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Abstract

This study examines the issue of linking cryptocurrencies to gold by analyzing its im-
pact on their economic value and legal ruling within Islamic jurisprudence. It proceeds
from the premise that gold has historically functioned as a relatively stable asset during
times of crisis. Accordingly, the study explores the feasibility of employing gold as a
backing asset for cryptocurrencies to enhance stability, reduce volatility, and strengt-
hen market confidence. The research problem centers on the dual challenges posed by
contemporary cryptocurrencies: sharp price volatility and the absence of tangible bac-
king or an official guarantor. These characteristics have contributed to divergent juris-
tic opinions regarding their permissibility. Opinions of impermissibility are often gro-
unded in specific legal causes, particularly the uncertain or unstable nature of thama-
niyyah (monetary character and function as a medium of exchange), the lack of gua-
rantee, and the prevalence of excessive uncertainty (gharar) and speculation. The study
therefore investigates whether linking cryptocurrencies to gold may address these eco-
nomic and juristic concerns, and whether a transformation in their economic charac-
terization could lead to a corresponding change in their legal ruling, in accordance with
the principle that legal rulings vary according to their effective causes. The study aims
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to evaluate the economic and juristic implications of gold linkage in cryptocurrencies,
focusing on its effects on volatility, stability, investor confidence, adoption, and the re-
assessment of juristic rulings in light of the removal of previously identified prohibitive
causes. Adopting an analytical methodology, the study integrates economic analysis
with juristic reasoning. It concludes that gold backing, particularly when combined
with issuance by a legally recognized authority, can mitigate volatility and address key
legal objections, thereby opening the possibility of reconsidering the legal ruling in line
with established juristic principles.

Keywords: Islamic Law, Gold-Backing Cryptocurrencies, Cryptocurrencies Value, Cryp-
tocurrencies Guarantee, Sharia ruling on cryptocurrencies.

Kripto Paralarin Altina Endekslenmesinin Ekonomik Degerleri ve islami Hiikiimler
Uzerindeki Etkisi

0z

Bu ¢alisma, kripto paralarin altina endekslenmesi meselesini, bunun s6z konusu varlik-
larin ekonomik degeri ve fslam hukuku agisindan hiikmii iizerindeki etkilerini incele-
mek suretiyle ele almaktadir. Galisma, altinin tarih boyunca 6zellikle kriz dsnemlerinde
nispeten istikrarli bir deger saklama araci olarak islev gérdiigii varsayimindan hareket
etmektedir. Bu gercevede arastirma, kripto paralarin istikrarini artirmak, fiyat dalga-
lanmalarini azaltmak ve piyasa glivenini gii¢lendirmek amaciyla altinin teminat veya
dayanak varlik olarak kullanilmasinin imkanini degerlendirmektedir. Arastirmanin te-
mel problemi, gliniimiiz kripto paralarinin karsi karsiya bulundugu iki temel hususta
yogunlagmaktadir: yiiksek diizeyde fiyat oynaklig1 ve somut bir dayanak varliktan veya
resmi bir garanti mekanizmasindan yoksun olmalari. Bu &zellikler, kripto paralarin
fikhi hitkmii ve mesruiyeti konusunda ¢agdas islam hukukgulari arasinda farkl goriis-
lerin ortaya ¢ikmasina neden olmustur. Bu gériislerden kripto paralarin caiz olmadigt
yo6niindeki yaklagimlar, cogunlukla belirli fikhi illetlere dayanmaktadir. Bunlarin ba-
sinda, kripto paralarin semeniyet (parasal deger ve miibadele araci olma niteligi) vasfi-
nin belirsiz veya istikrarsiz olmasi, herhangi bir garanti mekanizmasindan yoksun bu-
lunmalari ve biinyelerinde asir1 belirsizlik (garar) ile spekiilasyon unsurlarini barindir-
malar1 gelmektedir. Bu nedenle ¢alisma, kripto paralarin altina endekslenmesinin s6z
konusu ekonomik ve fikhi sakincalari giderip gideremeyecegini, ayrica bunlarin ekono-
mik mahiyetinde meydana gelebilecek bir doniisiimiin, “hiikiimlerin illetlerine bagh
olarak degismesi” ilkesine uygun sekilde fikhi hitkmiin yeniden degerlendirilmesini ge-
rektirip gerektirmeyecegini arastirmaktadir. Calismanin amact, kripto paralarin altina
endekslenmesinin ekonomik ve fikhi sonuglarini degerlendirmektir. Bu kapsamda aras-
tirma, altin desteginin fiyat oynakligy, istikrar, yatirime giiveni ve yaygin kabul diizeyi
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tizerindeki etkilerini incelemekte; ayrica daha dnce yasaklayici hiikiimlerin dayanag:
olarak goriilen illetlerin ortadan kalkmas1 durumunda fikht hitkkiimlerin yeniden deger-
lendirilmesi imkanini ele almaktadir. Analitik bir yontem benimseyen ¢alisma, ekono-
mik analiz ile fikhi muhakemeyi bir araya getirmektedir. Arastirma sonucunda, 6zel-
likle yasal olarak taminmus bir otorite tarafindan ihrag edilmesi durumunda altin deste-
ginin kripto paralarin fiyat oynakligini azaltabilecegi ve bunlara yonelik temel fikht iti-
razlarin Snemli bir kismini giderebilecegi sonucuna ulasilmistir. Bu durum, yerlesik fi-
kih ilkeleri cercevesinde s6z konusu varliklarin fikhi hitkmiiniin yeniden degerlendiril-
mesine imkan saglayabilecek bir zemin olusturmaktadir.

Anahtar Kelimeler: islam Hukuku, Kripto Paranin Altina Endekslenmesi, Kripto Parala-
rin Degeri, Kripto Para Garantisi, Kripto Paralarin Ser‘? Hitkmii.

Introduction

Cryptocurrencies represent a rapidly evolving sector in the contemporary glo-
bal economy and have attracted considerable attention and debate among scholars and
practitioners in the fields of economics and finance, particularly regarding their eco-
nomic value. They may be described as digital mediums of exchange that rely on cryp-
tographic principles enabling the execution of various economic transactions.

