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Riba (ϝ Ϡ̲ϼύ ƛǎ ŀƴ !ǊŀōƛŎ ǘŜǊƳ ƳŜŀƴǎ άto exceed, to grow, to be moreέΦ This term is usually used in context with 
άinterestέ charged for lending money. Riba is considered Haram under Islamic Shariah Law. This paper defines 
Riba, and provides evidence and explanation for its prohibition. It also discusses Riba in light with contemporary 
issues. 
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Opening Statement 

 - Indeed all praises are due to Allah, we praise Him, we 

seek His help, we ask for His forgiveness, and we rely solely on Him. We seek His refuge from the evil in our 
souls and from our wicked deeds. Whoever Allah guides, no one can misguide. And whomever Allah misguides, 
no one can guide. I bear witness that there is no one worthy of worship except Allah, He is One, with no partners, 
and I testify that Mohammad ( pbuh) 1 is His Messenger and His slave.  
 

  - òO mankind, fear your Lord, who created you from one soul and created from it its mate and 

dispersed from both of them many men and women. And fear Allah, through whom you ask one another, and 
the wombs. Indeed Allah is ever, over you, an Observeró2. 
 

  - òO People fear 

Allah, as he should be feared, and always speak the truth. He will direct you to righteous deeds and He will 
forgive you for your sins. And whoever obeys Allah and His Messenger has indeed achieved a great 
achievement.ó3  
 

The Prophet (pbuh)  said:  - "The best speech is 

the Book of Allah and the best guidance and example is that of Muhammad ( pbuh). - And the worst of all things 
are the newly invented things (in religion), for every innovation is error and misg uidance."4 and in another 

narration,  "every newly invented matter (in religion) is a bid'ah and every bid'ah is a 

dalaalah (  - misguidance) and every dalaalah is in the (hell)  Fire."5 

 

In another warning the Prophet (pbuh) said:  - "Whoever introduces into this 

affair of ours  something that we have not commanded, it is to be rejected."6. The Prophet (pbuh) said: 

 ð òWhoever commits an act that does not conform with our matter (religion), then it will be 

rejected of himó7.  
 

Hence, Allah (swt) said:  - Say (O Muhammad to mankind): "If you (really) love 

Allah, then follow me, Allah will love you...'' 8. 
 

Allah (swt) further said:  ð òThe true religion with Allah is Islam ó9. And then further explained 

it by saying:  ð òAnd whoever desires other than Islam as 

religion ð never will it be accepted from him, and he, in the Hereafter, will be among the losers ó10. 

                                                           
1 (pbuh) is commonly used abbreviation for peace and blessings of Allah be upon him.  
2 Quran, Chapter 4:1 An -Nisa (The Women) 
3 Quran, Chapter 33:70-71 Al -Ahzab (The Confederates) 
4 Reported by al-Muslim  
5 Reported by At -Tirmithi  
6 Reported by Al -Bukhari and al-Muslim  
7 Sahih ð Tafsir Ibn Khatir  
8 Quran, Chapter 3:31 Al -Imran (The Family of Imran)  
9 Quran, Chapter 3:19 Al -Imran (The Family of Imran)  
10 Quran, Chapter 3:85 Al -Imran (The Family of Imran)  
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Thus, the Prophet (pbuh) and Hi s followers submitted to this deen, and Allah (swt) commanded: 

 ð òSay: "I have submitted myself to Allah (in Islam), and (so have) those who follow me''ó11.  

 

Hence, Allah (swt) declared:  - òYou are now the best people brought forth for (the guidance 

and reform of) mankindó12. 
 

Allah (swt) said:  ð òYou enjoin what is right and forbid what is wrong and believe in 

Allahó13. The Prophet (pbuh)  said: "He among you who witnesses an evil, let him change it with his hand, if he 
cannot do that, then by his tongue, if he cannot do even that, then with his heart, and this is the weakest faith."14. 

And Allah (swt) said:  ð òéAnd cooperate in righteousness and piety, 

but do not cooperate in sin and aggressionéó15 
 

And the Prophet (pbuh)  said:  - òWhoever intentionally lie on me he should find 

his place in hell fireó16. And Allah (swt) said:  ð òSo who is 

more unjust than he who invents a lie about Allah or denies His signs? Indeed, the criminals will not succeedó17.  
 

