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Abstract: Term deposits are widely used as financial instruments in modern banking
systems due to their stability and predictable returns. However, their compatibility with
Islamic economic law remains a subject of ongoing scholarly debate, particularly when
implemented under conventional banking frameworks. Islamic economic law emphasizes
the prohibition of riba (interest), gharar (excessive uncertainty), and unjust enrichment,
while promoting fairness, risk-sharing, and real economic activity. This study aims to
examine time deposits from the perspective of Islamic economic law by analyzing their
legal structure, underlying contractual mechanisms, and economic implications. Using a
normative—juridical and qualitative approach, this research evaluates time deposits
through the lens of figh muamalah, Qur’anic principles, Prophetic traditions, and
contemporary Islamic economic thought. The findings indicate that conventional time
deposits are fundamentally inconsistent with Islamic economic law due to their
predetermined interest-based returns and risk-free nature. Conversely, Sharia-compliant
alternatives such as mudharabah-based deposits demonstrate closer alignment with Islamic
legal and ethical principles when properly implemented. This study contributes to the
discourse on Islamic finance by offering a critical yet constructive framework for assessing
deposit instruments within Islamic economic law.
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Introduction

The rapid development of modern financial institutions has introduced various instruments
designed to mobilize public funds efficiently. One such instrument is the term deposit, a savings
product in which funds are placed with a financial institution for a fixed period in exchange for a
predetermined return. In conventional economics, time deposits are considered low-risk
instruments that benefit both depositors and banks by ensuring liquidity stability and predictable
income streams. However, within the framework of Islamic economic law, financial instruments
are not evaluated solely on efficiency or profitability. Instead, they are assessed based on their
compliance with Sharia principles, which prioritize justice, transparency, and moral
responsibility in economic transactions. The prohibition of riba represents one of the most
fundamental distinctions between Islamic and conventional financial systems. Consequently,
financial products that guarantee fixed returns without risk-sharing raise serious legal and ethical
concerns in Islamic jurisprudence.

The growing presence of Islamic banking institutions worldwide reflects an increasing
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demand for financial systems that adhere to Islamic economic principles. Despite this growth,
conventional term deposits remain widely used, even among Muslim-majority societies. This
reality highlights a tension between economic practicality and religious compliance. Therefore, it
is essential to critically examine time deposits from the perspective of Islamic economic law to
clarify their legal status and explore acceptable alternatives.

Literature Review
2.1 Foundations of Islamic Economic Law

Islamic economic law is a normative system that regulates economic behavior in accordance
with Islamic legal and ethical principles. It is derived from the Qur’an, the Sunnah of the Prophet
Muhammad, scholarly consensus, and analogical reasoning. Unlike conventional economic
systems that often prioritize efficiency and capital accumulation, Islamic economic law
emphasizes moral responsibility, social justice, and balanced wealth distribution. Economic
activities in Islam are regarded as an integral part of worship, requiring adherence to ethical
standards. Wealth is viewed as a trust that must be managed responsibly and circulated fairly
within society. Islamic legal scholars emphasize that economic transactions should promote
mutual benefit and prevent harm, ensuring that no party gains unfair advantage over another.
This foundational view shapes the Islamic evaluation of modern financial instruments, including
banking products such as time deposits.

2.2 The Concept of Riba in Islamic Economic Thought

Riba occupies a central position in discussions of Islamic economic law due to its explicit
prohibition in Islamic legal sources. In Islamic jurisprudence, riba refers to unjustified additions
in financial exchanges that occur without legitimate trade, effort, or risk. The prohibition of riba
is grounded in the principle of fairness and the prevention of economic exploitation. Islamic
scholars argue that riba distorts economic relationships by separating profit from productive
activity. When financial gain is guaranteed regardless of outcome, economic transactions
become unbalanced. This condition contradicts the Islamic legal principle that profit must be
accompanied by responsibility and potential loss. Consequently, financial instruments that
generate predetermined returns are critically examined within Islamic economic discourse.

