 
My Answer: 
Bismillah al Rahman al Rahim  
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in  
Dear Br. Hussein  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh  
Ramadan and the coming Eid are Mubarak to you and your family,  
Yes it is permissible to receive this interest money by Muslim charities because the evil is not in 
the currency but in the way it is earned (under some kind of necessity by IBs or for any reason 
by any Muslim). It preferred that this money should not be used to build mosques or buy copies 
of the Qur’an so that these things remain fully pure. Giving it to poor and needy is OK.  
Wa Allahu A'alam  
Wa Alhamdu Lillahi Rab al Alamin  
Wassalam  
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Prof. Dr. Monzer Kahf 

************************************************* 
Subject: Loan service fees, late payment fees, collection fees 

 
From: Um Khaleel 
Sent: not dated 
Question: Difference between interest and a late fee 
What is the difference between interest and a late fee? 
My Answer: 
In the Name of Allah, Most Gracious, Most Merciful. 
All praise and thanks are due to Allah, and peace and blessings be upon His Messenger.  
Dear sister Umm Khaleel,  
There is no late fee in Shari`ah. If a debtor fails to pay a due debt and that failure costs the 
creditor any damage the debtor is required to compensate for that damage. This damage 
cannot be known in advance and determined in the form of a late fee. This also means that any 
already determined late fee may in fact include Riba because Riba is any increment in a loan 
(the actual cost of damage is not an increment in a loan but a remedy of damage caused by the 
debtor). This implicit Riba is haram and it consists of any surplus of the late fee above the actual 
damage.  
Allah Almighty knows best.  
----------------------------------------------------------------------------------------------------------------- 
From: Hisham; Munir  
Sent: Monday, September 28, 2009 
Question: Loan with processing fees 
AA Dr. Monzer, 
I wanted to ask you about 0% Apr credit card loans while they take 3% processing fee for the 
loan.  Is that allowed given that I plan to invest the money for a short period of time and pay it 
all back before the time comes when the interest fee starts kicking in. 
Your response is highly appreciated. 
Munir 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Munir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This processing fee include interest for the transfer. Processing of a loan may take ten or 
twenty dollars. Any amount taken beyond the actual cost of processing (literally the actual) is 
considered interest. Interest on a loan does not have to be periodical, percentage of principal 
or a function of time. Rather: any increment on the amount of the loan is interest. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
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Prof. Dr. Monzer Kahf 
--------- 
AA Dr. Hisham and Dr Hussein, 
Belated Eid Mubarak to you and your family. 
I had a question that I have been searching for answer for and emailed 
Dr. Monzer Kahf about (You probably know who Dr. Monzer is).  The question is listed below, 
and Also Dr. Monzer’ s answer is listed below. 
May you please share with me your input on the matter. 
"I wanted to ask you about 0% Apr credit card loans while they take 3% processing fee for the 
loan.  Is that allowed given that I plan to invest the money for a short period of time and pay it 
all back before the time comes when the interest fee starts kicking in." 
Baraka Allahu feekum. 
Wasalam, 
Munir 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Munir and Hussain 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I don't like this back and forth when we deal of a Fatwa. 
The 3% charge collected by a credit card company is interest because it is way above the actual 
cost of processing a loan on the credit card. 
If you take cash from a store and the store manager/owner asks you to pay the merchant fees 
that he pays to the credit card company that is usually 
2-5% because he is only doing you a favor by giving you cash and he should be compensated for 
the fee charged to him by the company. In this case the owner is correct and right but whatever 
you pay as a cost of taking the cash is again interest because it is not a real cost of processing a 
loan but an increment on the loan. This is interest. 
When you go to a merchant and he asks you to pay extra if you pay by credit card for what you 
purchase (in the Middle East, Europe and in America too) is a different matter. Some 
merchant’s cuts their profit to a minimum that does not include the charge of the credit card 
(by the credit card company on the merchant) this is why they do not like to take credit card 
but if they have to they ask for an extra 3%. This is not Riba but pure permissible sale. It is more 
common in the Middle East because use of credit cards is not as common and because of they 
cut more edges on prices. It does exist in America and Europe in some gas stations and small 
retail shops. Of course large stores have more profit margin that they do not need to do that. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------- 
Salam Br. Munir, 
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I am cc'ing Br. Dr. Monzer above who is known as an expert on Islamic finances.  I had the 
honor to host Br. Monzer in the 80's when I was at Stanford when I was active in ISNA as a West 
Zone representative.  
I myself agree with Br. Monzer on what he said.  There is a huge difference between buying 
things using a credit card and taking a loan on your credit card.  The first one gives you around 
45 days to pay in full with no interest incurred while the latter charges you interest from the 
first day.  That is why I have my credit card linked to my checking account and deducted in full 
at the end of the month from my checking account. 
Any transfer usually costs around $20; the strange thing is that overseas like in the Middle East, 
most stores add 3% to the price if you use a credit card which is illegal if reported to the credit 
card company. 
Salam, 
Hussein 
------- 
Walikum assalam, 
Jazakum Allahu Khairan, 
I asked for me personally as several people brought the issue up recently and they are 
practicing it. They take the money and invest it and before the due deadline they will pay it 
back in full and not incur any interest charges. I have close relatives who did that. 
It seems from what you are saying that the "transaction" fee being 3% of the borrowed amount 
is too high and is considered interest even if they are masking it and giving it another name 
(tala3ub fil 'asmaa'). 
I looked online, including Islamonline, and couldn't find a clear answer for this question. Maybe 
this is a good time to have a written answer from qualified people like you. 
Wasalam, 
Munir 
------- 
Assalamu Alaikum Munir, 
I have not had the pleasure of meeting Dr. Monzer to this moment. I have met several of the 
younger "Kahfs" and have always held the family in high regard. May Allah bless them all. Now 
that I am in New Jersey, I have a chance to meet more of them Insha’Allah. 
I agree with everything said so far about this charge being interest. I do, however, want to bring 
up the Hanafi provision for Muslims living in non-Muslim countries to be involved in contracts 
that would be prohibited under Islamic law, including those involving Riba.  Some scholars 
might allow borrowing money the way you describe based on the hanafi provision.  One of the 
key reasons behind this provision is that Muslims should not be put at a disadvantage, because 
of being Muslim, in a system that is not based on Islam.  We have discussed that in the past in 
some of my classes and analyzed a lot the pros and cons of adopting such a position.  In the 
case you describe, however, I don't think the hanafi provision applies.  The main reason I think 
so is that a person taking such loan is assuming the entire risk of the business they embark 
upon. So, in case of loss, the lender would be left with having to pay back the loan, most likely 
with interest that would keep accumulating for as long as they are unable to repay in full.  I am 
just bringing this up in case someone argues. w'Allahu A'lam. 
Hisham 
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My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear All  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please notice that this Hanafi position does not apply except for Muslim in the occupied land of 
Palestine, WE ARE NOT IN DAR HARB LIVING IN AMERICA. It is a false argument. Besides, 
applying it in America and Europe falsifies any need for Islamic banking and finance and any 
effort to create them in these lands. 
Please do not cc me of any further dialogue on this matter!  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------- 
From: Amina  
Sent: Monday, September 06, 2010 
Question: Late fee 
Assalam 'alaykum wrahmatullah respected Shaikh, 
Insha’Allah you are in best of health and iman, 
Forgive me for taking your time. I have a question that I wanted to ask please. 
I am enrolled in an Islamic institute and they expect us to pay the fees by the fifth of every 
month. However, if someone delays paying (which I know is wrong without valid reason) they 
charge a late fee. I am not comfortable with this late fee thing as I came to know that unless the 
two parties have agreed beforehand, or are in a construction business, or if it’s issued by a 
Shari'ah judge then it’s fine but otherwise its Riba. Is that true? As far as I know when I 
registered in the institute there was no such agreement or clause. It’s their policy but it was not 
mentioned anywhere while registering. 
The late fee is very minimal but money is not, Alhamdulillah, the concern but I just want to get 
clarification whether its Riba or not. Insha'Allah please shed some light on it. 
JazakAllah khayr for your time. 
Wa ‘alaykum assalam warahmatullah 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Amina 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Whenever there are funds that are required, by agreement, to be paid at given times a fine is 
permissible to charge provided the creditor/person to whom funds are due can only take out of 
it the amount that compensates him for actual cost caused by the delay of payment, the 
remainder of the fine should be given to Muslim charity. 
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The rationale is: if there is no fine every one may delay payment, this disturbs the plans of the 
other party which is injustice and harm done to this party. The objective of a fine is twofold: 1) 
to deter the debtor from delaying; and, 2) to compensate the creditor. In Shari’ah it is 
permissible to compensate for any actual expenses not for presumed “cost of money”. This is 
why we use the fine to compensate for only actual cost and since the remainder, if given to 
creditor, would amount to interest we do not give it to him but rather to Muslim charity. The 
fine you mentioned is permissible provided the institute uses it for charity (e.g., scholarship 
fund to poor students). 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Talaat  
Sent: Saturday, December 11, 2010   
Question: Collection fees 

 هذا سؤال لشخص في المسجد أنقله لفضيلتك
 .فوريا و تؤجل الدفع ال تدفعنتعامل معها  التياملك شركة شحن و في كثير من االحيان الشركات 

 :السؤال
  % حرام؟ 10او  16من العمالء مقابل  شركتيهل اذا استئجرت شركة لجمع مستحقات  -1
% و هم يتولون تحصيلها بمعرفتهم، هل في 10على العمالء مطروح منها  التي مستحقاتي تعطينياذا تعاملت مع شركة  -2

 ؟شيءهذا 
 جزاكم هللا خيرا

Talaat 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Talaat 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I am afraid the question is about factoring but put in a simple way that gives nuance but not full 
description of what is it. It looks to me like hiding the true matter! 
Factoring is giving your bills that have future maturity dates to a finance company that pays you 
now an amount calculated on the basis of certain percentage monthly. This is equivalent to 
discounting promissory notes with companies instead of discounting them in banks. The 
difference is interest pure and clear. This factoring is Haram. 
On the other hand collecting bills and promissory notes for a commission is permissible. The 
basic difference is very important: ANY BILL THAT HAS A FUTURE MATURITY, PAYMENT BEFORE 
ITS MATURITY OF AN AMOUNT LESS THAN THE FACE VALUE OF THE BILL MAKES THE 
DIFFERENCE INTEREST because it’s an increment over the amount given at present for a future 
debt of a larger sum. This is exactly what interest is. 
If bills are due immediately or already due yesterday but not collected yet, it is permissible to 
hire a company to collect them against fees. (Usually these fees are very small that cannot be 
10 or 15% unless you are talking about bad debts that could not be collected in years and 
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months).  Giving a present value for future debt makes the difference interest pure. It is not 
acceptable in Shari’ah. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

----------------------------------------------------------------------------------------------------------- 
From: Samir  
Sent: Monday, September 06, 2010   
Location:  Savage, Minnesota  
Question: Financing small start-up businesses 
Assalamu `Alaikum, Dr. Kahf 
I am interested in learning about the Islamic way of financing small start-up businesses. 
Would you please direct me to any references on this subject? 
Jazaka Allahu Khairan, and Ramadan Kareem! 
Samir 
My Answer: 
Dear Br. Samir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The internet has many references but be careful some are not really screened.  
I suggest to you to see the websites of the Islamic development bank, Prof M N Siddiqi, 
M Anas Zarka, M Omer Chapra, mine at www.kahf.net. There are there many things to 
benefit from. Remember you should always be critical. 
If you want to take formal study and degrees there are several Universities that offer it 
in Malaysia, Jordan, Qatar, Pakistan and others. 
Best Regards, 
Wassalam 
Monzer Kahf 
---------- 
Wa `Alaikum Assalam Wa Rahmatullah Wa Barakatuh, 
Dear Dr. Kahf, 
Jazaka Allahu Khairan--InShaAllah I will look up these names and their works.  (As for 
being critical, I don't know that I currently have the tools to be critical in this area--I am 
so thirsty for knowledge about the practical side--the actual workings--of Islamic 
economics that I will probably trust any authoritative reference at this point; that is why 
I am so grateful for your pointing out specific names to look up.) 
1.  Part of the reason for my question was that I currently work for a non-profit 
organization, Neighborhood Development Center (which has a continuum of programs 
for low-income aspiring entrepreneurs, from writing a business plan, through obtaining 
a small business loan and getting business, legal, and technical assistance, to 
establishing their start-up business in a business "incubator"--usually an old building 
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that has been renovated for this purpose within a historically "underserved" 
neighborhood) and we do offer a "Riba free" financing alternative (as part of our loan 
program).  However, this consists mostly of a "buy-sell agreement," where a grocery 
owner needs a new walk-in freezer, for example, and we would purchase it for, say, 
$5000 and resell it to him with a 10% profit (and he would be able to pay for it over 
time).  Of course, we do get into long explanations with our (mostly) Somali 
entrepreneurs when the amount they have to pay exceeds $5500.... But that is another 
discussion. 
I was trying to find out if there are other practical Islamic financing options for small 
businesses, beyond the "buy-sell agreement."  Small businesses, of course, need start-
up working capital or need to have a space remodeled or electrically rewired or 
upgraded (plumbing, for instance)--all beyond the scope of a straightforward buy-sell 
scenario.  Are there institutional "good loans" in Islamic financing, and, if so, how does 
the institution make a legal profit?  Or if 10 Muslims came together and invested $5000 
each in a small start-up business, what kind of contract would regulate their 
contributions over time (whether they are working or non-working partners) and for 
what time limit?  These are the types of questions I am trying to answer, as well as 
become educated in alternatives I have never even considered, but that, I am sure, have 
been successfully developed and applied over our 1400 year history. 
2.  Briefly about me (I usually don't like to do this, but I feel this would give you a better 
picture of where I'm coming from--no pun intended :)).  Alhamdulillah, Allah SWT guided 
me to Islam 23 years ago--the best thing that ever happened to me.  My grandparents 
came from Syria and Lebanon and settled in Egypt many years ago; they were mostly 
Greek Catholic and Greek Orthodox.  I was baptized in the Roman Catholic Church (to 
avoid any conflict between the two previously mentioned churches).  I went to a French 
Jesuits school in Cairo, where I got an excellent basic education (but argued my way out 
of religion class at age 16 and out of any kind of formal religious practice--Catholicism 
did not answer any of my "important" teenage questions), then to the American 
University in Cairo, where, after studying physics and mathematics for two years, I 
finally obtained a degree in English and comparative literature (French and Arabic).   
After college, I worked in Kuwait from '78 to '85, then went back to Cairo for a year, 
where I met the lady who would become my wife, got reintroduced to Islam (seriously 
this time); we came to the United States in 1986, I became a Muslim--Alhamdulillah--
and we got married.  Today, both my wife, Magda, and I are quite active--Alhamdulillah-
-in educating non-Muslims about Islam.  I'm 56, but I have so much more to learn and 
teach, InShaAllah. 
3.  Dear Dr. Kahf, I have come to realize in the last few years what an "oppressive" 
financial system the world has been living in.  And I know in my heart (if not through 
direct practical knowledge at this point) that Islam does provide solutions to remove 
such oppression.  The time is so ripe, right now, for an Islamic financial alternative that 
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will replace oppression with justice and equity.  How great a da`wah boost that would 
be if we could provide relief from what oppresses people most in this and other 
countries--debt that results from interest!  And it does not need to start on a grand 
scale; it can start with a simple program of true interest-free financing of small startup 
businesses at the neighborhood level--a sort of modular program that can be replicated 
locally anywhere! 
I know I may be dreaming, but I am so passionate about finally applying what we have 
been given in the Qur'an by our Lord and Creator SWT for our benefit and success in this 
world and in the hereafter. 
Forgive me for a longer letter, but it is not every day that an ordinary person like me can 
communicate directly with a real scholar.  And for translating Dr. Al-Qaradawi's 
wonderful book about Zakah you have, Dr. Kahf, my highest respect.  May Allah SWT 
increase us in knowledge and guide us to the deeds that HE SWT approves of and 
accepts--Ameen. 
Respectfully, 
Samir 
PS.  I wish Dr. Al-Qaradawi would update one of his older books:  مشكلة الفقر وكيف عالجها اإلسالم; 
it is also so much needed today! 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa 
ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Samir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
First, Kull ‘Aam wa’antum bi Khayr. 
You gave me a lot of inspiration in your questions and story. The practical approach to 
poverty alleviation is very different from the theoretical discussions. As you notice 
educating and rehabilitating the poor is the most important ingredient of this process. 
How about creating an Islamic organization for this purpose here in America to which 
you provide the practical experience?  
I can describe to you here some other interest free contracts that provide venues for 
other financing needs and we can develop the contract in such a way that is consistent 
with the law of the land:  
Istisna’ is the contract that answers the needs for repair works of a shop where you 
combine material and labor cost you add a profit mark up and price it to the small 
entrepreneur, Musharakah and Mudarabah accommodate sharing the profit between 
partners, some of them may be dormant (in Mudarabah) yet they share profit. All these 
contract provide an exit to the financing institution through time limited partnership 
and a given number of installments in Istisna’ similar to installments of Murabahah (sale 
of credit as you described it).  
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We can start this Islamic organization of micro finance (that I like to see it non-profit) 
with seed money from donations and borrowed money (goodly loans only) but once it 
has some past record it can qualify for government grants. There is a possibility that we 
put it under the banner of Islamic Relief if you know this organization? My disadvantage 
is, in addition to my age, that I am still working in Qatar, teaching Islamic finance so that 
most of the year |I am physically overseas.       
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------- 
From: Rasha  
Sent: Thursday, March 10, 2011 
Question: Service fees and late fees in microfinance 
Aslamo Alaykum wa Rahmatu Allahi wa Barakatuh Dr Kahf, 
I hope this email finds you well. I am sorry for sending the promissory notes later than the date 
I specified, I wanted more time to revise and finalize them. Please find attached the two 
promissory notes that will be signed by ACCION USA and borrowers.  The file named "CLEAN-
Promissory note with UCC vPQ" is mandatory. The other file is required in case of taking a 
vehicle as a collateral. I am also attaching a list of other applicable fees and charges that a 
borrower may pay. 
Please inform me how many hours you may need to revise the notes. 
Thanks a lot 
Rasha 
My Answer: 
Dear Sr. Rasha 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thanks for the phone call that I feel sorry to have missed it. 
Is what you who sent me the same promissory note twice, is there any difference between the 
two documents that are called both promissory note? 
I cannot approve of this document as it is because the amount of service fee ($45 a month) is 
clearly interest.  
However, if:  
1. We make the service fees in the area of about 1-2% of the amount of the loan and add a 
sentence to the effect that this is for the cost of administration and if it exceeds the amount of 
actual administrative expenses, the remainder shall be given to direct charity (I.e., charitable 
organizations or poor and needy, not added to ACCION funds) at the discretion of ACCION.  
2. We either reduce the return check and insufficient fund fees to a reasonably small amounts 
(these charges are very close to what banks charge and they include interest as well known in 
the literature) or retain the amounts of these fees but add a sentence that it any extra above 
actual cost of the transaction is going to be given to direct charity.  
I can then accept the document as a loan free of interest.    
Best Regards, 
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Wassalam 
Monzer Kahf 
---------- 
Aslamo Alaykum Dr. Kahf, 
Thanks a lot for your reply. At the beginning I would like to ensure you that in personal terms, I 
have no intention to be responsible for setting up a loan program that is based on interest, and 
in no way I have an intention of committing this sin. (I even have never deposit my personal 
money in a saving account that incurs Riba) 
I read your reply and I think I should have clarified how we came to the figure of the service fee; 
I apologize for not informing you about it. I think I did so because when I asked what 
documents you need, the promissory notes were the only documents required by you.  
I based the halal loan service fee on a paper that is published by Islamic Relief named "Micro 
Finance Theory, Policy, and Practice". It tells about its microfinance experience in some 
countries. Please find attached this paper.  
Please bear my ignorance in Islamic finance as a non-specialist, I acknowledge myself as from 
elaama (people who do not have Islamic education) However, I am a Muslim who is exerting 
effort to do well.  
Please find attached a file that explains how we calculated the fees. 
Thanks a lot 
Rasha 
My Answer: 
Dear Sr. Rasha, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please be assured that I trust you and never thought of you being a compromiser on religiosity 
or faith. That is not an issue at all. 
Please read my comments on your calculation of fees. I think if you make adjustment either to 
reduce fees for lower strata of loans or make it percentage of the amount of loans, you may 
then open up, it is only a misunderstanding and misreading on the part of those who 
interpreted the decision of the OIC FA regarding IDB’s loans. IDB does not charge an amount or 
an arbitrary percentage. It is the actual moving average cost for the past 5 years as an 
approximation of the actual cost for the present year. 
I commend your efforts and suggest making the administrative fee (I suggest calling it (Adm. 
Cost Fees) either on categories like 1-3K, 3001-6000, 6001-10000, etc. or a percentage of the 
amount. Also take care of other fees either by distributing it to charity or reducing it 
reasonably.  
Best Regards, 
Wassalam 
Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------ 
From: Rasha 
Sent: Saturday, December 11, 2010 
Location: Columbia, USA 
Question: Microfinance Fatwa 
Aslamo Alaykum Dr. Kahf,  
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My name is Rasha. I work as an intern in a microfinance institution in the USA that lens capital 
to micro entrepreneurs. I proposed to the management to establish a free interest rate loan 
program to serve the Muslim community. I would appreciate your help to tell me a fatwa about 
the following.    
The product that is sold is the lending service and not the “money”. Fee charged is for the 
lending service and not for the money. Service fee is based on actual costs and not on interest 
rates. Service fee takes the form of a flat rate that is invariable to loan size, however; it is 
variable to service period.  
The question is: in case of late payments on the side of the borrower to the lender, is it 
allowable to collect late fee service. I understand that attempting to earn extra revenue due to 
the passage of time may be haram. However, the main point is to enforce the borrower to pay 
his debt. This is because if there is no late re-payment fee, then the borrower will not feel 
obliged to pay on time. So, now my question is: Taking into consideration that for a borrower to 
pay his debt, he pays it on monthly installments, is it permissible to charge a fixed amount of 
late repayment fee that is invariable with loan size as an enforcement tool to encourage him 
pay debt on time. This fee will be required after being 5 days late in repaying the installment 
amount on its due time.  
Example: $30 will be charged as a late repayment fee that is required to be paid for EVERY 
monthly installment he does not pay on time. This $30 amount accumulates as the number of 
late monthly repayments accumulate. E.g. 3 late monthly repayments will be charged $90.  
Thanks you very much  
Rasha 
My Answer: 
Dear Ms. Rasha 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh  
I think you need to give me the full picture if you want a meaningful help from me. Otherwise a 
partial fatwa may be placed in an unfit context.  
What is the difference between lending service and money? Do you mean that the 
microfinance institution does not give money and only provides help to get money from other 
institutions? Here again if this money is given on interest basis, helping it is as Haram.  
Additionally there is no difference from the point of view of Halal/Haram whether the 
increment is a lump sum or a percentage whether related to time or to size of loan. Interest is 
an increment in a debt and simply a debt does not generate increments by its nature. Real 
assets generate increments in the form of increase because of external factors such as market 
supply and demand or in the form of a physical increase as when a cow gives milk or baby cow. 
This is why we always insist that Islamic finance is asset based in contrast to debt based.  
I think the main issue should be tackled first. Once we settle the main issue of provision of 
finance to micro-entrepreneurs via methodologies that are Shari’ah compliant the issue of late 
fees can easily be solved, it is a side issue. Late fees are needed as deterrent and as 
compensation. The claim of compensation of time in regard to debt is not rational because it is 
based on an assumption that a debt creates increments through time. Factually, it does not. 
Compensation for actual (in contrast to presumed) damage caused by delinquency is 
permissible in Shari’ah. The deterrent objective of late fees cannot be achieved without a 
relatively large late fee that creates fear from delaying an installment after its due date. This 
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large sum is not earned by the creditor while we want to be serious (to achieve the objective) in 
charging and collecting it. the solution is derived from the principle of “funds that are not 
deserved by a person whose hand is on them.” this principles requires that such fund be given 
for charity to the poor and needy because while this money is not earned by anybody assigning 
it to the poor legitimate because the poor deserves a help regardless of who owned it. this 
means that in Islamic finance: we charge a handsome late fee but we do not take as revenue to 
the creditor but to be given to charity, preferably (but not necessarily) Muslim charity because 
poverty among Muslims is higher in today’s world .  
Best Regards,  
Wassalam  
Monzer Kahf  
------ 
Thank you very much Dr. Kahf for your help. I really appreciate it.  
I think I did not clarify the picture to you as it should be, so, I will do it now, InShaAllah.  
First of all, I work as an intern in a US microfinance institution that is non-for-profit. It has a 
social mission of alleviating poverty through helping micro-entrepreneurs establish and expand 
their businesses as small business are considered to be the engine of the economy.  In addition, 
low-to moderate income business owners who we serve are usually excluded by commercial 
banks because their small business lending requirements is not served by traditional banks or 
because they have bad credit scores; thus, their borrowing requests are not approved.  
I meant by “the product that is sold is the lending service and not the money”, that we are not 
selling loans. Instead we charge fees for providing the service that helps micro-entrepreneurs 
have access to capital. The service implies all activities that allow us get money that we can lend 
(e.g. grant writing), lend the money to potential borrowers (e.g. marketing, loan consultancy, 
underwriting), and get the money back from the borrower (e.g. collection services). We charge 
fees to cover the cost of this service I.e. the administrative cost.  
In fact, even with the interest based lending methodology, most MFI including mine do not 
cover their administrative costs; instead, they depend on grants to fill in the financial deficit. 
Moreover, we do not expect to cover our administrative costs even in the halal loans project 
unless we have huge number of clients.   
Usually any non-for-profit microfinance institution has two sources of lending funds (money 
lent to borrowers). The first source is grants and this is a zero cost funding. The second source is 
banks such that the MFI borrows money from banks by a reduced interest rate then it lends this 
money to borrowers who in fact incur the interest rate of the bank. As for the halal loans 
project, the only lending funding resource that will be used is grants because it is zero cost and 
implies no interest rate.  
It is worth to mention that the purpose of the loans is to help micro-entrepreneurs establish or 
expand their business I.e. for business purposes only. However, my MFI does not involve in 
business partnerships with borrowers, it does not share with them management decisions, 
profits or losses; management is all up to them; thus, the whole profit or loss is theirs.  
As for your insight regarding late fees, you said: “… we charge a handsome late fee but we do 
not take as revenue to the creditor but to be given to charity”. If you please me, I just would 
like to understand what the point behind giving it to charity is. In fact in case of delinquency 
there are additional administrative activities that take place to enforce this delinquent 
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borrower to pay his/her debt e.g. phone calls, emails, official letters, site visits, internal 
documentation of the case, and in severe cases, activities that may take place will be more 
costly e.g. selling collaterals, going to court, etc. The point is that in case of delinquency, we will 
be incurring additional administrative fees and even the $30 late fee may be or may be not 
covering the administrative costs depending on the intensity of delinquency.  
Finally, I really appreciate your help and may God reward your effort.  
Thanks a lot   
Rasha 
My Answer: 
Bismillah al Rahman al Rahim  
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in  
Dear Sr. Rasha  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh  
First please realize that I have my own responsibilities to attend to and can’t always be as quick 
in responding as I like and good people like you want me to be.  
For the late fee: you are permitted to write against it all actual additional cost caused by the 
delinquency. This I already said in my first email. Any amount above actual additional cost 
should be given to charity. Most Islamic banks take all the delinquency fee to the charity 
account simply because they want to be on the safe side.  
If your organization, as described, is not a lending institution but a solicitor and supportive one. 
And if it is in deficit as explained. I would argue that all the collected fees can be kept by this 
organization even when the actual cost is below the amount of fees.  
What is not permissible in Shari’ah is for the creditor to get any additional sum as a result of 
delinquency because that it is increment in a debt for time which is prohibited in Islam.  
On the alternative approach for providing finance to Micro enterprises, the easiest way is to 
give them Murabahah:  buy the goods and services they require (specifically ask for) and sell 
them to the ME on credit at a higher price. Of course giving money from grant with no interest 
is always permissible.  
Wa Allahu A'alam  
Wa Alhamdu Lillahi Rab al Alamin  
Wassalam  
Prof. Dr. Monzer Kahf  
------------------------------------------------------------------------------------------------------------------------------- 
From: Abubakar   
Sent: Monday, August 06, 2012    
Question: Loans with processing fees 

