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Abstract

This article aims to identify the Sharia-related issues associated with single-stock futures contracts and to
explain how the Malaysian experience has addressed these issues within the framework of Islamic finance.
Conventional futures contracts are among the most widely traded financial instruments in global markets;
however, they are based on deferred obligations, rely on price differentials, and are often cash-settled
without actual ownership of the underlying assets. Such features have raised several Sharia concerns, the
most prominent of which are: excessive gharar resulting from the absence of ownership and possession at
the time of contracting; maysir, as profits may depend on pure speculation; selling what one does not own;
the disconnection of the contract from the underlying asset in some conventional structures; and the elevated
level of risk linked to leverage and margin calls. The Malaysian experience has presented a practical model
that effectively addresses these concerns through restructuring futures contracts in accordance with the
Sharia standards adopted by the Sharia Advisory Council. The most important mechanisms include ensuring
the presence of a real underlying stock, imposing higher margin requirements to control risk, employing
actual (or functionally equivalent) settlement through the clearinghouse to safeguard rights, applying daily
price limits to reduce excessive volatility, restricting speculative use of the contracts, and emphasizing
hedging and risk management within permissible Sharia boundaries. The study concludes that the Malaysian
model offers a valuable example that can be utilized in developing Sharia-compliant futures contracts in
financial markets such as the Saudi Stock Exchange (Tadawul).
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