The most prominent cryptocurrency is Bitcoin, which was launched in 2009 as
the first decentralized cryptocurrency. Users interact with applications that manage
cryptographic keys, like electronic banking applications, which function as software
programs for managing virtual currency and facilitating the sending and receiving of
payments. Since then, a large and continuously growing number of cryptocurrencies
have emerged. Many of these early cryptocurrencies were designed with technical arc-
hitectures inspired by Bitcoin, although the broader ecosystem has since diversified
significantly, with later assets adopting a wide range of alternative consensus mecha-
nisms, issuance models, and value stabilization approaches. In some cryptocurrency
models, a predetermined maximum supply limits the issuance of new units, while in
others the supply may be flexible, uncapped, or adjusted through alternative issuance
and burning mechanisms. A capped supply is intended to create scarcity—often com-
pared to precious metals—while its potential impact on value and inflation depends on
additional factors such as demand, adoption, liquidity, trust, regulatory conditions,
network effects, and market dynamics. Conversely, in some digital currency models
with a capped supply, market dynamics may lead to deflationary pressures; however,
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this outcome is not automatic and depends on factors such as demand, usage, velocity
of circulation, and broader price expectations.'

This study seeks to evaluate the hypothesis that anchoring crypto-assets to a
historically monetary but today widely recognized tangible asset such as gold may inf-
luence their economic and juristic characterization. In this context, “anchoring” refers
exclusively to a full reserve backing structure in which each issued unit of the crypto-
asset is fully covered by equivalent gold reserves held in custody. Such anchoring could
potentially recalibrate the core monetary functions of crypto-assets, namely medium
of exchange, unit of account, and store of value, while also potentially reducing certain
forms of volatility inherent in purely algorithmic or unbacked digital systems, though
it may simultaneously introduce new risks related to reserve management, custody,
and institutional trust. The study further examines the extent to which linking crypto-
assets to a relatively stable and widely recognized tangible asset may shift their classi-
fication from highly volatile speculative instruments toward monetary or quasi-mone-
tary instruments, without presuming a complete transformation, thereby requiring nu-
anced juristic assessment. It also explores the compatibility of this model with the ob-
jectives of Islamic law (Shariah), extending beyond maqasid-based considerations to
include issues of riba, qabd (possession), exchange (sarf), ownership structure, and
contractual certainty, alongside minimizing excessive uncertainty (gharar) and ensu-

ring transactional fairness in financial exchanges.

Despite the technological and regulatory efforts undertaken by digital currency
developers to enhance their infrastructure and reliability, the central issue concerns
the extent to which such assets can attain thamaniyyah (monetary status) in a manner
recognized by Shariah. In Islamic jurisprudence, thamaniyyah does not necessarily de-
pend on intrinsic value, but may also arise through widespread acceptance, legal recog-
nition, and monetary function. Nevertheless, unbacked cryptocurrencies remain highly
vulnerable due to the absence of reserve assets or institutional guarantees ensuring
their stability. Consequently, holders bear significant risks during periods of market
instability. Moreover, such cryptocurrencies are often characterized by sharp fluctua-
tions in purchasing power, with volatility frequently exceeding that of conventional
fiat currencies.

The research problem thus emerges within a broader context marked by tension
between rapid financial innovation—producing decentralized and highly volatile digi-

! Castillo Andrea - Brito Jerry, Bitcoin: A Primer for Policymakers (George Mason University: Mercatus Center,

2016).
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tal monetary forms— and the requirements of monetary stability and Islamic legal prin-
ciples, which emphasize the prevention of uncertainty, harm, and value disruption. The
issue extends beyond the abstract permissibility of cryptocurrencies as such; rather, it
concerns the implications of the absence of asset-based backing or stabilizing instituti-
onal support for their juristic characterization and the extent to which such features
may increase their susceptibility to speculative activity. Accordingly, the central
inquiry of this study is whether linking such currencies to a Shariah-recognized mone-
tary asset such as gold is sufficient to establish their monetary value status and reduce
the legal causes of prohibition associated with excessive uncertainty or harm, or whet-
her the challenge is more deeply rooted in the digital architecture itself, including is-
suance mechanisms, circulation structures, and the structural imbalances that may be
generate in terms of stability and value.

This study undertakes a critical analysis of the structure of cryptocurrencies,
examining their origin and economic function, with particular focus on issues of mo-
netary value and monetary references within decentralized financial systems. It further
evaluates the model of gold-backed cryptocurrencies as a potential mechanism for re-
ducing cryptocurrency volatility and enhancing Shariah compliance. From a juristic
perspective, the study analyzes the impact of such backing on redefining the effective
legal causes governing monetary rulings, particularly monetary value status (thamaniy-
yah) and general acceptability, and their relationship to the principles governing un-
certainty, risk, and liability. Employing an analytical and evaluative approach that
draws upon contemporary juristic scholarship and institutional resolutions, the study
aims to formulate a normative framework capable of guiding the ongoing economic and
juristic discourse on the future of cryptocurrencies should they become subject to clear
material and regulatory references.

Conceptual and Juristic Framework of Cryptocurrencies

The global financial system has undergone a qualitative transformation with the
emergernce of cryptocurrencies as one of the most significant applications of contem-

”

porary financial technology. Although the terms “digital currencies,” “cryptocurren-
cies,” and “crypto-digital currencies” are often used interchangeably in modern litera-
ture, in this study the term “cryptocurrencies” refers specifically to digital assets that
rely on cryptographic techniques and distributed ledger technologies (DLT) to facilitate
the issuance of monetary units and the verification of transactions. These systems may
operate in varying degrees of decentralization, particularly with respect to governance,

issuance, and reserve management structures.
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Cryptocurrencies may be defined as “units of value stored electronically on a
technological medium and used to conduct payments between parties without the need

"2, However, this definition pri-

for a traditional financial intermediary or bank account
marily reflects their function as a means of payment and does not fully capture their
broader roles in contemporary digital finance, where crypto-assets may also operate as
investment instruments, stores of value, governance tools, means of collateralization,
and representations of underlying assets, particularly in the case of asset-backed tokens

such as gold-backed cryptocurrencies.

The theoretical roots of digital money can be traced back to the works of David
Chaum in the 1980s; however, their practical breakthrough occurred with the publica-
tion of Satoshi Nakamoto’s Bitcoin white paper in 2008, which established the model of
a decentralized monetary system based on blockchain technology.?

