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The legal and economic analyses of dual nature of Money in
commodity/service market and in capital market

Abstract Money, as a creation of social necessities, inherently possesses
a dual nature that stems directly from its distinct functions across different
economic spheres—namely, the commodity and service markets on one
hand, and financial markets on the other. In traditional commodity and
service markets, money plays a minimalist, instrumental role. It functions
primarily as a unit of account, a standard measure of value, and a medium
of exchange to facilitate transactions and reduce transaction costs. In this
context, it is not sought for its own sake but merely bridges the gap
between the exchange of real goods. Conversely, in financial markets and
particularly in the capital market the primary function of money shifts
dramatically towards being a store of value and wealth, emphasizing its
future value. This fundamental shift in function is what transforms money
Into ‘capital.

The historical evolution of money from a mere intermediary commaodity
backed by precious metals to a standardized unit of trust backed by the
state reflects this transition. As surplus production and savings emerged,
the need to preserve purchasing power against inflation necessitated the
creation of structured financial markets. The conversion of money into
capital requires specific institutional elements, including risk
management mechanisms catering to both risk-averse and risk-taking
behaviors, liquidity, information symmetry, and efficient legal structures
that minimize transaction costs.

This dual nature also poses significant challenges and necessitates a re-
evaluation within legal and religious frameworks, such as Islamic
jurisprudence (Figh). The traditional prohibition of usury (Riba) was
primarily contextualized within commodity markets where money lacked
intrinsic value-storing capabilities, and interest could lead to destructive,
non-productive speculation. However, in modern capital markets where
money acts as capital and is subject to the time value of money and
opportunity costs, modern legal and jurisprudential scholars have had to
develop nuanced approaches. Transactions such as credit sales (Nasi‘ah)
and debt-to-debt exchanges (Kali be Kali) are re-analyzed through the
lens of risk, time, and modern financial realities. Ultimately, this study
demonstrates that legal systems must continuously adapt their
methodologies to align with the evolving economic realities of money,
developing specific, efficient rules tailored to both the commodity and
capital markets.
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