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ABSTRACT

This study aims to undertake a jurisprudential and legal analysis of the profits derived from transactions in the stock exchange
market and to delineate the legal and religious boundaries governing them. Participation in the stock exchange market as a
profit-generating platform has consistently attracted the attention of shareholders. In fact, the capital market serves as a space
for generating returns, and the participation of shareholders in this market is primarily motivated by the pursuit of profit. This
issue has prompted Islamic jurists and legal scholars to examine the capital market and the profit derived from stock market
participation from both jurisprudential and legal perspectives. From the standpoint of Islamic jurists, there are two opposing
views regarding access to the capital market and profit-sharing therein. Opponents consider profit from the stock market to be
akl mal al-batil (illegitimate gain) due to the lack of tangible effort involved, with some scholars declaring such profits as religiously
impermissible. On the other hand, proponents argue that access to such profits is legitimate based on the jurisprudential principle
of bay’ ma lam yugbad (sale of unreceived property), emphasizing its permissibility. From a legal perspective, jurists regard
access to these profits through brokerage services as permissible and consider it a legitimate form of economic activity.
Transactions in the stock exchange are categorized as commercial transactions, for which the traditional regulations of civil law
fail to provide adequate legal solutions. These transactions are exclusively executed through brokers, who act as representatives
of the parties and facilitate transactions on their behalf. Stock exchange transactions are governed by fundamental principles,
including the principle of competition, the principle of information transparency, the prohibition of insider trading, and the principle
of regulatory oversight. The distinctive features of stock exchange transactions and markets have rendered general rules of civil
law and other existing regulations insufficient for regulating such transactions. In other words, the significant differences between
stock exchange transactions and conventional contracts necessitate the establishment of specific rules and principles to govern
the former. Securities trading in the over-the-counter (OTC) market is classified as a formal and binding contract. However, the
application of contract termination options (khiar) in these transactions has been subject to debate due to the unique execution
and settlement procedures of securities compared to traditional transactions. Risk-hedging methods are mainly implemented
either through specific transactions or through proper capital management. Simultaneously, the overarching presence of
jurisprudential and legal considerations in the capital market underscores the necessity of closely examining the nature of these
contracts.
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EXTENDED ABSTRACT

In contemporary economic systems, capital
markets have emerged as a pivotal mechanism
for financial mobilization, facilitating the
efficient reallocation of savings into
productive investments. These markets act as
intermediaries connecting surplus units—
those who save and lend—and deficit units—
those who borrow and invest. The significance
of this intermediation is particularly
pronounced in developing economies, where
capital scarcity remains a major barrier to
industrial and commercial growth. The
jurisprudential and legal analysis of stock
market profits in Islamic contexts, especially
in Iran, is crucial due to the dual imperatives
of adhering to Islamic law while fostering
economic participation through modern
financial tools. Jurists and scholars have long
debated the legitimacy of profits derived from
stock transactions, with some regarding them
as legitimate partnerships in commercial
activities, while others consider them illicit on
the grounds of gharar (excessive uncertainty)
and akl mal al-batil (unjust enrichment)
(Mousavian, 2013; Taskhiri, 2016). In this
context, establishing a coherent legal and
religious framework is imperative to clarify the
nature of capital gains in such transactions
and distinguish  between  permissible
investment and prohibited speculation.
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From the jurisprudential perspective, two
primary principles emerge in assessing the
permissibility of stock market participation:
the principle of "awfu bil- uqud" (fulfillment of
contracts) and the principle of "la ta’kula
amwalakum baynakum bil-batil" (prohibition
of illegitimate gains). These principles form
the scriptural and interpretive foundation for
Islamic financial law. The first affirms the
validity and enforceability of binding
agreements, which includes standard trading
contracts in capital markets, provided that
they are entered into with mutual consent and
transparency. The second emphasizes the
ethical boundaries of commercial activity,
warning against speculative or deceptive
practices. Consequently, the legitimacy of
stock profits hinges on the clarity of contract
terms, the real ownership of underlying assets,
and the absence of manipulative conditions
(Mousavian, 2013; Saleh Abadi, 2003).
Derivatives and modern financial instruments
must also adhere to these norms to avoid
classification as gharar-based contracts, which
could invalidate them under Islamic law.