The use of cryptocurrencies has expanded to include financial transfers, elect-
ronic payments, investment, and digital commerce. However, this expansion has also
been accompanied by their utilization in certain illicit activities, such as money laun-
dering and the financing of prohibited operations, thereby provoking extensive juristic
and economic debate regarding their permissibility.*

The monetary value of cryptocurrencies is determined by a range of market and
technical factors, most notably the following:

First: Technical Infrastructure and Security

Cryptocurrencies derive a considerable portion of their value from the robust-
ness of their technical infrastructure, particularly blockchain technology, which provi-
des transparency and resistance to tampering. These features have contributed to en-
hancing user trust, a fundamental element in the formation of monetary value.’

Second: Supply and Demand

David W. Perkins, “Cryptocurrency: The Economics of Money and Selected Policy Issues”, Congressional
Research Service (CRS) Reports and Issue Briefs, (April 1, 2020).

David Chaum, “Blind Signatures for Untraceable Payments”, Advances in Cryptology, ed. David Chaum et
al. (Boston, MA: Springer US, 1983), 199-203.

Andrew Spurr - Marcel Ausloos, “Challenging Practical Features of Bitcoin by the Main Altcoins”, Quality
& Quantity 55/5 (October 1, 2021), 1541-1559.

Satoshi Nakamoto, “Bitcoin: A Peer-to-Peer Electronic Cash System”, SSRN Scholarly Paper (August 21,
2008).
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The law of supply and demand constitutes the primary determinant of crypto-
currency prices. A limited supply combined with increasing demand leads to price app-
reciation, rendering such assets highly sensitive to speculative activity.®

Third: Trust and General Acceptance

The market value of cryptocurrencies depends significantly on the level of ins-
titutional and commercial acceptance. The broader their use in payments and settle-
ments, the closer they come to performing the traditional functions of money.’

Fourth: Integration with Financial Systems

The integration of cryptocurrencies into the global financial infrastructure may
enhance their liquidity and broader market acceptance. Nevertheless, such integration
remains limited and varies across jurisdictions.®

Despite the importance of these factors, from the perspective of Islamic econo-
mics they are insufficient to establish the realization of “stable monetary value” (tha-
maniyyah mustaqgirrah), which constitutes the central axis of juristic disagreement.

Juristic Framework of Cryptocurrencies

Contemporary juristic opinions regarding cryptocurrencies have diverged.
However, the International Islamic Figh Academy has issued a resolution tending
toward prohibition or suspension of judgment regarding electronic currencies (Resolu-
tion No. 237). Based on considerations related to excessive uncertainty (gharar), insta-
bility, absence of guarantee, and the problematic nature of their monetary characteri-

zation.’

The Permanent Committee for Scholarly Research and Ifta" has ruled that en-

gagement with cryptocurrencies is impermissible, including trading, investment, pay-
ment usage, mining, exchange operations, and storage. This ruling is based on several
justifications, the most important of which are:

The absence of a legally recognized state guarantee.

Bill Maurer, “Blockchain”, Digital Anthropology. Ed. Haidy Geismar, Hannah Knox (London: Routledge, 2021).
Paul Vigna - Michael ]. Casey, The Age of Cryptocurrency: How Bitcoin and Digital Money Are Challenging the
Global Economic Order (New York: St. Martin’s Publishing Group, 2015).

Umara Noreen, “Fintech, Digital Currency and the Future of Islamic Finance”, Fintech, Digital Currency and
the Future of Islamic Finance, (January 1, 2020).

International Islamic Figh Academy (IIFA), “Electronic Currencies”, (Access 26 April 2026).

Permanent Fatwa Committee, “Virtual Currencies”, (Access 26 April 2026).
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The lack of sovereign supervision or central bank oversight.

The absence of intrinsic value or tangible backing in unbacked cryptocurrencies,
raising issues regarding value stability and juristic characterization.

High levels of risk and volatility.

This position rests on the premise that money in Islamic jurisprudence must ful-
fill the objectives of Shariah in safeguarding wealth and preventing excessive uncerta-
inty and public harm. In this context, three principal Shariah-related issues arise with
respect to cryptocurrencies.

The first concerns monetary value status (thamaniyyah), which constitutes an
essential attribute of money in Islamic jurisprudence. Monetary value may take two
forms:

Intrinsic value: as in gold and silver.

Acquired value: as in paper currency supported by the authority and guarantee
of the state.

Ibn ‘Ashiir maintained that among the objectives of Shariah in financial transac-
tions is the protection of the community’s wealth from loss and instability." In their
current form, unbacked cryptocurrencies possess neither intrinsic value nor a stable
acquired value backed by governmental guarantee, thereby raising doubts as to whet-
her they fulfill the full legal characterization of money.

The second issue relates to price stability. A currency must exhibit a reasonable
degree of stability to function effectively as a standard of value. In this regard, Ibn al-
Qayyim’s statements have been interpreted as emphasizing that monetary instruments
should serve as a reliable and disciplined standard and should not be subject to exces-
sive instability in value, in a way that would undermine their function as a measure of
prices and a medium of exchange."

Empirical observation of cryptocurrencies reveals sharp price fluctuations,
which undermine their ability to perform the three essential functions of money and
increase the level of uncertainty and risk. This consideration has been invoked by many
jurists in support of prohibition or restriction.

' Tahir ibn ‘Ashir, Maqasid Al-Shari‘ah al-Islamiyyah (Doha: Ministry of Endowments and Islamic Affairs,

2004), 3/238.
Ibn Qayyim al-Jawziyya, Ilam al-Muwagqqi‘in ‘an Rabb al-‘Alamin (Riyadh: Dar ‘At@’at al-‘1lm, 2019), 2/479.

12
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Moreover, the International Islamic Figh Academy has cautioned against in-
dexing debts to volatile benchmarks due to the potential for uncertainty and riba imp-
lications.

The third issue concerns the question of issuing authority and guarantee. Tradi-
tional cryptocurrencies are characterized by decentralization and are not issued by a
central bank; rather, their issuance mechanisms vary depending on the protocol, with
some relying on mining in a distributed network. While this ensures technological in-
dependence, it raises Shariah and regulatory concerns, including the absence of go-
vernmental guarantee, limited legal protection for users, and susceptibility to use in
illicit activities.

Conversely, some states have moved toward developing central bank digital cur-
rencies (CBDCs), which combine technological efficiency with official backing.” This
development may have significant implications for future juristic recharacterization.