 فضيلة الشيخ المكرم األستاذ الدكتور منذر قحف
 السالم عليكم ورحمة هللا وبركاته

أسأل هللا أن يتقبل منا ومنكم الصيام والقيام، وأرجو أن تكون في تمام الصحة والعافية، فضيلة الشيخ وجه إلي سؤال حول 
حكومة الوالية برنامج مساعدة المزارعين عن طريق القرض وذلك مسألة فيما إذا كانت تأخذ حكم الربا أو ال وهي: أصدرت 

على أن يتم السداد باألقساط، من غير زيادة أي مبلغ ولكن الحكومة تأخذ مبلغ ألف نيرا تكلفة  ابإقراضهم مائة ألف نير

 .االستمارة فهل المبلغ المسمى المأخوذ باسم تكلفة االستمارة يأخذ حكم الربا
 .وفقكم هللا
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لسالممع ا  
  أبوبكر

My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dr. Abubakar 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
First Ramadan Mubarak to you and your family and May Allah give you many blessed return to 
this glorious month.  
It seems that this fee of N 1000 is a partial recovering of administrative cost. both its amount 
and its relation to the application point out to this. I am definite that the cost of processing 
these loans must be much higher than N 1000.  
I believe that we should take the words of people for their face meaning unless we have 
evidence otherwise. This amount is said to be processing fee of the application, its size supports 
this and therefor I would consider this loan permissible from Shari’ah point of view. 
We have overwhelming evidence that the cost of processing a loan is not Riba and is chargeable 
to the borrower. These include Verse 9:90 ( لما على المحسنين من سبي ) and decision of the OIC FA in 
regard to the IDB questions in 1986 in addition to the many texts in classical Fiqh writings.  
As a matter of fact most Islamic banks charge an un-refundable fee of a small amount 
(regardless of whether the transaction goes through or not) for the application of any finance 
transaction; a matter which gains the scholarly approval on the same basis.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

********************************************** 

Subject: Providence Funds and Retirement Accounts 
 

From: Samy, Islam on line  
Sent: Sunday, February 10, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: government employees are required to contribute to Providence fund 
My question is that I am serving in government department and my department is 
subscribing/deducting Provident Fund which is compulsory. Please tell me that profit on this 
provident fund is Halal or otherwise? It is further added that there is no security to other 
departments in Pakistan where I can invest my savings. 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
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Dear Br. Yousuf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If the fund distributes profits to subscribers, determination of the legitimacy of such 
distribution depends on the source of the profit. Therefore I need a lot more info on whether 
there is distribution, what is the profit you mentioned?  And also info about the investment the 
funds undertakes. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------------- 
From: Dya  
Sent: Saturday, December 11, 2010  
Question: Providence fund 
I and my Fiancé have a few questions involving Riba and hope that you can help. 
1) In our country, a portion of our monthly salary is deducted to be put into the Central 
Provident Fund which does accumulate an annual interest of 2.5% (This deduction and 
accumulation of interest is compulsory for all persons legally employed in the country earning 
more than $500 and the funds collected are invested by the government. The investment are 
done without us having any power over where or how it is done.). Our money which has been 
set aside in this fund can be used for purchasing our homes and paying for our medical bills. 
Thus my questions are as follows. 
a. Will we be responsible for this accumulation of interest and be considered to have sinned in 
regards to the laws of Riba? 
NO, you are not committing a sin by working in this country and it is not you who is dealing in 
Riba, it is the Providence Fund management. This deduction represents a saving to you for old 
age, it is not a bad idea at all, rather it is an idea that Shari’ah encourages. The government 
regulates and uses this savings in a way that is not Shari’ah compliant, this is not your sin. If the 
government credits to your account the actual profit from using these savings and the use is 
not in Haram area (say in construction of residences) while it guaranteed minimum of 2.5%, it is 
permissible to take these additives along with the principal amount deducted from your 
salaries. But if the government takes it from you and just gives you 2.5% interest considering it 
a loan to the government, this interest is Haram to use for your own objectives. Rather YOU 
MUST TAKE IT AND GIVE IT TO MUSLIM CHARITY OR POOR AND NEEDY MUSLIM PERSONS. 
Same if the government gives you actual profit but it uses the money in Haram ways like 
lending it to banks. 
b. Should we one day utilize this fund money to purchase our homes or pay for our medical 
bills, will we also be considered to have taken part in the dealings with Riba? 
When you use to buy a house or for medical bills, use only the accumulated deduction and any 
Halal addition. This is why you should keep an account (I think the fund usually send you 
statement to that effect) of the principal and the interest, any amount you withdraw above the 
principal should be given to Muslim charity.     
c. We analyzed that the only way we can truly escape Riba is to move to another country where 
we will be separated with our families. Should we go to such extremes? 
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There is no urge or need to leave your families. You may stay and accept the deduction and 
avoid interest by giving it to charity you are not the one who is earning it or asking for it.    
2) Should we proceed to purchase a home with the money in the fund, and then in a few years’ 
time decide to sell the house, the amount of money which we have used from the fund will be 
deducted from the sale proceedings and put back into the fund including the accrued interest 
which would have been accumulated (These are all compulsory and the amount will be 
automatically transferred back into the funds account by the government upon completion of 
the house sale). Thus my question is as follows. 
a. Will we then be considered as a giver of Riba and be dealt with accordingly in the Islamic law 
pertaining to Riba? 
If you buy a house and money should return to your account in the providence fund with 
interest charged to you to the benefit of your account in the fund. You need not worry about 
paying this interest because it is in fact not interest as you pay it from your pocket (or account 
in your bank) to another account (with the PF) that you own. In other words, it is from you to 
you. This cannot be interest as we know it that is prohibited in the Qur’an. What is prohibited is 
paid from one to another. This is equivalent to the government telling you: you can use the 
money you have in this account provided you save in the future to your own self a larger 
amount that the amount you took. This is permissible for the government to impose it on you 
and permissible for you to do. 
Finally, please remember that OUR BELOVED Prophet said that we are not responsible for what 
is imposed on us, whether by law or any other force.  
We hope that you can assist in clearing our doubts as we have spent a lot of time trying to find 
the answers to our questions and could find nothing that could help us. Thank you so much for 
your time. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Dya 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
You could have said from the beginning that you are talking about Singapore CPF. I have a 
Fatwa about it on my website. I was asked the question many years ago. 
Now, what I said in my previous email to you is still valid and I like to make an addition.  
1. To my understanding this CPF gives benefits in accordance with circumstances of the 
employee and her/his family in ways that are similar to insurance. I mean by that when the 
employee reaches retirement age, the benefit is calculated on the basis of number of years 
served, salary in the last few years, size of family, health conditions (as in case of disability). 
Also in case of death, there are benefits to widow/er and minor children, etc. if this is the case 
you do not worry about interest credited annually to your account and all these benefits are 
permissible on the ground that they are benefits for these situations given from government. 
This is inspite of the fact that interest is credited on the deductions.  
2. On the other hand, if the CPF is operated as a saving fund: meaning at the time of retirement 
or death, the employee (or survivors) is given only the amounts deducted plus accumulated 
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interest. If this is the case, then this accumulated interest should be given to charity it is Haram 
to acquire for yourself. 
Please correct my understanding on this point, does the fund operate according to 1 or 2 
above? 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------- 
Dear Sir 
Assalamu Alaykum and thank you so much for your prompt reply.  
In regards to my 1st (Q1a) question, can I further clarify so as to be sure?  
1) In our country, a portion of our monthly salary is deducted to be put into the Central 
Provident Fund which does accumulate an annual interest of 2.5% (This deduction and 
accumulation of interest is compulsory for all persons legally employed in the country earning 
more than $500 and the funds collected are invested by the government. The investment are 
done without us having any power over where or how it is done.). Our money which has been 
set aside in this fund can be used for purchasing our homes and paying for our medical bills. 
Thus my questions are as follows. 
a. Will we be responsible for this accumulation of interest and be considered to have sinned in 
regards to the laws of Riba?  
NO, you are not committing a sin by working in this country and it is not you who is dealing in 
Riba, it is the Providence Fund management. This deduction represents a saving to you for old 
age, it is not a bad idea at all, rather it is an idea that Shari’ah encourages. The government 
regulates and uses this savings in a way that is not Shari’ah compliant, this is not your sin. If the 
government credits to your account the actual profit from using these savings and the use is 
not in Haram area (say in construction of residences) while it guaranteed minimum of 2.5%, it is 
permissible to take these additives along with the principal amount deducted from your 
salaries. But if the government takes it from you and just gives you 2.5% interest considering it 
a loan to the government, this interest is Haram to use for your own objectives. Rather YOU 
MUST TAKE IT AND GIVE IT TO MUSLIM CHARITY OR POOR AND NEEDY MUSLIM PERSONS. 
Same if the government gives you actual profit but it uses the money in Haram ways like 
lending it to banks. 
In regards to the section in green, I would like to confirm that we are guaranteed a minimum 
2.5% interest on top of our principle sum (e.g. The government invest and earn 10% and return 
a minimum 2.5% to us in the form of 'interest' to the provident fund account. Thus in the case 
the term 'profit' and 'interest' could be used quite confusingly). We are not entirely sure in 
what way the government uses our money in the funds. Thus we also are not sure/informed if 
they are using it in Haram areas or otherwise.  
- You mentioned that in this case it is permissible to take these additives (meaning the interest 
portion?). Does this mean, that we will be allowed to use these additives as well when we 
decide to buy a house? Or must we give these additives to charity? 
- In this case, as we are unsure of how they make use of the funds (Haram or otherwise), is it 
still permissible for us to take the additives? 



 

89 
 

I would like to thank you once again for taking time to help us clarify our doubts. May Allah 
SWT bless you for all the help that you have rendered to us and beyond? 
Regards, 
Dee 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Dya  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please see below: 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----- 
Dear Sir 
Below is a link for you to better understand the Provident Fund System in our Country. Via the 
article, it could probably help to determine if the investments of the Provident Funds are of 
Haram areas or otherwise. Thank you.  
Regards, 
Dee 
------- 
Dear Sir 
Assalamu Alaykum.  
The CPF System in Singapore works as per point 2 from your previous email. Its acts like a 
savings system and does not base its given amounts in accordance to the individual's 
circumstances or situations. All given amounts are based on the deductions of the individual 
salary and interest given only.  
The explanation that has been given to us as to how the money in the fund are being used has 
been quite controversial as what you can see from the article link I have forwarded previously. 
The main explanation given to us is that the CPF board loans the government the monies in the 
fund in return for a fixed interest rate of a minimum 2.5% to its account holders. Thus even if 
the government were to make a loss in their investments, the 2.5% minimum still applies.  
In this case, can I safely say that we will need to take this portion of interest and give them to 
charity before we can utilize our money in the fund to purchase a house? 
Thank you. 
Regards, 
Dee 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr.  
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Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
What the CPF management does with the money and what the government does with the loan 
it takes from the CPF are immaterial to you as a depositor with the CPF.  
If you are 100% sure that the fund does not work on benefits basis but rather only returns to 
you accumulated deductions plus interest, then this interest should be given to Muslim charity 
when you collect it, you should collect it from the CPF. Its collection begins after you recover all 
your principal. 
Using any part of and all your contributions to buy a house or pay medicals is permissible 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------------- 
From: Asharaf  
Sent: Wednesday, August 15, 2012   
Location: USA 
Question: Loan from my retirement account  
Dear Dr Monzer, 
Thank you very much for your visit and workshop in Cincinnati early in Ramadan.  Those who 
attended were very appreciative of your contributions and thankful to your insight. 
I have a quick question for you and would appreciate your prospective: 
I am currently paying off my home through an Islamic coop. However, they are charging much 
more than the average in the market (8-8.5% compared to 4%).  I am thinking of taking a loan 
from my retirement account with my company to pay off the remaining balance on the home.  
However, the loan has and interest associated with it, though I will be paying interest to myself 
in this case.  What would be the status of such loan, is it permissible? 
For additional info, my retirement plan is mainly company contribution in company stocks and 
is independent of my contributions. 
JAK for your help 
Ashraf 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Asharaf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thank you for your kind email and Eid Mubarak. 
It is permissible to pay interest to your retirement account. This is not considered interest 
because you pay it to yourself. Besides the amount of loan you take (although you are required 
to pay it back) is deductible from Zakah because it is paid to settle a debt on the house which is 
itself not subject to Zakah. This means that when you receive future retirement account 
statement showing that you own X1 cans and investments in stocks and the like and a debt on 
you of X2 you only calculate the Zakah on the X1. Loan and interest payments, from the point of 
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view of calculating Zakah, are treated like other monthly additions put in your retirement 
account. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------- 
From: Abdul Qadeer   
Sent: Friday, August 17, 2012    
Question: Received interest in Providence fund  
Assalamu Alaykum, 
I would be thankful I you could guide me. 
In my previous company every month certain amount is deducted as Provided Fund and the 
amount is accumulated in the State Provident Fund office. Now I received my four years of 
Provident Fund amount with some extra money it can be the interest accumulated for 4 yrs. I 
don't know where and how Provident Fund Office invested my money.  
Now I want to know can I use that extra amount for my personal needs. 
Thanks you very much for you time in advance. I would be waiting for your response. 
Regards, 
Abdul Qadeer 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Abdul Qadeer 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
How can I answer you without any information about the Provident Fund and about where you 
are and in what country? Most provident funds around the world invest in government bonds 
which means that their return comes only from interest. Any interest income must be disposed 
of it to Muslim charity and cannot be used for any personal needs including payment of taxes, 
of bills of electricity or water to government companies. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------- 
From: Azrul 
Sent: Tuesday, August 28, 2012 
Location: Malaysia 
Question: Providence fund in Malaysia 
Salam dr Monzer, hope Allah bless you. I need to ask you few questions 
1.  Allah said in surah rum: 39: (And whatever you give for interest to increase within the wealth 
of people will not increase with Allah) 
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According to Ikrimah (mufassir) based on this verse, this is the kind of halal Riba or known as 
Hibah al-Thawab/al-Iwadh. What is your opinion? The halal Riba in the opinion of Ikrimah is 
literal or technical meaning? - The opinion of Ikrimah can be found in lot of tafsir, such as al-
qurtubi 
2. In every country, there is a law to protect the people. In Malaysia, we have the EPF 
(employee provident fund) as future retirement fund for workers. The law stated that the 
employer has to contribute some amount for the workers future retirement. If the employer 
does not contribute, they will be compensated/fined. What is the opinion of Islam on this 
compulsory contribution? Does it considered as indirect tax from Islamic view? 
Thank you 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Azrul 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1. There is no Halal Riba except in the literal meaning of the word Riba. In the literal meaning of 
increase Allah used it in the Qur’an for the soil after the rain comes on it. 
2. Claiming “there is a Halal Riba” is a challenge to the Qur’an and amounts to plain Kufr. It 
cannot be accepted by any Muslim. 
3. A non-conditional and non-customary increment in a loan is a kind of kindness of repayment 
 It is not only permissible but encouraged by the Prophet, pbuh. Calling this Hiba a .(حسن الوفاء)
Halal Riba is absolutely wrong. It amounts to tampering with the prohibition. The prohibition of 
Riba is strong and absolute and calls for the Wrath of God and a war from Him and His apostle. 
4. Providence funds are permissible and contribution of employers in it for their employees is 
also permissible. It falls within the area which is left to societies and persons to add. What is 
called the added conditions (الشروط الجعلية) in Fiqh. People may agree on them individually, 
through collective contracts like what labor union do or through laws enacted by appropriate 
legislative authorities. No problem in these and they are not taxes, they are legal requirement 
similar to the number of working hours in a week, paid weekend and paid yearly vacations. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------- 
From: Ahmed  
Sent: Wednesday, October 24, 2012 
Location: Canada 
Question: Interest on retirement savings 
 Assalamu Alaykum 
 I worked in Canada for some time, and my employer deducted 5% of my salary and matched 
this deduction, such that when I retire they will give me 2% for each year I worked, provided 
that I work for them for at least 10 years. I resigned after 7 years. They gave me the 
contributions made to the retirement fund, and interest it accrued over the 7 years, but I had to 



 

93 
 

transfer this money to a retirement savings plan. I could not take it as cash. I cannot withdraw 
this money until I am 59 years old, or there will be a large penalty. What should I do with the 
amount of money that came from interest? 
Your response to this question will be very much appreciated, wa jazaka Allahu Khairun.  
Ahmed 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It is clear cut: you have to give it to a Muslim charity without considering it as a part of your due 
Zakah or the like. The reason is that according to Shari'ah this is money that came to your 
authority but does not belong to you. You should not return it to the payer because it is wrong 
to do so under the existing system. Then you give it to poor and needy. Even though the money 
is locked into another saving plan I suggest that you should give that amount of interest from 
other sources in order to keep your retirement funds pure of it. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
From: Ahmed  
Sent: Monday, October 29, 2012    
Assalamo Alaykum Dr. Monzer 
Jazaka Allahu khairan for your answer, and I really appreciate your time and dedication to 
Islam. 
I would certainly like to take your advice to get rid of this interest money, and I do not have any 
desire of taking a single penny from Riba.  My only problem is that the interest amounts to 
about $20,000, and I do not have this kind of money to pay.  Can I keep the money in the 
retirement savings plan, and then once I can start withdrawing from it I withdraw the interest, 
and get rid of it?  There are also two related questions: 
1. When I withdraw the interest, it will be considered as income, and I have to pay taxes on it.  
So, can the taxes on this interest be paid from the interest itself? 
2. When I give the interest to charity, can I claim it as donation on my income tax return, and 
get tax deduction for it? 
Wa jazaka Allahu khairan. 
Ahmed 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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If you keep interest with your retirement funds you will have to note two thing:  1) any 
increment that comes from investing this interest with your own funds should be added to 
interest which is required to be given to charity, the amount will then be much bigger; and 2) 
you don’t know when you will die and you cannot guarantee that the heir will take away 
interest and its accumulation and give it to charity, the sin in such a case remains yours! 
For the other questions: 
a.     Any tax or charges on the interest amount is deductible from it.  
b.    You can claim the donation on your tax return. But do not make it wrong by combining the 
two sides. If you claim the giving as a donation then you should not deduct the tax from the sin-
ridden amount because you are not paying that tax, are you? 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------- 
From: Syed   
Sent: Wednesday, December 12, 2012   
Location: Bangladesh 
Question: Provident Fund 
Dear Brother Assalamualaikum: 
Hope you are fine. I come up with a question. Please find some time to answer these questions. 
Situation: Provident fund (PF) has two parts, firstly $100 is taken from my salary another $100 is 
provided from company. Now the company invests the total $200 in Govt Treasury which is 
interest Base Transaction. 
Question 1: Now is it halal to take the full $200 that deposited for me from the company while I 
left the JOB or I can take only $100 which is deducted from my salary? 
Question 2: I have to provide Zakah once while the full money will be handed over. Now shall I 
provide Zakah on full $200 or only my portion $100? 
Between I know a rule about money that, “when hand changes rule changes” (Reference 
Alkauthar Course, Course Name: Pillars of Mercy). 
I am trying to remove from interest based activity. And now I am in a state of confusion about 
the above two questions. Please let me know with authentic rulings InShaAllah. 
JazakAllah Khairan 
Syed   
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Syed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
You deserve whatever the company's system gives you. It represents the contract between you 
and the company. This means if the system says that when you leave you take both 200 then 
you take them.  
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If you are sure that investment is only in government bonds or any other interest-based 
securities, you should give the whole amount of interest to a Muslim charity. 
Zakah is due on this fund whether it is with you or with the company because it is owned by 
you every year after it reaches Nisab (# US$ 1500) at the rate of 2.5% every 354 days. It is not 
once only when you take it but rather every lunar year. Zakah is on the total amount because 
the company gives you 100, it is a gift to you and it accumulate with your other parts of wealth. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

******************************************************** 
Subject: Receiving Donation from Non-Muslim & People Who Earn 

from Interest to Build Mosque 
 

From: Samy, Islam on line  
Sent: Monday, January 28, 2008  
Question: Receiving donation from people dealing with interest 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Is it acceptable to receive donation from non-Muslim &people who earn from interest, to build 
mosque & other social service. 
Assalamu alaykum 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Br. Asheen 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It is permissible to receive donations that you do not know their sources to build mosques and 
other Islamic social and educational services, etc. You need not to ask about sources and you 
need not to know. Even banks of liquor sellers may have some other sources that are 
permissible. However, if you know for full surety that the exact money given as a donation itself 
came from interest and the like just do not use it for the part of the mosque that is the prayer 
hall. You can use it for other sections of the building and for other projects like education and 
social services. This is not a Shari'ah requirement in the full sense it is only to keep the prayer 
hall pure of any such Haram. Of course if you do not know the exact source of the money you 
assume that it is permissible because people, Muslims and non-Muslim alike are decent unless 
proven otherwise. This means that you can accept donations from Muslims and from non-
Muslims for the mosque and other projects. Additionally, If you know that a given cash came to 
the hand of the donor by shameful (immoral), illegal means such as theft YOU MUST NOT 
ACCEPT SUCH CASH AS A DONATION OR EVEN AS A SALE PRICE OF A SPECIFIC GOOD AND 
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SERVICE. Of course this rule only applies to the specific cash not to presumed or even known 
source. For instance we may assume that the source of income of a prostitute is all Haram or 
we may know it is YET WE ARE NOT ASKED IN SHARI'AH TO BOYCOTT HER, NOT SELL HER FOOD, 
CLOTH OR SHELTER UNTIL SHE STARVED TO DEATH. This kind of harsh and inhumane behavior 
does not exist in our religion.     
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Wael 
Sent: Wednesday, August 26, 2009 
Question: giving from interest accounts to a Muslim daughter 
Salams 
Dr. Monzer, pls. help replying the following question: 
Assalamualaikom, I am a Muslim woman married to a Dutch man for 8 years and has a 
daughter of 5 years. My husband was a Christian but converted before our marriage. Now he 
started saying that he really never converted for real and has been always a Christian. I am 
going for divorce and planning to go back to my country of origin InShaAllah, my questions are 
the following:  
1- I need some financial help to buy a house for me and my daughter; can he take a loan from a 
bank dealing with Riba (he will take it to give it to me)? 
2- He will pay for his daughter every moth a given amount of money, is it Halal money as he is 
non-Muslim? 
3- Whenever he dies does Islam allow his Muslim daughter (InShaAllah she will be brought up 
as a Muslim) to inherit him as he is non-mole?  
Jazakom Allahu khairan and don't forget me with DUAA hatta yuthabbetni Allah. 
Wael  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr.  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
May Allah help you and give you the strength to hold on to His Straight Path. 
1- If the father of the girl takes a loan on interest and give you the money, the Riba is his 
responsibility and you take the money free of Riba. It is Halal to take this money and use it to 
buy a house. 
2- It is also Halal to take the money you need for the girl and for yourself from the father as 
long as you are the care taker of the girl until she grows out of your need and out of his need. 
This money is the father’s responsibility even if he turn back from Islam. 
3- If the non-Muslim father and his Muslim daughter were living under Islamic family law, she 
does not inherit from him. But if he lives under Dutch law and you and the girl live in a different 
country she can take whatever he assigns to her in his Last Will (by the way, you can also take 
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anything he assigns to you too) or by law of his land because this is not considered inheritance. 
This is a last will and Shari’ah does not apply to him, he can assign anything to anyone. Also 
getting by virtue of the law of his land is not inheritance (from Shari’ah point of view) because 
our inheritance system does not apply to non-Muslims in their land. In fact, it is not fair to apply 
our laws to them in their land.  
I like to add that there is another face to this matter, in this special case where the father 
turned from Islam back to another religion. Is it permissible to do so? If it is not permissible, 
then we only recognize this change of religion in matters that do not affect the rights of others. 
In other words, his responsibility toward his daughter and her inheritance from him goes by the 
Shari’ah but his living with you goes by his turning back to other religions. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------- 
From: Dorien   
Sent: Saturday, September 17, 2011  
Question: Interest account for me by my non-Muslim parents 
Salam Alaykum, 
I would like to ask you the following: I converted to Islam 3 years ago. My non-Muslim parents 
opened an account on my name when I was still a child. I didn't put any money on it. It were my 
parents that saved for my wedding and furniture for my house. Once I got married I was able to 
use the money they saved for me. I wonder what I have to do with the interest on this account. 
Salam, 
Dorien 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dorien 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If you are adult now (I.e., no more under custodianship of your parent) I suggest that all 
accumulated interest from the day you became Muslim should be calculated and distributed to 
Muslim charity. Distribution can be done when you have authority to dispose of the account. 
My rationale is: before being major, the account, though in your name is actually managed and 
fed by your parents. Since adulthood, you are the owner and responsible person for it although 
your authority on it may be limited by the conditions imposed with this gift (use for marriage 
and furniture, etc.). This make you responsible to make of the account. It may be a good idea to 
consider asking you parent to transfer it from the bank to a Shari’ah compliant fund such as 
Iman fund or Amanah fund in the USA. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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------------------------------------------------------------------------------------------------------------------ 
From: Adam  
Sent: Saturday, October 20, 2012   
Question Receiving a CD in a last will  
Baba, 
Can you answer the questions below from my good friend and neighbor Adam? 
Thank you.  
Baraa 
Question: 
ASA, Baraa'  
Fatwa needed. 
My wife's grandmother – non-Muslim - bought a CD (certificate of deposit) for $2000 in her 
own name (grandmother's name) - that was meant to be gifted for my wife Sydney upon my 
grandmother's death, which occurred last year.  My wife got notification that she can go to the 
bank with the paperwork to get the money. It seems to me that since it is in my grandmother's 
name and will not be in my wife's name until she accepts the gift that it should be halal, but I 
am a physician and not a Faqih.   
As the CD was/is an interest-bearing instrument, 
1) Is it halal for my wife to accept it? A separate question - if it is halal, would your dad accept it 
or have not issues with his family members accepting it? 
2) If halal, does my wife need to do anything with the money once received? For example if the 
X percent of the value is derived from interest, does that need to be remitted/not 
accepted/donated? 
Jazaakallah, 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Adam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Since this is a gift upon death, I believe that ownership of it is transferred to your wife by the 
incidence of death of her grandmother. This means that any interest from that time is earned 
by your wife. Interest before the death is earned by the deceased and your wife has nothing to 
do with it. it is Halal to accept a gift from interest earner. But it is not Halal for a Muslim to earn 
interest. Such earned interest –according to law- should be given to Muslim charity. It is true 
that one has a right to refuse a gift or a Wassiyyah (gift after death) but the effect of this refusal 
is to retransfer ownership again to the gifter or others according to the Wassiyyah. 
Your wife may take the bond, cash it asap so she does not earn interest, give to Muslim charity 
any interest earned after the death of her grandmother and thank God and any of the survivors 
of her grandmother for this gift.    
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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*************************************** 
Subject: Bank Accounts deposits, etc. 