2.3 Risk-Sharing as a Core Principle of Islamic Finance

One of the defining characteristics of Islamic finance is the principle of risk-sharing. Islamic
economic law maintains that financial rewards should correspond to the level of risk borne by
the contracting parties. This principle is reflected in various classical contracts, such as
mudharabah and musyarakah, where profit and loss are shared according to agreed terms. Risk-
sharing promotes economic justice by ensuring that all parties involved in a transaction are
exposed to the consequences of economic uncertainty. Islamic legal theory views risk not as a
negative element to be eliminated, but as a natural aspect of economic life that fosters
accountability and cooperation. Financial arrangements that transfer all risk to one party while
guaranteeing benefits to another are therefore considered inconsistent with Islamic economic
ethics.

In conventional banking systems, term deposits are structured as fixed-term placements that
provide predetermined returns to depositors. From a legal standpoint, this arrangement positions
the depositor as a creditor and the bank as a debtor. The return received by the depositor is not
linked to the actual performance of the bank’s investment activities. Islamic economic scholars
critique this structure because it allows income generation without exposure to business risk.
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Such arrangements are viewed as passive wealth accumulation mechanisms that prioritize
certainty over fairness. The absence of risk-sharing and the certainty of return raise significant
concerns regarding compliance with Islamic economic law. Islamic legal analysis emphasizes
that lawful profit must originate from trade, investment, or partnership. When returns are fixed in
advance and insulated from loss, the transaction departs from the ethical framework established
by Islamic jurisprudence. As a result, many Islamic scholars classify conventional time deposits
as incompatible with Islamic economic principles. In response to the limitations of conventional
term deposits, Islamic banking institutions have developed alternative deposit structures
grounded in Islamic contracts. Investment deposits based on mudharabah are commonly
proposed as Sharia-compliant substitutes. In this arrangement, depositors provide capital while
banks manage the funds, and profits are shared according to agreed ratios.

2.4 Sharia-Compliant Alternatives to Term Deposits

From an Islamic legal perspective, mudharabah deposits are considered more acceptable
because they embody risk-sharing and link returns to actual economic performance. However,
scholars caution that the practical implementation of such contracts must reflect genuine risk
participation rather than merely replicating conventional banking practices under Islamic
terminology. Islamic economic law extends beyond legal compliance to encompass ethical and
social considerations. Financial instruments are expected to contribute to social welfare,
economic balance, and community development. Deposit mechanisms that encourage hoarding
or passive income generation without productive contribution are viewed critically within
Islamic economic discourse.

The ethical orientation of Islamic economics calls for financial systems that promote
circulation of wealth and support real economic activities. Deposits, therefore, should function as
tools for investment and development rather than instruments of guaranteed gain. This ethical
lens further strengthens the critique of conventional time deposits within Islamic economic law.
The reviewed literature demonstrates that Islamic economic law evaluates term deposits through
a comprehensive framework encompassing legal, ethical, and social dimensions. The prohibition
of riba, the emphasis on risk-sharing, and the pursuit of economic justice form the core criteria
for assessment. While conventional term deposits conflict with these principles, Islamic
alternatives offer potential solutions when implemented with integrity and transparency.

2.5 Ethical and Social Dimensions of Deposits in Islamic Economics

Islamic legal theory maintains that profits cannot be lawfully generated from contracts
whose primary objective is capital preservation without exposure to commercial risk. Therefore,
when term deposits function as loans that yield guaranteed returns, they are viewed as
inconsistent with the principles governing lawful earnings in Islamic jurisprudence. This legal
classification reinforces the scholarly critique of conventional time deposits within Islamic
economic law. Scholarly discussions on Islamic banking frequently highlight the gap between
normative Islamic legal principles and institutional practices. While Islamic financial institutions
aim to provide Sharia-compliant alternatives to conventional deposits, concerns remain regarding
the extent to which these products embody genuine risk-sharing. Some scholars argue that the
replication of conventional financial structures under Islamic labels may undermine the ethical
foundation of Islamic finance.