In conclusion, the juristic issue surrounding cryptocurrencies does not pertain
to the technology per se, but rather to the extent to which they fulfill the attributes of
legally recognized money, particularly monetary value status, stability, guarantee, and
the absence of excessive uncertainty. Accordingly, any future development, such as lin-
king cryptocurrencies to tangible assets or subjecting them to governmental supervi-
sion, may influence their legal ruling insofar as it contributes to the realization of Sha-
riah objectives in safeguarding wealth and ensuring transactional stability.

Literature Review

A review of the literature concerning gold-backed cryptocurrencies reveals a
growing academic interest in this class of digital assets from two complementary pers-
pectives.

The first is the financial-economic perspective, which focuses on performance,
volatility, and market efficiency. The second is the Shariah-compliance perspective,
which examines the extent to which these instruments conform to Islamic legal prin-
ciples, particularly regarding riba, gharar, and the requirement of immediate posses-
sion (tagabudh) in exchange contracts. The studies in this field can be classified into
three main categories: analyses of performance and stability during crises, studies of
market behavior, efficiency, and cross-market linkages, and investigations of Shariah
compliance and application in Islamic finance.

3 Fatih Ceylan, “A Review of Central Bank Digital Currency: Current Status and Changing Trends”, [zmir

Journal of Economics 39/2 (June 6, 2024), 568-589.

https://dergipark.org.tr/tr/pub/ihad/article/1910186


https://dergipark.org.tr/tr/pub/ihad/article/1910186

10 | Naim HANK

To analyze the performance and stability of cryptocurrencies, Jalan et al. (2021)
conducted an empirical study entitled “Shiny’ crypto assets: A systemic look at gold-
backed cryptocurrencies during the COVID-19 pandemic™ examining price data for
five gold-backed cryptocurrencies (DGX, PMGT, XAUT, PAXG, TMTG) during the COVID-
19 pandemic, with comparisons to physical gold, Bitcoin, and Tether. The authors emp-
loyed measures of price volatility, return correlation with major asset classes, and in-
dicators of market coherence—such as cross-exchange price dispersion and liquidity
depth—to assess the relative stability of these assets under financial stress. The study
concluded that gold-backed cryptocurrencies exhibited lower volatility than many un-
backed cryptocurrencies during certain crisis periods; however, their behavior did not
consistently align with that of physical gold as a full safe-haven asset, and in some cases
their volatility remained closer to that of highly volatile crypto-assets such as Bitcoin.

This study examines the importance of transparency, reserve management, and
the ability to redeem physical gold in fostering confidence and minimizing deviation
from reference prices. While the empirical methodology and real-world crisis context
represent a major strength, the limited temporal scope, restricted to a single pandemic,
constrains the generalizability of the findings across different economic cycles. In ad-
dition, the heterogeneity of governance and auditing models among tokens may affect
the validity of comparative measures.

In the context of market behavior analysis, Mnif et al. (2022) examined market
efficiency and herding behavior in gold-backed cryptocurrency markets, specifically
comparing these instruments with Bitcoin and physical gold.” The study employed
Multifractal Detrended Fluctuation Analysis (MFDFA) and an inefficiency index (IEI) to
evaluate market efficiency and to assess herding behavior in gold-backed cryptocur-
rency markets during periods of volatility. The results indicated that gold-backed cryp-
tocurrencies tend to exhibit lower degrees of herding compared to Bitcoin, showing
partial alignment with gold’s characteristics; however, their market structure remains
influenced by the liquidity and speculative features of the broader cryptocurrency mar-
ket. This study suggests that mere linkage to a tangible asset does not necessarily trans-
fer all its behavioral properties to the digital counterpart, raising questions regarding
the realization of “stability” from both an economic and Shariah perspective.

Akanksha Jalan et al., “Shiny’ Crypto Assets: A Systemic Look at Gold-Backed Cryptocurrencies during
the COVID-19 Pandemic”, International Review of Financial Analysis 78 (2021), 02-18.

Emna Mnif et al., “Efficiency and Herding Analysis in Gold-Backed Cryptocurrencies”, Heliyon 8/12 (2022),
2-11.
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Regarding the transfer of returns and volatility within Islamic financial Markets,
Yousaf and Yarovaya (2022) investigated the relationship between Islamic gold-backed
cryptocurrencies (OneGram, X8X) and global Islamic equity sectors in the study “Spillo-
vers between the Islamic Gold-Backed Cryptocurrencies and Equity Markets during the COVID-
19: A Sectorial Analysis”.'® The research employed a VAR-BEKK-AGARCH model to esti-
mate return and volatility spillovers among the selected assets, alongside calculations
of optimal portfolio weights, hedge ratios, and hedging effectiveness. The results indi-
cated that spillover effects were generally limited under normal market conditions,
while they increased during periods of financial stress, particularly in crisis episodes
such as COVID-19. However, these findings vary depending on the specific asset pairs,
sectors, and time periods, suggesting that any hedging potential should be interpreted
in a context-dependent manner rather than as a uniform property of gold-backed cryp-
tocurrencies. Nevertheless, the study’s focus on a limited sample of Shariah-compliant
gold-backed cryptocurrencies restricts the generalizability of the findings to other
gold-backed cryptocurrencies.

Bridging financial analysis with juristic evaluation, the study “The Sharia Compli-
ance of Gold-Backed Cryptocurrency: Analysis of Volatility and Risk™” (2021) addressed the
Shariah compliance of gold-backed cryptocurrencies by analyzing their volatility and
risk while linking the findings to concepts of riba, gharar, and the requirement of pos-
session. The study concluded that permissibility depends on the nature of the holder’s
ownership rights over the underlying gold, particularly whether the token grants di-
rect ownership of specifically allocated gold or merely represents a contractual claim
against the issuer, in addition to redeemability, transparency in custody arrangements,
and independent auditing procedures; the absence of these elements may lead to sus-
picions of gharar or selling what one does not own (bay‘ ma 1a yamlik). The study is
particularly valuable for its direct connection between financial indicators (volatility,
risk) and juristic concepts, though it relies heavily on theoretical analysis, while incor-
porating a limited empirical component through ARCH-GARCH modeling and selected
comparative assessments of financial assets.