 
From: Farid 
Sent: Saturday, February 09, 2008  
Question: prizes on checking accounts 
Respected scholars, as-salamu `alaykum. I have a question regarding Lottery! 
We have some banks in our country that make an account by name of portion 
(Qismat) or luck (Nasib). The bank save the money for its users and user can get his/her money 
everywhere in the country. The bank doesn't want any wage for keeping money. The bank has 
lottery at the end of each month. If our money spent one month in the bank then they run the 
lottery who have 100$ or more than 100$. The customer either gets the chance of lottery or 
not. So how is this issue in Islam?  This is the complete detail of Accounts  
http://www.kabulbank.com/html/SavingBankDeposit.html#Bakht 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Farid 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is interest. The Fiqh Academy of the OIC has ruled that this chance is tantamount to 
interest and equally forbidden in Shari'ah. This ruling came in regards to government bonds 
issued with the chance to win a prize. It is similar to having the deposit for one month and then 
you are entitled for a chance to win a prize. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------- 
From: Haroon  
Sent: Monday, October 06, 2008  
Question: Saving in banks 
Assalamu Alaykum Brother Dr. Kahf, 
I hope this finds you in the best of health. I have a question regarding savings. I’m 23 years old 
and I took a year off of university to work and try and lighten my debt. Am I allowed to put 
money in a savings account in my bank? It obviously incurs interest, but what if I’m able to 
calculate that and separate it from what I’m actually contributing from my own. There is this 
GIC account which says if I put in 066 bucks, I can go from there in terms of saving. It’s just that 
I don’t know how to save money and I don’t know how a Muslim is supposed to do it either. 
Your help would be appreciated. Jzakallah for answering my previous question. 
My Answer: 
Bismillah al Rahman al Rahim 
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Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Haroon 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Interest is prohibited in our Religion and if a Muslim happens to earn interest he/she is required 
to calculate that amount and give it to Muslim charity in order to keep pure own money. If it 
helps you to put your savings in a saving account, you may do so provided that you should give 
away the amount of interest on it, otherwise, deposit small amounts of savings in a checking 
account, it does not generate interest. Of course if you save in an area where there is an Islamic 
bank, you may deposit in it in a saving account and it gives profit on it that is Halal and 
permissible to keep for yourself. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on Line  
Sent: Thursday, October 30, 2008  
Question: Signing on Behalf of Mother on Her Interest Accruing Account 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Respected scholars I have two questions: 1.) My mother has had an interest accruing account 
which she has not used in the past few years. Aside from the money acquired via interest, most 
of this money has been earned by my mother. When I turned 18, the account then was 
registered under my name. My mother says that she requires the money from the account. In 
order for her to get any money from this account, I would have to sign for it. Am I being sinful 
by signing this account over to her?? It is her money and I may be in the wrong by withholding 
it from her. 2.) Some people believe that thought is energy and by thinking things we can 
directly bring them into being. Essentially, it says that we create reality with our own thoughts. 
It is sometimes referred to as mind power. Is this belief heretical or blameworthy in any way?  
A speedy response would be appreciated respected scholars. May Allah reward you for your 
honest efforts? The reasons are that the first Question is pressuring me and the second, may 
have to do with shirk 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Abdul Qayyoom 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
There is no sin in signing checks to your mother to withdraw her money from the account. As 
long as she owns the money it is not any of your business to take any action on the principal or 
on the interest that has accumulated in this account. You must however, politely and 
respectfully, always remind her that interest is prohibited and must be given to Muslim charity 
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and that she also must move her savings to an Islamic bank if there is one in your country. the 
earning she makes in an Islamic bank is Halal.  
For the second question, I know that no mind power can ""directly bring them into being"". This 
is untrue and definitely unacceptable. On the other hand, the power of mind is the main mover 
of changes in human behavior. This is in application of the Verse that means that Allah would 
not change your affairs unless you change what is inside yourself. But I am not an expert in this 
area please address this question to other Muslim experts who are specialized in human 
psychology and behavior. There are quires few whom I know in Kuwait and other countries. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------- 
From: Reema  
Sent: Friday, October 31, 2008  
Question: Interest based line of credit 
Assalaam alaikum Brother Monzer, 
Please let me know a time when I can talk to you regarding a business we are thinking of doing. 
The person with whom we are going into a 50/50 partnership is alright with paying interest on a 
line of credit. We do not believe in it and the line of credit is in our name. How can we get 
around the interest factor? Can we ask the partner to use the line of credit and just give us a 
fixed salary?  Basically, we would be asking him for rent for our credit line - if there’s such a 
thing. Are we responsible that he uses it with interest? Are there any suggestions you can 
make? Once again I am bothering you for your advice. If you feel you can answer by e-mail it is 
fine because I think I have misplaced your number from 3 years ago. 
Jazak Allah khair 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Sr. Reema 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I cannot answer the question with half info. For a Muslim, it is sinful to enter in any contract 
that is interest-based, line of credit or otherwise. It is worse if the contract is in your name and 
you are not the beneficiary of it! It means that you bear the sin and someone reaps the material 
benefit. On the other hand, in a partnership, a partner may not take a fixed salary because that 
contradicts the sharing principle that is basic to the concept of partnership. Lastly, one may be 
employed in a company or by a person that deals on interest provided that the employee 
should not do anything that violates Shari'ah including writing interest contracts.   
Wa Allahu A'alam 
Wa AL Hamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
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From: Reema 
Sent: Monday, November 03, 2008  
Dear Brother Monzer, 
Assalamu alaykum. I hope you got my previous e-mail. A new development may have happened 
and I wanted to ask your advice. As you mentioned in your e-mail we can be employed by such 
a person who does business and pays interest to do so. The business owner is willing to hire us 
on a salary but would like to use the line of credit which is under our name. We will have 
nothing to do with the line of credit and no partnership between us will exist. We will be given 
a 1099 form as an independent contractor/ self-employed to file with the IRS at the end of the 
year. Is this possible under Shari’ah? 
Jazak Allah khair 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Sr. Reema 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If the line of credit is in your name you carry the burden of it in this life and in the life after! And 
someone else reaps its material benefit! I wouldn't accept it for you or for anybody else! If the 
interest-based line of credit is in your name you are doing a non-permissible contract, period.  
As an employee, you can be a salaried person with a company/person provided you do not do 
anything Haram, including writing or signing an interest contract because the Prophet, pbuh, 
told us that invokes the curse of God. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Tamir   
Sent: Tuesday, December 23, 2008  
Question: Interest on donation on credit 
Assalamu `alykum Dr. Monzer, 
I hope you're doing fine and enjoying Allah's blessings. 
I have a personal question about a new program designed for Canadians to help them donate 
more and at the same time get better tax refund. I got to know about the program from a 
friend of mine. I would really appreciate your look at the attached chart to see the step-by-step 
process of how the system works and educate me on whether it is totally unacceptable from 
the Islamic perspective or there is a room for consideration. 
Your earliest reply is greatly appreciated.  
Jazakum Allahu khairan. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
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Dear Br. Tamir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The scheme that you sent me as done by COIP (Canadian Org for International Philanthropy) is 
really devilish. It is based on using loopholes on the tax system and playing with prices of the 
MU (medical units) and differences allowed by law in interest rates. If I were the tax law 
interpreter in Canada I will not allow this scheme, although it is legal on the surface and I am 
confident that this will happen in the near future. In my opinion the legal ground that I will use 
in illegalizing this scheme is the prior arrangement between the company that refinances the 
loan and the COIP on the price of MU, this prior arrangement reveals its devilish intent! the 
calculation is based on the point that the amount of interest differential (remainder of pre-paid 
interest) given to the finance company equals the present value of the new longer term loan 
given by it to finance the purchase of the MU owed to the COIP. That ends up with the 
government refunding a tax that is larger than the final cost to the donor. 
Your question is whether this scheme can be used by an Islamic organization. My answer is NO 
because of two reasons: 1) it is double interest based. Once in the donation on credit and two 
in the refinancing with a different entity; and 2) the immorality involved, in a cool way, this is a 
scheme to cheat the tax authority and take illegitimate money from the government, regardless 
of whether taxes are permissible or not from a Shari'ah point of view.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Islam on Line, live Fatwa 
Sent: Tuesday, June 09, 2009 
Location: Nigeria 
Dear Dr. Monzer,  
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Following is a financial question about the ruling of investing money for a stable interest 
First Name: Suleiman 
Question: Investing my money for a stable interest 
Salaam Brother.. I am student in UK pursuing my masters in Investment and Finance. I reside in 
Saudi Arabia and intend to return back after my studies.. What I wanted to enquire is since I'll 
be working in the banking sector, is working in banks haram and above all is the Saudi Stock 
market haram, as all the world markets are haram as thy are based on speculation. If I work in 
an investment bank, will all my earnings be haram... Jazaak Allah  
Jazakum Allahu Khairan for your constant help 
Yours, 
Muhammad 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Suleiman 
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Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
What is Haram is to write or be a witness to a Riba contract or any other contract that is 
prohibited. Writing include all functions that are part of writing a contract like approving it, 
filling application, promoting it, signing it typing it, etc. of course all banks have many other 
activities that are not Haram and the income of people who do these activities is not Haram 
either. 
For stock market again not everything in it is forbidden. Speculation is difficult to pin down as 
you very well know because in the final analysis what makes a difference between trade and 
speculation is intention and/or frequency. I would argue that some practices in stock markets 
are not permissible such as day trading, currency internet trading, commodity futures trading, 
and the like. Of course there are transactions that are also Haram because of the object of a 
transaction such as trading bonds and brokerage in these transactions is also not permissible. In 
Saudi stock market like in any other markets there may be stocks that are not permissible to 
trade such as stocks of conventional banks because the main line of business is not permissible 
but there are also permissible stocks such as shares of Islamic banks and Islamic insurance 
companies. Of course brokerage for permissible stocks is also permissible.  
Finally, I advise you that because Saudi Arabia has several Islamic banks and all conventional 
banks have Islamic divisions you really do not need to work in a conventional bank unless 
opportunities are so much blocked in front of you. Working in a conventional bank, even if you 
do not do any contribution to interest contracting, is helping the institution and this exposes 
you to the “touch” of Riba or its “dust” as our beloved Prophet pbuh put it. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------- 
From: Amina 
Sent: Tuesday, November 23, 2010   
Location:  
Question: interest bank account 
Assalam 'alaykum wrahmatullah respected Shaikh, 
May Allah swt have mercy on you and your family? 
Forgive me for taking your time Shaikh I have two questions if you may plz answer them 
Insha’Allah. 
Firstly, I cooked a lot of meat for a party but later on cancelled it. So my mother asked me to 
give all that cooked meat to her and in exchange she will give me uncooked less amount of 
meat. She insisted that she wants to give it to me in exchange of the cooked meat. I agreed to 
her wish but later I wondered if this exchange was Riba? I basically gave cooked and prepared 
meat to her in exchange of uncooked lesser amount of meat. Is that Riba? Please advise. 
Secondly, when I was very young in my home country the government devised a scheme in 
which they encouraged parents to deposit 500 Rupees per month for five years. If the parents 
do so the government will pay an amount every month for the child till the child is 18 years of 
age. Hence my parents did it for myself and my siblings. Now, since I am more than 18 and no 
longer live in my home country the money is lying there in my account and my parents can take 
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it only if I sign a paper authorizing them to take it. My father tells me that this money that is 
lying in the account is basically the principal amount that my father deposited every month for 
five years. So he says it is not interest money but the money that he initially gave to the 
government. My question is should I sign such authorization because initially the government 
was paying an amount on it which I don’t know was interest or not. I don’t doubt my father 
claim that the money lying in is the money that he gave to the government for five years but I 
don’t know if it is Islamically lawful to sign such authorization. Please Shaikh advise. I do not 
want to deal with Riba/usury. 
JazakAllah khayr for your time 
Wa ‘alaykum assalam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Amina 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
For the first question, this exchange is not Riba because meat is not standardized and it is not 
currency either. The requirement of equality and immediate exchange applies to currencies and 
standardized things. Difference in quality and difference in durability of meat, cooked or raw is 
recognized in Shari’ah. 
For the deposits and payments in India the answer is very simple if it can be determined. First, 
the difference between what is paid to the government and what is taken back is definitely 
Riba. Second, your father or you or both are entitled to get the principal back because it is your 
money. The principal is simply 500X 5X12 = R 30,000. Consequently, if there were payments 
received earlier they should be deducted from this number and you are entitled to get the 
balance of it being your own money (or your father’s if he did not decide to give it to you as a 
gift).Finally, the remainder of the amount must be given to a Muslim charity or to Muslim poor 
and needy persons in India. 
Consequently, YOU MUST RECOVER THIS MONY ALL OF IT FROM THE GOVERNMENT OR FROM 
THE BANKS IF IT IS ALREDY LYING IN THERE. If signing appropriate paper is needed for that you 
should do it. YOU MUST ALSO ADVICE YOUR PARENT THAT IT IS HALAL TO TAKE ALL THE 
PRINCIPAL BACK ANDTHEY MUST GIVE TO MUSLIM CHARITY ANY AMOUNT ABOVE THE 
PRINCIPAL OUT OF THE TOTAL OF THE AMOUNT THAT IS AVAILABLE NOW PLUS ANY AMOUNT 
PAID IN THE PAST OR IS TO BE PAID IN THE FUTUURE.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-----------------------------------------------------------------------------------------------------------------  
From: Aamir 
Sent: Saturday, January 15, 2011 
Location: INDIA 
Question: Fixed Deposit 
Assalamu Alaykum! 
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Dear Sir, 
 I wish to know is the interest coming from Fixed Deposit haram or halal. I heard of people 
saying its pure haram, whereas not Dividend from Shares. Could you please explain the 
difference and whether its haram or halal. 
Looking forward to hearing from you. 
Thanking you with best regards & wishes, 
Yours faithfully, 
Aamir  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Aamir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes, fixed return that you get from conventional banks is interest because the deposit is a loan 
to the bank, guaranteed to be returned to you either when you ask for or at the end of its term. 
This interest is the same that used to be known at the time of the Prophet, PBUH, under the 
name Riba. It is prohibited in the Qur'an (2:275) and in the Sunnah in Many authentic Sayings.  
Dividends of shares are permissible if the company's activities are permissible. For instance 
shares of banks (except Islamic banks), casinos are not permissible. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Majd   
Sent: Tuesday, January 01, 2013 
Question: salary deposited in interest-bearing account  

 بسم هللا الرحمن الرحيم 
أعمل في مؤسسة تركية، والمؤسسة تضع أموالها في بنك ربوي، وهو يشّغلها في أعماله المختلفة، وكل الموظفين تنزل  

بأن ُيعِطَي أرباحا ربوية توّزع على  -باالتفاق مع المؤسسة  -رواتبهم في حساباتهم المفتوحة في هذا البنك. وهو ملزم 

ن آخر العام، وتنزل في حساباتهم بصفة مستقلةالموظفي . 
معنا في المؤسسة زميل فلسطيني ُتوفي بمرض ُعضال، وخلّف زوجة وأربعة أيتام أكبرهم في العاشرة، وليس هناك راتب  

 .تقاعدي لهم ، وكل ما سيحصلون عليه سيؤمن لهم تذاكر سفر ومبلغاً قد يكفيهم بضعة أشهر
ع األموال الربوية لهم ، ونعطيهم إياها صدقة؟ هل يجوز هذا؟والسؤال : هل لنا أن نجم    

 وهل أخذهم للمال يجعله حالالً، ولهم أن يتمّتعوا به على كافة األوجه، من مطعم وملبس ومسكن ومركب ... وغير ذلك؟ 
 أم أنه مال على صفته األصلية حرام؟ 

م مثالً؟أم أن لهم أن يستمتعوا بالمال على أوجه محددة، دون الطعا   
 لو جاز ذلك .. هل يقال لهم إن هذا المال صدقة؟ أم ماذا؟ 

 .وجزاكم هللا خيرا 
My Answer: 

 الحمد هلل والصالة والسالم على نبيه وآله وجميع صحبه
نعم يجوز إعطاء الفائدة المحرمة على من اكتسبها للفقراء والمساكين وهي لهم حالل ألن الحرمة في طريقة االكتساب وليست 
في عين المال, وألن هذا المال المأخوذ من بنك ربوي ال يجوز إعادته له بسبب كونه مؤسسة تقوم على الربا المحرم فهو مثل 
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لبيان أنه من الربا عند إعطائه للفقير المحتاج. وال يعتبر ذلك صدقة وال توزيعا للزكاة  المال الذي ال مالك له. وال داعي

 .الواجبة وإنما هو تطهير للمال فيه من األجر الشيء الكثير إن شاء هللا وهو أجر تجنب أكل السحت الحرام
    وهللا تعالى أعلم

****************************************************** 
Subject: use Interest money to pay bribes, bank charges, taxes 

 
From: Abu Bakkar 
Sent: Wednesday, January 30, 2008  
Question: Paying bribes from interest money 
Salaam, 
I live in the UK, originally from Bangladesh. 
May I use interest obtained from savings in UK banks to pay bribes to officials in Bangladesh to 
perform their task/duties (to do their job). Without bribes, it is virtually impossible to get 
anything done in Bangladesh. When they know that I am from UK, they even want more bribes. 
To sort out problems in my land I need to bribe they or they do not do their job. My question is 
whether I can pay this bribe from the interest obtained from savings.  If I do not use this 
interest money, I will alternatively have to use my earnings to pay the bribes (I will have to pay 
the bribes or they will not do their job).  If I do not pay bribes, they do not do their job and I 
lose my land etc. 
WasSalaam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in  
Dear Br. Abu Bakkar 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My answer to your question is: NO. You cannot use interest to anything that may benefit you, 
including paying a bribe if you have to do it. This interest you acquire is in fact NOT YOURS AND 
YOU SHOULD NOT HAVE IT. 
I also do not agree with you that in Bangladesh there is no way you can get your right without 
paying bribes. Bribes unfortunately exist in all places and they are all alike in this regard, 
including my country the USA and UK and others. It is you WHO MAKE IT HAPPEN BY PAYING IT. 
I AM DEFINITE SURE THAT YOU CAN FIND A WAY TO GET YOUR RIGHT IN BANGLADESH 
WITHOUT PAYING BRIBES. FOR GOD'S SAKE DO NOT PAY BRIBE. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----- 
From: Abu Bakkar  
Sent: Tuesday, February 05, 2008 
Salaam Prof. Dr. Monzer Kahf, 
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Further to your reply (detailed below), I have tried to follow rules and not pay bribes but the 
process is near impossible.  My father has some land that has been grabbed by others who built 
a market (bazar). My father has been fighting the issue in court for over 15 years but we are 
getting nowhere. The Bangladesh government is conducting survey and settlement operation. 
In order to get my land (any land) recorded in my name I have to pay the surveyors.  If I do not 
pay, they record my land under the names of others. Even though I have legal documents, the 
surveyors say that I do not have possession of my land therefore they cannot record my land in 
my name. I have tried so many times to argue with these officials, I have written to their head 
office etc. but I am not getting anywhere. I obviously do not want to pay someone for land 
already bought, but I am at a loss.  No one listens to my problem. What do I do? Can you sort it 
out? Can you go to my country and speak to the officials and sort it out? 
WasSalaam 
My Answer: 
Dear Br. Abu Bakar 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
No I will not go to your country to speak about your land. I've been to your country many times 
and I know there are many many honest people there and I am definite that you can solve it 
without bribes but you do not want to carefully analyze your situation and environment and 
want to take the easy (unfortunately corrupting) way. PLEASE PROTECT YOUR RIGHTS WITHOUT 
BRIBES AND IT CAN BE DONE!  I am definite and I know your country. Please do not try to find 
an excuse for a wrong action. . .  
Best Regards, 
Wassalam 
Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islamo on Line  
Sent: Thursday, April 03, 2008  
Question: Using Earned Interest to pay Income Tax 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
I started a company last year. I could not pay income tax that year because it was my first year. 
Therefore I had to keep it in the bank. This year I will have to pay the income tax of last year 
with interest. My question is can I use the interest the bank gave me to pay the interest the tax 
authorities will charge me with? Thanks a lot for the answers. 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rachid 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My answer is NO. Interest that you earned is not yours from the Shari'ah point of view. You do 
not own it. It is still owned by the bank bust since it is given by the bank according to its own 
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system and within the law you do not return it to the bank but MUST GIVE IT TO MUSLIM 
CHARITY. The moment you got it, it becomes due to charity and you never own it. 
On the other hand, interest you owe the income tax authority is imposed on you unjustly (or 
may be justly because you must not delay payment of your legal obligations) but it is imposed 
on you as a person. This makes it your duty to pay it and you cannot use money that you do not 
own for this purpose. In my opinion you made a wrong judgment by delaying tax payment and 
you know it is going to create interest payment. You should not let it do that by paying it on 
time.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on line  
Sent: Tuesday, June 03, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Paying Income tax by Interest 
When I got married about 2 years ago, my wife had about 2000 pounds to pay as a student 
loan. So, I paid this loan off for my wife as I had some savings. I used the interests that I had on 
my savings to pay the interests of her loan then I paid the actual loan with my own money. Was 
that right? Can I pay interest with interest? Keeping in mind that I do not accept interest and I 
would have normally gave it away. 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
In application of the rule one must not do that. You cannot pay interest that is due on you (in 
your case your wife) with earned interest. The reason is: earned interest is not in fact earned 
and it is still owned by the party that paid it to you. . . But whenever this party is a practitioner 
of interest transactions we will not return it to the payer and we rather give it away to Muslim 
charity on the ground that is similar to property that is in your hand but has no owner. When 
you use it for any reason that relieves you from an obligation (although this obligation you, or 
your wife in this case, entered into by mistake and in violation of Shari'ah) you have otherwise 
to pay it from your own money that amounts to taking interest to yourself. To the best of my 
knowledge there is an agreement on this principle and in some collective Fatwa there is an 
explicit statement that one may not use earned interest to pay obligated interest.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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------------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on Line   
Sent: Sunday, June 08, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Paying Income Tax from Earned Interest 
Can interest from bank deposits be used to pay income tax? 2) If the tax is deducted at source 
on earned income, can an equivalent amount of bank interest income be utilized for personal 
use? 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
AL Hamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Sameena 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The answer to both questions is: NO. 
The reason is that using interest to pay any of your legal obligations (regardless of whether we 
judge them just or not) amounts to taking them to yourself. That is a personal use that implies 
that you took the interest as your own property.  
According to Shari'ah interest is not factually earned and must be given to Muslim charity (in 
principle must be returned to the payer, but since the payer is a bank whose business is to give 
and take loans on interest you must not return it to this kind of payer). 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Rizwan  
Sent: Monday, August 25, 2008  
Question: spending on brother treatment from earned interest 
Dear Scholar  
Assalamalekum WRB, 
Hope this email finds you in good health. 
Last year I had posed a question regarding using the Zakah & Interest money for my brother's 
treatment & future treatment, which you can find in this mail's history along with your reply to 
it. Alhamdulillah, so far I have been able to stick to what you guided in this regard, i.e., take 
care of my brother on my own and not from Zakah or interest money and InShaAllah I intend to 
do so as long as I am capable of it or until I find a halal investment plan to support his medical 
care . 
I have few questions which are relevant to the scenario explained before. Recently after 
disposing some ancestral property we accumulated some money. I decided not to take any 
share in it as I felt my brother and my sister are more deserving of it. Since I am the only bread 



