k]

Vol.26 / No.101 / Spring 2026 |

A Quarterly Journal on Islamic Economics |

0 ;

EGHTESAD-E ISLAMI (A Quarterly Journal on Islamic Economics)
Vol.26 / No.101 / Spring 2026

ISSN: 1735-3262

https://eghtesad.iict.ac.ir

JEL Classification: E42, G10, G23, K12, Z12

Assessing the potential of crypto-currency
in the development of new Islamic financial instruments

Seyyed Ali Mirlouhi*
PhD Candidate in Figh and Law, Shahid Motahhari University, Tehran, Iran.
Email: mirlohi@motahai.ac.ir

Citation Mirlouhi, S.Y. .(2026). Assessing the potential of crypto-currency in the
development of new Islamic financial instruments. EGHTESAD-E ISLAMI (A

Quarterly Journal on Islamic Economics). 26 (101): 5-34

Received: 02 October 2025 , Accepted: 16 November 2025

Abstract

Introduction: Modern financial technologies, particularly Central Bank Digital
Currencies (CBDCs), have created significant opportunities for transforming fi-
nancial markets. The Crypto-Rial, as the digital version of Iran's national curren-
cy, provides a platform for developing Islamic financial instruments with greater
efficiency and transparency.

Objective: The purpose of this study is to assess the capacity and strategically ana-
lyze the use of the Crypto-Rial infrastructure for designing and managing a new
generation of Islamic securities, focusing on "Smart Sukuk," to identify challenges
and provide operational solutions.

Methodology: This research is fundamental and conducted using a descriptive-an-
alytical approach. Data collection was performed via documentary and library
methods, referencing authoritative jurisprudential , legal sources, and technical
documents from the Central Bank.

Findings: Findings indicate that smart contracts based on the Crypto-Rial can au-
tomate the issuance, profit distribution, and secondary trading of Sukuk, thereby
reducing transaction costs. However, jurisprudential challenges such as the "nature
of possession" in digital assets and legal challenges regarding the "legal validity
of code" exist. Smartization complexity is higher in Partnership Sukuk compared
to [jarah Sukuk.

Conclusion: Realizing Smart Sukuk depends on establishing a three-layer frame-
work (Jurisprudential, Technical, and Regulatory). It is recommended that regu-
latory bodies utilize a "Regulatory Sandbox" to first implement [jarah Sukuk on
the Crypto-Rial platform to manage risks while facilitating the transition to digital
Islamic finance.
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Extended Abstract

1. Introduction

The global financial landscape is undergoing a profound transformation
driven by the advent of digital technologies. Central Bank Digital Currencies
(CBDCs) have emerged as a pivotal innovation, representing a digital form
of fiat money issued and regulated by the state. In Iran, the "Crypto-Rial"
project signifies the Central Bank's strategic entry into this domain, aiming
to enhance the efficiency, security, and programmability of the national cur-
rency. Simultaneously, the Islamic capital market relies heavily on Sukuk
(Islamic securities) as a primary instrument for government and corporate
financing. However, traditional Sukuk issuance and management processes
are often plagued by high operational costs, reliance on multiple intermedi-
aries, delayed settlement cycles, and transparency issues.

The intersection of programmable money (Crypto-Rial) and Islamic fi-
nance presents a unique opportunity to develop "Smart Sukuk." These are
securities where the legal and Sharia logic is embedded into smart contracts
on a blockchain, allowing for automated execution of terms. While the tech-
nical potential is evident, the transition from traditional to smart Islamic in-
struments raises complex questions regarding Sharia compliance and legal
validity. The primary problem this research addresses is how to leverage the
Crypto-Rial infrastructure to modernize the Sukuk market while ensuring
strict adherence to Imamia jurisprudence (Figh) and Iranian law. Specifical-
ly, it seeks to answer: What are the jurisprudential and legal challenges of
implementing Smart Sukuk on the Crypto-Rial platform, and what frame-
work can ensure its legitimacy?

2. Research Methodology

This study employs a descriptive-analytical methodology to explore the
multidimensional aspects of Smart Sukuk. Given the interdisciplinary nature
of the topic, the research integrates concepts from financial technology, Is-
lamic jurisprudence, and law.