Imran Yousaf - Larisa Yarovaya, “Spillovers between the Islamic Gold-Backed Cryptocurrencies and Equ-
ity Markets during the COVID-19: A Sectorial Analysis”, Pacific-Basin Finance Journal 71 (February 1, 2022),
101705.

Fauziyah Adzimatinur et al., “The Sharia Compliance of Gold-Backed-Cryptocurrency: Analysis of Vola-
tility and Risk”, 1st Universitas Kuningan International Conference on Social Science, Environment and Techno-
logy, UNiSET 2020, 12 December 2020, (West Java, Indonesia: EAI, 2021).

https://dergipark.org.tr/tr/pub/ihad/article/1910186
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On a broader level, the paper “From Gold Dinar to Digital Ledger: Is Islam Ready for
Cryptocurrency?”™® by Rischan Mafrur and Khadijah Hasim (2025) explored the possibi-
lity of converting tangible assets such as gold into digital tokens considering the history
of Islamic money and its objectives. The paper provides a theoretical framework for
aligning cryptocurrencies with Islamic finance principles, emphasizing the necessity of
legal and regulatory mechanisms to ensure legitimate possession. This study extends
perspectives derived from Islamic monetary history by linking the historical expe-
rience of the gold dinar to contemporary digital models, though it remains more con-
ceptual than empirical.

Additionally, Dammak et al. conducted an analysis of investment portfolios in-
volving gold, Bitcoin, gold-backed cryptocurrencies, and Al-focused equity portfolios
in order to evaluate diversification, hedging, and safe-haven properties across different
market conditions.” The results suggested that the inclusion of gold-backed cryptocur-
rencies may improve portfolio efficiency in terms of risk-adjusted returns in certain
scenarios, However, these findings remained conditional on market dynamics and asset
interactions observed within the selected sample and period, rather than establishing
a general conclusion regarding the intrinsic stability of all gold-backed digital assets.
This study adds an important financial-econometric dimension to the literature by
examining gold-backed cryptocurrencies not only from the perspective of Shariah
compliance or theoretical stability, but also in relation to portfolio diversification and

risk management.

A recent study by Mehrara et al. (2025)*’ presented design models for cryptocur-

rencies backed by natural resources, including oil- and gold-backed cryptocurrencies,
along with performance measurement frameworks and conditional linkage mecha-
nisms. The study offers a methodological framework for designing an asset-backed
cryptocurrency, including technical and economic analyses of guarantee and pricing
mechanisms. Its implications are directly relevant to gold-backed cryptocurrency de-
sign; however, the design-oriented focus necessitates long-term empirical validation.

Rischan Mafrur - Khadijah Hasim, “From Gold Dinar to Digital Ledger: Is Islam Ready for Cryptocurrency?
” Social Science Research Network, SSRN Scholarly Paper, August 9, 2025.

Wael Dammak et al., “Al Companies’ Strategies with Traditional vs. Digital Assets amid Geopolitical and
Banking Crises”, Heliyon 10/23 (December 15, 2024), e40382.

Mehrara Mohsen et al., “Evaluating Oil- and Gold-Backed Cryptocurrencies in Sanctioned Economies:
Valuation, Stability, and Cryptographic Dimensions”, Iranian Journal of Economic Studies 14/1 (2025), 61~
80.
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Overall, the literature indicates that gold-backed cryptocurrencies represent an
attempt to integrate the relative stability of gold with the advantages of blockchain or
distributed ledger technology. They may partially reduce volatility compared to unbac-
ked cryptocurrencies, though they remain influenced by the structural characteristics
of the digital asset market. The studies also emphasize that transparency and the ability
to redeem physical gold constitute cornerstones for enhancing economic confidence
and enabling Shariah compliance. Nevertheless, most studies focus either solely on fi-
nancial analysis without in-depth juristic assessment or on theoretical Shariah analysis
without extensive economic testing. Few studies combine both perspectives within an
integrative framework that accounts for legal, governance, and auditing structures.

The previous studies highlight the economic and juristic challenges associated
with cryptocurrencies, particularly regarding value instability and weak monetary cha-
racterization. Based on these findings, this study seeks to provide a balanced approach
that reconciles economic efficiency with Shariah compliance through the model of
gold-backed cryptocurrencies, offering a practical framework to support value stability
and contribute to juristic acceptability when supported by appropriate legal, gover-
nance, and auditing structures. In this context, the study explores the potential of add-
ressing existing challenges by linking cryptocurrencies to gold, a tangible asset with
historical monetary significance. It further examines whether such a linkage may cont-
ribute to addressing the juristic concerns associated with cryptocurrencies and how it
may affect their legal characterization in light of the Shariah criteria for valid money.

Methodology

This study adopts a qualitative analytical research design grounded in critical
conceptual juristic evaluation. The rationale for employing a qualitative approach
stems from the evolving and conceptually complex nature of gold-backed cryptocur-
rencies, particularly in relation to their economic foundations and juristic characteri-
zation. Since the subject concerns normative assessment and theoretical reconstruc-
tion rather than empirical measurement, an in-depth analytical methodology is consi-
dered particularly appropriate. Empirical findings are also incorporated where relevant
to support the normative evaluation of the subject.

The methodology proceeds in three interrelated stages. First, the study under-
takes a systematic examination of key economic concepts associated with cryptocur-
rencies and gold. This includes an exploration of cryptocurrencies’ origin, structural
features, and economic functions, with particular emphasis on issues of value forma-
tion and value support as a monetary reference within decentralized financial systems.

https://dergipark.org.tr/tr/pub/ihad/article/1910186


https://dergipark.org.tr/tr/pub/ihad/article/1910186

14 | Naim HANK

In this stage, the study also evaluates the model of gold-backed cryptocurrencies as a
potential regulatory and economic alternative to unbacked cryptocurrencies.

Second, a critical juristic analysis is conducted to survey and assess contempo-
rary scholarly opinions regarding the legal status of cryptocurrencies. This stage integ-
rates economic analysis with juristic reasoning in order to examine the implications of
gold backing for the reassessment of the effective legal causes (‘ilal) governing mone-
tary rulings, particularly in terms of how they are applied and operationalized. Atten-
tion is given to the concepts of monetary value status (thamaniyyah), general accepta-
bility, and their relationship to the principles regulating uncertainty (gharar), risk, and
liability, as well as additional juristic concepts relevant to gold-backed cryptocurren-
cies, including gabd (constructive possession), sarf, riba, redemption rights, reserve
ownership, and daman (liability).