 

111 
 

earner in the family, last year I paid the Zakah on this amount from my earning not from the 
amount deposited in my brother's & sister's name. Am I being right in doing so?  
And as my responsibilities are growing, I sometimes get distressed at the fact that I have to pay 
a big amount from my savings towards Zakah on funds deposited in my brother's name and my 
sister's name and jewelry bought for my sister who is yet to get married. Always I get questions 
in my mind that, are these amounts really Zakatable? As neither my sister nor my brother are 
earning.  
Please Guide me in this regard, to have a firm and the right opinion in my mind.... 
Warm Regards, 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rizwan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1. It is permissible to pay the Zakah due on another person, especially brother, sister and 
spouse, on behalf of that person, it is InShaAllah rewardable to both of you. If you are the 
guardian of both of them and they are either minors or in a mental position that does not make 
them fit to make financial decisions you need not inform them about the Zakah payment on 
their behalf, but if they are fit to make financial decisions you must inform them before you pay 
it because Zakah is a personal worship that requires intention on the part of the owner.  
2. The funds and jewelry of your brother and sister are subject to Zakah if they reach the 
amount of Nisab and a lunar year have passed regardless of whether they are earning any 
income or not because Zakah is on these wealth items. They are considered rich in the EYES of 
Shari'ah and they are in fact rich in the eye of every one, imagine that there are people in the 
world that don't have even a bite to support their stomach! Zakah, being a personal duty, is 
obligated on the owner. If the funds owned by your brother and the funds and jewelry owned 
by your sister reach Nisab (About Euro 1000 or equivalent) and 354 days passed on the first day 
they own Zakatable property they are subject to Zakah at the rate of 2.5% every year (that is 
why guardians are advised by the Prophet, pbuh, to invest such funds on behalf or orphans so 
that Zakah does not wipe them out through time). Moreover, if the ancestral properties that 
you liquidated were subject to Zakah, Zakah is due on your brother and sister from the moment 
they owned shares in those properties because they became owners on the same moment the 
previous owner, from whom they inherit, died. 
3. You are not required to pay the Zakah on the properties of brother and sister. If you are their 
guardian you can pay it from their own accounts and if you are not their guardian you should 
advise them to pay it. What I suggest is: make the deposits in an Islamic bank so that they 
generate some income from which you pay the due Zakah. You do not need to burden yourself 
with the Zakah that is due on your brother and sister. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
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From: Rizwan   
Sent: Saturday, June 23, 2008  
Dear Brother in Islam, 
May Allah reward you in abundance for all the good work you are doing...ameen 
From a long time I have one question which needs to be answered. I needed an answer from an 
authentic source. I searched for your email on net since I couldn’t pose my question on Fatwa 
session of IslamOnLine. I am mailing you with lot of hope that my question will be answered. 
I am a web developer working in Kuwait. Alhamdulillah Allah has given me enough means to 
carry out my responsibilities and to make the ends meet. I have my family back in India and is 
comprising of my Mother, Elder Brother and a younger sister. We lost our father last year, he 
died of Leukemia. 
I have the complete responsibility of my family on my shoulders now, as my elder brother is 
schizophrenic. We as a family Alhamdulillah are trying to keep ourselves as much away from 
INTEREST [I.e. Riba] as possible. We dutifully discard all that interest that gets accumulated in 
our savings bank accounts [which is inevitable since India lacks Islamic banks] and try to keep 
away from all that which involves interest. We usually give away the interest amounts to the 
poor or the needy within the family and sometimes outside family as well. 
Out of introspection once I thought why not keep this amount in a separate account which can 
be used to take care of my Elder brother. During every visit the psychiatrist who is treating my 
brother reminds me to keep a certain amount aside every month so that it can be helpful when 
he is sick or for his future. Psychiatrist always reminds us that eventually my brother would 
become complete insane [god forbid] and may have to be sent to the rehabilitation center. He 
always reminds us to prepare for that day. He also mentions that once I get married and have a 
family I won’t be able to look into this regard as much I am doing now.  
So my question here is ....is this acceptable within the frame of Islam or will it be haram to use 
this amount or even a part of the Zakah amount. Please guide me in this regard. 
With immense hopes of getting a reply.... 
Warm Regards 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rizwan, 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If your brother has inherited any wealth from his late father (of which I suppose you would be 
the guardian), you may not assign any of your Zakah money to his care. If he does not have any 
wealth of his own you may assign your Zakah for his present of future care and maintenance 
and also you may assign the interest money for that purpose too. 
But I have the following to say: Interest money is not pure and Zakah money is money that 
cleans your sins InShaAllah too. I wouldn't like you to spend dirty money on your brother 
especially that there is an opinion that puts you responsible for his care because you may 
inherit from him should he die. I suggest that keep on with your good and rewardable deed of 
supporting him as much as you can and in the future if you need you can use your Zakah money 
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and interest money to pay for his medical care and maintenance, try to delay this as much as 
you can, who knows may be Allah will give you plenty that you will never need to do that at all.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Funke 
Sent: Wednesday, February 11, 2009 
Location:  
Question: Investing interest money 
Dear Prof Kahf, 
Salaam Alaykum 
We hope your family is fine.  
We kindly need your opinion on some issues: 
Our State Governments have accounts that generate interest every month. They want to invest 
the interest proceeds with our Capital in form of temporary endowment for feeding people 
during Ramadan and other societal reorientation projects.  
1. Is it permissible to take interest proceeds from government to invest for societal benefits? 
Does that translate to trading with Riba?   
It is permissible to take interest money and invest it in permissible uses to the benefit of the 
depositor of this money. This does not amount to trading with Riba. The prohibition is focused 
on lending against increment. For a Muslim, if it happens that interest money is generated to 
her/himself this money should be given away to charity.     
2. Is it permissible for us to ask government to give their interest proceeds for investment?   
My preference is that interest money be distributed to needy causes, but if you know that it is 
not going to be distributed immediately either because of logistic reasons or because of desire 
and processes of the holder of this money (the government), then it is okay to ask for investing 
it by/in us.  It is more so if you know that alternative use is to keep it in conventional banks 
earning more interest, then by asking for its investment in our o=company you will be reducing 
the evil of Riba.  
3. Is it permissible for our company to earn a fee on the management of these endowments 
that its principal originated from Interest generated from other sources? 
Yes, because these fees are against your services provided to manage this money. 
4. What investment tenure is possible for such an endowment as it originates from an Interest 
income? Can it be invested and grown?  
Here again my preference is to distribute this money for needy causes (these don’t have to be 
only poor and needy but include the general causes of the Country/people). But whenever 
there are more obvious benefits in holding their distribution for a period of time or hindrances 
in distributing quickly, investing them in Shari’ah compliant ways is the best alternative for as 
long as it is better to invest or until obstacles removed.   
We pray for God’s Guidance to you and your family. 
Many thanks to you, your family and other brothers and sisters in the company and their 
families.  
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Wassalam.  
Funke 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Funke 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please see my answers in red below the questions. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------- 
From: Dr. Muniruddeen 
Sent: Sunday, August 15, 2010 
Location: Mauritius 
Question: cam interest money be given as Zakah? 
Dear Prof Dr. Kahf,  
Assalamualaikum Warahmatullahi Wabarakatuh,  
Ramadan Kareem,  
I pray that you and the family are all well by the grace of Allah.  
I wish to inform you that the article was published in two local newspapers here.  
Some people responded and wanted more details. We hope that it could be debated and the 
Government will InShaAllah allow deduction of Zakah from CSR. 
I have two inquiries to ask, 
1.      Some people are saying that interest money can be give as Zakah. According to my 
knowledge, it could be given as a charity and except no reward from it. But to use it for Zakah 
payable is not correct.  Technically, it one earns interest from his bank account, the money is 
put aside for charity, and Zakah is computed on his wealth.  
Can you kindly enlighten me on this matter? 
2.     Can we estimate the amount Zakah for Mauritius?  
Population: 1.3 Million 
Muslim percentage: 18% 
GDP: $9.156 billion (official exchange rate) 
I recalled from my lecturer many years ago that we use this formula.  
Muslim share of the GDP: 9.156 * 18% = 1.648 Billion 
1.648 * 1/8 = 206 Million  
1/8: I do not remember what the 1/8 represents?  
Or is this correct. 
Jazak Allah Khair,  
Munir 
My Answer: 
Bismillah al Rahman al Rahim 
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Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dr. Muniruddeen 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I am glad to hear about the response to your articles in newspapers 
For the two questions please note the following: 
1.      Interest earned on a debt (e.g., saving account with a bank) is in fact not earned according 
to Shari’ah. It is not the creditor’s (saving account owner) money. It is still owned by the person 
who paid it and due to be returned to it. How can you give as Zakah money that you do not 
own. Interest is not only not owned but also forbidden to own it! Zakah is due in property one 
owns and it is a part of these properties that is given on the basis of Tamlik to the poor and 
needy. Can you give what you do not have? The point of giving it to Muslim charity comes from 
this fact coupled with the fact that it is wrong to return it to the bank. Suppose this interest is 
paid by a natural person debtor to a Muslim creditor, in this case it must be returned to the 
payer rather than given to Muslim charity because the debtor still owns it. Of course this is 
provided the debtor is not Riba practitioner. The reason that we give it to charity is because we 
do not want to return it to a Riba practitioner. By giving it to Muslim charity we are preserving 
the cleanliness of our own property and avoiding mingling it with interest that is dirty money. 
2.      The calculation of Zakah cannot be done based on GDP. Zakah is essentially on wealth plus 
certain income items such as gross agricultural output and the saved part of income. I Do not 
know of a formula that uses 1/8. Sometimes we use capital output ratio to estimate wealth 
from income. This can be used for the non-salaries components of GDP but capital output ratio 
is normally higher than one not a fraction like 1/8.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin          
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Rajack 
Sent: Friday, August 20, 2010 
Question: Interest money 
In the name of Allah, the Most-Merciful, the All-Compassionate 
"May the Peace and Blessings of Allah be Upon You" 
Praise be to Allah, we seek His help and His forgiveness. We seek refuge with Allah from the evil 
of our own souls and from our bad deeds. Whomsoever Allah guides will never be led astray, 
and whomsoever Allah leaves astray, no one can guide. I bear witness that there is no god but 
Allah, and I bear witness that Muhammad is His slave and Messenger. 
Bismillah Walhamdulillah Was Salaatu Was Salaam 'ala Rasulillah 
Dear Professor. 
I hope my correspondence reaches you in High Islamic spirit and you are in excellent health. 
Please spare some of your precious time and kindly enlighten me on the following: 
A Muslim Brother who is a civil servant has a Bank savings Account where his salary is directly 
credited and thus deriving interest therefrom. At the same time there is an Islamic School 
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(Madrassa) is planning to erect a concrete wall around its building and also wish to asphalt (tar) 
its yard. 
The Brother wish to dispose the interest money as a donation to the School to be spent 
specifically for the above mentioned work. 
Please advise accordingly and treat as urgent. 
With thanks. 
Wassalam. 
A. Rajack   
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rajack 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thank you for the email and Happy Ramadan Mubarak to you and your family and our dear 
brothers and sisters in the cooperative. 
It is permissible to use this interest money for building the wall and making the yard in the 
school. I personally prefer to use interest for giving food to the poor and needy because that is 
more urgent. But it is permissible to use it for any other benefit to the community at large, 
improving the school building is one of these things. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------- 
From:  Esam  
Sent:  Thursday, August 11, 2011 
Location: Sri Lanka 
Question: Staff Loan for business 
Salam Dearest Dr. Monzer, 
Could you kindly reply to this question? 
As-salamu `alaykum. I am living in Sri Lanka which is a non-Muslim country where Muslims 
make up almost 8% of the total population of 22.3 million. In Sri Lanka almost all the financial 
institutions are interest-based. As a Muslim minority, to accomplish our necessities sometimes 
we have to depend on these institutions. In my case, I am working for a government 
organization as an analyst programmer. My salary is not even enough for the family’s monthly 
expenses. But for other necessities such as to buy a house or vehicle, I need to sought the help 
of these banks. Moreover I don’t have enough money to invest in some halal investment that 
could bring some extra income for me. In our organization we have many loan facilities which 
are purely for employees benefits. But these staff loan facilities are also interest base. But these 
loan facilities are more convenient for us and our loan amount is directly deducted from our 
monthly salaries with a very low interest rate for the staff benefit. 
My question is whether it is lawful for me to use these staff loan facilities for our necessities. 
My Answer: 
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Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Esam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please tell the questioner that his case is no exception it is about three fourth of Muslims in the 
World who do not have access to Islamic finance. 
To the best of my knowledge there is an Islamic bank in Sri Lanka where finance for vehicles 
and houses is made available in Shari’ah compliance ways. In this case It is really difficult to 
claim that there is a need to resort to conventional banking. 
I therefore understand this question as a matter of using the facility of internal loan at a lower 
rate and more convenient than the finance of the Islamic bank of Sri Lanka. Accordingly, any 
amount of interest, small or big and at a low or high rate, is Haram in the Islamic Shari’ah. The 
Prohibition of interest in Islam is based on its being unjust not on the amount of Riba or its rate. 
Interest is unjust because it is not generated by the asset of the creditor which is the debt. 
Debts do not generate any increment and therefore any increment imposed in a debt contract 
in oppressive and unjustified.  
Of course I recognize that there are cases of necessities where a person for satisfying a basic 
need may have to resort to interest-based borrowing. This may apply to housing in 
societies/communities where Islamic finance is not available or does not cover the whole 
market, BUT DEFINITELY I DO NOT CONSIDER BUYING A VEHICLE A NECESSITY, CERTAINLY NOT 
IN SRI LANKA.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Rizna  
Sent: Sunday, August 21, 2011   
Location: Sri Lanka 
Question: Bank Interest 
Dear Prof.Dr.Monzer Kahf, 
Assalamu Alaikum Sheikh 
My question is, 
In my savings account the bank add interest every month.  
Can I use this interest money to help one of my relative, who owes interest based debts... 
And should I want to tell that person that it’s interest money? 
Jazakallah Khair 
Regards 
Rizna  
My Answer: 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Bismillah al Rahman al Rahim 
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Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Rizna  
The answer to both questions is no. First, all interest money is according to Shari’ah not earned 
by you. It is not yours. It is still a property of the payer. BUT since it was paid to you with 
consent and according to contract that is made lawful in the land where you live and the payer 
is an institution that is used to practice Riba which is Haram (remember these are 3 conditions) 
it is wrong to return this money to the payer because it will encourage and help it to make 
more of the Haram, then you give it to Muslim charity or poor and needy. You cannot use it to 
help a friend who entered voluntarily in a Haram contract. 
Second when you give it to a poor Muslim or a Muslim charity you don’t have to tell them 
where it came from but it is always advised that it should not be used to build mosques or buy 
copies of the Qur’an.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Fanus 
Sent: Tuesday, August 23, 2011   
Location: Mumbai, India 
Question: Using interest to pay taxes 
Assalam Alaykum Dr Kahf 
A couple of questions regarding interest. 
1) I have invested in Post Office certificate (Government of India) to save on taxes and after its 
maturity I will be earning interest on these saving certificates. Can I use this interest to offset 
my income tax that I pay to Government of India? 
2) I will be taxed on this Interest, can I use this interest to pay tax incurred on interest amount 
3) I have a saving bank account in Bank 'A' of which I have earned interest of X amount. I now 
need a business loan for which I will have to pay an interest of X amount. Can I offset this 
interest payment by interest earned from same bank or any other different bank? 
Just for info we don't have Islamic banks in India. 
The above questions are raised in reference to the following answer that I came across one of 
the Islamic Q&A website, pls reply on mail id. 
http://www.islam.tc/cgi-bin/askimam/ask.pl?q=9718&act=view 
Interest monies must be given to the poor and needy who are eligible to accept Zakah without 
the intention of reward. However, interest received from government institutes, e.g. post office 
could be used to offset government taxes. Interest received from private banks cannot be used 
to offset taxes. It may be used to offset interest charged from the same bank.  
Interest monies cannot be used for building the wall. And Allah Ta'ala Knows Best  
Mufti Ebrahim Desai 
Regards 
Fanus   
My Answer: 
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Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Fanus 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
The answer to the three question is negative. Interest earned cannot be used to pay 
government taxes or interest due to any institution governmental or private because it is not 
owned by you in the first place. You cannot use money which you do not own to pay taxes or 
interest due on you. This came explicit in the resolutions of the OIC Fiqh Academy and the 
AAOIFI. 
Essentially interest received by you is still owned by the payer but we do not return it to the 
payer because it is an institution (post office or banks) which is indulged in interest practices, 
we don’t want to encourage it to do more evil. 
I don’t agree with the below mentioned opinion. Here are the details: interest earned from post 
office cannot be used to pay taxes because the post office, although government has its own 
identity separate from the ministry of finance. BUT if the earned interest itself is subject to tax 
we take only the net after tax since it is not the gross that is received by you, and this is the 
amount which should be given to Muslim poor and needy. BUT interest earned from post office 
cannot be used for other taxes due on you because of different personalities. 
It is Haram to take loans from banks or other institutions or individuals on interest basis to 
promote and expand your business. (the same may be permissible in case of necessities such as 
when it is the only way to avoid bankruptcy or in personal necessities such as housing) even if 
there are no Islamic banks, you are required to establish Islamic banks or at least Cooperatives 
to fill this gap. And you cannot use money which you do not own (received interest) to pay dues 
on you caused by a Haram contract.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************** 
Subject: Riba and installment sale 

 
From: Hijaz  
Sent: Sunday, March 23, 2008  
Assalamu Alaikum, 
Dear Sir, 
I’m Hijaz, undergraduate, B.Sc. Accountancy, from Sri Lanka. One of my friend bought a mobile 
phone in installment system. 
Cash price of mobile     Rs 19575 
Monthly installment      Rs 1875 (1875*12 = 22500) 
Additional Charge         Rs 2925 (22500-19575) 
Period                            12 months 
% applicable 30% per annum (2.221% per month cumulative) (calculated by me) 
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Where Sri Lankan inflation stands 
This is sold to credit card holders, monthly installment charged to the card and it is said 0% 
interest scheme. 
I strongly believe that installment system is based on interest and it’s not allowed in Islamic 
Shari’ah law, but now a days I’m having conflict with my friends that they say this is acceptable 
and the justify it based on Time Value of Money concept. So please suggest me a fatwa on this 
issue with Quran and Hadith supporting. 
Thank You, 
Allah may bless you. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Hijaz 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Installment sale at a price that is higher than cash price is permissible. The Verse 2:275 
themselves indicates this permissibility (of course the reference is to its general form that is 
deferred-payment sale). The reason is not time value of money but rather time value of real 
goods and services. The difference between these two statements is not only theoretical or 
philosophical but also real.  
Time value of money claims that if you let time pass on money it creates an increment. This is in 
fact UNTRUE. Time value of money is also claimed/applied only in one case that is when money 
is lent to somebody. No one talks about time value of money when it is in your pocket. When 
you lend it, a claimed increment is in fact not time value of money but rather time value of 
debt! This is also UNTRUE because a debt, by its very nature, does not create any increment. 
Being an abstract notion, a debt does not grow! Any claimed growth is in fact taking a portion 
of other people's (the debtor's) entitlement; this is why it is unjust! 
Time value of goods and services is a reality of life. Because goods, whether long living or 
perishable, create utilities through time and time is very crucial to the valuation of these 
utilities. Same applies to services too. Therefore it is fair that goods are priced differently 
depending on the date of payment and date of delivery. When you take a good today without 
paying for it now you increase the total amount of utilities you enjoy and you will be willing 
(and it is fair) to pay a higher amount for it tomorrow. 
Time value of money is Riba, time value of goods is a portion of the price. One is unjust and 
prohibited the other is real, fair and permissible! This is the meaning of "Islamic finance does 
not mean it is free!" Nobody gives you her/his resources with no compensation [this statement 
applies to Riba and Shari'ah finance] but the Shari'ah finance gives resource in a manner that is 
consistent with the nature of transaction and with respect to the property and entitlement 
rights. 
One of the results of this analysis is that once you create a debt you cannot go back and 
increase in it because of the increase in its maturity. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 



 