And the Prophet (pbuh) said:  - òThis 

knowledge will be carried by the trustworthy ones  of every generation ð they will expel from it the alterations 
made by those going beyond bounds, the false claims of the liars, and the false interpretations of the ignorantó18. 
 
When Allah (swt) gave prophet hood to Musa (as) and asked him to invite manki nd to Tawheed and way of 
Allah (swt), he prayed to Allah (swt):  
 

20:25 [Moses] said, "My Lord, expand for me my breast [with assurance]. 20:26 And ease for me my task. 20:27 And untie 
the knot from my tongue . 20:28 That they may understand my speech  

 
And we ask Allah (swt) to grand us same. Amen.  
 

                                                           
11 Quran, Chapter 3:20 Al -Imran (The Family of Imran)  
12 Quran, Chapter 3:110 Al -Imran (The Family of Imran)  
13 Quran, Chapter 3:10 Al -Imran (The Family of Imran)  
14 Reported by Muslim  
15 Quran, Chapter 5:3 Al -Ma'idah (The Table Spread) 
16 Reported by Bukhari and Muslim  
17 Quran, Chapter 10:17 Yunus (Jonah) 
18 Recorded by Ibn ôAdiyy, al-Khatib al -Bhaghdadi, Ibn Asakir, and others. It is reported from number of sahabah i ncluding Abu Hurairah, 
Ibn Masud, and Anas (ra). All of its reports have various levels of weakness, but they add up collectively to make this hadit h hasan, as is 
indicated by al -Albani in Mishkat ul -Masabih (#248), and as expressed by al-Halabi in al -Hitt ah (p. 70). 
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About this document 
This purpose of choosing to write on this topic is four folds:  
 

i. Prophetõs strong commentary on prohibition of Riba  
 

ii . Contemporary issues relating to Riba, especially in modern global capitalist markets  
 

iii . Large Muslim population consuming Riba based products  
 

iv . Lack of Alternatives available to avoid Riba for common Muslims  
 
The paper is divided into five parts:  
 

i. Part 1 - Islamic Ruling on Riba:  states the Islamic Ruling on Riba and provides the evidence from Quran, 
Sunnah and Salaf for its prohibition  
 

ii . Part 2 ð Background:  sheds lights on other prevailing systems today in contrast to Islamic System of 
Finance. It also provides brief explanation of how to use oneõs wealth in light with Quranic teaching. 
 

iii . Part 3 ð Definition:  describes the meaning and understanding of Riba. It further explains what constitute 
Riba in Islamic Shariah 
 

iv . Part 4 ð Why Ri ba is Haram:  gives Prophetic explanation of reason prohibition. It further provides 
rational thinking of its prohibition.  
 

v. Part 5 ð Contemporary Issues:  discusses modern day issues relating to Riba faced with Banking, 
Mortgages, Loans & Credits. It further  examines financing vs leasing options. At the end it discusses if it 
is allowed to pay Riba in dar -ul -kufr.  
 

vi . Conclusion:  gives conclusion of main points in this paper  
 

vii . References:  
 

Introduction 
The basic principle in Shariah is that Quran and Sunnah establishes the framework for our way of living. It 
establishes the boundaries, the four corners within which we practice all our transactions and interactions. These 
framework are the Usool (the basic principles) under which all branches of jurisprudences are  defined. These 

Usool (basic principles) serves the objectives of Shariah ( ), the reason which Allah swt revealed Islam to 

mankind.   
 
