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Abstract

The money market is a financial market in which those with surplus liquidity pro-
vide their funds to those facing liquidity shortages in return for profit. At the core
of the money market lies the interbank market, which comprises three main ele-
ments: banks and institutions with surplus liquidity, banks and institutions with
liquidity deficits, and the central bank. The goal of banks in this market is liquidity
management, while the central bank’s objective is monetary policymaking and
guiding the overall interest rate of the market.

Financial instruments used in this market typically share three key characteristics:
minimal risk, short-term maturity, and a fixed, predetermined rate of return. In
addition, the existence of a secondary market and high liquidity make these instru-
ments close substitutes for cash. Given the importance of this market in liquidity
management and monetary policy, it is crucial to examine whether the establish-
ment of an interbank money market is feasible within the framework of Islamic
jurisprudence and economics.

To address this question, the instruments and operational mechanisms of the inter-
bank money market are critically analyzed through the lens of Bay al-Inah (sale
and buy-back) and tanzil (discounting). Based on the dominant jurisprudential
views regarding these two contracts, it appears that the current structure of the
interbank money market encounters significant jurisprudential challenges and re-
quires fundamental reconsideration.

Keywords
Money market, Interbank money market, Bay al-Inah, Bay al-dayn bi al-aqall (dis-
counting of debt), Repo, Repurchase agreements
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