121 
 

Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------- 
From: Annas  
Sent: Sunday, March 30, 2008  
Question: Riba and installment sale 
Dear Dr Monzer, 
Jazakum Allahu Khairan both for your quick and helpful responses, and your greetings and 
cheerful words. And I am very much looking forward to the opportunity of meeting when you 
happen to be close to Germany! 
Myself, I shall InShaAllah speak at the Academy of Management Conference in Anaheim Los 
Angeles (08th August – 13th August). I will be in California most likely InShaAllah around 25 
July. In case you are around and not too busy, I would be most grateful for the chance to give 
you a personal salaam while there! 
I am further very sorry for my own late response, but I have been travelling and can only now 
read and respond to my e-mails. 
As regards the below issue, my knowledge is very limited and confined to what I have read from 
you and other valuable authors. 
The question of brother Hijaz I understand. How can it be Islamically justified that something 
which is sold for 100$ cash can be sold for 130$ on installment basis? 
Your explanation of the stance of Islam on the concept of time of value of money, I also 
comprehend with no difficulty. 
The concept of the time value of goods I also understand – from the perspective of customer. 
He is ready to pay more lately in order to have more utility now. But how about the seller, who 
has 100 cell phones on stock? How does this concept apply to him? Because in both cases 
(selling on installment basis and for cash) the seller gives away the cell phone at the same time, 
which means that there is no difference in time value of the product for the seller when it 
comes to the two selling contracts (installment and cash). For him, the choice is ultimately and 
effectively between receiving cash immediately (and being 100% sure that he gets his money) 
or between receiving his money in installments over the course of one year (with a probability 
that the buyer gets broke and does not fulfill his obligations). That means that the seller is 
equating 
Time Value of Product [Give away product today] + Money [Get 100$ at time T 0] And Time 
Value of Product [Give away product today] + Money [Get 130$ in installments from T 0 to T 11] 
Now if we solve this equation what we see is that for the seller the question appears to boil to 
one of time value of money (and of default risk). For him, 100$ today is equal to 130$ over the 
course of one year. For the seller it appears makes a difference whether if not he receives 
money now or later, because money he has now is a) not liable to default risk and b) can be 
reinvested in his business. In other words, while Islam does not know the concept of time value 
of money (that money creates an increment automatically as time passes by), business men 
apparently do know it. Or else, what would be the Islamic explanation for charging this high 
premium for selling the same product at the same time? If it is not time value of money, is it 
only the probability of default that justifies this premium?  
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From the perspective of the customer I have no difficulty at all with the argument. It is fair for 
him to pay more. But from the perspective of the seller I am not quite sure it has become 
evident for me from below e-mail why he should be able to charge more. 
I would be most grateful if you could elaborate in two or three lines on this. 
Jazakumu Allahu Khayra Al-Jaza’, 
Wassalam Alaykum Wa Rahmatu Allahi Wa Barakatuh, 
My Answer: 
Dear Br. Annas 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It is the same argument since it makes no difference whether this utility is a "business" utility or 
a personal one. After all in final analysis a trader is only an intermediary! 
Here is an answer I added to the same person when he made another comment, what do you 
think of it? 
Dear Br.  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Once again the answer is YES. Suppose inflation is zero, each commodity has a spectrum of 
prices across time, for clarification and argument purposes we summarize them by three prices: 
Price B is when the payment and delivery are both done at the time of contract; Price A is when 
payment is done at the time of contract and delivery is deferred, and Price C is when payment 
is deferred and the delivery is done at the time of contract. Under normal circumstance these 
prices, are: A<B<C. because of the same argument I mentioned in my previous answer. The 
difference between each price and the other is market determined and depends essentially on 
the utility differentials across time. This is the Islamic argument and this is what we expect to 
have under circumstance that have no interest at all and this is what is mentioned in all books 
of Islamic jurisprudence including those written since day one of Islamic thinking and writings, 
they always says that time affect prices of goods and service because this is a human reality 
whereas Riba is an increment in a debt not in a price of a commodity and debts do not change 
across time! This argument remains valid between any buyer and seller. Now add to this 
inequality the expected inflation!  
Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Hijaz   
Sent: Wednesday, April 02, 2008  
Question: any relation of Riba to inflation? 
Assalamu, 
In my previous email I forgot to mention the countries inflation rate, it is about 24%. But the 
trader charges us 30% more than cash price, is it fair? And also I could not find the Qur’anic 
verse, saying acceptance. 
Wassalam. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Hijaz, 
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Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Once again the answer is YES. Suppose inflation is zero, each commodity has a spectrum of 
prices across time, for clarification and argument purposes we summarize them by three prices: 
Price B is when the payment and delivery are both done at the time of contract; Price A is when 
payment is done at the time of contract and delivery is deferred, and Price C is when payment 
is deferred and the delivery is done at the time of contract. Under normal circumstance these 
prices, are: A<B<C. because of the same argument I mentioned in my previous answer. The 
difference between each price and the other is market determined and depends essentially on 
the utility differentials across time. This is the Islamic argument and this is what we expect to 
have under circumstance that have no interest at all and this is what is mentioned in all books 
of Islamic jurisprudence including those written since day one of Islamic thinking and writings, 
they always says that time affect prices of goods and service because this is a human reality 
whereas Riba is an increment in a debt not in a price of a commodity and debts do not change 
across time! This argument remains valid between any two, buyer and seller. Now add to this 
inequality the expected inflation!  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------- 
From: Nadeem 
Sent: Tuesday, July 21, 2009 
Location: Toronto, Canada  
Question: selling insurance policies and inflation/interest  
Respected Sir, 
Assalam Alaikum, 
Hope this finds u in best of your health and spirit. 
I m a new immigrant to Canada .Recently I did my certification in Life License course and have 
got an opportunity to work in Sunlife Financials (www.sunlife.ca <http://www.sunlife.ca/>) as 
an advisor. 
My job will primarily of selling insurance policies for first few months. 
I wish to have guidance from u if doing this type of job is Haram in Islam. 
I will wait for your mail anxiously. 
Wassalam, 
Best Regards 
Nadeem 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Nadeem 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
You know insurance contract is controversial. Many scholars argue that it is not permissible on 
the ground of the ambiguity involved. A minority of scholars believe that it is permissible with 
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certain conditions, I happen to be in this group. Consequently, I believe that it is permissible to 
sell insurance provided the conditions are fulfilled. There are two conditions for permissibility 
of insurance as a contract between two parties: the contract must not contain any interest 
clause and the object of the contract should be permissible. Accordingly, the life insurance 
contract that has interest clause in it is not permissible to sell. The other condition relates to 
what is insured. For instance, insuring a bar or a casino or a shipment of liquor is not 
permissible and it is not permissible to sell such insurance. This means that while working in 
insurance one should avoid selling these kind of contracts 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
Respected Sir, 
 Assalam alaikum, 
Hope this finds you in best of your health and spirit. I have a certain query pertaining to 
commercial banking and about its validity in Islam. 
Is money earned on fixed deposit in any commercial bank kept for certain period of time is 
haram or not? 
I will wait anxiously for your reply. 
Best regards 
Nadeem 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Nadeem 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If this earning is from a commercial bank, it is definitely interest that is prohibited in the Qur'an 
and the Sunnah. The amount earned must be given to Muslim charity. Islamic banks do have 
fixed term deposits but they are not of fixed return. Their return is calculated at the end of each 
period and they distribute actual profit to depositors who also bear the risk of loss should a loss 
happens. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
Wassalam Sir, 
Thanks for your reply. I have one more query generally to have better understanding. 
Suppose there are 2 persons (A) and (B). 
(A) Lends (B) a sum of $10.00.At present let’s assume $10 can buy 10 kg of iron ore. 
(B) Returns $10.00 to (A) after 3 yrs. but at that time $10.00 can buy only 5 kg of iron ore. 
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Therefore just to have same buying power if (A) wants to have $20.00 will this difference of 
$10.00 between principal ($10.00) and money now demanded ($20.00) will be regarded as 
interest/usury or not. 
I will wait for your reply anxiously. 
Best regards 
Nadeem 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Nadeem 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes it is interest. Wouldn’t such a case happen when money was gold and silver? It actually 
happened many times in all societies. Besides interest is a price of the loan (debt) not a 
compensation of inflation. Look at this way: you gave $10 not 10 kilos, so you get back what 
you gave, if you gave 10 kilos you get them back too. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Azam 
Sent: Saturday, January 30, 2010 
Question: Installment sale 
Dear Prof.Dr.Monzer Kahf, 
Assalamu Alaikum Sheikh. 
I need to buy a component for my PC. Its original cost is Rs.7836/=, but I’m not in a position to 
pay the amount in full & purchase it. There is a monthly installment scheme available for this, 
for which the monthly installment is Rs.725/= X 12 months = Rs.8700/=. 
If I’m to select the monthly installment option, is it permissible under Islamic Perspective? 
Jazakallahu Khairan. 
Regards, 
Azam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Azam 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Of course whether the difference in the amount is fair or not that is a matter that you should 
know about it more than me because it depends on the local market. As regard whether this 
deal is permissible or not from Shari’ah point of view this I am answering here: 
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Scenario one: the installment scheme is offered by the same seller. It is permissible provided 
you make the contract without option in the price. That is you make the contract on 12 monthly 
installments of 725 each, a total of 8700 with no reference in the contract to the cash price.  
Scenario two: the installment scheme is offered by an independent company. In this case the 
company must by it on your request for the cash price and take delivery of it, then after 
delivery sells it to you for the price of 8700 payable on 12 monthly installments. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

******************************* 
Subject: paying interest 

 
From: Samy, Islam on Line 
Sent: Thursday, April 03, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Paying interest on delinquent income tax 
I started a company last year. I could not pay income tax that year because it was my first year. 
Therefore I had to keep it in the bank. This year I will have to pay the income tax of last yare 
with interest. My question is can I use the interest the bank gave me to pay the interest the tax 
authorities will charge me with? Thanks a lot for the answers. 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rachid 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My answer is NO. Interest that you earned is not your from the Shari'ah point of view. You do 
not own it. It is still owned by the bank but since it is given by the bank according to its own 
system and within the law you do not return it to the bank you MUST GIVE IT TO MUSLIM 
CHARITY. The moment you got it, it becomes due to charity and you never own it. 
On the other hand, interest you owe the income tax authority is imposed on you unjustly (or 
may be justly because you must not delay payment of your legal obligations) but it is imposed 
on you as a person. This makes it your duty to pay it and you cannot use money that you do not 
own for this purpose. In my opinion you made a wrong judgment by delaying tax payment and 
you know it is going to create interest payment. You should not let it do that by paying it on 
time.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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--------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on line  
Sent: Tuesday, April 08, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Paying back Loan with Interest 
Two years ago I started going to school. To finance my studies I first thought that the financial 
aid was a grant from the government that I don't have to repay. After I started for three months 
I found out that it was a loan that I have to repay with interest after graduation. Now I have 
finished my graduation I want to ask if I should repay the whole amount or pay the monthly 
payments for ten years knowing that either way there is an amount of interest that I have to 
pay. In addition my financial situation doesn't allow me to pay the whole amount at once, 
because I need to travel to see my parents this year... please tell me what should I do? 
Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ahmed 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
You certainly should have checked on the interest issue the day you applied or at least the day 
you got the loan. It is a mistake on your part no doubt and please try to remove that by Istighfar 
and as much good deed as you can. This interest loan is now a legal obligation on you and you 
should try to pay it as quickly as you can to reduce the amount of violation to Shari'ah and 
reduce the time period of being under an interest loan and of course reduce the amount of 
interest that you have to pay. If you can pay it all you must do that otherwise you should pay 
the maximum that you can the soonest you can.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------- 
From: Saleh  
Sent: Wednesday, June 23, 2010 
Location: Algeria 
Question: Paying contracted interest 

 الدكتور منذر القحف الفاضل..؛
 السالم عليكم ورحمة هللا.. وبعد...

 أرجو منكم أخي الفاضل الفتوى لمساعدتي على الخروج من الربى،
 األستاذ عبد الرحمن يسري حول الربا،لقد تابعت في قناة الجزيرة منذ اشهر برنامج الشريعة والحياة معكم ومع 

 وقد أفتيتم في اللقاء حسب ما أذكر:..
بجواز تسديد الفوائد البنكية الماضية والمنقضية عند قيام ُمقِرض إسالمي بتسديد أو شراء القرض الربوي بهدف الخروج من 

 ...الربا.. حيث تعتبر هذه الفوائد ديون سابقة مستَحقة تدخل في أصل الدين
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وز دفعها لتسهيل الخروج من الربا.. وال يطبق عليها صفة الربا، ألنه ليس فيها عامل الزمن .. وليست فوائد مستقبلية ويج
 مطلوب دفعها مستقبالً... 

حيث إنني قد إشتريت منذ سنتين، وبواسطة قرض من بنك ربوي، قطعة أرض لبناء مسكني ومكاتب وعيادة طبية لي ..، 
 عام الماضي، والحمد هلل،وبعد أدائي العمرة ال

 لجأت لبنك إسالمي لتمويل البناء وتسديد القرض السابق للخروج من الربا، )مع أن شروطه أصعب وهامش الربح أكبر..(
وقد وافق البنك اإلسالمي على تمويل المشروع.. مع تسديده قرض شراء األرض..، ولكنه متردد بخصوص تسديده الفوائد 

 وجبة للبنك السابق والمطلوب تسديدها عن المدة السابقة عند تصفية القرض األول.البنكية الماضية والمت
جبر حينها على المواصلة أوحيث أنه ليس بإمكاني التكفل بتسديد هذه الفوائد الماضية لتصفية الدين مع البنك الربوي، فس

 مع البنك الربوي إلنجاز المشروع وإعادة جدولة الفوائد الماضية مع أصل الدين ودفعها بعد إنجاز المشروع... واالستمرار
وقد طلبت مني لجنة تمويل البنك اإلسالمي تزويدهم بالرأي الشرعي بخصوص جواز تسديد الفوائد الماضية والمستحقة سابقاً 

 البت بموافقتهم على التكفل بها... بأسرع وقت، لتسريع عرضها على اللجنة مجدداً و
 فأفيدونا برأيكم الشرعي..أفادكم هللا، وأنقذونا من الربا.. أنقذكم هللا وجازاكم بكل خير في الدنيا واآلخرة...... 

 وشكراً جزيال لتكرمكم بسرعة الجواب.. والسالم عليكم ورحمة هللا وبركاته....؛
 دخل إلى موقعكم باللغة العربية...؟؟ مالحظة: لقد وجدت صعوبة، ولم أعرف كيف أ

 صالح 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dr. Saleh 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Sorry for answering in English, it is easier for me to type it. 
I would never say that past interest is permissible and I did not say that in the past, not in that 
al Jazeera program. And the bank may have a good point in refusing paying it and you may have 
to find other means to pay it. 
My opinion on this matter (this is what may have confused you) is: if you contract an interest 
contract, it is sinful and haram (except under necessities that do not apply to your case and its 
application is extremely very rare because in necessities’ situations banks do not give loans), 
and you remain under that sin until you settle this contract. To settle you may have to pay all 
past due interest and you MUST PAY IT BECAUSE YOU CONTRACTED IT, this must pay it does 
not mean with no sin, it is an obligation because it is a contract that is valid by law and you 
must not expose yourself to violating of law and be dragged to courts. But of course the sin of 
contracting a forbidden contract is there and InShaAllah the reward of repentance will 
overweigh it. Of course you always should make effort to negotiate with the bank to reduce 
interest to as low as possible. In other words, it is a must to pay and it is sinful at the same 
time. Remember you brought this paradox to yourself by contracting a forbidden contract that 
is valid under law of the land.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------------- 
From: Fawad 
Sent: Thursday, July 29, 2010 
Question: Interest on taxes 
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Assalam Alaykum Dear Dr. Monzer, 
I hope you are all well by the grace of Almighty.  
I have a question regarding payment of interest on taxes owed to government. After some 
adjustments IRS determined that I owe a small amount in interest.  
I have requested them to waive it based on religious grounds. But I am not very hopeful of a 
positive answer.  
I am more likely going to pay and I have strong feeling that it falls into the category of doing 
something under compulsion. To my understanding there is no sin on a person if he is forced to 
do something without willful disobedience. There is nothing more I can do except for ask them 
to waive it. Please provide a scholarly view in the light of Quran & Sunnah. 
JazakAllah Khair! 
Regards, 
Fawad 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Fawad 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Of course when one is coerced by the laws of IRS what you have to pay whether interest or 
penalty becomes permissible to pay without sin. But take the lesson and try not to fall under 
such conditions in the future. I agree with you on not expecting the IRS to accept your request. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
Assalam Alikum Dear Dr. Monzer, 
Thank for your reply. I am very clear on this now after your explanation.  
Also, when we deposit money somewhere (for example, rental) they put the deposit money in 
savings account and at the end of rental term send you cheque with deposit amount plus the 
interest accumulated. In these situations we don't have any control over it as to what they do 
with the money, and it is usually their normal procedure.  
I hope that this situation also falls under the same criteria and there is no sin on us. What I 
normally do is take out the amount of interest and give in charity. Is this the correct approach 
islamically? 
JazakAllah Khair 
Regards, 
Fawad 
My Answer: 
Yes, you are correct in no Sin InShaAllah and in giving interest to Muslim charity 
Monzer Kahf 

**************************************** 
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Subject: Official Recording Interest-based Loans 
 

From: Samy, Islam on Line  
Sent: Thursday, July 24, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Notarizing interest loan 
Dear brothers in Islam. My question is a difficult one for me, because I didn’t know how to 
answer it. This is the scenery: A goes to B (a bank) and requests a loan with interests. B gives 
the money to A, but the bank wants a guarantee: A must mortgage his house in guarantee. So, 
A and B sign the loan contract, so that means that it exists; but in the case of the mortgage, for 
its constitution and existence, the Administration must write a document to constitute the 
mortgage that guarantees the fulfillment of the obligation of A, that means A has to pay the 
loan with the interest or the bank will get the property of his house. My question is: knowing 
that the loan contract already exists before the mortgage constitution, is the Administration 
considered one of those who fall in Riba, although it only signs for the existence of the 
mortgage (just a guarantee) and not for the loan based on interests, because it is previous? So, 
is this indirect collaboration of the Administration considered equal as the determination of the 
X per cent of the interest tax, or considered to be one of the witness of Riba, even though the 
contract already exists and its action is independent of the contract? Jazaku Allahu Khairan.  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Muslim 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It seems there may be a little problem on the part of the administration that records this kind 
of mortgage. Let me take two scenarios: 
Case one: the mortgage only refers to an already signed/existing interest-based contract and 
puts a charge or lien on a property, it may or may not mention that the loan contract is interest-
based and the rate of interest charged on it (in most of the times it refers to the amount of 
loan, rate and amount of interest charged, period and method of payment). The basic function 
of this mortgage is a mere guarantee and recording it seems to me permissible as it does not 
fall directly under giving the loan but it is rather a supporting document that is not an integral 
part of the interest-based loan. 
Case two: The mortgage document is itself the main document of the interest-based loan as 
done in housing loans in many states in America. In this case the mortgage document itself 
contains all the conditions of the loan and represent the main loan document. Recording this 
kind of document amounts to recording the interest-based loan itself and the action of 
recording it is a part of the action of witnessing it because it makes the 
authentication/certification of the loan. This is the exact objective and essence of witnessing it. 
In this case the recording administration is covered by the Wrath that touches the witnesses.    
Wa Allahu A'alam 
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Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************************* 
Subject: Dependents living on parents’ interest earning and 

inheritance from them 
 

From: mahmoud  
Sent: Sunday, August 17, 2008  
Question: Mother draws money from interest-based account  
AssalamAlaykoum Professor Monzer, 
Hoping you and the family are very well. Sorry for disturbing you very often. This is one of the 
questions that came to us. Here it is: 
As-Salamu Alaykum Respected Scholar I am a teenager and am unable to work due to health 
reasons. I live with my mother who has now stopped working. And I rely on her for household 
goods and food etc. She draws money from an account, which accrues interest. I do not know 
the exact amount of certain lawful money as opposed to interest money. I have completely no 
idea. And my mother would get provoked if I posed a question regarding this, let alone try to 
find out. So it is uncertain. Am I allowed to take money from her unconditionally? If not, would 
the following things be classified as necessities? 1) Household goods such as toilet paper, 
towels, plastics, 2) Electricity, 3) Food such as fruit, nuts, dairy and meat products, 4) Transport 
(lifts etc.) 5) Help from the domestic worker whom she pays. (Who is paid mainly via lawful 
wealth?) 6) Help from the domestic worker if she is paid mainly from the account which I 
mentioned above.  
Jazakum Allahu Khayran and we ask Allah to put all these things in your good records 
InShaAllah. Ameen. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Dr. Mahmoud 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Please tell this young man: 
If you are unable to work and earn your living and you live with your mother who takes charge 
of all your expenses, you should just accept whatever she gives you, don't embarrass her about 
any question and just be kind and thankful to her and always show her how important it is to 
obey the commands of Allah and to avoid what He prohibits especially interest and other evils. 
Pray for Allah to show your mother the right things and give her the power to avoid any interest 
and any other Haram income and to forgive her if she earns any such things. 
You can eat normally and live normally out of what she gives you, Nothing is Haram for you, just 
be normal without any extravagance in all matters that you mentioned. Whatever she earns 
from interest, it is her matter may Allah forgive her. 
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Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Anne  
Sent: Sunday, September 14, 2008  
Question: Gift and inheritance from persons dealing in Riba 
Br. Monzer, as salaamu 'alaikum, 
I had a question if you don't mind: 
My parents do not pay Zakah on their property even though they are Muslims (I've told them 
many times that they should, but they don't) plus they've put their money on interest bearing 
accounts and earn interest that they keep. Is it halal money for me, if my father gives me, let's 
say $100K as a gift, knowing that Zakah wasn't paid on any of his wealth and it is mixed with 
interest? Can I accept it as it is? How about the money I was to inherit from him, should he pass 
away? 
Jazakum Allah. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Anne 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Gifts that are given by your parents, the way they are doing their affairs as described in your 
question, to you are permissible to accept, it is the sin of the earner of interest but the privilege 
of the gift recipient! The rationale behind this ruling is that by accepting a gift from a person 
whose income is mixed, you are not doing any prohibited thing; specifically in relation to 
interest, you are not a taker, giver, writer or witness to interest contract.  
I also suggest that you should not get bore from continuously advising them about Zakah and 
interest, keep doing it nicely and politely until they start giving the Zakah and avoiding interest. 
For inheritance, it is the same; it is permissible to accept your share of inheritance should a 
parent die even though a part of the estate may have come from interest and the like. Of 
course the moment you become owner (that is the moment of death not the time of 
distribution and assignment) it becomes your responsibility to avoid interest and the new 
property that becomes yours should be added to your other Zakatable assets in regard to the 
Zakah year and Zakatable assets. 
You should also remember that when we say it is not Haram to accept it as gift or as 
inheritance, we do not mean that you are not on the very edge of the Haram because for sure a 
part of this money is from interest, but you did not earn it, the earner is another person. I 
therefore recommend that you try to purify your money by giving charity.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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-------- 
From: Anne  
Sent: Monday, September 15, 2008  
Dear Br. Monzer, wa 'alaykum as salaam wa Rahmatullahi wa Barakatuh -  
Jazaka Allah. You are always so generous with your time. 
Would the case be any different if I were to ask for money from my parents because I need it? 
My parents are generous and have given large sums of money to my other siblings (to help out 
with buying a house, etc...) but I have been hesitant and did not ask. If I asked, they'd give to 
me, too. Knowing that the money is the way I described, is it better if I did not ask for it though 
we do need it to help us buy a home (I.e. does passively receiving it make it different from 
actively asking for it)? 
Jazaka Allah. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Anne 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If your parents are responsible for your expenses (I.e., you are single and not working or 
earning sufficient income from your own resources) it is your right to ask for father's financial 
support to satisfy all your needs. 
But if you are financially independent from them by being married or having own resources, it 
is morally wrong to ask for help while you know that a part of their income is from Haram, 
unless you can specify that they give you out of principal or other Halal resources. But from the 
legality of Shari'ah, it is still permissible to take it even if you ask for it unless you ask them to 
give you specifically from this Haram earning because you do not deserve it, it is deserved by 
the poor and needy and wanting money to buy a house does not mean you are in this category. 
I wouldn't suggest asking them anyway!  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

*********************************** 
Subject: Working in Riba institutions 

 