Islamic Economic System is founded on following key principles, namely:  
 

i. Restore humanõs like in every walk of like to its natural behavior ( ).  

ii . Tazkiya Nafs  (  - purification of inner self  by improving ethics and moral standards in society  

iii . Justice and  Equality, by demolishing elite-class system and providing equal opportunity and justice  
iv . Equal distribution of wealth amongst all member of jamat and prohibition of hoarding money amongst 

the elite few 
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v. Prohibition of exploitation and Injustice ( ) by protecting the rights of peasants and ordinary low 

income members of society 
vi . Balance between Right to own/trade and Right of jamat in oneõs wealth 

 
Mawdudi has identified three key objectives of Islamic Economic System 19: 
 

i. Freedom for Citizens are utmost priority, and the bounds are implemented only when absolute necessary 
in the interest of collective benefit of mankind. In the context, it includes his right to own and right to do 
business with equal opportunity and access. The items that are haram to consume are also considered 
haram to sell, as they are harmful to the society (e.g. Khamr, Riba) 
 

ii . Balance between moral values and material accumulation. i.e. Islam highly focus on building a moral 
sense and responsibility through elm (education), iman (faith) and tazkiya (cleansing of inner self), so 
that the mindset (of me first and give me more) is repla ced with honesty, compassion and need for 
collective (jamat first).  
 

iii . Harmony and cooperation between members of jamat, because Islam is absolutely against creating 
òClassesó in a society (e.g. the classes created by Feudal System, or by western capitalist system). And it 
brings harmony between the natural classes of the society (i.e. between poor and rich, orphans) by 
enforcing laws to create equality and opportunity between them.  

 
Islam looks at the entire nation as one jamat (entity)20 with a notion to est ablish justice and equality amongst all 
member of this jamat. Islamic economic system is built on same principle. It implements these Islamic ethics that 
binds this jamat together and at the same time maintain the balance. While it gives rights to people to own 
wealth, property and do trade, it ensures that people remain in the bound of these ethics by not plundering and 
exploiting other members of the jamat; That one personõs trade is not another personõs loss; That one is not 
exploiting needs and circumst ances of fellow member of jamat to make money off him. 
 
Islam believes if one person or group is allowed to exploit peopleõs needs and they hoard all the money for 
themselves, then this not only causes the disruption in the jamat but it is a source of great injustice that creates 
imbalance in society and unequal distribution of wealth. This naturally results in greed, selfishness, self 
centeredness, exploitation which is the source of all ills, resentments, anarchies, crime and corruption. Hence, 
Islam attacks at the root of this crime and corruption.  
 
Islamic economic system promotes compassion and it discourages self-centeredness. It states that one is free to do 
trade and make wealth as much as he likes, but the jamat has the right to portion of his wealth. This right of jamat 
is legislated by Allah swt by the way of charity, zakat, hibba, inheritance and baitul Mal (Welfare system of 
Jamat). We will discuss some of these elements at later stage. The reason Allah swt claimed that right in our 
income is that in Islam we believe that Allah swt is the ultimate Razzak 21 (giver of sustenance), and that all skills, 
intelligence and earning is from Allah swt 22. That one does the hard work to earn his income, but he wouldnõt be 
able to make that income had Allah swt not given him the skill and ability in the first place. And the justice is that 
we recognize this right of Allah swt and spend the portion of our wealth on strengthening of the jamat, as 
ordained by Allah swt.  
 

                                                           
19 ð Abu Ala Al -Mawdudi, Page 143 ð Addressing Punjab University 17 th Dec 1965 

20  

21 Quran, 51:58 [Az-Zariyat] -  ð ò51:58 Indeed, it is Allah who is the [continual] Provider, the firm posses sor of 

strength.ó 
22 Quran, 36:33-36 [Yaseen] ò36:35 That they may eat of His fruit. And their hands have not produced it, so will they not be grateful? ò 
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And this right of jamat on oneõs wealth doesnõt apply to his income; rather itõs applied to what excess he has 
above and beyond his needs23. Hence, no penalty is applied towards personal income of people, rather they are 
only asked to spend what they have in excess to their own needs. 
 

In that context, Islam associate Riba directly to  24 and considers it an act of injustice. Itõs criminal and itõs illegal 

in Shariah. This association of  (injustice) goes hand in hand with rest of Islamic Ethics where Islam stands 

against all kinds of oppression, injustice, inequality and exploitation. Islam has recognized Riba as a tool of 
oppression that exploits peopleõs need. It creates a mindset of selfishness. In a Riba based society people canõt 
comprehend the notion of giving money to others without asking interest on it.  They belief this as their right to 
claim interest on it, whilst Islam not only encourages to give loan to needy but it also encourages that one must 
not demand their money if the needy person is facing hardship. In fact, Islam doesnõt stop at that, it encourages 
that if needy person is unable to payback his loan, then show compassion and forgo the loan as charity25. 
 

