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Saudi Economic Association 22nd
Annual Scientific Conference
“The Economic Impacts of Contemporary Transitions:

Prospects and Aspirations”
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Natural resources and food security
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An Islamic Perspective on

Digital Currencies

Prof. Mehboob Ul Hassan

Islamic Banking Center, Economics Department

King Saud University

Starting from the barter system to the emergence of
currency banknotes, the notion of money and the payment
system has been evolving parallel to history of humanity itself.
The idea of crypto currency through blockchain projected by
Satoshi Nakamoto in October 2008, brought a revolutionary
form of evolution in the world of money and payment system.
The birth of blockchain technology gave rise to an innovative,
decentralized peer to peer payment system called Digital
Currency. Since then, the popularity of such currency has got
momentous popularity and acceptability for trading and
payments over the internet.

Digital currencies are famous for transparent and secured
digital payments. Nowadays, there are more than 8955 types
of digital currencies and total market capitalisation of more
than 2.6% trillion. With the dominance of Bitcoin, some of the
popular digital currencies are Ethereum, Tether, BNB and
Litecoin. Since their birth, digital currencies are popular and
accepted in a growing number of online and offline payments
at the stores and markets. Other users of digital currencies
benefit from it by taking advantage of the price fluctuations.

Meanwhile, with all the excitements and popularity in
acceptance for payments, the essence of digital currencies is
still obscure from scholarly perspective. Is Digital Currency a
commodity? Or a money, Or nothing at all. The digital
currencies, which also known as virtual currencies, have several
features; exist only in digital forms, traded and accepted as
medium of exchange and unit of account, and decentralized
quantity supply. In addition, digital currencies have distributed
control, therefore, has no central point of failure. The digital
currencies are not attached to fiat currencies, which means
that they do not have their own intrinsic values. Due to these
features, digital currencies have no legal tender status in any
jurisdiction; though few countries have recognized digital
currencies, mainly for the taxation purposes.

From Islamic “Shariah” perspective, wealth is anything or
commodity that is recognized as beneficial, identifiable,
transferable, and can be owned. Thus, the popular forms of
wealth can be classified as: commmodity, money, and financial
asset. The question is whether digital currencies qualify as
commodity from Islamic perspectives? Being a commodity is
one of the fundamental features of money in conventional, as
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well as in Islamic economic system. The other fundamental
features of commmodities are: the intrinsic value (wealth) lays
in that commodity that can be benefitted from; must be
recognized by people as valuable; identifiable; transferable;
and can be owned.

If we look into the features of digital currencies, one can
identify those digital currencies fulfill the conditions of valuable,
as people and institutions recognize digital currencies as
financial asset. It also fulfills the other conditions such as
identifiable, transferable, along with the ownership. However,
when it comes to the intrinsic value, the digital currencies fail
to fulfill this condition to be recognized as commodity. From
Islamic, as well as conventional, perspective, money must fulfill
the conditions of: legal status (acceptable) under a specific
jurisdiction, unit of account, medium of exchange, and store of
value. As discussed earlier, digital currencies fulfill all the
conditions of money under Islamic or conventional economic
system, except the legal status. Digital currencies have (so far)
no legal status in any jurisdiction of the world.

The conventional system defines financial assets as the
resources over which ownership rights are enforced and from
which future economic benefits may flow to the owner.
Therefore, a financial asset can be a cash (liquid) asset that
gets its value from a contractual right or ownership claim of
another entity. From integral
requirement,afinancial asset must be backed by an underlying

Islamic perspective, as an

asset; the linkage of financial sector with real economy. In
addition to this, the entity from which the financial asset is
acquired, must perform its operations in “Shariah” compliant
activities. The digital currencies fulfill the features of contractual
rights and exchange as described in the conventional system.
However, it fails to comply the Shariah requirements of backed
by underlying asset and Shariah compliant investment
activities. Therefore, it is difficult to accept digital currencies as
financial assets from Islamic Perspective.