From: tooba   
Sent: Friday, September 19, 2008  
Question: Salary of employees working for banks 
I’m the student of FATIMA JINNAH WOMEN UNIVERSITY Rawalpindi Pakistan, doing my masters 
in ISLAMIC STUDIES with the specialization of ISLAMIC BANKING. I have a question for the 
answer of that question I need your help. The question is, Is the salary of employees working 
for banks on interest, HALAL or Haram? 
Please answer my question as soon as possible. I will be very thankful to you. 
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My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear tooba 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Prohibition of salary depends on either of two things: 1) if the work you perform is prohibited; 
it is then prohibited to take money for it. Some works in conventional banks are Haram such as 
being a loan officer that prepare or approve interest contracts. Other works may not be Haram 
such as being a teller or a researcher. 2) if the exact money (the exact papers handed over) is 
stolen or the like, that is obtained by the payer in a way that is shamefully prohibited such as 
theft or price of armed robbery or the like. Riba is an exchange contract that is prohibited as a 
bad system and because it is unjust not because of shame. Besides not all income of banks is 
from Riba as there are several kinds of transactions that banks do and make profit from that are 
permissible. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------- 
From: Ahmad  
Sent: Monday, October 13, 2008  
Question: Working in Riba micro finance 
Dear Dr. Kahf: 
I would like to know if it's Halal or Haram to work for a non-profit organization that provides 
Micro-credit I.e. loans to help the poor around the world. These are easy-terms loans, but 
interest is involved (non-Islamic finance)....Jazaka Allah Khairan... 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Yahia 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
What is Haram is Haram, helping the poor does not make it permissible. It is rather as Haram as 
providing the rich with interest-based finance. There are several experiments and studies on 
Micro finance, the Islamic ways. .. 
Writing Riba and approving its contract or encouraging a person to take are all forbidden in our 
Religion? 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------------------------------------------------------------------------------------------------------------------- 
From: Samy, Islam on Line  
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Sent: Tuesday, October 21, 2008  
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
Question: Job Involving Interest 
I first want to commend and thank you all for the great job you are doing to help us stay on the 
right path. I am going to joining university shortly and chose economics as my major as I was 
very keen to learn more about this subject. But now I realize that with an economics degree the 
only jobs available for me would have to involve interest. Are there examples of jobs (requiring 
economics degree) without involving interest? What should I do? I cannot change my major 
now. Thank you. Jazakum Allahu Khairan for your constant help 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Faisal 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
There are many jobs that require economics degree, but do not involve interest like Jobs in 
research, in ministry of finance, economy, planning and municipalities; also in the private 
sector. This is of course besides Islamic banks. Go ahead with the help of God and study this 
important branch of knowledge, keep in mind to make your study for the sake of helping 
building better economy based on fairness and moral values as derived from Shari'ah 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------- 
From: Hisham 
Sent: Monday, January 19, 2009 
Location: Malaysia 
Question: drafting Riba contract  
Dear Sir,  
I am sorry Sir, I believe I have to gives all the relevant facts as a nature of my work. I have tried 
to summarize the facts and questions from the original version (which is much longer) and this 
is the result.  
Please sir, I seek your patience to spend some time to read and answer this long question. With 
your help and the information you give me, I pray to Allah to reward you and I sincerely hope 
that I will extend this ‘amal maaruf and nahi munkar’ work to the society here. May be there 
are also some goods to take my case as your study case or a discussion material. 
I am 37.I have been a lawyer for 10 years and a partner to a medium sized law firm in a small 
town. I now have a car, a house, got married, have children, save some moneys and assets and 
the rest speaks for itself.  It was then, a good career.  
It was for the past 1 - 3 years, I got to know the word “Riba”. I read and read, and the more I 
know about Riba, the more I get scared.  Surely this new knowledge affected the happiness of 
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my life. I am now in dilemma. Part of my work seems to be involved with the elements of Riba. 
This is serious. Sincerely I cannot deny that my work involve Riba.  
Sir, I definitely don’t want to go the hell. Not even for a second.  Although it is not an easy task 
not to do a single act of sins  but certainly not a sin of Riba which is of high ranking of major sin.  
It’s rather not wise to carry on with other good deeds while at the same time letting oneself 
with the evil deeds of Riba. I really understand this, but my ‘Iman’ is too weak, although it is for 
the best of my akhirat to leave anything to do with Riba in total. In reality of my legal works, it is 
not easy.    
But a final decision is to be made.  
Confusing Matters, be that as it may, I do notice there are issues as to the exceptions to sins of 
Riba as in the case of darurah, Maslahah, and hajiyah. This has confused me a lot. There is an 
investment scheme which contains Riba that has been ruled by Fatwa council in Malaysia as 
halal due to Maslahah or darurah.  There are also other opinions which say that all the Islamic 
financial products are not truly Islamic product and therefore still have the elements of Riba 
causing the situation of Darurah is applicable at its full effect and extent.    
Allah is the reason I met you. I can only hope you will be the last (expert) person to help me.   
The lawyers’ works in Malaysia may be described as below:-- 
1- A legal firm may be owned by one lawyer (sole proprietor) or by partnership (at least 2 
lawyers- They share profit and liability at the percentage agreed between them. (Could be 50%-
50%-70%-30%).  
2- They are lawyers working as lawyers but not owner nor partners of the firm known as legal 
assistants. However some do get shares as determined by the firm.  
3- Nowadays in Malaysia, there are increasing numbers of Muslim lawyers. I do not know how 
many lawyers and legal firms all over Malaysia. I believe there are equal numbers between 
Muslim lawyers and non-Muslim lawyers (mostly Chinese and Indians). 
4- I believe the non-Muslim lawyers especially the Chinese lawyers are more successful and 
have strong financial positions.  
5- It may be said that the business market of lawyers is controlled by non-Muslims maybe due 
to the reasons business market are substantially controlled by them.   
6- In private practices, there are so many Muslim lawyers, thousands of them (especially young 
lawyers) working for non-Muslim lawyers or firms owned by non-Muslims.   
7- A Muslim lawyer can open up a small firm. 
8- In private practice, these lawyers work closely with all financial and banking institutions 
inclusive of all banks be it conventional or Islamic banks, foreign or local banks.  
9- What happen now, there are very small numbers of Muslim firms acting as panel lawyers for 
major banks and most of these major banks are also conventional banks which most of the 
products are conventional which are Riba base or have elements of Riba. 
10- Most of Muslim lawyers who own small or medium sized firms are panel’s solicitors of local 
banks which are Islamic Banks (BIMB, RHB Islamic Bank, CIMB Islamic Bank etc.) and 
conventional banks like Maybank, CIMB, Agro Bank, Southern Bank, Hong Leong Bank, Bank 
Rakyat, etc., as you know. (We refer this as ’Banking works- for lawyers).  
11- Other than banking works which consist of conveyance and litigation works, there are also 
criminal defense works on criminal’s cases, running down cases etc.  
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12- Right now, there are so many (thousands) of Muslim lawyers in private practice and most of 
them do the legal banking works. So do my small firm.  
The legal Banking works consist of two:-  
1) Documentation works (Conveyance). 
2) Legal Actions (I.e. in court)  
Documentation Work: 
All kinds of loan agreements (no need explanation). This can be big and luxury businesses for 
lawyers depending on the amount involved and the number of cases/instructions they received 
per month. Briefly, the role of Solicitors is to perfect and complete the legal loan transaction 
and only on its legal advice and legal undertaking, the Bank will then release the loan money to 
the loanee/borrower. Clearly and surely to your opinion, the lawyers role and work in this field 
and area of working is Riba and haram.  
Legal Actions (I.e. in court) 
After loan documentation is complete. The Riba money is disbursed to the Borrower or third 
party. The customer or the Borrower is now obliged to make repayment of loan in the manners 
stated in the loan agreement. In real life, there are so many defaults involved (millions of 
dollars). Here comes the second part of the lawyer’s role.  
We are instructed to claim the amount owing by the borrower. There are many modes of legal 
actions but that is not important. The problem is that we are working for Bank to claim money 
from Riba loan transaction. (Principal sum + the Riba sum + the accumulating interest and the 
judgment interest) The money we claim may be out of the principal amount or the interest 
amount or the interest within interest amount. 
I have read  some parts of your opinion which was quoted by Mr. Zaharuddin, Malaysian ( a 
Scholar On Islamic Financial matters) in one of his articles  as below:-  
(1) Bank interest is a kind of Riba which is prohibited in the Shari’ah. It is also prohibited to give 
it, receive or take it, write its contracts and be a witness on them. Hence, any job that requires 
a Muslim to make a contract of Riba, or be instrumental in making it such as negotiating it with 
the customer, getting it signed or signing it on behalf of the bank and other jobs related directly 
to making a Riba-based contract with regards to deposits or financing in a Reba based bank is 
prohibited. There are jobs in banks that do not relate directly to Riba such as guards, tellers, 
treasurers, research, buildings and machines maintenance, etc., I personally quote two of the 
greatest Muslim scholars' views regarding that as follows:  
His eminence Sheikh Muhammad al-Siddiq al-Darir of Sudan and His eminence Sheikh 
Muhammad al-Mukhtar al-Sallami of Tunis are of the opinion that such jobs are not included in 
the prohibition. However, they maintain that jobs which support the Riba-based operations are 
prohibited." Sheikh `Abdus-Sattar Fathallah As-Sa`eed, professor of Qur'an Exegesis and 
Qur'anic Sciences at Al-Azhar University, states the following:  
"We would like to clarify two important points. First, the economy is usually associated with 
Riba (interest). If you are obliged to work in this field, then there is nothing wrong, and you are 
excused for doing so. You must, however, repent to Allah, and ask Him to forgive you while 
striving hard to find another lawful way of earning a living.  
Second, if you are directly involved in dealing with Riba, and it is your career and means of 
earning a living, then you are not allowed to adopt this kind of work.  
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Finally, working in interest-based banks is not the normal choice of career for a Muslim. You are 
allowed to work there only if you find it extremely difficult to find a lawful way of earning a 
living. Try to keep in mind that you should leave this job the moment you find a more suitable 
one. If you are driven by the sincere intention to find a lawful way to earn a living, Allah 
Almighty will make it easy for you, in sha' Allah."  
I do understand and accept the illegality and the prohibition of Riba and the consequences of 
dealing with Riba in the hereafter.  
I know that your opinion is based on one hadith of the prophet s.aw, although I do not know 
whether the hadith – is sahih. If sahih, we must accept it. But I do believe the nass and legal 
references/authorities on this are very strong and convincing- on the simple understanding- 
that one is responsible if one take part in the work of evil/sin , small part cause small sin, big 
part cause big sin. –but Riba is undeniably major sin.  
So if it is haram –it is haram.   If it involves Riba in what so ever manner by what so ever part- it 
is haram. This I understand and accept. But there is a concept of darurah, Maslahah, hajiyat 
etc., which is recognized in Islam. So I also understand and accept. What I really don’t 
understand is its true meanings and applications especially in the work deals or have the 
element of Riba. It is this words that confuse me –If it comes under darurah– it still haram but 
the wrong doer is not sinful because of darurah situation. (I am only interested in the issue of 
darurah in Riba or Riba related works ).  
What is actually considered darurah –TO ALLAH? The first issue; As to the first confusion is the 
test to determine –the work is haram or halal- The direct or indirect connection of the work to 
Riba:-  
There are jobs in banks that do not relate directly to Riba such as guards, tellers, treasurers, 
research, buildings and machines maintenance, etc., I personally quote two of the greatest 
Muslim scholars' views regarding that as follows:  
His eminence Sheikh Muhammad al-Siddiq al-Darir of Sudan and His eminence Sheikh 
Muhammad al-Mukhtar al-Sallami of Tunis are of the opinion that such jobs are not included in 
the prohibition. However, they maintain that jobs which support the Riba-based operations are 
prohibited."  
At the first stage, there are leaders of the country; there are Muslim ministers, legislatives, 
economists who have the power and controls to the administration of this country and in 
making and annulling laws and regulations. If the country is showered with Riba, they are the 
first group of people to be blamed. How not direct their responsible are? to the spreading of 
Riba in this country. Only they have the power-to enact, implement and enforce laws. Only they 
can make ruling with respect to the banking practice in Malaysia. I have read on the decision of 
Federal Court in Pakistan, annulling laws which allow Bank’s Interest and therefore illegalized 
Riba. In relation to the legal work of Riba, there are so many Muslims working in Conventional 
Bank, from small position the CEO. They all play their parts in strengthening the Conventional 
Bank – the main player of Riba.  
Just because there is small part of the Bank which produce Islamic product, can the sins be 
erased? How do we put the line between the works which are direct and the works which are 
not direct? One in hell –one is not in hell (in heaven?).  The office boy which is considered a not 
important role escapes the sins of Riba whereas the manager, the marketing officer are cursed 
with the sins.  They all play their parts (be it small or big) in the Riba business and get paid 
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accordingly. How small or big theirs sins are, depend on their contribution and role, bigger role, 
bigger sins, should it be that way?  
For a loan transaction to be completed by a solicitor it takes few people from sectors of working 
to dispose their part of jobs. A few bank staffs and officers need to study and evaluate the loan 
application in order to approve it.  Only upon approval, the bank will issue a letter of offer to 
the customer, if the customer agrees; he will sign as acceptance to the offer. The Bank will then 
appoint a solicitor from the bank’s list of solicitors and then instruct the solicitor do the legal 
works and the last part, if everything is in order Some Ustaz  try to blame us meanwhile they 
the one who strongly support the system which allow Riba to live to the fullest by supporting 
those in power.  So far I have yet to find any articles or materials discussing ’darurah, Maslahah, 
hajiah etc. in depth with respect to the issue of Riba in banking business especially in loan 
matters. No writings or discussions on works that are so closely related to Riba like bankers, 
lawyers, auctioneers, judges, accountants etc. {I never read or found a comprehensive and 
convincing discussion on darurah in financial matters– normally it always discussed only not 
more than half a page- Why not we discuss the issue of Darurah in relation to All the works or 
jobs which have the element of Riba.}  
Please sir. Most so called religious people and Islamic scholars, they just shut the arguments 
down by saying” just accept it”---”if you have ’iman’ (faith) but if you don’t have iman, you may 
find a great difficulty to accept- and however lengthy the explanation, it would not change 
you.... 
We lawyers are trained to evaluate matters by reasons and good argument – we do accept nas 
al Qur’an and hadith. But there is also the concept of darurah etc. 
There is nothing wrong to ask for a strong arguments and reasons, even the prophet Musa 
alaihisssalam crave to see Allah just to strengthen his ’iman’ (faith). 
I need a satisfactory and convincing answer because it will have a great effect and implication 
to so many Muslims in those fields of work.  If they are to leave their professions, they deserve 
good reasons to doing so. If it is haram work, My Muslim lawyer friends, thousands of them and 
many more to come from Islamic university, national university, etc. will be dragged in the 
valley of disaster.  
Yet not so many of them understand the nature of their Riba work. Some of them might 
understand and have some awareness of Riba but try to make they believe – it is all DARURAT. 
They however do not really understand ’darurat’.   Believe me; I talk to some Muslim lawyers 
which are also Shari’ah lawyers... ’Darurah’ is their answer. They are arguments to apply the 
defense of Darurah in wider sense due to the weak economic situation of the Muslim 
population in Malaysia compared to the non-Muslims, for instance the investment of ASB 
(Investment Fund for Muslims) which clearly contain Riba but allowed in the name of darurah 
or Maslahah, a national Fatwa by a council of muftis in Malaysia. I believe they all concurred in 
making the decision. Can all the reasons, arguments and justifications be applicable in the 
situation of lawyers work and profession?    
Other arguments: - Is that not a case of darurah if all Muslim are to withdraw from doing the 
legal banking works on Riba transactions. Then all the jobs will be given to the non-Muslim 
lawyers? In Malaysia, there are non-Muslim at -45% and Muslims at 55-% making the 
population of this country. There is civil law (secular laws) and Shari’ah laws. There are also civil 
courts and Shari’ah court. Civil law are more established in this country and have much wider 
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jurisdiction. The Civil Court has more jurisdiction and superior than Shari’ah court. The non-
Muslims especially Chinese people have more control over the economics. Also in financial 
matters, we have conventional and Islamic bank conventional and Islamic products. Again, the 
non-Islamic bank is superior over the Islamic bank in term of the value of fund and the value of 
business.  The biggest Islamic bank is the Malaysian banking the biggest bank in Malaysia. BUT 
its Islamic business are only small portion (not more than 20% (I believe) and the rest are 
conventional products. I believe all Muftis of every (13) state in Malaysia do concur that 
conventional products have the element of Riba –although they do not say it loud and clear 
enough to make all the Muslims people really understand. But what I also do not understand is 
that I never found any fatwa from any of them, illegalize all the Muslims to take up 
conventional loans (unless the entire Islamic banks turn down their application) 
As at today I believe there are still many Muslim people subscribed to the conventional loans. If 
it’s truly haram and Riba why not issuing the fatwa that is haram for the bank (people in bank) 
to market Riba loan to Muslims. Although Malaysia is said to be in the endeavor to be halal hub 
center, I am not so excited. How many years more it takes to let this country drown in sins of 
Riba.... who should be responsible to those who are now drown in the sins of Riba? What 
happen if they die yet they have not freed themselves from Riba? I am sorry, every time I find a 
title of darurah in a book, the examples given are the same and typical; the bank workers and 
some other jobs. The reasons and explanation are so little. In this contemporary era, three are 
many kinds of work inclusive of some important professions that has the element of Riba.  
Why can’t the exception or the special circumstances given to the bank workers in general is 
extend to the profession likes lawyers.  
How may we put a line between works which is halal and haram in a conventional bank?  A 
manager is punished for having important part in Riba whereas a general or office boy is saved 
from sin of Riba for having a small part in Riba. The manager of course has to do a lot of things 
to secure a case of loan transaction. An office boy is instructed to Photostat the copy of the 
letter of offer of the Riba Loan. Of course, small role; is he not guilty for a small part of major 
sin.  
Both are working in that bank on their own freewill. One makes $500 a months the manager 
makes $5,000 a month. The one gives fried rice to his kids out of the income from Riba work 
and the other one buy pizza for his kids.   
Talking about the direct and indirect test – the role of the office boy is at the 1st stage in the 
creation of Riba transaction.  The loan of Riba is approved in the name of letter of Offer to the 
customer whose is to sign as an acceptance. Here is the birth or the creation of a Riba 
transaction.  
The role of lawyer comes into picture only when they are given a letter of instruction 
instructing them to complete the transaction as per the letter of offer, it’s secondary not 
primary, at the second stage. If I am not mistaken Dr. Yusuf Qaradawi has opined that the 
defense of Darurah is applicable in the case of all Muslim workers in Conventional bank.  The 
learned scholar stated that if all the Muslims workers are to abandon their Jobs in conventional 
bank, the economics of the banking business will be control substantially by the Jews or non-
Muslims... Can’t such presumption be applied to the role of Muslim lawyers?  
I have to say that since I became a lawyer in 1997 --- there are not so many Islamic banks but 
now (2008) there are quite a numbers of Islamic banks, so it is undisputable that after the Riba 
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loan transition is completed, the loan money is disbursed. We will get payment (legal fees) from 
the customer or in certain cases from the bank, (According to the scale of fees set by the 
relevant laws). It is the laws of the country that has stipulated the role of lawyers. They have 
undertaken to compensate bank in the event of the Bank suffer damages due to the lawyers 
mistake. There is why lawyers are insured (with a high premium).  
So the questions are:- 
(1) Is the lawyers’ works in loan transaction haram and Riba? Is the defense of darurah 
applicable?  If darurat is applicable, are all the moneys received from the transactions halal, can 
be used for Zakah and performing haj in Mecca?  
 (2) How about our work in representing bank to claim outstanding moneys from default 
customer? The claim normally consists of the principal sum and the interest and cumulative 
interest. ? Also Riba and Haram, or Darurah?  
 (3) If it is Riba, Haram and No Darurat, what should we do? What happens to the money we 
have spent? What should we do with the moneys in the bank, the assets?  
 (4) Let say, after 10 years, we never really sure, how many percentage is the Riba business and 
how many percentage is not Riba business? 
 (5) I am a partner to a firm. I want to leave Riba works.  Let say, other partners do not agree. So 
I surrender all my right as partner and I have no obligations to do all works including Riba work? 
As a result I would only receive a monthly payment as royalty or allowance let say $Rm3,000-00 
for 5 years. Is it halal? The allowance is meant for Islamic business. That is my demand.  The 
business of Islamic business is as strong as Riba business and surely more than RM3,000 a 
month. . Is it halal? The firm still carries my name but in the letterhead I am considered as legal 
assistant – I am not obliged to do any work. The payment is due to my contribution to the good 
will of the firm. Would I still be considered as having a part in the work of Riba my partners and 
firm, and therefore commit sins of Riba? 
(6) How about the works of other people like auctioneer who auction the land charge over Riba 
loan, the judge allowing Riba claim and awarding interest? The land officer who allow Riba loan 
documents to be registered in land office?    
(7) Application of Darurah. Is there any different to the following:-  
7.1)    The lawyers who are working as an employee involves in Riba transaction and the 
partners of the firm? 
7.2)    A lawyer who is a partners to the firm but not doing all the Riba works  and  say that the 
money and portion of his share is from non- Riba cases. ?  
7.3)   Staffs of the firm (not lawyers) who also involved partly in the Riba case?    
7.4) it has been 10 years of practice. The source of incomes comes from much kind of cases 
including Riba cases. . (Banking business mix Riba and Islamic). How?    
Please sir.  Help me.   
Yours faithfully, 
Hisham  
My Answer: 
1) Any work of a lawyer or a secretary in drafting, typing, correcting, reviewing etc. Any interest 
loan agreement is prohibited and covered by the Wrath of Allah as mentioned in a correct and 
authentic Hadith. These actions are parts of writing a Riba contract. There is no necessity to do 
that whatsoever. The principle of necessity is invoked only when there is an unbearable 
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damage caused to life, religion, mind, posterity or property. A Muslim is supposed to avoid such 
actions and if it happened that she/he did them then money received for these actions. Is not 
Halal and it must not be refunded to payers because it is a price of a service they received. It 
should rather be given to Muslim charity. It cannot be used as Zakah payment and it is not Halal 
for all other usages. 
2) It is permissible to represent a creditor (even if the loan is interest-based) provided you ask 
only for principal. Claiming the interest or asking a court to impose paying it is forbidden in our 
religion. 
3) You seek forgiveness from Allah and add more of the good deeds including prayers and 
Sadaqah. Allah promised in the Qur’an that good deeds remove bad actions and wipe them out. 
Sincere repentance requires to be accompanied by quitting bad actions. 
4) You make your best educated guess and judgment. 
5&6) Writing, recording signing typing and every part of the activity of creating an interest 
based contract is not permissible. Giving judgment of imposing interest is also Haran. Each 
Muslim is responsible for his or her own self and is required to follow the right path and only 
advise others to do the same.  
7.1 No difference and No necessity, as there are many activities lawyers can make that do not 
involve Riba 
7.2 You cannot claim that.. If you are a partner in a company or partnership you must put in the 
founding contract a condition that no interest transaction can be made. In a Partnership 
whatever each partner does of the business of the partnership is done in the name of all 
partners not only for that partner’s self. 
7.3 It is prohibited to do any part of writing a contract on interest or be a witness to it. Actions 
that do not make a part of writing are not prohibited and their income is not Haram. 
7.4 Make an educated estimation. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
--------- 
From: Hisham 
Sent: Monday, February 02, 2009 
Location: Malaysia 
Dear Sir,  
Important Matter 
Thank you so very much, sir. I was praying to Allah to reward you with the very best reward in 
this life and hereafter.  
Last Question: 
I wish I have such clear answers 2 years ago. But I think it is blessing in disguise. As I believe I 
am now stronger to deal with this Riba Issue. As if this answer reached me then, I do not if I 
were strong enough. Now I do accept your opinion and I want to follow it. I want to leave all 
Riba related works but there is one issue I need your help and opinion?    
To be frank to you, my firm is about to split/dissolved unless we are able to reach a settlement. 
Of course, one major reason is disagreement of Riba works.  
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My firm namely "ABU (not real name), HISHAM & RAKAN-RAKAN (Associates)".  My name is 
Hisham and my partners' name is Abu (not real name), now the firm has been established for 
10 years. The last two years is like 'cold war' between us.  
We have 2 branches of legal firms in KL and PJ, using our name; they pay us a monthly payment 
of let say 1k every month to each of us. All of their work mixed Islamic and non-Islamic, but now 
they say they are more Islamic cases than non-Islamic cases.  
I have explained Riba to may partners, but they believe they can apply the concept of darurah 
in Malaysia (in a wider sense) due to dual economic system and the non-Muslim control of the 
economic. . Therefore it comes under Maslahah. There is one fatwa issued by one state in 
Malaysia allowing Muslim lawyers/legal firms to do Riba works on reasons of Maslahah but the 
portion of work must be of small percentage. I am not satisfied with this fatwa as many 
loopholes as to the reasons and justifications of this fatwa.   
Therefore, my partners and lawyers don’t want to stop but insist in continuing Riba cases such 
Riba conveyance work and Riba litigation work. They have their reasons and 'fatwas'. One of 
them they say it would not be easy to justify to the bank (who have Riba and Islamic product) 
that they would accept Islamic assignment of case and would reject the Riba cases…etc. 
Actually, I have told them may be the best thing is to dissolve the firm, this idea do frighten and 
shock all the partners. I admit I am also worried... 
If the firm is dissolved ...logically there will be:- 
(1) Financial problems.  
(2) All the panel banks will look with suspicious and some may stop sending cases be it Islamic 
bank or conventional banks  
(3) Rumors will be spreading by those irresponsible firms and lawyers  
(4) A lots of new things have to be done to start again, and it’s not easy to get panel ship. 
(5) We will not allow Islamic or conventional banks ... they have same attitude towards lawyers, 
therefore no panel no cases from them, even though it is our client, because it is their moneys  
So I was given new options as to save the firm:-  
(1) I have no role in the firm as long as I was paid let say a total of RM4,000-00 (from all the 
legal offices) a month without having to do anything. I don’t have to any work for the firm.  
(2) The payment would be intended and consider to be paid from the income of Islamic cases 
by Islamic cheque via Islamic account. They say Islamic business is bigger than non-Islamic 
business.  
(3) One Thing I am sure is that they have more than enough Islamic income/money to pay me 
the amount of RM4,000-00 Islamic money every month. The Islamic income is surely more than 
4,000-00  
(4) My name is no longer in the section of partners in the firm's letterhead. Since I only receive 
a fix and small income, I do not want a liability of a partner   
(5) I have made my stand clear that I would not help any Riba cases at all and I would try to help 
on Islamic cases (moral duty not obligation). 
(6) They know that I would like them to leave all Riba work, I hope may be one day they will, 
InShaAllah. 
(7) We are now working on these options/alternatives to save the firm.  
(8) I am only afraid that I would still be in the sin of Riba since I may be considered as still 
having a role or contribution be it small or indirect as the firm  
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(9) I prefer this option as I want to further Islamic study and do a lot of other thing. Money is no 
longer my priority. I am now writing a book on Riba. I also want to do da’wah works. 
(10)If the firm is dissolved, I would have to do a lots of things on works  
THE QUESTION: 
(1) So Sir, What is your opinion on this arrangement? Is the deal acceptable in the eyes of God?  
The money I receive monthly, Is it Halal or haram? If not halal, do you have any other 
suggestions -- to save the firm and to save me from Riba?  I am now in dilemma and confused?  
(2) Let say if I have a total asset and cash of 300,000, what should I do? A mixture of Riba and 
Islamic money, 5-10 years ago, Islamic bank and product are not strong. Therefore Riba money 
may be more than Islamic money.  
My income for the past two years has not been so good... I am now hoping that I can settle all 
my debts and monthly liabilities. Of course I need this money. It would not be easy for me to 
give away all the money or most of it to the charity. I am planning to do Shari’ah cases on free 
basis (no actual payment from poor clients) (with intention and agreement that they pay me 
the legal fees from my money I gave to them as charity ... or Sadaqah, until I am satisfied I reach 
the particular amount to illegalize my money.....   Wassalam. 
Yours faithfully  
Hisham  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Hisham 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1)    What is prohibited is the part of a lawyer’s work that drafts, writes or review the Riba 
matters. There are many other legal matters with conventional banks that are not prohibited 
whether in documentation or in litigation that are not prohibited and the fees for them are also 
permissible. 
2)    I cannot and nobody can make judgment on behalf of Allah (Subhanahu wa Ta’ala). I can. 
Tell whether an action is acceptable to God or not! I can sometimes tell you whether it is in 
compliance with Shari’ah or not. But of course, you are the one who knows how much of the 
actions of your firm is directly related to writing Riba contracts or claiming Riba in courts. If you 
think that the partnership makes little of the prohibited activities and your name does not 
contribute to the prohibited activities it is then permissible to let your name be used in all 
permissible activities and get the income thus generated. 
3)    For the second question, again it is you who determines what is not legitimately earned of 
your accumulated savings. Nobody can interfere in this, it is only and strictly between you and 
Allah. Whatever is not earned legitimately should be given to Muslim charity.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Rabia 
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Sent: Friday, January 23, 2009 
Question: witnesses on loan agreement 
Assalam Alaykum, 
For the loan agreement since a notary republic would cost money and seems cumbersome is 
having two witnesses as sufficient with address and phone numbers. Also I wanted to humbly 
ask you if you would be willing to provide a brief testimonial regarding Iana's Interest lending 
program for our website. We would like your comments to encourage people to donate and 
support the organization. InShaAllah also help to build credibility.  
We would really appreciate your feedback! 
Rabia Sheikh 
Iana Financial 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear sr. Rabia 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes, from Shari'ah point of view, it is permissible to have the contract signed by two witnesses. 
But please notice that the matter of notary public is not a matter of Shari'ah, it is rather a legal 
matter in your Province and in Canada in general. Please check with your own legal counsel 
whether it is ok to have the loan and charge documents only witnessed. In USA, we usually 
have a public notary in every office, it is easy for any American to be a notary public, is it the 
same in your Province? if so why not having one of you become a notary public? 
For the support statement I will be glad to sign one. Please write anything that is suitable to 
your website and email it to me I can sign it and send it back. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------------- 
From: Rabia 
Sent: Tuesday, March 03, 2009 
Question: Witness in Loan Agreement 
Assalaam Alaykum, 
I just wanted to ask you if a witness also needs to sign on a loan agreement of the borrower.  
Rabia 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Rabia 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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Theoretically NO because a loan agreement can also be verbal. The question is: would 
witnesses and notarization add strength to the contract in case of litigation and execution? The 
answer is of course positive.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------------- 
From: Annas   
Sent: Saturday, December 18, 2010 
Question: Job may involve interest 
Dear Ammo Monzer, 
Assalamu Alykum! 
InShaAllah you are well and in the best of conditions! 
Since you are a Qatari citizen at the moment, congratulations on winning the competition for 
hosting the world cup (only if you approved of the bid in the first place, of course). 
I am e-mailing because I have a very important question regarding a highly interesting job offer 
that I received. Since all information given me by the company is confidential, I would be glad if 
you could give me confidential advice, as always J, jazakumu Allahu khayr! 
I have been offered the position of CEO for a big Western venture capital company that wants 
to open up an office in the Middle East. 
As CEO of that organization, my tasks would include building a number of diverse teams to start 
different companies in the e-commerce business, an area which has yet to take off in the 
Middle East. 
The company and its investment philosophy is not Muslim. Hence, in their portfolio they have a 
number of e-commerce projects that do not fit the Islamic moral and business code (for 
example, e-dating websites). 
I wonder to what extent that should impact my decision making process to accept or reject that 
job offer as CEO. 
I am sure I can refuse to work personally on specific projects (like building a dating website for 
the Middle East). However, by creating the infrastructure for the company (establishing 
contacts with Middle Eastern High Potentials and Entrepreneurs, advertisers, etc.) in the Middle 
East I am basically paving the way for others to embark on projects that I personally would not 
necessarily work on. 
My motivation to work for this company is simple: It offers me an immense learning 
opportunity and also a possibly high financial return. I cannot imagine another job where my 
learning curve would be steeper. 
However, Alhamdulillah, I have very good job offers already on the table that do not have such 
implications (If I reject the offer of CEO, I would start as Consultant with McKinsey in Riyadh / 
Saudi Arabia InShaAllah). Still, from a personal, career, learning and financial perspective, I 
believe starting with the venture capital company would be bringing me forward more strongly 
than any other job. 
I would be very glad if you could offer me a piece of advice on what would be the best course of 
action for me here. 
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I am sorry to bother you with this question and thank you highly for your precious guidance and 
support. Jazakumu Allahu Khayr – You have always been there for me over the years and have 
contributed significantly to my personal development. Thank you very much and all the very 
best to you and your family InShaAllah! 
Wassalamu Alaykum Wa Rahmatu Allahi Wa Barakatuh, 
Annas 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Annas 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
It is so nice to hear from you again. 
I think it is OK to go for this opportunity. It is none of your own business what the company 
makes after you. What matters to you is that you do the right thing within the Shari’ah 
boundaries. Please give Salam and appreciation to your grandfather, mother and uncle. Did you 
get married by now, everything is Khalas? And are you in Riyadh or in Germany? 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
Dear Ammo Monzer, 
Wa Alaykumussalam Wa Rahmatu Allahi Wa Barakatuh, 
Thank you very much for your comprehensive answer. I will definitely pass on your Salams to 
my family! 
Myself, I am currently in Riad – however, only to visit my fiancé (so far, we have only made 
kitaab back in July 2010). The wedding will be 10 months from now InShaAllah (also in Riad 
InShaAllah). I would be glad if I could have you and your family as my/our guest on that special 
occasion. Once the date is set, I will get in touch with you again. 
I am still working on my PhD, which I will submit shortly InShaAllah (April). 
After that, I was initially planning to start with McKinsey. However, plans have changed a little 
after I received the offer from this venture capital company. 
I was offered to launch and oversee their operations in the Middle East, and additionally be the 
CEO of their first venture, which is very appealing. 
I have also told them that “full Shari’ah compliance” of all businesses is very important to me 
and to the region, and they agreed to abide by those principles. 
Still, there are a few issues which I am not yet sure how to handle from an Islamic point of view. 
For example, a big chunk of their business will be to sell clothes online. Clothes can be sold 
online only if models wear and show them. This applies for male and female apparel. From an 
Islamic point of view, is it permissible to use pictures of female models wearing different 
clothes to show off the products, even if that by far exceeds what is regarded as 3awrah by 
Islam? 
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Another example is the financials of the company. Even if they don’t take loans because of full 
equity funding, there is still the problem of getting interest accrued on the accounts of the 
business. If I am CEO of that company, how liable am I from an Islamic perspective for the 
interest accrued on the accounts of the company that I manage (even though it will be only a 
small minority of the shares that will be mine, and even though the amount will actually be 
negligible because this is not all planned, but rather a possible side effect that comes with 
having a regular bank account). 
I would be grateful if you could share with me your point of view on these two issues. Jazakumu 
Allahu Khayr for your precious support and advice and your patience with me! 
Baraka Allahu Feekum, all the very best InShaAllah, 
Wassalamu Alaykum Wa Rahmatu Allahi Wa Barakatuh, 
Annas 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Annas 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
As a CEO, you can open only current accounts that do not accrue interest and forward large 
sums to mother company if they are needed as semi liquid. I do not suggest that you should 
open any interest account.  
Models can be tolerated as long as you can make them incomplete, (needed part of body for 
the relevant cloth).  
I hope we can meet soon anyway.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------- 
From: Sabih   
Sent: Tuesday, December 04, 2012  
Question: Work in investment management company 