2:280 And if someone is in hardship, then [let there be] postponement until [a time of] ease. But if you give [from your 
right as] charity, then it is better for you, if you only knew.  

 
Ibn Khatir explains that d uring the time of Jahiliyyah, when the debt came to term, t he creditor would say to the 
debtor, "Either pay now or interest will be added to the debt.''  Allah swt encouraged creditors to give debtors 
respite regarding their debts and promised all that is good, and a great reward f rom Him for this righteous deed. 

i.e.  - But if you remit it by way of charity, that is bet ter for you if you did but know; meaning, if 

you forfeit your debts and cancel them completely . 
 
Imam Ahmad recorded that Sulayman bin Buraydah said that his father s aid, "I heard the Messenger of Allah say, 

- « » - òWhoever gives time to a debtor facing hard times, will gain charity of equal 

proportions for each day he gives.ó I also heard the Prophet say, - « » -  òWhoever 

gives time to a debtor facing hard times, will earn charity multiplied two times for each day he gives.ó I said, `O 
Messenger of Allah! I heard you say, `Whoever gives time to a debtor facing hard times, will gain charity of equal 
proportions for each day he gives.' I also heard you say, `Whoever gives time to a debtor facing hard times, will 

earn charity multiplied by two times for each day he gives.' He said, - «

» - òHe will earn charity of equal proportions for each day (he gives time) before the term 

of the debt comes to an end, and when the term comes to an end, he will again acquire charity multiplied by two 
times for each day if he gives more time.'' 
 
Ahmad recorded that Muhammad bin Ka`b Al -Qurazi said that Abu Qatadah had a debt on a man, who used to 
hide from Abu Qatadah when he  looked for him to pay what he owed him. One day, Abu Qatadah came looking 
for the debtor and a young boy came out, and he asked him about the debtor and found out that he was in the 
house eating. Abu Qatadah said in a loud voice, "O Fellow! Come out, for I was told that you are in the house.'' 
The man came out and Abu Qatadah asked him, "Why are you hiding from me'' The man said, "I am having a 
hard time financially, and I do not have any money.'' Abu Qatadah said, "By Allah, are you truly facing a hard 

time'' He said, "Yes.'' Abu Qatadah cried and said, "I heard the Messenger of Allah say, - «

                                                           
23 Quran, 2:219 [al-baqarah] ò2:219 And they ask you what they should spend. Say, "The excess [beyond needs]."ó 
24 Quran, 4:161 [an-Nisa] ò4:161 And [for] their taking of usury while they had been forbidden from it, and their consuming of the people's 
wealth unjustly. ó 
25 Quran, 2:280 [al-Baqarah] ò2:280 And if someone is in hardship, then [let there be] postponement until [a time of] ease. But if you give [from 
your right as] charity, then it is better for you, if you only knew ó. 
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» - òWhoever gives time to his debtor, or forgives the debt, will be in the shade of the 

Throne (of Allah) on the Day of Resurrection.'' [Muslim also recorded this Ha dith in his Sahih.]  26 
 
This is a mindset that can only be seen in an Islamic Economic model, and it is certainly very difficult for Riba 
based society and consumers of Riba to comprehend and understand this model.  This is a model of equality, 
justice and compassion. This was the guidance from Allah swt, the mercy from Him. Unfortunately, Muslims 
didnõt value the right guidance from The Creator, and fell to either communist or capitalist. They disbanded the 
system of Zakat, charity and Baitul Mal, and repla ced it with line or credit, mortgage, and interest. They 
reinvented the definition of Riba in their capitalist model to an extend that Riba became trivial. They never really 
understood the pillars of Islamic economic system and its purpose, and why Allah s wt enforced prohibition of 
Riba from society. They interpreted Quran on Riba from the mindset of a capitalist and reached the conclusion 
that system cannot work without it. Even though that they could never declare it as ôhalalõ due to the fear of 
backlash from masses, but in essence they implemented a Riba based economic system. 
 