In conclusion, the above analysis reveals that digital
currencies do not qualify all the features of commodity,
money, and a financial asset. In addition, the lack of regulatory
control, the absence of transparency, speculation and high
risks add further difficulties for the acceptability of digital
currencies from Islamic perspective.
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Abstracts from the Journal of Economic Studies
Vol. 16, Issue 1 (June 2024)

The «Journal of Economic Studies» is a (periodical - scientific — Refereed) publication that is issued biannually by the Saudi

Economic Association, since 1998. The Journal is concerned with publishing research and scientific reviews that have not been

previously published, covering variety of economic topics and issues. The Journal of Economic Studies applies the Open Journal

System (OJS), which is an open-source platform for managing and publishing academic journals online. It was developed by the

Public Knowledge Project (PKP) to facilitate the management and electronic publication of scientific content. The latest issue of

ESJ (June. 2024) included the following items:

Papers in Arabic

The Impact Applying Electronic
Governance in Enhancing Transparency
and Disclosure in Islamic banks
in Saudi Arabia:

A Case Study of Al Bilad Bank
Manar T. Batayneh

Abstract: This study aimed to show the impact of the
application of electronic governance in enhancing
transparency and disclosure in Saudi Islamic banks through a
case study of Bank Albilad, the researcher used the descriptive
analytical approach, where a questionnaire was designed and
distributed to (351) employees of the bank, and the study
found a statistically significant impact of the dimensions of
electronic governance on enhancing transparency and
disclosure, The results of multiple linear regression analysis
showed that the dimensions of e-governance (discipline,
justice, accountability, responsibility, and independence)
have a positive impact on transparency and disclosure in
Saudi Islamic banks, and the results showed that the
accountability dimension is the most influential dimension
on transparency and disclosure, followed by justice,
independence, responsibility, and discipline respectively. The
study recommended the need for Saudi Islamic banks to
enhance transparency and disclosure by adopting a strategy
aimed at increasing the effectiveness and application of

e-governance.
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The Impact of the Digital Economy
on Economic Activity

Dima N. Al-Majali and
Ahmad A. Al-Majali

Abstract: This study aimed to review the level of the digital
economy in Arab countries, analyze the trends of indicators
related to the digital economy, and estimate its impact on
real Gross Domestic Product (GDP) in Arab countries from
2012 to 2022. The analysis was based on Panel Data. Two
models were constructed in this study. In the first model, a
Composite Benchmark Index was developed, which

aggregated a set of individual indicators measuring
performance across various domains in the digital economy.
The impact of this index on economic activity in Arab
countries was estimated. The second model relied on the
Arab Digital Economy Index issued by the Arab Union for
Digital Economy to measure the impact of the digital
economy on economic activity in Arab countries. The results
showed a positive and significant relationship between the
(GDP)

Benchmark Index of the digital economy. An increase of one

Gross Domestic Product and the Composite
percentage point in the composite digital economy index
led to a growth of 0.41 percentage pointsin GDP. also showed
that a one percentage point increase in the Arab Digital
Economy Index led to an economic growth increase of 0.12

percentage points.
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Papers in English

Explore the Effect of Strategy Contents on
Firm’s Innovation Performance: Modeling
Using PLS-SEM Approach

Anas Hakeem, Emran Hakeem
and Mohammed Hakeem

Abstract: This study explores the
the

impact of strategic

performance measures on connection between
organizational content types and innovation performance.
Utilizing survey responses from 216 Saudi Arabian companies,
structural equation modeling was applied. Findings reveal that
a proactive strategy negatively affects process innovation but
positively influences product innovation, while a defensive
strategy shows a similar pattern. Conversely, a reactive strategy
positively impacts both process and product innovation.
Embracing proactive, defensive, or reactive approaches
positively influences efficiency and effectiveness. However,
efficiency negatively impacts innovation, while effectiveness
has a positive effect. The study suggests that adopting diverse
strategy content types provides a competitive edge, reflected
in strategic performance measures. It acknowledges potential
benefits and challenges, contributing empirical evidence to
the understanding of the relationships between strategy
content, performance metrics, and innovation in Saudi Arabian

companies.