Assalamu Alaikum Dr. Monzer,  
Jazakallahu Khairan for your response to my fiancé in regards to the condo purchase as well as 
my current position within Finance. I would like to shed a little more light on what I do to better 
suit a response tamed to my particular position.  
For the past 5 years, I have worked in the back office of Investment Management at State 
Street. I had been settling trades, booking trades and covering risk within Collateral 
Management. Our back office functions related to all of PIMCO's Derivative trades with their 
respective counterparties. I found a little comfort in knowing that Mohamed El-Erian, a Muslim 
from Egypt, was the CEO along with Bill Gross. I attached an article about Islamic Finance from 
my time at State Street which I believe couldn't be done had there been no Muslims in 
American Finance. I decided that I needed a change of venue and moved to a firm in LA in 
which I would not be involved in every aspect of post trading tasks.  
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My position in LA is within the Middle Office. I primarily deal with reviewing contracts to 
determine eligibility, fulfill Dodd-Frank requirements (new regulatory implementations), 
account agreement setup and send reports to respective counterparties which have payments 
settling. I do not take part in sending or receiving money, the custodian banks and brokers take 
care of that. I used to book hundreds of trades a day and now I book just a few, if any, a week. 
These are Fixed Income products. I am not a trader, I just receive the allocation from the 
traders and book them. I also audit trades, ratings and agreements.  
My functions fall under Financial Operations and not as an Advisor or Investment Manager. 
Please advise the permissibility of my functions within my current position.  
Jazakallahu Khair,  
Sabih 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sabih 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thank you for your email. I cannot of course lump sum an opinion about your functions. This is 
a thing you will have to do on your own. I can mention what I see a problematic area from 
Shari’ah point of view. 
Booking trades and/or executing them for oneself or for others is permissible if what you buy 
and sell is permissible. Options, futures, all fixed income in American markets, stocks of 
companies which are over-ridden with non-permissible activities and/or contracts such as 
interest-based contracts, all that is not permissible in Shari’ah essentially because of lack of real 
economy in them, they are either virtual properties (derivatives) or debt trading (which is also 
virtual because the debt in fact does not change its amount through time. Think of it is interest 
a real growth of a debt?). 
On the other hand, auditing contracts and agreements and documents which are interest-
based, after they are done is not Haram itself, it is a supporting function of a Haram. I don’t like 
it but I do not dare claiming it non-permissible.  
Reviewing the same before they are done is a part of writing them and is included under the 
prohibition of “taking Riba, giving it, writing it or being a witness to its contract” because it is a 
necessary part of writing it. 
Wa Allahu A'alam 
Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------- 
Assalamu Alaikum Br Monzer,  
Jazakallahu Khair for your response to my question. I seek to attain much more knowledge on 
Islamic guidelines within Finance and was wondering if you would suggest any good reads from 
respectable scholars. I am having a difficult time determining whether the authors of books 
which I have read are indeed in a position to make accurate judgment or are respectable 
scholars. I read a book this past Friday at the masjid bookstore and was wondering if you could 
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shed some light into what the author had to state about certain debt instruments. I will try to 
get the authors name InShaAllah this Friday when I go back.  
Don’t tell me the name, I don’t like to give opinion on people or institutions  
1. The author stated that it is okay to finance a tangible asset such as a home using a fixed 
rate because the price is agreed (including the rate) at purchase but the payments are spread 
across a term. Does the fact that a commodity is added to the mix change the definition of 
Riba? 
2. I found something similar on this site, should I trust this? 
http://www.islamweb.net/emainpage/index.php?page=articles&id=135440 
I think it is more of misunderstanding than wrong. You can lease purchase a house ending up 
getting it completely after a period of time. The lease is fixed. You can also buy it on installment 
at a price higher than the cash price, the increment is also fixed. Riba is an increment in a debt 
not a price differential for time. Price differential for time is a true benefit which has its real 
existence in reality and it is recognized in Shari’ah. But debts do not increase by passage of 
time. The difference sometimes loos trivial but it is still there. Goods and assets have different 
values across time but debt does not. Remember in any legal system there are lines to be 
crown between what is permissible and what is not and sometimes the difference looks very 
slim between points around the lines. Getting a debt to buy a house for 100000 and then 
paying to the creditor 120000 later looks close to buying a house on deferred payment for 
120000. But if you think about it you will find important differences. 
3. The author stated that government related bond instruments are permitted because the 
"interest" you pay is back to the community, and not for profit of investors (sort of like a tax I'm 
assuming). I never heard this before except in the context of paying back a loan to your own 
401k with interest. Any thoughts?  
This is incorrect and no evidence for it exists 
On a side note, have you heard of Sheikh Yusuf Talal DE Lorenzo <http://muslim-
investor.com/mi/bio-delorenzo.phtml>? I read the below article but wanted to make sure the 
author is credible. Have you heard of this website below? He mentioned Shaykh Hasan al Banna 
and Shaykh Muhammad al Ghazali but didn’t provide a reference.  
http://muslim-investor.com/answers/working-for-a-bank.html 
Yes but no comment 
It truly means a lot that you have gone out of your way to assist me in my pursuit for 
knowledge. May Allah swt bless you for your efforts? I read your article on "The Early Islamic 
Public Revenue System" and found it to be very informative. I love the extensive research and 
references. I find your website to be a very good source of knowledge as well.  
Thank you and May Allah bless you 
Jazakallahu Khair,  
Sabih 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sahib 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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Please see below 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

***************************************** 
Subject:  Renting a property to interest institutions 

 
From: Fawzi 
Sent: Wednesday, July 13, 2011   
Location: Accra, Ghana 
Question: Consultancy services to Interest institutions 
AS-SALAAMU ALAIKUM WARAH'MATUL-LAAHI WABARAKAATUHUU 
May ALLAH bless you, your family, and loved ones? May ALLAH bless you in your efforts? 
My consultancy work means that I am approached by companies wanting to work with the 
government. In most instances, when they approach me, they are in need of projects which 
they would be financing using conventional system. 
As a consultant already working with the government and one who informs these companies 
about what projects are available and how to access them, what do I do about my commission 
when they decide to raise the funds in the form of an interest based loan? 
I try to convince them to use alternative investment methods, but my position is usually weak. 
Please are you able to get companies that would consider financing government projects based 
on Islamic Financial methodology? 
Thanks 
Fawzi  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Fawzi 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
If your commission is for guiding them to a permissible project and other permissible services, 
you are OK, as you have nothing to do with their actions that are not parts of what you provide 
them.   
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------- 
From: Sameer 
Sent: Saturday, July 16, 2011   
Question: renting to a Bank:  
Dear Sir, 
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I've a doubt regarding a renting out the property to a Riba based organization such as bank, is it 
halal to give a property on rent to such institutions? 
Regards, 
Sameer 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Sameer 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Yes, it is a gray area where you expect different opinions. Mine is: it is permissible because we 
were not ordered to boycott interest dealers in matters that do not involve interest. I mean: 
renting them is like selling them bread and butter although there is a strong argument that you 
are renting it to do the Haram on the property. If the rental contract refers to doing interest on 
the property it becomes Haram.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************************* 
Subject: Interest on Insurance Accounts and Student Loans 

 
From: Mohamed 
Sent: Thursday, April 16, 2009 
Location: United States 
Question: 
Dear Dr. Monzer, 
Assalamu Alaykum wa Rahmatullahi wa Barakatuh, 
I live with my family in the USA. My wife and I are currently repaying our student loans which 
are of course interest based loans. I have a 401k account and my initial thought was to 
contribute to my account for a while and benefit from the dollar for dollar matching by my 
company and the returns on the account. My plan was to withdraw the money from the 
account to repay my debt once I have sufficient money (I am aware of the 35% penalty to 
withdraw 401k money). My logic was since I am not sure how Shari’ah compliant is my 401k 
investment, I can use the money to repay a loan that bears interest and thus I am not going to 
live off this money but rather use it to get rid of debt. My wife is in a similar situation as she has 
student loans and owns a life insurance account that pays her dividends at the end of each 
year. Her parents purchased the account when she was a child and after she converted to Islam 
a while back we started thinking of taking the money out of this account. Our logic of how to 
use the insurance money is similar to what I have mentioned about the 401K as we are thinking 
to use the money in the insurance account (plus dividends) to repay our loans. My question is: 
since the investment returns from the 401k and insurance accounts are not Shari’ah compliant, 
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can we still use them to repay our student loans OR should we withdraw our money from the 
accounts, only keep the principal and donate the returns on the accounts? 
Jazakum Allahu Khairan for your constant help 
Yours, 
Muhammad  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br.  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Here are a few points of relevance: 
1. Whenever one happens to fall in the vice of interest contract one has to exit of it as soon as 
possible. Accordingly, try to pay as fast as you can these student loans and put in that direction 
as much as you can of your resources/income.  
2. It is permissible to subscribe to 401K to benefit from the employer matching contribution. 
Investment of these funds is normally mixed of permissible and non-permissible. You should 
make your best effort reasonably to acquire info on the percentage of permissibility and keep 
that part in addition to your principal and the matching contributions, the part of income 
determined not permissible should be given to Muslim charity. It cannot be used to pay interest 
due on you or any other charges, permissible in Shari’ah or not, as long as they are consistent 
with the law of the land and you have no legal way to escape them. The reason: this non-
permissible income, including interest, is not yours and cannot be used to dispose your 
obligations. 
3. You can borrow on the 401K, the system requires you to pay interest on this borrowing, but 
in fact this interest is credited to your own account. It is not considered interest from pay this 
interest. 
4. Life insurance is permissible. Dividends derived from it are most-likely interest based; if so or 
at least the part that is interest cannot be used to pay your own loan or its interest as explained 
above. The part of dividends that is not interest or similar Haram can be used to pay the loan. 
Since this insurance is paid for by other persons, your wife can use the principal to pay her 
and/or your loans if she is permissible to withdraw the principal according to contract.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------- 
From: Habib 
Sent: Wednesday, December 16, 2009 
Question: Lease purchase and Student Loans in Islam 
Dear Br. Dr. Monzer, 
Assalamu alaikum. 
I hope you are well. Please see below two important questions on lease purchase and Shari’ah 
compliant Student loans. I will appreciate your views on the query. 



 

154 
 

Best regards, 
Habib 
Lease purchase: My husband wanted to take advantage of the 50% tax rebate on new cars for 
small businesses and we wanted to ask if it was haram if we purchased a vehicle for his 
business this way. After extensive research with the car buying companies they said the only 
way we could purchase this vehicle is through a \'hire purchase\' agreement where they do not 
charge us any interest except only if we default on repayments. InShaAllah we will not be 
defaulting because the money is available but we wanted to be able to claim back 50% of 
expenses through the tax offset available to us. They said that this was the only way available 
that the Australian consumer law would allow. So therefore no interest would be charged if 
payments were made on time. I would like your opinion on this matter before we go ahead and 
do anything. Please reply as soon as possible.  
Salamalaikum 
Purpose 
A Hire Purchase arrangement is an agreement to purchase a vehicle subject to payment terms 
to the finance company. You will automatically own the goods when you pay the final payment, 
different to a lease. 
How it works 
Term: The term of finance agreement can be from 1 - 5 years. 
Deposits: Deposits are not required. You might choose to trade in an existing vehicle in order to 
put in a deposit to reduce the amount to be financed.  
Residual/Balloon: You can choose to have a balloon payment as the last payment of your 
finance agreement. This balloon payment is usually between 10% - 40% of the cost price, but 
may be as low as one dollar, dependent upon the equipment. This decision is usually influenced 
by the level of monthly payments you are comfortable with. 
Owner of the goods: The financier retains legal title (i.e.: owns the goods) during the term of 
the agreement. You automatically secure ownership upon payment of the final installment.  
Accounting Benefits: For income tax and GST purposes, a hire purchase agreement is treated 
very differently to a finance or operating lease. Under GST, a hire purchase agreement is 
treated as a "taxable supply" on the commencement of the arrangement between the hirer and 
the financier.  
With a hire purchase arrangement, there deemed to be a sale of the equipment from the 
financier to the hirer, the GST liability arises at the commencement of the arrangement. Even 
though the total amount payable under the agreement will be paid by periodic installments and 
ownership of the equipment will not pass to the hirer until the final repayment. The financier, 
being the supplier, is responsible for the payment of the GST liability.  
Therefore the amount financed is inclusive of GST, and your monthly repayments are not 
subject to GST unless you are on a cash basis for GST. (Seek advice from your accountant). You 
can claim the interest component of all repayments. The depreciation of the goods is fully tax 
deductible providing goods are used 100% for business purposes.  
The goods you purchase become an asset that shows on your balance sheet for your business. 
The goods will also be a contingent liability until the end of the finance agreement. You may be 
liable to pay fringe benefits tax and should refer to the ATO at: www.ato.gov.au/businesses for 
further information)  
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You should always seek advice from your accountant on the rules and how they apply to your 
particular business and equipment.  
Please get back to me as soon as possible because this offer is only available in Australia until 
the end of the calendar year. 
Kind regards 
Zoubade 
--------- 
Dear Zoubade, 
Assalamu alaikum. 
Thank you for your email.  Though I can give you my views, I do not feel comfortable to give a 
fatwa (as I do not feel qualified to do so). The transaction you mention is very similar to the one 
used by Islamic banks (Ijarah wa iqtinah), but of course the contract that will be used is not 
going to be Islamic. However, some scholars have permitted use of conventional finance if you 
need the car for business and Islamic option is not available. To confirm this, I am copying this 
email to Dr. Monzer Kahf (monzer@kahf.com), who may be in a better position to give you an 
answer.  
Best regards, 
Habib 
--------- 
Dear Professor Ahmed, 
 I hope this finds you well. 
 My name is Alaa' Al-Samarrai and I am contacting you on behalf of the Student Affairs 
Committee (SAC) of the Federation of Student Islamic Societies (FOSIS) to seek your advice and 
expertise. 
We are currently working on a project entitled "Ethical Student Loans" which aims to promote 
and make accessible Shari'ah compliant student loans to Muslim students in order to eliminate 
obstacles in funding for Higher Education. Therefore, we are consulting scholars and academics 
from a range of backgrounds in order to gain more clarity surrounding the issue.  
As you're probably aware, students in the UK are required to pay their tuition fees for 
University degrees upfront, and the general cost of tuition fees for one year, based on 09/10 
figures is £3,225 (subject to change every year). Students have the option of requesting a 
tuition fees loan from the Students Loan Company which will pay their fees on their behalf. 
Students then pay this back in installments once they are earning over £15,000 a year, at a 9% 
cut of whatever they earn above that. Repayments include the cost of inflation (arguably, 
interest) on top of the sum of the loan itself.  
In light of the above, what is the permissibility of student loans according to the Shari'ah? And if 
it's contradictory, what in your opinion would be the best solution/viable alternative to the 
problem? 
Your thoughts and advice would be highly appreciated.  
Best regards,  
Alaa' Al-Samarrai 
--------- 
My Answer: 
Dear Br. Dr. Habib, Mrs. Zoubade 
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Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
My Answer: 
Bismi Allah al Rahman al Rahim 
Alhamdu Lillahi Rabbi al Alamin, wa al Salatu wa al Salamu ala Sayyidina 
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
I am sorry that the previous email went without message only by mistake 
According to the explanation of the question if this condition is the only violation of Shari’ah or 
say the only interest clause in the contract, it is OK to take this contract because the choice to 
pay on time or not is in your hand and you know that you are not going to be delinquent. Then 
you are not going to invoke the application of this clause. Same thing we have in credit card. To 
put it simply; is it not permissible to accept a choice between a permissible matter and a 
prohibited one and sign my acceptance knowing that I will only choose the Halal?  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------- 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Prof. Habib  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Indexation is controversial. There are views that consider it permissible. I personally accept it if 
it is done on the basis of known inflation rates in contrast to forecasted rates. When it is done 
on past known rates it is only a matter of preservation of the property of the lender. Suppose 
the loans are given from a cooperative that obtained funds from donations, wouldn’t we like to 
preserve the funds so that they will not vanish or disappear because of inflation?  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Mansoor 
Sent: Tuesday, December 22, 2009 
Question: student loan linked to inflation 
Dear Mr. Kahf, 
I have a short question regarding the student loan linked to inflation which you have already 
commented upon on more than one occasion. You mentioned that a small number of scholars 
deem it permissible; I would be grateful if you could mention any of them and what general 
methodology they follow. What I mean is that I only take my fatwas from scholars who adhere 
broadly to the four Sunni madhabs as opposed to any other historical madhab or Ijtihad 
opinion. 
so: 
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1. Is indexation something deemed permissible by any scholars historically? 
2. The minority who deem it permissible today - to they rely on traditional Usul from the four 
schools or is it a new Ijtihad? 
salaam 
Mansoor 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Mansoor 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I am sorry I refuse to answer your question because of your incorrect and inappropriate stand 
on the concept of Fatwa. I believe Fatwa on contemporary issues must abide by the principles 
of Shari'ah, its Maqasid and its detailed text not by historical views and positions. In fact in our 
research and studies we are finding several inconsistencies and incorrect positions in the 
historical schools, Sunni and others. I am Sunni and I abide by Islam only. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
---------------------------------------------------------------------------------------------------------------------- 
From: Rauf 
Sent: Sunday, August 15, 2010 
Question: Financing education 
Assalaamu Alaikum Sh. Kahf, 
I pray that you are doing well, InShaAllah. 
Shaykh, I wanted your advice on education-financing products.  
As you know in North America post-graduate education can be very expensive. It is more 
expensive in the US than in Canada. Most students end up taking student loans through 
government sponsored financing institutions or just plain bank loans. Ultimately, students end 
up with a large debt by the end of their education period. And unless they pay it all out within 6 
months they will be paying interest on the outstanding debt (Law in Canada). 
Interest-free loans, though useful, are not always available unless you have some contacts. 
I have been doing some research and now with the Islamic Banking education from INCEIF, it 
has been very helpful in guiding my research as well as product design. I am thinking more 
along the lines of a sort a "public-private investment fund" that somehow brings government 
funding as well as private investors together to fund education as a form of investment. I know 
educational services in and in itself are not an asset, but could these be structured as an 
"investment opportunity" for investors/financiers? 
How would you frame our education financing issue? If you have come across a practical model 
and/or institute that has done it well, I would appreciate if you could introduce it to me or point 
me in that direction. 
I was really hoping to see you in KL and benefit from your knowledge, Unfortunately I am tied in 
Canada. 
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Jazak ALLAH Khayr. 
Was-salaam 
Rauf 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rauf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thanks for the email and sorry for the delay, I had a serious computer problem that I hope is 
solved now. 
Education is a service that can be financed commercially on quasi-Murabahah basis. Exactly as 
Murabahah you buy the credit hours and sell them to the student. Also you can provide 
housing service and buying other needs on a credit card like arrangement. Where you issue a 
credit card with a given amount usable for certain goods and services and all its amount plus 
markup will be due on a given way in the future. Of course it needs a suitable infrastructure. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Monzer Kahf 
-------- 
Assalaamu Alaikum Sh. Kahf, 
I pray that you are doing well, InShaAllah. 
Shaykh, I wanted your advice on education-financing products.  
As you know in North America post-graduate education can be very expensive. It is more 
expensive in the US than in Canada. Most students end up taking student loans through 
government sponsored financing institutions or just plain bank loans. Ultimately, students end 
up with a large debt by the end of their education period. And unless they pay it all out within 6 
months they will be paying interest on the outstanding debt (Law in Canada). 
Interest-free loans, though useful, are not always available unless you have some contacts. 
I have been doing some research and now with the Islamic Banking education from INCEIF, it 
has been very helpful in guiding my research as well as product design. I am thinking more 
along the lines of a sort a "public-private investment fund" that somehow brings government 
funding as well as private investors together to fund education as a form of investment. I know 
educational services in and in itself are not an asset, but could these be structured as an 
"investment opportunity" for investors/financiers? 
How would you frame our education financing issue? If you have come across a practical model 
and/or institute that has done it well, I would appreciate if you could introduce it to me or point 
me in that direction. 
I was really hoping to see you in KL and benefit from your knowledge, Unfortunately I am tied in 
Canada. 
Jazak ALLAH Khayr. 
Was-salaam 
A Rauf 
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My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rauf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Thanks for the email and sorry for the delay, I had a serious computer problem that I hope is 
solved now. 
Education is a service that can be financed commercially on quasi-Murabahah basis. Exactly as 
Murabahah you buy the credit hours and sell them to the student. Also you can provide 
housing service and buying other needs on a credit card like arrangement. Where you issue a 
credit card with a given amount usable for certain goods and services and all its amount plus 
markup will be due on a given way in the future. Of course it needs a suitable infrastructure. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
------- 
Assalaamu Alaikum Dr. Kahf, 
Ramadan Kareem to you and your family!  
Alhamdulillah, we have been progressing towards offering small-scale financing services within 
the community. We are starting off with used-vehicles, home appliances/renovations, and now 
looking at education financing. We will be starting out small, in the range of $5K and then 
raising the bar as we go along.  
You had mentioned that education could be financed using quasi-Murabahah. If I understand it 
correctly, the process would work the following: 
1. Student approaches us for education financing 
2. We buy the course for the student (pay for the course) 
3. We charge the student a mark-up price for the course we paid 
Am I missing any steps here? 
As well, could do a similar arrangement for professional services financing? For example, if a 
commercial organization would like to retain accounting or legal services and is looking to 
finance those services, we could do it based on Murabahah? The reason I ask this is because 
there is some confusion on the treatment of "Goods" as assets while "Services" aren't. Hence, 
there is the issue of ownership, I.e. can we "own" a particular service such as accounting 
service. Since ownership of the asset is required in selling under Murabahah, knowing the 
ownership status in trade of assets would be important. 
Jazak ALLAH Khayr, 
Was-salaam 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rauf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
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The Steps are correct. In services such as education the condition of possession is dropped 
because in possession one consumes the service and there will be nothing to sell. Please notice 
that financing education is similar to outsourcing services. Don’t we contract a company to 
provide us with a service of professional, just add to the outsourcing the finance element that is 
the time difference between the time we pay the company and the time it pays the 
professional, the finance provider pays the role of a company that pledges to give a student the 
service of a given number of credit hours and the student pays later. Add to it that in Shari’ah 
services are considered Maal/property for all transaction purposes. But it is a property that can 
be sold without the condition of possession because it does not apply to this kind of Maal. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Shamir  
Sent: Saturday, September 04, 2010 
Question: University funding 
Salam Alaykum Sheikh and uncle, 
I asked a sheikh from my local masjid about university loans, he said to take a student loan with 
interest will remove the blessings from my studies. Uncle please help me as I'm only 17 and 
don't understand the intricacies of Islamic finance, can you think of any way for me to fund my 
studies? My parents don't have much money either and it will cost at least £13000 for four 
years and possibly £32000 if the government stops subsidizing the tuition fees. 
Uncle I really need to know of some way to fund the degree in a way that Allah will keep the 
blessing in my studies. 
JazakhAllah Khair, 
Shamir 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Shamir 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I see the student loans when loaded with interest as Haram and forbidden as any other loan. I 
suggest that you should finance your study by scholarships, merit and other grants and by work 
and study. You don’t need to be full time in universities if you need financing and find no other 
sources. 
Interest based student loans are Haram except in cases of necessities that may arises while one 
has other financing plans but some unexpected events happen that distorted the finance plan 
and make a loan necessary to salvage a current situation. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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---------------------------------------------------------------------------------------------------------------------- 
From: Roshaan 
Sent: Monday, April 11, 2011 
Location: Canada 
Question: Student loan in Canada 
Dear Sir,  
I am a student at the University of Toronto. I am taking OSAP (Ontario Student Association 
Program). It is an organization which provides financial assistance to students by giving them 
loan. I would have to start making monthly payments after I am finished with my studies at the 
university. However, after I am done, if I don't fully pay my money within 6 months... they 
would start charging me interest. I have recently came to know that interest (Riba) is haram 
and one should not put himself in a situation that he has to pay it. Right now, regardless of how 
much I try, I would probably have to pay some interest. The only thing about continuing to take 
OSAP would be that I would have to pay more interest than what I would eventually be bound 
to pay (if I stop taking it) 
In terms of my family conditions, my parents cannot afford to pay me as much money as 
required by the university for all 4 years. In fact, we are getting a break even for the income and 
expenses. In other words, we barely get to have some savings. So my question to you is, under 
these circumstances, should I continue to take OSAP? Does Allah give me the permission to do 
so in terms of interest? 
I will try to make money and pay off as much loan as possible without having to pay interest. 
However, is it okay, if despite my best efforts I end up paying interest, based on the 
circumstances in which I am in?   
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Roshaan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I believe that student loans which have a break from interest should only be taken in as much 
as one can avoid interest by paying within the grace period. 
Every student in Canada can find a part time job to pay for her/his study or make good grades 
and have a merit scholarship, etc. If you cannot pay the loan without interest then take a part 
time job and work harder like many other students.  
And no it is not OK, trying is not sufficient. Rather you need a specific plan. If you do not have a 
plan to pay within the grace period, it is not permissible to take such a loan. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------ 
From: Roshaan 
Sent: Friday, April 15, 2011 
Dear Sir,  
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I am a student at the University of Toronto. I am taking OSAP (Ontario Student Association 
Program). It is an organization which provides financial assistance to students by giving them 
loan. I would have to start making monthly payments after I am finished with my studies at the 
university. However, after I am done, if I don't fully pay my money within 6 months... they 
would start charging me interest. I have recently came to know that interest (Riba) is haram 
and one should not put himself in a situation that he has to pay it. Right now, regardless of how 
much I try, I would probably have to pay some interest. The only thing about continuing to take 
OSAP would be that I would have to pay more interest than what I would eventually be bound 
to pay (if I stop taking it)... 
In terms of my family conditions, my parents cannot afford to pay me as much money as 
required by the university for all 4 years. In fact, we are getting a break even for the income and 
expenses. In other words, we barely get to have some savings. So my question to you is, under 
these circumstances, should I continue to take OSAP? Does Allah give me the permission to do 
so in terms of interest? 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Roshaan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I believe that student loans which have a break from interest should only be taken in as much 
as one can avoid interest by paying within the grace period. 
Every student in Canada can find a part time job to pay for her/his study or make good grades 
and have a merit scholarship, etc. If you cannot pay the loan without interest then take a part 
time job and work harder like many other students.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
----------------------------------------------------------------------------------------------------------------- 
From: Farhan 
Sent: Wednesday, July 06, 2011 
Question: School tuition 
A/Salam Prof. Monzer Kahf,  
My name is Farhan Gilani and I am a senior at University of Michigan-Dearborn.  I am majoring 
in biology with a minor in health policy.  I would like to seek your advice about tuition and 
loans.  I am the first once in my family to go to college here in US and I don't have any relatives 
in this country.  In the near future I plan to go into a health profession.  I am self-supportive but 
I really need academic advising help.  I was referred to you by Talaat Pasha.  Please let me know 
if you could help me in terms of any advice.  
Many Thanks and W/Salam.  
My Answer: 
Bismillah al Rahman al Rahim 
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Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Farhan 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I urge you to focus on the concept of study/work much more than seeking loans. Try all 
opportunities of scholarships, there are many to those who search vigorously and apply 
everywhere. Find yourself any moonlight job of 10-15 hours a week to support your study and 
do not take a loan unless pressed for it for late payment on tuitions. BTW, try the scholarships 
of IDB (Islamic development bank). 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------- 
From: Ismail   
Sent: Monday, October 31, 2011 
Question: Student Loans 
Dear Dr Monzer Kahf 
I have started University in the UK and I was having difficulty in taking out a tuition fee loan 
only which will cover the academic year. The tuition fees are currently £3375 and if I barrow I 
have to return it back plus the rate of inflation. I am living with my mother so she doesn't have 
that kind of money to cover the tuition fee loan. 
My question is My course is a sandwich course which means that the first 2 years I will be at 
university the third year I will have the opportunity to work or do a paid work placement and 
after the placement I go back to the University and complete my final year. Now during the first 
2 years if I take out the tuition fee loans which is £3375 each year and take it for the first 2 
years which will work out as £6750 and during the placement year I pay that amount of money 
back to student finance England then I will not have to pay interest because I have cleared it. 
However, what the government says is that students will only pay back tuition fee loan once 
they graduate and earn over £15000 and that is when they charge the inflation rate interest. So 
can I have the intention of barrowing the loan and returning it during my placement year is that 
allowed under Shari’ah law? 
Jazak Allah khair. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Ismail 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
I you think that you can in reality pay it back within this placement year so that no interest will 
accrue to this loan, there is no harm then of signing the contract even if it says that interest 
shall accrue after it. This is as long as you have both the intention and the ability to clear it 
before any interest accrue on it. Signing an interest contract with such an option amounts to 
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signing a contract which gives you the choice to go for interest or to go without interest. Of 
course as a |Muslim you will go without interest and you are sure of your ability to do it. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From:  Yusra 
Sent: Sunday, March 10, 2013   
Question: taking an interest student loan to gain a grant 
Assalamu Alaykum, 
I work part time at my college and the program I work under is part of a program called 
AmeriCorps in which after completing a year's term of work, they offer us an education award 
of about $1200. However this award can only be used in 2 cases, to repay a qualified loan from 
the university or to pay future tuition expenses. I am graduating this year so I cannot use the 
second option. As a part of my financial aid, the university offered me a subsidized loan in 
which I do not pay any interest on it but the government does while I'm still in school. My 
education award that my work has offered me will repay the loan I take out in June when I 
graduate, so I would not be paying any interest on the loan whatsoever. So would it be haram 
to take out this subsidized loan?  
Jazak Allah Khair 
Yusra 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Yusra 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
So you are Noma’s friend, sorry that I did not receive at all your previous mailer, it may have 
gone to junk file without my notice. 
If you are sure about what you described, government pays all the interest and the grant from 
work pays the principal upon graduation without you having to pay any interest for delay of 
payment (usually the first 18 month is still with no interest), taking this loan is not Haram even 
though you have to sign that you will pay interest if there is delay. The reason is that surety of 
no delay. Further whatever the government pays during the loan period is none of your 
business, it is between the government and the bank and you have nothing to do with it. Our 
Shari’ah does not intend to deprive us from earning but wants us to follow the correct rules 
while doing so. I look at this deal as follows: someone tells you if you take this loan now I will 
pay it on your behalf and you are not charged any interest. There is nothing wrong in accepting 
this offer. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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************************************* 
Subject: Inflation and Riba 

