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Resolutions of the Securities Commission Shariah Advisory Council

CALL WARRANTS

RESOLUTION

At its 4th meeting on 26 July 1995, the Islamic Instrument Study Group
(IISG) passed a resolution permitting the use of call warrants on the
condition that the underlying shares of the warrants in question are Shariah
compliant. This instrument fulfils the features of mal (asset) according to
Islamic jurisprudence as outlined in the haq maliy and haq tamalluk principles.
Haq maliy can be traded if it complies with Islamic principles and conditions
of buying and selling.

INTRODUCTION

A call warrant is a right, but not an obligation, to buy a fixed quantity of an
asset (such as shares) for a specified price within a limited period of time.155

The following are three defining features of call warrants:156

Underlying Asset

Call warrants are issued based on the underlying assets, for example, the
shares of a company. They give warrant holders the right, but not the
obligation, to buy a certain number of shares of the underlying company at
a price agreed upon before or on a future date.

155 Securities Commission, Understanding Call Warrants, p. 2.
156 Securities Commission, Understanding Call Warrants, p. 3.
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Exercise Price

This is the price at which a warrant holder can choose to exercise his right to
buy the underlying shares. The exercise price is fixed at the time the warrants
are issued.

Exercise Period

The validity of the exercise period of a call warrant is limited, after which it
has no value.

ARGUMENTS THAT SUPPORT THE PERMISSIBILITY OF
CALL WARRANTS

In determining the status of call warrants, athar and Islamic jurisprudence
are used as a reference. Although there are no such instruments in the
practices of Islamic muamalat, the studies are nevertheless made from the
perspective of general Shariah principles that are relevant to the instruments.
These principles are as follows:

Athar157 as a Basis

There is evidence of practices similar to paying for a right by the companions
of the Prophet s.a.w. The evidences were in the form of sales and purchases,
and rentals.

Holding Rights in Sales and Purchases

According to Imam Ahmad, as narrated by Ibnu Qadamah in his book
al-Mughni, Nafi` bin al-Harith was reported to have bought a house from
Safwan bin Umayyah for Caliph Omar which was to be converted into a
prison. He laid down a condition to Safwan that if the Caliph agreed, then
he would buy the house, otherwise, Safwan would still be paid a certain
sum. In the book, I`lam al-Muwaqqi`in, Ibnu Qayyim said that the cost of the
house was 4,000 dirham, and Safwan would be paid 400 dirham if the
Caliph did not agree to the purchase. In al-Mughni, the reason for the 400

157 Athar refers to a practice based on the companions of the Prophet s.a.w.
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dirham was given so that the house would not be sold to someone else.158

This narration showed that payment was permissible to give holding right to
a property.

Holding Rights in Rentals

There was also a narration on holding rights in rentals. Such activities were
reported in Sahih Bukhari. Ibnu `Aun narrated, a man asked the owner of a
mount-for-hire, “Prepare your mount, if I do not rent it on the promised
date, I will give you 100 dirham”. The tenant did not rent on the promised
date and Qadhi Shuraih said the condition previously agreed upon had bound
the tenant and considered it an obligation.159

This narration shows that holding rights payment in the form of rental is
permissible and the payment ensured that the mount was not rented out to
someone else.

The Haq Maliy Principle

Under Islamic jurisprudence, there are two types of rights:160

(a) Haq maliy are rights on assets with financial values. Examples of such
rights are haq dayn (debt rights) and haq tamalluk (ownership rights);
and

(b) Haq ghair maliy are rights not related to assets with financial values.
Examples of such rights are haq hadhanah (child custody rights) and
haq wali (right to be a wali).

The Mal Principle

The majority of Islamic jurists were of the opinion that something could be
regarded as mal if it could be controlled and benefited from.161

158 Ibnu Qayyim, I`lam al-Muwaqqi`in, vol. 3, p. 402. Ibnu Qudamah, Al-Mughni, vol. 3, p. 313.
159 Al-Bukhari, Sahih al-Bukhari, Dar al-Fikr, Beirut, 1991, p. 243.
160 Abdul Karim Zaydan, Al-Madkhal li Dirasah al-Syari`ah al-Islamiyah, pp. 184–186. Al-Khafif, Al-Milkiyyah

fi al-Syari`ah al-Islamiyah, pp. 8–17.
161 Abdul Karim Zaydan, Al-Madkhal li Dirasah al-Syari`ah al-Islamiyah, pp. 184–186. Al-Khafif, Al-Milkiyyah

fi al-Syari`ah al-Islamiyah, pp. 8–17.
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Meaning: “Something that can be controlled and benefited from
according to customs.”

The Shafi`i Mazhab also provided general guidelines on what can be
considered as a property. This principle strengthens the awarding of the status
of mal on call warrants according to Islamic jurisprudence as outlined by
Imam al-Suyuti.162

Meaning: “Something is categorised as mal if it has value. That is why
it can be traded, and compensation shall be paid by anyone who
causes it to be damaged.”

Opinions of Past Islamic Jurists

There were two opposing opinions of past Islamic jurists on rights and benefits;
some regarded rights as not mal while the rest thought that rights could be
divided into two types; rights that could be categorised as mal and
otherwise.163

According to the Hanafi Mazhab, rights and benefits could not be categorised
as mal.

The Maliki, Shafi`i and Hanbali Mazhab and some jurists of the Hanafi Mazhab
of the later generation regarded rights and benefits as mal, if they are related
to mal, or `urf, if they are regarded as something of value.

The differences in opinions have a great influence on the decisions on rulings
by contemporary Islamic jurists depending on how they strengthened their
arguments based on the views of the Hanafi Mazhab or the majority of the
Islamic jurists.

162 Al-Suyuti, Al-Asybah wa al-Naza’ir, p. 409.
163 Zaydan, Al-Madkhal li Dirasah al-Syari’ah al-Islamiyah, Al-Khafif, Al-Milkiyyah fi al-Syari`ah al-Islamiyah,

pp. 184–186.




