	Inah

	Definition & Nature
	Linguistically means contracting a loan but referred to as meaning to purchase on credit
Mentioned in hadith
“When you trade on Inah and take hold of the tails of cows and become contented with farming and leaving jihad, Allah will impose on you (such) ignominy that he would not remove until you return to your religion.” (Abdullah Ibn Umar ra)
A general meaning derived from all jurists is “a sale of a commodity on credit and repurchasing it for a lessor amount in cash”

	**Hanafi Jurists
	They do not specify to whom the commodity is sold to in the second sale (Inah/Tawarruq)

	**Maliki Jurists
	Have two definitions
1. Same as above (reworded)
2. A sale where a person places an order for a particular item from a trader who does not have possession at that time. The trader will purchase from elsewhere to supply
Inah as referred to by other jurist, Maliki say it is buyu’ al-ajil or deferred payment sale

	**Hanbali Jurists
	Have two definitions
1. Same as above (reworded)
2. To refer to credit sale (this would be makruh if there is an option to use spot sale). Why?

	**Shafi’e Jurists
	They make it specific to after the delivery of the asset has been achieved.
Can be reverse which is also referred to as Inah by Nawawi

	Types of Inah
	2 main types
1. “I sell the commodity to you on credit for one hundred and twenty, so that I will purchase it back from you for one hundred” – All jurists declare this to be invalid
2. The item is sold on deferred credit sale, then after delivery is repurchased at a lower price in cash without any stipulation in the contracts (independent) – Shafi'e declare it to be makruh where to other jurists it is invalid**

	Reverse Inah
	Only difference is that the cash spot sale precedes the differed credit sale in which the roles of the parties is reversed. If it is carried out in the manners stated above then the same verdicts are given except some Hanbali jurists declare it only invalid if the parties organize the sale and repurchase

	Legitimacy
	Referring to only the second type of Inah sale (including all condition of sale have been met)

	**Hanafi Jurists
	If the two prices are related to ribawi items such as gold and gold then it is impermissible
If it is not then the repurchase price may be higher or lower
If the prices are based on gold and silver then it is impermissible based on istihsan

	**Maliki Jurists
	It falls under buyu’ al-ajil (deferred payment sale)
Analyzed the different combinations of prices and times (9 combinations)
2 of the differing opinions are in
1. Where the price of the repurchase is lower and in cash
2. Where the price of the repurchase is higher and deferred
Imam Malik and other Medinite jurists regard these as invalid (leads to riba)
The other 7 combinations are permissible because they do not have this suspicion

	**Hanbali Jurists
	a) If the second price is lower than in the first sale then invalid (leads to riba)
b) However, If the price is equal or higher then permissible
c) If there is any diminishing of the commodity/asset then a lower price is permissible
d) First sale through asset & commodity and second sale is cash then permissible as riba is not applied between money & commodities
e) First sale on cash and second different currency permissible although unlawful to Imam Abu Hanifah based on istihsan

	**Shafi’e Jurists
	When a person sells a commodity on cash or credit and hands over possession, and the parties separate with mutual pleasure, it is permissible (but makruh) to repurchase for a price equal, higher or lower than the former price, of the same currency as before or different, paying cash or credit, after receiving payment or before
Practiced by Ibn Umar and Zayd Ibn Arqam as well as the majority of tabi’un
Some say the intention does not invalidate unless explicit in the contract
Some say the one known to practice Inah then the second sale is condition for the first (custom) and therefore Invalid

	Denouncers of Inah
	Majority of Muslim jurists have disapproved that it can involve riba through misuse
Included are:
Ibn Abbas, ‘Aishah, Al-Hasan, Ibn Sirin, Al-Sha’bi, Al-Nakha’i, Rabi’ah, ‘Abd al Aziz Ibn Abi Salamah, Al-Thawri, Al-Awza’i, Ishaq, Imam Malik, Imam Abu Hanifah and Imam Ahmad
Included also are Ibn Taymiyyah & Ibn Qayyim who strongly denounce Inah in their works
Contemporary scholars and boards include Islamic Fiqh Academy, Islamic Banking Conference, Kuwait Finance House SB & AAOIFI

	Current Proponents
	The second type of Inah has been practiced by the companions (Abu Yusuf)
Practiced by Ibn Umar & Zayd Ibn Arqam. Also included Shafi’e & Zahiri schools & Abu Thawr
BNM & SC count it as a permissible principle in Islamic Banking & Capital Markets

	Arguments Against
	The previous mentioned hadith
“When you trade on Inah and take hold of the tails of cows and become contented with farming and leaving jihad, Allah will impose on you (such) ignominy that he would not remove until you return to your religion.” (Abdullah Ibn Umar ra)
This is understood to mean that the trading of Inah will bring disgrace and humiliation for the Muslims and is therefore impermissible. It would be deemed that Inah is stepping close to leaving the religion as it requires a return to the religion thereafter
Ibn Hajar conceded that there are some weaknesses in the narration
The hadith also indicates that it is more of a worldly action that can distract you from jihad

Hadith reported by Abu Hurairah ra
“One who effects two sales in a single sale should take the lower of the two, or riba”
Some jurists interpret this as Inah as it indicates 2 sales with one person and that the higher price charged in the second sale is riba
Imam Shafi’e forcefully underscored this point

Opponents of Inah also point to an incident involving Ibn Abbas where he referred to Inah as what Allah and His Messenger have prohibited and that Allah cannot be deceived

Other arguments include that because the purpose is an exchange of unequal amounts of money with a commodity acting as a formality, therefore riba

The transaction embodies shubhah or suspicion of riba which is equal to real riba in prohibitions
Maliki jurists say that it is offensive because it can be used for the exchange of money and gold or silver in deferment. Therefore the avenue should be closed
Can only refer if the contracts are tied together

	Arguments in Favour
	No decent textual evidences
Verse permitting trade and prohibiting riba
All elements are allowable contracts of sale with individuality
Imam Shafi’e says that the right to sale to any party and at any price should hold
Legal Maxim – What is Customarily practiced is similar in force to an explicit condition
Thus strong indication of the illegal intention is provided by strong evidence not suspicion
Intention therefore cannot be an argument against

	Considerations
	It is only the Inah which is contractually related that can be deemed impermissible by all schools where as if there is freedom to sell and no indication of intention in the contracts, it brings about juristic differences
The opponents generally have the assumption that there exists an agreement between parties so to facilitate immediate cash for a higher future obligation
Mainly 2 basis for opposition
1. Suspicion of riba and stopping of avenues to riba
2. Transfer of possession between each contract through delivery

	Intention in Inah
	Opponents try to use intention to indicate foul play – Maliki & Hanbali
As long as the other parties are aware of it or have circumstantial evidence
Not allowed to sell back to the same seller

Proponents say cannot unless materialize in contracts or evidence – Shafi’e & Hanafi
Shafi’e say that in the contract it is not stated then it is only makruh
Hanafi say that hiyal is sufficient to decide the permissibility of a contract but in inah say it is the stopping of the avenue leading to riba – this is a necessary precaution

If there is a repurchase
Hanbali & Maliki – Both contracts are invalid
Hanafi – Second contract is invalid
Shafi’e – both valid in all cases unless connection between the two

	Inah as a Financing Mode
	If allowable then it will create ways to practice debt financing the same as conventional
Could be implemented but should not be used in the banking environment due to the need for independent contracts
Example BBA - HADI