 
From: Yuyun 
Sent: Wednesday, January 07, 2009 
Location: Malaysia 
Question: Inflation and interest 
Assalamualaikum prof 
I'm student from Malaysia, I would like to ask your opinion about the Islamic banking services 
and practices nowadays. I also wanted to ask your opinion regarding the relation between 
inflation and Riba'. May you tell me more about it? I hope that you can give me the answer as 
soon as possible. 
Thank you prof. for your cooperation. 
Salam.  
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina  
Muhammad, wa ala Aalihi wa Sahbihi Ajma'in 
Dear Yuyun  
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
1. Islamic banking is doing well; Islamic banks are expanding, growing and increasing in number. 
Some banks practice, in some of their transactions not all, a few contracts that are controversial 
such as ‘Inah and sale of debts in Malaysia and Tawarruq in Saudi Arabia. 
2. There is scientific evidence on any causality relation between interest (Riba) and inflation 
although it is well known that sometimes one affect the other, back and forth. We cannot make 
a claim that inflation is caused by Riba or interest is a compensation of inflation. However there 
is sufficient evidence that Riba may be a cause of the business cycle or at least a reason for its 
blow up and expansion. The present crisis has a lot to explain that in fact Riba through debt sale 
(discounting or securitization) was a major element in the domino effect that pulled down 
many financial giants. 
3. I suggest that you should read some textbook on inflation, money and banking to have more 
background on these matters. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------------------------------------------------------------------------------------------------------------------- 
From: Rahmatullah   
Sent: Monday, October 31, 2011   
Question: Lending involving two currencies 
As-salaamu alaykum wa rahmatullah Dr. Kahf, 
Insha'Allah this finds you in the best of health and in an increasing state of Iman. 
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I need to further clarify my understanding regarding this matter, even though this article sheds 
some light on the issue (http://islamqa.com/en/ref/105294) 
My relatives in Bangladesh asked for a loan from my parents. We sent them remittances in two 
different instances of $1000 and $3000 for a total of $4000. 
While the loan amount originated in dollars, due to the remittance process, they received the 
money in Taka (Bangladeshi currency). The value of the Taka against the dollar at the time of 
the loan was around $1=70 Taka whereas now it is around $1=76 Taka.  
My question is: In what currency should my relatives pay my parents back? (At the time of 
lending, we did not stipulate any conditions regarding the currency of repayment).  
Jazaakum Allahu khayran in advance for your response. 
wa salaam, 
Rahmatullah 
P.s. we spoke during Baraa's halaqa about Islamic Finance. 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rahmatullah 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Loans between two countries are normally in the currency of receiving unless you make 
delivery of the dollars in Bangladesh. If money was transferred as dollars and then the local 
bank in Bangladesh tells the recipient “you received Dollars, but regulations do not allow paying 
you dollars, and they were paid the local equivalent, the loan is then in Dollars. Otherwise it is 
in Taka because the normal practice is to give only local currency to the recipient country. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Samy 
Sent: Wednesday, December 12, 2012    
Location: Canada  
Question: effect of inflation on a loan  
Dear Dr. Monzer, as-salamu alaykum wa Rahmatu Allah wabarakatu 
I hope this e-mail finds you in the best of health and iman. 
Below is a financial question that I have from our community. 
Hosam – Canada 
I would like your insight into a matter for me.  In 2008, I loaned $900.00 to my sister-in-law and 
amount they received was Rs. 50,000.00 (at an exchange rate of $1.00=Rs.55.00 approximately 
at that time). 
They had promised to return the funds in two months.  However, that didn't happen.  My 
sister-in-law’s husband lives in Australia. 
Now due to my financial situation, I am in need and I have asked them to return the funds to 
me.  Pakistani Currency, however has been declining and now equal of $1=96.00 Rupee approx. 
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They insist that they should return Rs. 50000.00 to me as they received about 4 years ago.   I 
feel that it's unfair as I would receive about $520.00 only due to their currency devaluation.  
Had they returned the money sooner to me, it would be that much of difference.   My intention 
is not to take advantage of them financially. 
Please let me know how much they should return to me. 
JazakAllah khair, 
Imam Samy   
Ottawa Main Mosque 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Samy 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is a really problematic issue. It deals with delayed payment, change of currency exchange 
and what is the currency of the loan. 
The principle is: a loan is payable back in same currency in which it is given. Then the first 
matter which must be decided is what the currency of the loan is. Did you give 50000 Rps or 
$900? Which currency made the basis of your contract exactly? If it is Rps then it must be paid 
back in Rps only 50000 but if it is in $ then the amount due for repayment is 900. 
The issue of delay is here added: if it is a delay with ability to pay and also with request to pay, 
the debtor becomes responsible for any damage caused by delay. But if there was no request to 
pay or no ability to pay, we cannot charge the incapable to pay or unrequired/ un-requested to 
pay we cannot then consider the debtor responsible for any such damage. 
Lastly, this change in currency exchange is not caused by either the debtor or creditor. This 
sometimes may pose a question of wealth effect and or ability to pay on the part of debtor. In 
this case the difference does not seem substantially big to warrant a wealth effect or inability to 
pay especially the income earner of the borrowing family works in Australia. 
With all the above un-answered and may be un-answerable questions my suggestion is: we 
must make a compromise which I suggest it to be on 50/50 basis by splitting the difference in 
halves.  
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
------------------------------------------------------------------------------------------------------------------ 
From: Arifaa  
Sent: Friday, March 01, 2013   
Location: USA 
Question: Hedging inflation by taking interest  
Assalam-o-Alaykum, 
I live in the US and I need your help to clarify certain questions related to financial issues. My 
question is regarding hedging inflation by taking interest from savings account in a bank. 
1. What is the concept of inflation in Islam? 
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2. Bank deposits in US or in Pakistan's saving account generally give interest less than or equal 
to inflation. Since, inflation eats away paper money (dollar or rupee) is permissible to take 
interest from banks? If not, why? 
3. If one is not allowed to take bank interest in any circumstance, what can one do to preserve 
its (dollar or rupee) value over time, especially in Pakistan where inflation is always in double 
digits? 
4. Banks can change their savings rate several times in a year. Is it still considered fixed? 
5. Certificate of deposits in US or savings certificate in Pakistan allows you lock the interest rate 
and invest at fixed rate for several years. Is that permissible in Islam? 
6. My mother has invested in Bahbood certificate in Pakistan, which gives fixed interest. It is a 
special scheme from Government of Pakistan in which only older people (60 years or older) can 
invest. Is that permissible in Islam? If not, what are the ways older people support themselves 
financially?  
Thank you for your help. 
Arifaa 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Sr. Arifaa 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
Inflation in Islamic is exactly inflation as known in economics because it is factual issue that may 
happen in any society. As a matter of fact we may discuss its causes, its effect but definitely not 
the phenomenon itself. Inflation is a general increase in the price level not an increase in all 
prices. This it is the major reason why it is hated especially when it exceed very small limit, I.e., 
because it is not in all prices. Some prices increase and some may decline but more important is 
that some increase a lot and some other very little and often with a long time lag.  

1) It hurts peoples whose properties is in cash terms like deposits in banks and whose income is 
rigid to change quickly like salaried persons 

2) It is well established that there is no causality or association between interest and inflation. This 
means that it is not scientifically established that one causes the other and it is not scientifically 
established that if one goes up the other does similar in a corresponding manner. This also 
means that one is not a compensation of the other. This is more emphasized in Shari’ah’ s: 
interest is a contractual or usual and customary increment in a loan or debt. This definition 
applies 100% to bank interest (whether paid by a bank or collected by). This is prohibited in 
Islam with strongest terms which call for a war from Allah and His Messenger on those who 
deal in it (the Qur’an 2:270-280) interest cannot be obtained from a bank on the claim of being 
a compensation of interest, this applies to USA and Pakistan and other countries. Pakistan is a 
little easier because you have alternative banks the Islamic to deposit in and get Halal profit. 
3&4) You notice from the definition that fixation is not an issue, what matters being an 
increment in a debt whether when is created by a loan or when its maturity is changed. 
Variable interest is as Riba as fixed interest. 
5) This is the same prohibited Riba, not permissible in our religion 
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6) This is Riba and Prohibited. The main support of older people is from their past savings, their 
children like you and from Zakah and other charities when needed. But it cannot be from Riba. 
In Pakistan as I mentioned earlier there are now a few Islamic banks which provide finance not 
on the basis of loans (it is a long story to give details of it, please check on the internet under 
Islamic finance) then they give Halal income. Your mother may deposit with them. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************* 
Subject: Interest in Investment-Participative Loan 

 
From: Chaib  
Sent: Friday, February 15, 2013   
Question: Participatory loans  
Salam Alaikoum Dear Professor Dr. Monzer, 
My name is Shu'ayb and through the internet I came in contact with you. It was a pleasure to 
meet you in Doha for 8th International Conference on Islamic Economics and Finance 
(December 2011). I am addressing to you for an advice about the Islamic ethical view related to 
"the business owner-investor financial relationship". I attended several seminars and read 
several books about Islamic ethics in finance. I come to you then for advice request. My brother 
Mohammed has just founded his own business in the ICT sector in Brussels (Europe). He is at a 
stage now where some investors (public) are willing to invest available funds in the 
development of his business. The common investment method here is very specific. It is called: 
"Participative loan". 
Definition of a participative loan: 
Amount granted by a financial investor in a company where the investor shares with the 
business owner the risk of bankruptcy. 
* If the company goes bankrupt: the investor accepts to lose his investment and any 
remuneration related to it. 
* If the company makes profits: the investor is asking a remuneration related to its loan (fixed 
rate related to the participative loan). Maybe this term requires some modification to be 
Shari’ah compliant. 
Definition of Riba: 
* From the etymological point of view, the term Riba comes from the verb Raba & Arba means 
to increase and enhance a thing from itself. 
* From the legal point of view, we can define Riba as any benefit or surplus that will be 
perceived by one of the parties without any acceptable and legitimate compensation in terms 
of Islamic law. Or rather an increment in a debt (when rescheduled) or loan. 
In this case, the participative loan allows to make equal the investor and the business owner in 
front the bankruptcy risk of the company. The investor will be paid on its investment if the 
company makes profits. This risk sharing is the counterparty to pay the investor. This method of 
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investment, usually from local state funds, participates positively in my opinion the creation of 
enterprises.  
Could you please from your knowledge tell me if this method is suitable for our Muslim ethics 
and tell me what the related legal arguments are? See the attachment 
"Participative_loan.docx". 
Do not hesitate to contact me to discuss further. I am available for any questions. 
Thank you in advance for your help. 
Sincerely, 
Chaib 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Chu’ayb 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
This is an interesting structure, where does it exist and which kind of institutions support or 
adopt it? And br., where did you find this structure? 
It needs very minor changes to make it Shari’ah compliant as follows: 
1. Let us call investment or finance and remove the word loan. Loan gives a guarantee 

impression especially that it is a well-known and common contract (nominate contract) 
under all legal system; 

2. Let us be specific that in case of any losses they share losses in proportion to respective 
capital contribution. This specific condition is founded on justice and balanced contracting. I 
understand it is implied in the structure; and, 

3. In case of profit let say they share profit up to a certain percentage of capital, after it all 
profit goes to the entrepreneur. This is a necessary condition because again on the up side 
they should share. A minimum to either party is not permissible because it amount to 
interest while it is permissible to put a cap to either party. 

4. Please note the clearer definition of Riba below. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
-------- 
Dear Prof. Dr. Monzer, 
As-Salamu Alaykum wa Rahmatu Lahi wa Barakatuh 
First of all, I thank you very much for your answer. Your knowledge is very important and I 
thank you for sharing it. Here as below the asked details about the "Participative Loan". This 
kind of investment is really close to our Islamic Ethics. The structures proposing this kind of 
partnerships are mixed private-state funds that have as an objective to encourage the business 
creation. 
Principles: 
1. The business risk is shared between the investor and the business founder. 
2. The remuneration for the investor: 
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- If losses: no remuneration should be forecasted; 
- If profits: fixed interest rate linked to the invested capital (and not according to the volume 
profits). 
You can find attached to this e-mail an example scenario (basic case): see the attachment 
“Participative loan Scenario.xlsx". 
The main funds structures (public-private owned funds) that are proposing these participative 
loans (investments) here in Brussels: 'Funds de Participation' and 'Brustart'. 
http://www.fonds.org and http://brustart.be. 
Could you please indicate me if this financial partnership model is really Shari’ah compliant (or 
which are the possible other conditions). This would help me in the funds raising to develop my 
ICT technologies startup here in Brussels. 
May Allah help us with this? I thank you in advance for your help. I am available for any 
required information about this kind of financial partnership. 
Peace and Brotherhood, 
Chaib 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Chaib 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
No change in the Fatwa from what I said earlier. This structure is close to OURS but still to make 
is Shari’ah compliant we need the two changes mentioned earlier: 1) sharing profit 
percentagewise and sharing losses in proportion to capital contribution; and 2) a cap on profit 
of the investor (say 5% of his capital) and any amount above that goes to the entrepreneur. 
By these two condition we avoid a problem that arises in this scenario: total profit is equal to 
0% of investor’s capital or less. In my structure (the acceptable in Shari’ah) they share this 
amount. In the structure you mentioned it is all taken by the investor. 
Of course calling it a loan (in contrast with investment) is important because words in language 
and law have importance. But this is of much lesser significance that the first two conditions. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

******************************** 
Subject: Finance with fixed return 

 
From: Adamu 
Sent: Tuesday, October 19, 2010 
Question: financing with fixed return 
Salaam, 
Hope my mail meets you in the best of iman. 
Pls assist me with clarification on an issue if Allah Has bestowed you with knowledge on it.  

http://www.fonds.org/
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I actually came across a Trader (Non- Muslim) who requested that I give him N500,000 and he 
will be paying me 10% monthly but when I told him that I am a Muslim and do not trade in 
interest, he now says that he will be giving me N50,000 monthly. I went further to ask him if he 
could make that much in a month and he answered in affirmation and that my principal can be 
collected back after a one week notice at any point in time. 
My questions here are as follows: 
1.      That his N50,000 offer is the same with his initial 10% interest, so what is the religious 
position here? 
2.      If it is ok, can I bargain the return upward? 
Lastly, kindly commit me into your prayers as I have of recent been diagnosed with Diabetes 
and have been asked to abstain from some foods. At present, I am not staying with my Family 
and I am finding life very difficult especially when it has to do with diets considering my health 
constraint. Kindly help me with “dedicated prayers” for God’s healing and a job that will take 
me closer to my family. 
Thanks in anticipation of your response to my inquiry and request. May God bless us and the 
entire Ummah, amin? 
Thank you? 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Adamu 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
In both cases it is interest. Being a percentage or a given amount does not affect the Shari’ah 
ruling. What does is: as the capital is guaranteed any increment is then interest. It means it 
creates a debt and increment in debt is what is prohibited in the Qur’an. May Allah help us and 
cure us all 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

*************************************** 
Subject: Advising on interest transactions 

 
From: Fawzi 
Sent: Monday, September 06, 2010 
Location: Accra, Ghana 
Question: advising on discounting letters of credit 
AS-SALAAMU ALAIKUM WARAH'MATUL-LAAHI WABARAKAATUHUU 
Dear Dr. Kahf, 
May ALLAH bless you with the best of this month of Ramadan. 
A business investor recently approached me about having a Standby Letter of Credit that he 
wanted to discount. 
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I informed him that I did not deal in these because of the interest component, but that a 
business client of mine may be interested. I subsequently introduced them to each other. 
Though, I am not part of the deal they are making now, can I accept a commission for 
introducing them together to do a deal? Would this be akin to dealing in Riba? 
Ma'a Salaam 
Fawzi Amin Amadu 
My Answer: 
Bismillah  
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Fawzi 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
A commission on interest transaction is as prohibited as the interest transaction itself. I 
wouldn’t like to see you take or ask for it. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 

************************************************** 
Subject: Setting Murabahah profit on interest rate basis 

 
From: Rauf 
Sent: Monday, March 16, 2009 
Location:  
Question: Interest rates benchmarking 
Assalaamu Alaikum Sh. Monzer, 
What is your opinion around Islamic Finance firms using interest rates as benchmarks for 
Murabahah-cost plus contracts?  
Jazak Allah Khayr. 
FiAmanAllah 
Rauf 
My Answer: 
Bismillah al Rahman al Rahim 
Alhamdu Lillahi Rab al Alamin, wa al Salatu wa al Salamu ala Sayyidina Muhammad, wa ala 
Aalihi wa Sahbihi Ajma'in 
Dear Br. Rauf 
Assalamu Alaykum wa Rahmatu Allahi wa Barakatuh 
No problem at all as long as the contract is Murabahah. Rather they can’t do otherwise. 
Wa Allahu A'alam 
Wa Alhamdu Lillahi Rab al Alamin 
Wassalam 
Prof. Dr. Monzer Kahf 
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****************************************************** 


