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Abstract

Money creation by the banking system leads to economic instability, inflation,
discrimination, and violations of justice. This phenomenon occurs through the
creation of credit and the granting of loans to customers; in other words, banks
instantaneously generate money from “nothing” without prior deposits and extend it
to borrowers. Some Shi‘T jurists, invoking the principles of /@ darar (no harm), itlaf’
(liability for destruction), and akl mal bi-1-batil (consuming wealth unlawfully),
have rejected its permissibility.

This study examines the evidentiary role and normative authority of magasid al-
shart‘a (objectives of Shari‘a) and clarifies the ruling on money creation according
to this theory. The research hypothesis affirms the validity of magqasid al-shari‘a as
a source in the process of deriving rulings, and concludes that money creation is
prohibited.

After explicating the theory of magasid al-shari‘a and the phenomenon of money
creation, the following results were obtained: (}) According to the doctrine that
rulings follow underlying benefits and harms, and based on the principle of rational
correlation (qa ‘idat al-muldazama al- ‘aqliyya), maqasid al-shari‘a are identical with
the criteria of rulings and thus applicable in the process of deriving Shart ‘a rulings;
(Y) Since the consequences of money creation—such as disruption of the economic
system, failure to secure social rights, speculative activity, and unfair competition
among banks—are incompatible with the objectives of Shari'a as the criteria of
rulings, money creation from “nothing” in Islamic banking is prohibited.

The methodology of this research is descriptive—analytical, with data collected
through library sources.

Keywords: Magasid al-Shari‘a (objectives of Shari‘a); derivation of Shari‘a
rulings; benefits (al-masalik) and harms (al-mafasid); 1slamic banking; money
creation.
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