Sharia governance mechanisms are therefore considered essential in ensuring compliance
with Islamic economic law. Effective supervision by Sharia boards, transparent contractual
arrangements, and clear disclosure of risks are necessary to maintain the integrity of Islamic
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deposit products. The literature emphasizes that without strong governance, even theoretically
permissible contracts may fail to achieve their intended legal and ethical objectives.

Method
3.1 Data Collection

This study employs a qualitative research design grounded in a normative—juridical
approach. The primary objective of this methodology is to examine term deposits through the
lens of Islamic economic law by analyzing legal norms, ethical principles, and theoretical
frameworks derived from Islamic jurisprudence. A qualitative approach is particularly
appropriate for this study because the research focuses on legal interpretation, conceptual
analysis, and normative evaluation rather than empirical measurement. The normative juridical
approach is used to assess the compatibility of term deposits instruments with Islamic economic
law. This approach emphasizes the examination of legal texts, doctrinal interpretations, and
scholarly opinions related to figh muamalah. The analysis is centered on understanding how
Islamic legal principles regulate financial contracts and how these principles are applied to
modern banking practices. By employing this approach, the study seeks to identify normative
standards that determine whether time deposits align with or contradict Islamic legal
requirements.

3.2 Analytical Framework

Data for this research are collected through comprehensive library research. The primary
sources include the Qur’an and the Sunnah, which serve as the foundational references for
Islamic economic law. Secondary sources consist of classical figh literature, contemporary
scholarly writings on Islamic finance, peer-reviewed academic journals, and authoritative legal
opinions issued by Islamic scholars and institutions. This extensive literature base enables a
thorough exploration of both classical doctrines and modern interpretations related to deposit
instruments. The data analysis process follows a descriptive—analytical method. Relevant legal
concepts such as riba, risk-sharing, contractual classification, and maqasid al-shariah are first
identified and described based on the literature. These concepts are then systematically applied
to the structure and characteristics of time deposits. Through this analytical process, the study
compares conventional term deposits with Sharia-compliant deposit models to highlight
fundamental differences in legal reasoning and ethical implications.

To ensure analytical rigor, this study adopts a comparative framework that contrasts
conventional banking practices with Islamic financial principles. This comparison is not
intended to assess institutional performance but to evaluate legal consistency. By juxtaposing
different contractual models, the research clarifies how variations in risk allocation, profit
determination, and contractual intent affect the legal status of deposit instruments under
Islamic economic law. The validity of the analysis is supported through triangulation of
sources. Interpretations drawn from classical jurisprudence are cross-examined with
contemporary scholarly discussions to ensure consistency and relevance. This process helps
minimize subjective bias and strengthens the credibility of the legal analysis. Overall, this
methodological framework enables a comprehensive and systematic examination of term
deposits from the perspective of Islamic economic law. By focusing on normative principles
and legal reasoning, the study provides a solid foundation for understanding the legal and
ethical dimensions of deposit instruments within Islamic finance.
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Result and Discusion
Result
4.1 Legal Evaluation of Conventional Time Deposits

The analysis indicates that term deposits in conventional banking are legally structured as
fixed-term placements that guarantee predetermined returns to depositors. From the perspective
of Islamic economic law, this structure positions the depositor as a creditor and the bank as a
debtor. The relationship is based on a loan-like contract in which the depositor transfers funds
with the expectation of receiving the principal along with an additional benefit at maturity.
Islamic jurisprudence evaluates such arrangements not merely based on contractual form but on
their substantive legal consequences. The certainty of return inherent in conventional term
deposits suggests a separation between profit and productive activity. This condition contradicts
the Islamic legal principle that lawful gain must arise from effort, risk, or participation in
economic activity. Consequently, the legal nature of conventional term deposits raises significant
concerns regarding their permissibility under Islamic economic law.