Finally, drawing upon contemporary juristic scholarship and relevant instituti-
onal resolutions issued by Islamic jurisprudential bodies, the study synthesizes the
analytical findings into a normative framework aimed at structuring the evaluation cri-
teria for the subject. This framework is intended to bridge financial and Shariah pers-
pectives and to guide the ongoing economic and juristic discourse concerning the fu-
ture of cryptocurrencies and crypto-assets, particularly in scenarios where they are
anchored to clear material and regulatory references.

1. Regulatory and Functional Framework for Gold-Linked Cryptocurrencies

Building on the normative framework derived from contemporary juristic scho-
larship and resolutions issued by Islamic jurisprudential bodies, this section operatio-
nalizes the proposed evaluative criteria into a regulatory and functional model. It trans-
lates the findings into structured governance parameters intended to guide the practi-
cal design and assessment of gold-linked cryptocurrency systems.

Such legislation could regulate cryptocurrency trading, ensure transparency in
the circulation of crypto-assets through clearly defined disclosure and reporting requ-
irements, and subject them to supervisory and compliance auditing mechanisms com-
parable, in certain respects, to those applied by financial regulatory authorities over
licensed financial institutions. This would enhance consumer protection, market integ-
rity, and the overall reliability of the crypto-asset ecosystem.

In this scenario, cryptocurrencies may resemble, in certain respects, regulated
digital monetary instruments such as tokenized representations of bank liabilities,
where such structures exist under formal banking regulation and legal authorization,
and may in limited aspects approach characteristics associated with widely used mone-

https://dergipark.org.tr/en/pub/ihad/article/1910186
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tary instruments. However, this characterization presupposes specific conditions, inc-
luding legal recognition, reserve segregation, redemption rights, and clear governance
structures.

It could further be stipulated that holders have a defined right of access to a
monetary reference—namely gold—through redemption or value linkage mechanisms,
similar to historical monetary arrangements in which currency value was tied to a spe-
cified asset benchmark.”

Since the currency would thereby benefit from issuer backing while remaining
subject to regulatory oversight, it would likely achieve greater acceptance among users,
as it would resemble checks linked to identifiable accounts, where the holder is entitled
to the value specified therein. Likewise, the holder of a cryptocurrency would hold a
claim to an equivalent value in gold corresponding to the units held. Moreover, given
the cryptographic technologies underpinning such currencies, which are resistant to
tampering and unauthorized intrusion, security risks could be reduced, although signi-
ficant risks in cryptocurrency systems would remain. Thus, the digital currency would
resemble checks in terms of its claim-based function, while it would resemble paper
money in its role as a widely accepted medium of exchange linked indirectly to gold.

Once official digital currency linking them to gold becomes a more feasible op-
tion. Central banks could support them with verifiable gold reserves, thereby providing
reliable backing beyond purely algorithmic stablecoin structures. Under such a model,
each digital unit could be convertible into a specified quantity of gold, subject to the
conditions of lawful exchange and valid possession (qabd) of the underlying gold, the-
reby enhancing confidence and value stability while preserving the technical advanta-
ges of cryptocurrencies, such as divisibility and ease of cross-border transfer.* Accor-
dingly, deriving value from an asset with historical monetary significance and relati-
vely stable value characteristics may reduce severe price volatility and strengthen ca-
pital security, thereby mitigating certain credit-related and Shar concerns associated
with cryptocurrencies, although issues related to riba and sarf, gabd (possession), re-
demption (itfd’), reserve ownership, regulatory oversight, and custody risk may still

2 Michael Chak Sham Wong - Imran Yousaf “CBDCs, Regulated Stablecoins and Tokenized Traditional As-
sets under the Basel Committee Rules on Cryptoassets”, Journal of Financial Regulation and Compliance 33/1
(November 28, 2024), 31-47.

Irma Naddiya Mushaddik et al., “Integrating Gold-Backed Cryptocurrency for Blockchain Net Settlement
to Achieve Future Economic Stability”, Journal of Islam in Asia 20/2 (June 26, 2023), 304-344.
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remain. In particular, the model may significantly reduce the major gharar arising from
extreme price volatility and uncertainty of value.

Adopting a gold-backed digital currency model may also serve several strategic
objectives, most notably: curbing illicit uses by integrating such currencies into an of-
ficial regulatory framework including licensing, AML/CFT compliance, reserve audits,
custody rules, user protection, and Shari‘ah supervisory mechanisms; strengthening
transactional confidence, thereby supporting the protection of wealth, reduction of
gharar, and realization of public interest; and reducing excessive dependence on domi-
nant currencies in international trade, a consideration primarily grounded in magasid
al-shari‘ah and economic maslahah rather than a direct Shari requirement. Further-
more, this approach could provide states with a degree of monetary reconfiguration
and limited financial independence within the constraints of reserve-backed issuance,
potentially reducing reliance on dominant currencies and allowing diversification of
reserve structures, although without fully eliminating exposure to global financial cyc-
les, while limiting the transmission of global crises associated with the conventional
monetary system. These considerations reinforce the rationale for examining such lin-
kage from both economic and Shar‘i perspectives.

The impact of linking cryptocurrencies to gold would not be confined to their
functioning as mere electronic certificates representing gold value, and a clear distinc-
tion must be maintained between mere value representation and structures that confer
actual ownership or redemption rights over the underlying gold. Rather, they would be
expected to acquire a composite value understood as a combined economic, monetary,
Shar, and user-trust-based valuation framework, combining the historical monetary
significance and reserve-asset character of the underlying gold asset, widespread usa-
bility, transactional speed, and the strength of the supporting sovereign authority—
much as paper money derives strength from the issuing state. Accordingly, a gold-bac-
ked digital currency that satisfies standards of efficiency and stability could compete
with other currencies in the digital currency market.

This transformation may be interpreted with certain qualifications in light of
Gresham’s Law, which posits that when two forms of money are assigned the same no-
minal value despite differences in their intrinsic or market value,” the currency perce-
ived as having lower intrinsic value remains in circulation while the currency perceived
as having higher intrinsic value is hoarded. However, the applicability of this principle

» Frank Whitson Fetter, “Some Neglected Aspects of Gresham’s Law”, The Quarterly Journal of Economics 46/3

(1932), 480-495.
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to a gold-backed digital currency and fiat currency may be limited in the absence of a
fixed exchange rate between them, as under free-market conditions users may instead
prefer the more reliable, stable, and widely accepted monetary instrument.