1) Data Collection: The study utilizes a documentary and library-based
approach. Primary sources include the technical documentation of the Cryp-
to-Rial project by the Central Bank of Iran, standard Sharia texts, Iranian
civil and electronic commerce laws, and AAOIFI standards. Secondary
sources include academic articles on smart contracts, blockchain in finance,
and comparative studies on digital assets

2)  Analysis Method: The gathered data is analyzed through ijtihad-based
reasoning for the Figh section and legal hermeneutics for the legal section.
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The study first deconstructs the technical mechanism of the Crypto-Rial and
smart contracts. Then, it superimposes these mechanisms onto the require-
ments of Islamic contracts. Specifically, the concept of "Possession" in dig-
ital environments is analyzed to determine if control over a cryptographic
private key constitutes valid Sharia possession. Furthermore, a comparative
analysis is conducted across different types of Sukuk to evaluate their suita-
bility for automation.

3. Research Findings

The research yields several critical findings regarding the technical ca-
pacity, Sharia compliance, and legal structuring of Smart Sukuk based on
the Crypto-Rial:

1)  Technical Capabilities: The programmability of the Crypto-Rial al-
lows for the removal of traditional intermediaries (such as custodians and pay-
ing agents). The study finds that smart contracts can act as a "Digital Trustee,"
automatically distributing profits to token holders' wallets instantly upon the
due date. Furthermore, the "Atomic Swap" mechanism enables Delivery-ver-
sus-Payment (DvP), eliminating settlement risk in secondary markets.

2)  Jurisprudential Analysis :

The Challenge of Possession: A major finding is the reinterpretation of
"Possession" in the digital age. The study argues, based on jurisprudential
principles, that exclusive control over the private key of a Crypto-Rial wallet
constitutes "Constructive Possession".This satisfies the Sharia requirement
for the exchange of values, provided there is a binding legal link between the
digital token and the underlying real-world asset.

The Element of Contract: The execution of a smart contract code is found
to be compatible with the concept of "Conduct-based Offer and Accept-
ance". However, to avoid uncertainty/ambiguity, the code must be audited,
and a plain-language version of the contract must be available to investors
who cannot read code.

3) Legal Analysis:

Validity of Code: Under Iran's Electronic Commerce Law, data messages
have legal validity. However, the study finds a gap in the enforcement of
"self-executing”" contracts.

Dispute Resolution: The "Code is Law" maxim is rejected. The findings
suggest that a purely technical dispute resolution is insufficient. A "Dual-Lay-
er Contract" model is proposed where a traditional legal contract serves as
the "Master Agreement," and the smart contract serves as the "Execution
Layer." In case of discrepancy, the legal text prevails.

4) Comparative Suitability:
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Ijarah Sukuk: Found to be the most suitable for immediate implementa-
tion due to its simple, fixed-income structure which is easily programmable.
Murabahah and Musharakah: Found to be more complex. Murabahah
requires "Oracles" to verify the physical purchase of goods to ensure it is not
afictitious trade. Musharakah faces the risk of becoming interest-based if the
profit distribution is hard-coded based on projected rather than actual profits.

4. Conclusion

The research concludes that the Crypto-Rial offers a transformative po-
tential for the Islamic capital market, moving it towards greater transparency
and efficiency. However, technology is merely an enabler, not a solution in
itself. The successful implementation of Smart Sukuk is contingent upon
creating a comprehensive ecosystem that bridges the gap between code and
Sharia. The study proposes a "Three-Layer Implementation Framework":

1) The Legal/Figh Layer: A standardized legal contract that defines
rights and obligations clearly, ensuring no ambiguity (Gharar) exists.

2)  The Technical Layer: The smart contract code on the Crypto-Rial
blockchain that executes the logic defined in the first layer.

3) The Supervisory Layer: Utilization of trusted Oracles and mandato-
ry Code Audits by Sharia-tech boards to ensure the code aligns with Sharia
rules throughout the asset's lifecycle.

Based on the findings, it is recommended that the Securities and Exchange
Organization (SEO) and the Central Bank adopt a phased approach. They
should utilize a "Regulatory Sandbox" to pilot Smart [jarah Sukuk first. This
allows for testing the legal validity of digital possession and the reliability
of the Crypto-Rial infrastructure in a controlled environment before expand-
ing to more complex instruments like Musharakah. This strategic approach
ensures that the modernization of Islamic finance does not compromise its
fundamental religious principles.
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