A central finding of this study is that conventional term deposits closely align with the
characteristics of riba as defined in Islamic jurisprudence. The predetermined return provided to
depositors represents an addition to the principal that is not linked to actual economic
performance. This mechanism reflects a core feature of riba, where financial gain is derived
solely from the passage of time rather than from trade or investment. Islamic economic law
views riba as inherently unjust because it allows one party to benefit without bearing
corresponding risk. The analysis demonstrates that term deposits institutionalize this imbalance
by ensuring depositor gains regardless of the bank’s financial outcomes. Such arrangements
conflict with the ethical foundations of Islamic economics, which seek to eliminate exploitative
practices and promote equitable economic relationships.

The results further reveal that risk allocation in conventional term deposits is fundamentally
asymmetric. Depositors are insulated from loss, while banks assume full responsibility for
managing the funds. From an Islamic legal perspective, this asymmetry undermines the principle
of shared responsibility in economic transactions. Islamic economic law emphasizes that risk is
an essential component of lawful profit. When risk is removed from one party entirely, the moral
justification for profit is weakened. The absence of risk-sharing in time deposits encourages
passive income generation and reduces incentives for productive engagement. This finding
reinforces scholarly critiques that view conventional term deposits as incompatible with the
ethical orientation of Islamic finance.

In contrast to conventional time deposits, Sharia-compliant deposit models are designed to
align financial returns with actual economic performance. Investment deposits based on
mudharabah principles exemplify this approach by establishing a partnership between capital
providers and fund managers. Profits are shared according to agreed ratios, while losses are
borne by capital providers unless misconduct occurs. The analysis highlights that such models
better reflect Islamic economic principles by integrating risk-sharing and transparency. However,
the discussion also reveals that practical implementation remains a critical issue. When Islamic
banks prioritize return stability over genuine risk participation, the distinction between
conventional and Islamic deposits becomes blurred. This finding underscores the importance of
aligning institutional practices with normative Islamic legal principles.

4.2 Economic and Ethical Implications

Beyond legal considerations, the discussion addresses the ethical implications of term
deposits within Islamic economic law. Financial instruments are expected to contribute to social
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welfare and economic balance. Term deposits that promote guaranteed returns may encourage
wealth concentration and discourage active economic participation. Islamic economic thought
advocates for financial mechanisms that facilitate circulation of wealth and support productive
sectors. Deposit practices that prioritize capital preservation without social contribution conflict
with this ethical vision. The findings suggest that deposit instruments should be evaluated not
only on legal permissibility but also on their broader socio-economic impact.

The objectives of Islamic economic law, often articulated through the concept of maqasid al-
shariah, provide a comprehensive framework for assessing financial instruments. These
objectives emphasize justice, transparency, and societal well-being. The analysis indicates that
conventional term deposits fall short of fulfilling these objectives due to their reliance on
interest-based returns and risk-free income. Sharia-compliant deposit alternatives have the
potential to better support the objectives of Islamic economic law when implemented
authentically. By linking financial returns to real economic activities, such instruments
contribute to sustainable economic development and social justice. This discussion highlights the
need for continuous evaluation and reform within Islamic finance to ensure alignment with
Islamic legal objectives.

The findings of this study contribute to broader discussions in contemporary Islamic finance
regarding the balance between financial stability and Sharia compliance. While term deposits
offer predictability and security within conventional banking, Islamic economic law prioritizes
ethical integrity over certainty of return. The discussion suggests that the future of Islamic
finance depends on the ability of institutions to uphold substantive compliance rather than
formalistic adaptation. Strengthening Sharia governance, enhancing transparency, and fostering a
culture of ethical accountability are essential steps toward achieving this goal.