Revisiting the interest rate, foreign
exchange rate, and bank stock return

nexus in Saudi Arabia: evidence from the
wavelet approach

Mohammad Sahabuddin and
Mohammad Alsharif

Abstract: This study analyzes the relationship between interest
rates, exchange rates, and the bank stock return in Saudi Arabia.
We use both traditional and novel wavelet analyses to revisit
how these macroeconomic variables interact and influence
each other in short-, mid-, and long-term periods, and during
specific crisis events such as the COVID19- pandemic and the
Ukraine-Russia conflict. The results reveal that all the variables
are significantly related in the long and short term, while the
interaction among the variables differs over time and frequency
domains. In particular, interest rates displayed high volatility
during COVID19-, while exchange rates and the banking index
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showed lower volatility. In addition, interest and exchange rates
demonstrated a positive correlation and increased volatility
from 2018 to 2020, with the return of the banking index taking
a leading position during the COVID19- pandemic. Overall, this
study highlights the risks and opportunities for Saudi Arabiars
distinctive dual banking system arising from macroeconomic
fluctuations. Policymakers, regulators, and bankers can utilize
these insights to make informed strategic and operational
decisions regarding their approach to the countryss dynamic

economic environment and distinct banking landscape.

Impact of Stock Market Dynamics on Saudi
Arabia’s Economic Landscape:

A 2000-2022 Analysis

Nagwa A. Abdelkawy

Abstract: This study investigates the nexus between Stock
Market Dynamics and economic health in Saudi Arabia from
2000 to 2022, considering its heavy dependence on oil.
Employing methods like Enhanced Dickey-Fuller, Engle-
Granger,and OLS regression, it aims to elucidate how the stock
market influences economic growth in oil-reliant economies.
Various factors, including the Market Cap index, liquidity ratio,
Human Development Index (HDI), and export volume, were
analysed. Unexpectedly, traditional indicators like market size
and liquidity showed minimal impact on growth, challenging
conventional assumptions about the stock markets role in
economic expansion. These findings offer valuable insights
into Saudi Arabia>s economic dynamics, guiding policy

formulation and investment strategies.

Furthermore, the study highlights the crucial role of
exports, especially from the oil sector, in driving economic
growthinbothshortandlongterms.Policy recommendations
emphasize initiatives to diversify exports and invest in
alternative energy sources to mitigate oil price volatility.
Additionally, while the Human Development Index exhibited
a significant positive effect in the short term, its long-term
impact diminished. This underscores the need for strategies
that promote human development alongside economic
diversification for sustainable growth. As Saudi Arabia
pursues Vision 2030 to reduce oil dependency, strategic
policymaking balancing human development with economic
diversification becomes imperative for long-term stability
and prosperity.
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The Case of The Jordanian
Economy: Testing the Triple
Deficit Hypothesis
Issa F. Alhijazeen ageclloll Soardlldp Wil
Klnﬁ Saudunivexsuy audi :onorr::;c sociation
and Taleb A. Warrad

Abstract: Jordan faces a chronic deterioration

in its Budget Balance (BB), Current Account

Balance (CAB), and Private Saving-Investment joumal 0[ Economic smmes

Gap (PSGAP). This poses a significant threat
to economic stability, growth, employment, (Periodical - Scientific - Refereed)
and future generations in Jordan. This study
assesses the Triple Deficit Hypothesis (TDH)

Published by Saudi Economic Association
validity in Jordanian economy, an extension

of the twin deficit hypothesis incorporating King Saud University
the saving-investment gap. By using annual
time series data from 1980 to 2022, Granger
Causality has been conducted, indicating

that the TDH is not valid for Jordan, as the test

results show one-way causality from BB to
CAB, another from PSGAP to CAB, and a two-

Volume 16, Issue No. 1

June 2024 AD, Dhulhijah, 1445H
way causality between BB and PSGAP. In

addition, the study Employed the Fully

Modified Ordinary Least Squares (FMOLS)

method, which identifies a statistically esj@ksu.edu.sa
significant positive relationship between CAB http:/fesj.ksu.edu sa
and BB, supporting the twin deficit hypothesis E-ISSN

in Jordan. Furthermore, a statistically positive i 1658 —9998
relationship between CAB and PSCAP is
found. Two dummy variables were combined,
(DI) for the IMF-supported programs and (D2)
for pegging the dinar exchange rate to the US
dollar to measure the impact of each on the BOOk ReVieW (i N Al’a biC)
current account. Results indicate a positive

but statistically insignificant effect of the
“In Progress: Confusions and Paths”

authored by Dr. Mahmoud Mohieldin

IMF's programs, contrasting with a positive
and statistically significant effect attributed
to exchange rate pegging. Reviewed by Dr. Sayed Attia
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