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Introduction

Few subjects in Islam carry as strong a prohibition as riba (interest or usury).
The Qur'an, Sunnah, and consensus of scholars declare riba as a grave sin,
comparing it to waging war against Allah and His Messenger. Despite this,
modern economies are heavily based on interest-bearing transactions, making

the study of riba deeply relevant for Muslims today.

This article explores what riba is in Islam, why it is forbidden, its types, its
economic consequences, and the halal alternatives available to Muslims who

wish to safeguard their wealth and faith.

What is Riba in Islam?



The Arabic word riba literally means increase, excess, or growth. In Islamic
finance, it refers to any predetermined increase on a loan or exchange without
justified return.

Simple Definition:
Riba = interest/usury = unjust gain.

Riba is not just financial-it reflects exploitation, inequality, and injustice. Unlike
profit earned through trade or investment, riba involves guaranteed returns
regardless of risk or effort, making it unfair and exploitative.

Riba in the Qur'an
The Qur'an is unequivocal in condemning riba.
1.Surah al-Baqarah (2:275)

“Those who consume riba will not stand on the Day of Resurrection except like
the standing of a person beaten by Satan into madness. That is because they
say, ‘Trade is just like riba.” But Allah has permitted trade and forbidden riba.”

2.Surah al-Bagarah (2:278-279)

"O you who believe! Fear Allah and give up what remains due to you of riba, if
you are truly believers. If you do not, then take notice of war from Allah and
His Messenger.”

3.Surah al-Imran (3:130)

"O you who believe! Do not consume riba, doubled and multiplied, but fear
Allah that you may be successful.”

These verses show the severity of riba, placing it among the most dangerous
sins.

Riba in Hadith


https://quran.com/en/al-baqarah/275
https://quran.com/en/al-baqarah/278-279
https://quran.com/en/ali-imran/130

The Prophet repeatedly warned against riba:

o "Allah has cursed the one who consumes riba, the one who pays it, the
one who records it, and the two witnesses to it. They are all equal in sin.”
(Muslim)

« "Adirham of riba which a man consumes knowingly is worse than
committing adultery thirty-six times.” (Ahmad)

« "Avoid the seven destructive sins... (one of them being) consuming riba.”
(Bukhari, Muslim)

Clearly, both giving and taking riba are sinful.

Types of Riba



1. Riba al-Nasi’ah (Interest on Loans)

« This is the most common form: charging extra for delayed repayment.
« Example: Lending $1,000 with condition to repay $1,100 after a year.

2. Riba al-Fadl (Unfair Exchange)

« Occurs when exchanging similar commodities unequally in weight or
quality.




« Example: Exchanging 1kg of gold for 1.2kg of gold without justification.
« Both are forbidden to prevent exploitation.

Why is Riba Prohibited in Islam?

Unjust Enrichment: Riba guarantees profit without risk.

Exploitation of the Poor: The needy borrow money and end up in debt
cycles.

Destroys Brotherhood: Creates class divide between lenders and borrowers.

Contradicts Islamic Justice: Islam promotes fairness in trade, not
exploitation.

Impact of Riba on Society and Economy

Wealth Concentration: Rich lenders become richer, while poor debtors sink
deeper into poverty.collapse

Debt Crises: Entire nations under interest-based loans (modern debt traps).
Moral Corruption: Encourages greed, selfishness, and exploitation.

Loss of Barakah (blessing): Wealth earned through riba lacks blessing.

Difference Between Riba and Trade
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The Qur’an clarifies: “Allah has permitted trade and forbidden riba.” (2:275)

« Trade: Involves risk, effort, and fair exchange. Profit is earned lawfully.
« Riba: Involves guaranteed return with no effort, burdening the borrower.
« Thus, trade encourages economic growth, while riba fuels inequality.

Zakat Percentage on Cash vs Riba

« Islam encourages zakat (charity) instead of riba.



https://quran.com/en/al-baqarah/275

« Zakat Percentage on Cash: 2.5% annually, if wealth exceeds nisab and
a lunar year passes.

« Riba Percentage on Cash: Any interest, no matter how small, is
forbidden.

o Zakat purifies wealth and redistributes resources, while riba corrupts
wealth and hoards it.

Modern Applications: Banking, Loans, and Mortgages

. Bank Interest: Savings accounts, fixed deposits, and bonds often
involve riba.

« Mortgages: Charging interest on house loans is riba.

« Credit Cards: Late payment fees based on percentage interest are riba.

« Student Loans: Interest-bearing loans fall under prohibited riba.

« Muslims must seek alternatives through Islamic finance institutions.

Halal Alternatives to Riba-Based Transactions

« Murabaha (Cost-Plus Financing): Bank buys an asset and sells it at a
profit, disclosed upfront.

« Mudarabah (Profit-Sharing): One provides capital, the other provides
effort, and profits are shared.

« Musharakah (Partnership): Joint investment where both share profits
and risks.

« ljara (Leasing): Renting assets without transferring ownership.

« Qard Hasan (Interest-Free Loans): Loans given purely for charity, repaid
without extra.

Scholarly Views on Riba

« Classical scholars unanimously declared riba haram.

« Modern scholars confirm that modern bank interest is equivalent to riba.

« Figh councils globally have issued fatwas forbidding interest-bearing
loans and recommending halal Islamic finance alternatives.

Historical Context of Riba



o Pre-Islamic Arabs practiced riba excessively.
« Loans doubled and tripled if unpaid, leading to slavery and exploitation.
« Islam abolished this system, restoring fairness.

Practical Examples of Riba Today

« Taking a car loan with 10% interest.

« Depositing money in a fixed-interest account.

« Paying compound interest on a credit card debt.

« National debt with international lenders charging interest.
« All these practices fall under modern riba.

How Muslims Can Avoid Riba?

o Open accounts in Islamic banks.

« Use halal investment options instead of interest-bearing bonds.
« Pay off credit cards before deadlines.

o Support community interest-free loan initiatives.

« Educate families about riba dangers.



Q.What is riba in Islam with an example?

A: Riba means unjust interest. Example: Lending $100 and demanding $120
back after a year.

Q.What is the difference between riba and profit?




A: Profit is earned through risk and trade. Riba is guaranteed return without
risk, which is unjust.

Q.What does the Qur’an say about riba?

A: The Qur'an strongly forbids riba, calling it a declaration of war from Allah
(2:278-279).

Q.Is riba the same as modern bank interest?

A: Yes, most scholars agree modern interest falls under riba.

Q.How to calculate zakat percentage on cash vs riba?

A: Zakat on cash is 2.5% annually. Riba on cash is forbidden entirely.
Final Thoughts

The prohibition of riba in Islam is not just a spiritual rule but an economic
safeguard. By banning riba, Islam protects society from exploitation,
inequality, and endless debt cycles. Instead, Islam promotes zakat, trade, and
risk-sharing partnerships that ensure fairness and blessings.

Muslims today must strive to avoid riba, embrace halal alternatives, and build
economies based on justice, mercy, and ethical trade.

“The most complete of the believers in faith are those with the best character.”
Prophet Muhammad (SAW).


https://quran.com/en/al-baqarah/278-279