Discussion

This study demonstrate that term deposits in conventional banking systems are
predominantly structured as fixed-term financial arrangements that guarantee returns to
depositors. From the standpoint of Islamic economic law, this structure establishes a creditor—
debtor relationship rather than an investment partnership. The legal implication of this
arrangement is that depositors are entitled to receive additional benefits over their principal
without participating in the risks associated with the use of funds. This contractual nature
fundamentally influences the Islamic legal assessment of term deposits, as it determines whether
the resulting gains can be classified as lawful profit or prohibited income. The findings reveal
that the mechanism of return in conventional term deposits is determined independently of actual
economic performance. The certainty of return disconnects financial gain from productive
activity and risk exposure. Islamic economic law emphasizes that income legitimacy is closely
tied to the presence of effort, liability, or uncertainty. When these elements are absent, the
resulting income is viewed as legally and ethically problematic. As a result, conventional term
deposits are identified as inconsistent with core Islamic legal principles governing fair exchange
and equitable economic relation.

Conclusion

The analysis demonstrates that conventional term deposits are fundamentally inconsistent with
Islamic economic law due to their reliance on predetermined returns and the absence of genuine
risk-sharing. The creditor—debtor relationship embedded in these deposits allows income
generation without productive participation or exposure to uncertainty. Such arrangements
conflict with core Islamic legal principles that require profits to be earned through lawful trade,
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partnership, or investment. As a result, conventional term deposits cannot be reconciled with the
normative foundations of Islamic economic law, particularly the prohibition of riba and the
emphasis on equitable exchange. This study also highlights that Islamic economic law does not
reject the concept of deposits or financial intermediation itself. Rather, it offers an alternative
vision grounded in ethical finance and shared responsibility. Sharia-compliant deposit structures,
particularly those based on investment-oriented contracts, reflect this vision by linking financial
returns to actual economic performance. These models embody the Islamic legal principle that
profit must be accompanied by risk and accountability. However, the study underscores that
formal compliance alone is insufficient. The integrity of Islamic financial instruments depends
on their substantive implementation and the extent to which they genuinely reflect Islamic legal
and ethical values.

From a broader perspective, the discussion emphasizes the importance of aligning financial
practices with the higher objectives of Islamic economic law. These objectives include the
promotion of social welfare, the prevention of economic exploitation, and the circulation of
wealth within society. Deposit instruments that prioritize guaranteed income over productive
contribution risk undermining these objectives. Therefore, Islamic financial institutions are
encouraged to continually evaluate and refine their deposit products to ensure consistency with
both the letter and the spirit of Islamic law. This study contributes to the ongoing discourse on
Islamic finance by offering a normative assessment of term deposits within Islamic economic
law. It reinforces the need for a principled approach to financial innovation that balances
economic practicality with ethical integrity. Future research may further explore how Islamic
deposit instruments can be designed and governed to enhance social justice and sustainable
economic development in accordance with Islamic legal principles.

In addition, the dynamics of modern banking practice necessitate robust governance and
oversight to ensure that Sharia principles are not reduced to mere contractual formalities.
Regulation, fatwas, and Sharia supervisory mechanisms play a crucial role in ensuring that
Sharia-compliant deposit structures do not deviate from their foundational objectives.
Transparency in fund management, clarity in risk-sharing arrangements, and full disclosure to
depositors are essential elements in maintaining public trust and preventing practices that
substantively resemble conventional instruments. Accordingly, the success of Sharia-compliant
deposit systems depends not only on contractual design but also on institutional integrity and the
ethical commitment of financial actors.

Furthermore, the development of Sharia-compliant deposit instruments must take into account
broader social and economic contexts, including the goals of financial inclusion and real-sector
empowerment. Properly designed instruments have the potential to serve as effective channels
for mobilizing funds to support productive activities, particularly small and medium-sized
enterprises, thereby contributing to a more equitable distribution of wealth. In this framework,
Sharia-compliant deposits function not merely as financial products but as instruments of
development aligned with the Islamic objective of social justice.
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