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Abstract

Usury problem in bank loans will not be addressed as long as transactions are done using a
single currency in paying and repayment of loans. Therefore, this study aims to reveal a
new Sharia-compliant mechanism for dealing with loan contracts. The research adopted the
deductive and historical approach to resolve the research problem. The study found out that
issuing a secondary currency by Islamic banks is a solution that follows Islamic law to
resolve the usury problem in loan transactions. Dealing with loan contracts in particular,
and financial contracts in general, as long as currency can be exchanged, used for valuation,
and to save value. The study proposed a new loan repayment mechanism based on the buy
and sell model. The bank can lend the debtor in a special currency, which the debtor can
then sell and be paid in the local official currency. The debtor can then spend the loan as
per his/her interest. When the loan is due for repayment, the debtor can buy the special
currency from the bank using the official currency and repay for the loan with the same
special currency. The profit obtained by the bank from the purchase of the secondary
currency is attained from the capital of the buy or sell process.

Keywords: Secondary currency, Islamic banking, interest-free loans, usury, buy and sell.
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