Simultaneously, the operational and
contractual structures governing capital
markets present complex legal questions.
Stock exchange transactions often diverge
significantly from conventional civil contracts,
particularly in their reliance on intermediaries
such as brokers and automated trading
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systems. These transactions are executed
under principles of market competition,
transparency, prohibition of insider trading,
and regulatory oversight, distinguishing them
from classical bilateral agreements. Despite
the technological and procedural advances of
capital markets, legal scholars argue that their
foundational characteristics can still be
reconciled with Islamic jurisprudence,
provided that proper modifications are
implemented to account for the differences in
execution and settlement mechanisms
(Mohaghegh Damad, 1984; Mousavi Bojnordi &
Shirazi, 2010). A major aspect of this
reconciliation involves recognizing the
legitimacy of brokerage and agency
relationships, wherein brokers act as legally
authorized agents conducting transactions on
behalf of investors. Under Islamic law, agency
contracts (wakala) are recognized as long as
they are based on informed consent and do not
violate religious principles of fair dealing and
equitable risk distribution.

Another key component of the jurisprudential-
legal analysis of capital market profits is the
role of risk and uncertainty. Modern financial
systems inherently involve degrees of risk,
which, when aligned with productive
investment and shared liability, are not only
acceptable in Islamic law but also encouraged.
Islamic finance emphasizes that profit must be
accompanied by risk, and any arrangement
guaranteeing returns without exposure to
potential loss constitutes riba (usury), which is
strictly prohibited (Mo'men Qomi, 19909;
Vahdati Shabiri, 2000). Thus, investment in
stocks or sukuk (Islamic bonds) is permissible
when it entails genuine risk-sharing between
the investor and the enterprise. For example,
shareholders are considered partners in a
business venture, entitling them to a share in
profits as well as exposing them to potential
losses. This partnership model underpins the
permissibility of stock trading in Islamic
markets, as long as the activity does not

involve excessive speculation or unbacked
risk.

The concept of gharar remains central to
debates about the validity of stock market
instruments, particularly derivatives such as
options and futures. Islamic scholars
distinguish between tolerable and intolerable
forms of uncertainty. Transactions involving
unavoidable or minimal uncertainty, such as
price fluctuations, are generally permissible.
However, contracts that obscure essential
terms, involve hidden conditions, or present
asymmetrical information are often deemed
invalid due to their gharar nature. Scholars
emphasize that legitimate risk must be clearly
understood, openly declared, and voluntarily
accepted by all parties involved. This is
especially relevant in assessing derivatives
contracts, which may contain speculative
elements that raise questions about their
compatibility with Islamic finance principles.
Yet, many modern scholars argue that with
adequate standardization, transparency, and
risk mitigation measures, even such
instruments can be accommodated within a
Sharia-compliant framework (Misbahi
Moghadam & Ismail Rostamzadeh, 2018; Pir
Hadji, 2017; Soltani Ramazani, 2006).
Ultimately, the dynamic interplay between
risk, profit, and jurisprudence in Islamic
capital markets reveals the necessity for a
flexible, yet principled, legal approach. Risk,
understood not merely as a financial hazard
but as an integral part of value creation, is
acknowledged and even encouraged within
Islamic jurisprudence when linked to
productive activity. Several conditions,
including the inevitability of risk, its
transparency, and its role in wealth creation,
are identified as prerequisites for its
acceptability. Furthermore, scholars stress
that risk must not be engineered or
manipulated for speculative gain, and that it
should be accompanied by appropriate
measures of due diligence, information



sharing, and equitable participation
(Nazarpour et al., 2011; Soleimani, 2010). When
these criteria are met, risk becomes an
accepted aspect of economic behavior rather
than a forbidden uncertainty. This perspective
allows for a jurisprudential opening for diverse
capital market instruments, provided they
adhere to ethical and legal principles rooted in
Islamic teachings.

In conclusion, the jurisprudential and legal
study of profits derived from stock market
participation in Iran highlights a nuanced and
evolving relationship between traditional
Islamic norms and contemporary financial
practices. By engaging deeply with
foundational Islamic principles and adapting
them to the unique features of capital markets,
scholars have provided pathways for
legitimizing various forms of investment and
risk-taking. The analysis underscores that
while Islamic law upholds strict prohibitions
against usury and unjust enrichment, it also
provides a robust framework for equitable
financial participation grounded in risk-
sharing, mutual consent, and contractual
clarity. The ongoing refinement of these
frameworks is essential for aligning religious
values with the demands of modern economic
development.
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