 

                                                           
26 Tafsir Ibn Khatir, commentary on verse 2:280 
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Part 1: Islamic Ruling on Riba 

Ruling ï ñThere shall be no Ribaò 

Riba27 is considered amongst Seven Heinous Sins (Al -Saba al-Mubiqat - ) 28, namely, i) Shirk, ii)  Magic, 

iii) Suicide, iv) consuming Riba, v) unlawfully taking orphanõs money, vi) fleeing from battlefield and vii) 
accusing chaste believing women. Allah swt states in Quran:  
 

3:130 O you who have believed, do not consume usury, doubled and multiplied, but fear Allah that you may be successful.  

 

2:175 Allah has permitted trade and has forbidden interest  

 
The Prophet Mohammad, may Allahõs mercy and peace be upon` him, said in his farewell sermon: òGod has 
forbidden you to take Riba , therefore all riba obligation shall hen ceforth be waived. Your capital , however, is 
yours to keep. You will n either inflict nor suffer inequity. God has judged that there shall be no riba  and that all 
the riba due to `Abbas ibn `Abd al Muttalib shall henceforth be waived. ó29. 
 
Quran explicitly prohibits Riba, and since Quran is an undisputed source of guidance, al l Muslims unanimously 
agrees on prohibition of Riba. There is no difference of opinion among any school of thought on prohibition of 
Riba in Islamic Shariah. 
 

Allah swt mentions that the person who deals with Riba ( ) will stand  (on judgment day) as one who is being 

beaten by Satan into insanity30. Here Allah swt made it clear that òtradeó and òribaó are not same, and that He 
forbade òribaó and allowed òtradeó31. He further stated that whoever accepts guidance of Allah must 
immediately stop dealing in Riba,  and those who return to Riba after Allahõs guidance has reached are dwellers 
of fire, because Allah swt destroys òRibaó and He swt reward those who gives Charity. 
 

                                                           
27 For the purpose of this document we will use the word òRibaó, which is a Quranic term. One of its applications is òinterestó or òusuryó on 
loaned money. Quranic  term in not limited to money, it includes all those loan transactions where debtor returns in excess o r above the 
original loan, be it money, gold, silver, eatable or any other  item or goods;  anything in excess to original is considered òRibaó if items 
exchanged are of same kind (e.g gold for gold). See Definition. 

28 Al -Saba al-Mubiqat ( ): Narrated Abu Huraira: The Prophet said, "Avoid the seven great destruct ive sins." The people enquire, "O 

Allah's Apostle! What are they? "He said, "To join others in worship along with Allah, to practice sorcery, to kill the life which Allah has 
forbidden except for a just cause, (according to Islamic law), to eat up Riba (usury), to eat up an orphan's wealth, to give back to the enemy 
and fleeing from the battlefield at the time of fighting, and to accuse, chaste women, who never even think of anything touch ing chastity and 
are good believers. [Sahih al-Bukhari, Sahih al-Musl im]  

 
29 Last Sermon of Holy Prophet Mohammad (pbuh) given on 10 Dul -hajj 10 hijra, mentioned in all book of Hadith. Sahih Bukhari mentions 
parts of it. Musnad Imam Ahmed recorded the longest and complete speech. 

 
30 Quran 2:275.[al-Baqarah]. See Verse in òNus from Quran. 
31 Quran 2:275 [al-Baqarah]. See Verse in òNus from Quran. 
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Prophet Mohammad (pbuh) cursed the one who deals with Riba. From Jabir (ra): The Prophet (pbuh) cursed the 
receiver and the payer of riba, the one who records it and the two witnesses to the transaction and said: "They are 
all alike [in guilt]." [Sahih al -Muslim, Sahih Al -Bukhari, Tirmidhi, Ibn Majah, Bahiqi and Musnad Ahmad]  
Islamic Shariah considers Riba as tool of oppression and a mean to unjustly take others money32 by exploiting 
their needs and circumstances. Hence it forbid Riba base system altogether and it promotes Charity as an 
alternative. Therefore,, Prophet Mohammad (pbuh) said: òGod has judged that there shall be no ribaó [Last 
Sermon].  
 
