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Islamic economics and 
cancellation of  debt 

interest  

 
By Ezzedine Ghlamallah  
 

If there are a plethora of PhDs in economics, few are able to take care of this ultra-

liquid-dependent financial system, which after over-consuming toxic products - 

that is, unsaleable financial assets on the market has come close to overdosing in 

2008. 

It is always surprising to note that the names of these toxic financial products 

evoke narcotic products. In the world of finance, these products are commonly 

referred to as junk bonds, which are translated as "rotten" bonds, denoting high-

risk speculative bonds in the United States, the rating of which is , according to 

Standard & Poor's, below investment grade, that is, from BB + to D. The term 

“synthetic” securitizations - which legally retain ownership of a portfolio of 

receivables, while transferring the risk to third parties - and it also used. These 

names refer to the first to junkies (addicts) and for the second to synthetic 

derivatives of cocaine. 

The name of the palliative used by the central banks to keep the financial system 

alive also reinforces the analogy: it is treated with boluses "massive liquidity 

injections" through quantitative easing and negative interest rates which being, a 

threat to financial stability. 

Despite this, the central banks are unable to restore the vitality of the system and 

the economic slump continues. 

However, we know two major aspects of the life of a drug addict: it is not allowed 

to trust him, in a crisis of lack, he would sell "father and mother" to get a dose, and 

if does not manage to wean itself, it is assured death. 

The only care that can enable him to survive is also known: a detox and the 

adoption of a healthier lifestyle. 

This rehab could result in the abandonment of the interest and the "printing press" 

which inexorably contribute to the increase in the money supply and the decrease 

in its unit value. 

As for the adoption of a healthier lifestyle, it could be achieved by the attachment 

to saving principles, such as those advocated by the Islamic economy, such as the 

absence of unjust enrichment, without providing productive or third-party work, or 

sharing wealth creation and risk among all stakeholders through financing and 

backing the real value-adding economy. 

It took a few centuries before the Islamic civilization reached its peak and its 

contributions to humanity in the field of culture and science were numerous. 

Today, Islamic civilization still has much to offer through the Islamic economy that 
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provides concrete solutions to contemporary economic 

problems including excessive debt. Debt is the cause of 

depressions, which are the consequences of attempts to 

deleverage economic agents, following a violent reversal of a 

beneficial situation linked to the abundance of credit. 

As an example of the excess of indebtedness, we can quote 

the words of the rating agency Standard and Poor's 

indicating that the majority of the countries of sub-Saharan 

Africa noted, could have in the next years, to put their 

income more available to service their debt. The reason is 

the rise in interest rates, and hence the tightening of credit, 

as well as the worsening trade balances linked to the often 

speculative fall in commodity prices and the increase in 

imports. The process resulting in a depreciation of African 

currencies against the major currencies and thus an increase 

in the debt. Ultimately, it will be the African citizens who will 

suffer the consequences, which will result in a reduction in 

infrastructure investment and social spending. 

The official development assistance in 2014 provided by the 

industrialized countries of the North to the 122 countries of 

the Third World amounted to 88 billion dollars whereas the 

same year, they had to transfer to the service of the debt a 

sum superior to the banks of the North which does not allow 

them to get out of the colonial system of export of raw 

materials without transformation. 

By multiplying the debt with the help of credit and 

individualism, capitalism devours all other forms of social ties 

including those based on mutual aid and solidarity. 

Debt is an extremely robust and well-established operating 

system. It is a form of institutionalized injustice that makes 

greedy, selfish, and violent behavior acceptable. 

States, businesses, and households with high debt levels 

around the world must know that, in view of the ancient 

wisdom and scriptural sources of the three monotheistic 

religions, the loans they have made are null and void. 

Only the capital loaned must be repaid; as for the interests, 

they must be purely and simply canceled. 

The foundations and the rise of Islamic finance seriously 

question the current model of debt and offer concrete 

solutions that not only stop it but also refocus funding to the 

real economy to finally free employment and growth. 
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