However, linking cryptocurrencies to gold, coupled with effective sovereign
backing, may in some circumstances increase the attractiveness and perceived stability
of a gold-backed digital currency relative to certain fiat currencies. This, in turn, may
contribute to greater confidence in such a currency and potentially broaden its use.

2. The Shariah Ruling on Cryptocurrencies after Gold Backing

Empirical market data on cryptocurrencies indicates that, over the period 2016-
2024,* the continued use of cryptocurrencies in their existing operational form has
been associated with sustained network growth and increased adoption rates across
users and exchanges, suggesting their expansion and proliferation. Consequently, it be-
comes necessary to address the Shar< implications of cryptocurrencies and to find so-
lutions to the jurisprudential issues surrounding their use. Jurists and scholarly coun-
cils are therefore obliged to develop criteria for their assessment and possible adoption,
including guidelines for their lawful use, restriction, or prohibition and to clarify the
rulings governing transactions involving them. Governments are likely to seriously
consider regulating cryptocurrencies and developing appropriate supervisory fra-
meworks or official digital currency initiatives given their rapid global dissemination,
in order to safeguard rights in financial dealings and ensure that such transactions
comply with the principles established by Islamic law.

The absence of a guarantor for transactions, the lack of a central authority cont-
rolling issuance, and the absence of tangible (physical) value are among the main rea-
sons cited by some contemporary jurisprudential councils and scholarly bodies in their
Shar rulings on cryptocurrency transactions. In principle, these concerns may be par-
tially mitigated through a gold-linked structure; however, this does not automatically
eliminate the underlying legal causes, as the effectiveness of such a structure depends
on conditions such as reserve adequacy, segregation of gold reserves, actual ownership
by token holders, redemption (itfa’) mechanisms, realization of valid possession (qabd),
issuer or custodian liability, regulatory oversight, and the persistence or reduction of
price volatility.

¥ The Cambridge Centre for Alternative Finance, The 2nd Global Crypto asset Regulatory Landscape Study

(Cambridge: University of Cambridge, 2024).
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2.1. Issuing Authority, Guarantee, and Reserve Backing

State-issued digital currency may require external support to achieve economic
security and to guarantee the rights of their users, which can be provided through state
backing, rendering them analogous to “fiat” currencies—currencies whose value deri-
ves not only from official sovereign recognition but also from legal tender status, cent-
ral bank policy, tax settlement utility, and broader institutional trust. States may in
principle explore such currencies, and some preliminary efforts, such as China’s expe-
riments with the digital yuan, have already been undertaken as examples of state-is-
sued digital currency initiatives, though not necessarily linked to gold backing.”

2.2. Achieving Monetary Value (Thamaniyah) through Gold

Linking cryptocurrencies to another currency does not fully resolve the ques-
tion of monetary value, since fiat currencies, while lacking intrinsic physical value,
acquire their monetary function through legal recognition, state authority, monetary
policy frameworks, and widespread public acceptance as a medium of exchange and
store of value.

One proposed approach to enhancing the thamaniyyah (monetary value) of cryp-
tocurrencies is to associate them with gold as a reference asset, given its long-standing
role as a store of value and pricing benchmark in monetary history. In this context, gold
is often treated as a relatively stable asset; however, its value is not absolutely fixed and
remains subject to market fluctuations driven by global liquidity conditions, interest
rates, and geopolitical factors. Accordingly, the claim that gold represents the most ef-
fective or exclusive means of stabilizing value requires further substantiation rather
than being assumed as definitive. Unlike fiat money, which may experience inflationary
pressures and periodic revaluation, gold is widely regarded as a durable store of value,
although not immune to price volatility. Therefore, the relationship between crypto-
currencies and gold should be understood not as eliminating value instability, but as
potentially providing a reference benchmark that may assist in valuation and accoun-
ting.

From a jurisprudential perspective, linking cryptocurrencies to a tangible or re-
ference asset such as gold does not in itself determine their zakah status. Rather, zakah
applicability depends on the legal characterization (ta‘yin al-nizam al-fighi) of the

»  Changchun Mu, “Theories and Practice of Exploring China’s e-CNY”, Data, Digitalization, Decentralized Fi-

nance and Central Bank Digital Currencies: The Future of Banking and Money, ed. Andreas Dombret - Patrick S.
Kenadjian (Berlin: De Gruyter, 2023), 179-190.
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crypto-asset,” including whether it is treated as a medium of exchange, a tradable as-
set, or a form of investment holding with measurable market value. Contemporary ju-
ristic discussions generally indicate that assets with realized and measurable value may
enter the zakah base, yet the applicable nisab and classification remain contingent
upon the specific structure and function of the asset.” Accordingly, while asset-backing
or gold-referencing mechanisms may contribute to the stabilization and valuation fra-
mework of cryptocurrencies, they do not independently settle the legal classification
or zakah rulings. These determinations remain dependent on the underlying economic
function and juristic characterization of each crypto-asset type within contemporary
financial practice.

2.3. Stability of Digital Currency Value When Linked to Gold

Regarding the temporal stability of cryptocurrency value, this issue has clear
parallels in Islamic jurisprudence concerning fiat money, particularly in discussions on
debt repayment in cases of currency value fluctuations. Contemporary juristic debates
on this matter are often situated within broader classical and modern figh discussions
on monetary depreciation and the obligation of repayment in changing economic con-
ditions. Scholars are divided on this issue.

However, when drawing analogies between fiat currency debts and cryptocur-
rency obligations, several relevant distinctions must be taken into account including
legal recognition, the degree of public acceptance as a medium of exchange, volatility
of value, the presence or absence of an issuing authority, and the underlying juristic

characterization of the instrument in question.

The majority of Malikis?, Shafi‘is*, and Hanabilis*® hold that debts should be re-
paid in equivalent units rather than adjusted for changes in value.”

Ali Al-Qaradaghi, “Are paper money like dirhams and dinars in all rulings?” (Access 23 May 2025).

International Islamic Figh Academy (IIFA), “Electronic Currencies”, (Access 26 April 2026).