Islamic Shariah also consider Riba as a medium for hoarding money by elite and powerful, and it warns against 
those who accumulate wealth with this unjust way. Alternatively, Islam on one hand distrib utes wealth by 
implementation of Charity, Zakat and Laws of Inheritance, and on other hand, vigorously encourages spending 
of money to help the needy. 
 
The crimes of dealing in Riba are so serious that Allah swt has declared war against those who deal in Riba33. The 
Prophet (pbuh) has cursed anyone who deals with Riba, the one who takes it, one who pays it and one who 
records it, they are all òequaló34.  
 
Muslims around the world traditionally avoid eating pork and alcohol, whereas, Riba is considered much wo rse 
than that. The Prophet (pbuh) declared consumption of Riba worse than adultery: worse than òto a man 
committing adultery with his own motheró35. 

Evidence for its Prohibition 
Daleel for Riba are in abundance, as it is one of the most heinous crimes in Islamic Shariah which all Muslims 
have unanimously prohibited over the centuries.  
 

( ) Text from Quran 

 
i . Riba is consuming peopleõs wealth unjustly:  

 

4:161 And [for] their taking of usury while they had been forbidden from it, and their consuming of the people's wealth 
unjustly. And we have prepared for the disbelievers among them a painful punishment.  [an-Nisa] 

 
Ibn Kathir said: Allah forbade them ð i.e., the Jews ð to engage in riba, but they dealt in it and took it and 
produced all kinds of tricks and devious methods to support that, and they consumed the peopleõs 
wealth unlawfully. [ Tafsir Ibn Kathir]  
 

ii . Prohibitio n accumulating wealth by consuming Riba:  
 

3:130 O you who have believed, do not consume usury, doubled and multiplied, but fear Allah that you may be successful.  
[ale-Imran]  

 

                                                           
32 Quran 4:161 [an-Nisa]. See Verse in òNus from Quran. 
33 Quran 2:278 [al-baqarah]. Verse is mentioned later in the document. 
34 Recorded in Sahih al-Muslim. See Nus later. 
35 Recorded in Sunan Ibn Majah. See Nus later. 
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iii . Rib a vs Zakat (one is taking other is giving):  Islam promotes giving out wealth in charity and prohibits 
accumulating it, especially when itõs unjustly accumulated like Riba.  
 

30:39 And whatever you give for interest to increase within the wealth of people will not increase with Allah. But what you 
give in zakah, desiring the countenance of Allah ð those are the multipliers  [ar-Room] 

 

2:276 Allah destroys interest and gives increase for charities. And Allah does not like every sinning disbelieve r. 

 

2:277 Indeed, those who believe and do righteous deeds and establish prayer and give zakah will have their reward with 
their Lord, and there will be no fear concerning them, nor will they grieve   

 
iv . Riba eaters are beaten by Satan into insanity, & Trade vs Riba:   

 

2:275 Those who consume interest cannot stand [on the Day of Resurrection] except as one stands who is being beaten by 
Satan into insanity. That is because they say, "Trade is [just] like interest." But Allah has permitted trade and has forbidden 
interest. So whoever has received an admonition from his Lord and desists may have what is past, and his affair rests with 
Allah. But whoever returns to [dealing in interest or usury] ð those are the companions of the Fire; they will abide eternally 

therein [al-baqarah] 

 
v. Give up Riba as soon as guidance of Allah swt reaches you:  

 

2:278 O you who have believed, fear Allah and give up what remains [due to you] of interest, if you should be believers.  
[al-baqarah] 

 

 
vi . Declaration of War from Allah on Riba dealers:  

 

2:278 O you who have believed, fear Allah and give up what remains [due to you] of interest , if you should be believers. 
2:279 And if you do not, then be informed of a war [against you] from Allah and His Messenge r. But if you repent, you 

may have your principal ð [thus] you do no wrong, nor are you wronged  

 

( ) Text from Sunnah 

 