%  Abi ‘Abd Allih Muhammad al-Kharashi, Sharh Al-Kharashi ‘ala Mukhtasar Khalil (Egypt: al-Matba‘a al-
Amiriyya bi-Biilaq, 1317), 5/103. “Repayment by equivalent (mithl) constitutes the predominant prin-
ciple governing the discharge of loan obligations in Islamic jurisprudence”.

% Abi Ishaq Ibrahim ibn “Ali al-Shirazi, Al-Muhadhdhab Fi Figh al-Imam al-Shafi’i (Beirut: Dar al-Kutub al-
‘Ilmiyyah, 1995), 2/85. “The borrower must repay an equivalent (mithl) for fungible property, as the very
nature and legal effect of a gard contract entail the restitution of an equivalent rather than a monetary
valuation”.

*  Ibn Qudamah al-Maqdisi, Al-Mughni (Riyadh: Dar ‘Alam al-Kutub, 1997), 6/ 434. “It is obligatory to return
the equivalent (mithl) in measurable and weight-based commodities. We do not know of any disagree-
ment regarding this”.

' Ahmed al-Sharbini, Nihayat Al-Muhtaj (Bayrit: Dar al-Kutub al-‘Ilmiyyah, 2002), 3/217.
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In contrast, Abt Yusuf, followed by the Hanafis, maintains that repayment sho-
uld reflect the equivalent monetary value, considering appreciation or depreciation. “A
loan is discharged through repayment in kind or by its equivalent value. Accordingly,
if the parties mutually agree upon a settlement other than the exact equivalent or as-
sessed value, the liability of the borrower is deemed extinguished.”*

In the context of linking cryptocurrencies to gold, value fluctuations may still
occur; however, such volatility is expected to be lower compared to unbacked crypto-
currencies, as their value is anchored either fully or partially to gold as a reference
asset. Nevertheless, this does not imply absolute stability, since gold prices themselves
are subject to market-driven fluctuations over time. Even if the market price of gold
rises or falls, it may function as a safe-haven asset during periods of economic or finan-
cial stress. However, it is still subject to significant price fluctuations influenced by in-
terest rates, the US dollar exchange rate, geopolitical risks, and central bank policies.
Nevertheless, such volatility is generally less pronounced than that observed in highly
volatile cryptocurrencies. In times of major economic crises or wars, gold is often re-
garded as safe haven, reinforcing the stabilizing effect of gold-backed cryptocurrencies.

Conclusion

This study argues that the challenges associated with unbacked cryptocurren-
cies are not primarily rooted in the underlying blockchain technology itself, but rather
in the extent to which such instruments can satisfy essential monetary attributes, inc-
luding value measurability, relative stability, and enforceable guarantee—criteria that
are central to the Shar‘ conception of money. However, the terminology requires pre-

¢

cision, as “currency,” “asset,” and “monetary instrument” are often used interchange-

ably despite carrying distinct legal and economic implications.

Within this framework, while gold is frequently employed as a reference asset
due to its historical role as a store of value, its stability should be understood in relative
rather than absolute terms, given its exposure to macroeconomic variables such as in-
terest rates, exchange rate dynamics, and geopolitical uncertainty. Accordingly, its sta-
bilizing function should be interpreted as comparative—particularly in relation to
highly volatile unbacked cryptocurrencies—rather than as an inherent absence of price
fluctuation.

Furthermore, the effectiveness of a gold-linked digital currency is contingent
upon the structure of issuance and governance. A model involving regulated sovereign

32 Muhammad Amin Ibn ‘Abidin, Hashiyat Radd Al-Muhtar ‘ald al-Durr al-Mukhtar (Egypt: Matba‘at Mustafa
al-Babi al-Halabi, 1966), 4/516.
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issuance may enhance credibility, reduce informational asymmetries, and strengthen
market confidence; however, such an arrangement does not eliminate financial risk but
rather redistributes and manages it within a controlled monetary framework.

The study also indicates that the gold-backed digital currency model is theore-
tically capable of balancing financial innovation with the objectives of Shar law in pre-
serving wealth and preventing uncertainty (gharar). From an economic perspective,
the gold backing may enhance the credibility of the digital currency and may increase
its usability as a medium of exchange and a store of value, as these are the two primary
monetary functions targeted in this model. However, it is explicitly not designed to
function as a unit of account, and this limitation should be clearly acknowledged in
assessing its monetary role, although it may potentially attract a broader segment of
investors and users who would benefit from its speed and global transferability. From
a Shar€ perspective, the mitigation or partial removal of some principal grounds for
prohibition—particularly weak claim to thamaniyyah, extreme volatility, and lack of
legal guarantee—opens the door for a conditional reconsideration of the Shariah ruling
on transactions involving such currencies, once the requisite safeguards are achieved.

The findings further indicate that the success of this model remains contingent
upon several practical requirements, foremost among them: a clear regulatory fra-
mework, verifiable gold reserves, transparency in issuance and redemption mecha-
nisms, and institutional oversight to limit illicit use. There is also a continuing need for
further empirical studies and market testing to assess the practical feasibility of this

model across diverse economic environments.

In summary, if well-designed and properly regulated, linking cryptocurrencies
to gold could contribute to a more stable digital financial environment aligned with
Islamic economic principles. This would require clear and verifiable safeguard mecha-
nisms, including reserve transparency, enforceable redemption rights, defined owners-
hip structures, and effective regulatory oversight. Accordingly, such a framework may
provide policymakers and researchers with a promising basis for integrating monetary
innovation within Shariah-compliant safeguards. It could also support the develop-
ment of a more flexible and efficient Islamic financial system capable of adapting to
rapid digital transformations.

The study recommends that central banks and regulatory authorities in Muslim-
majority countries conduct in-depth applied research on the feasibility of issuing gold-
backed official cryptocurrencies, establishing strict regulatory frameworks that ensure
full transparency regarding gold reserve holdings and issuance/redemption mecha-
nisms. It also advises forming joint Shar‘i-economic committees to monitor the emer-
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ging jurisprudential treatment of these currencies in light of technological develop-
ments, enhancing international cooperation for the exchange of expertise and regula-
tory standards, and developing secure digital infrastructure to curb illicit use. Pilot pro-
jects under official supervision are also recommended to evaluate economic and stabi-
lity impacts before broad implementation, achieving a balance between financial inno-
vation and the requirements of stability and Shar‘i compliance.
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