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Abstract

The rapid rise of Non-Fungible Token (NFT) games has revolutionized the gaming industry by
integrating blockchain technology and cryptocurrency, enabling players to generate income
through in-game transactions. However, these developments have raised significant concerns
regarding their compliance with Shariah principles, particularly in the context of Islamic
finance and ethical gaming practices. This study aims to critically examine the Shariah
compliance and ethical issues associated with NFT games, focusing on transaction practices,
the use of cryptocurrency, and market risks. Employing a qualitative research approach, this
study utilizes content analysis to explore the mechanics of NFT games, their financial
implications, and their alignment with Islamic jurisprudence. The findings reveal several key
Shariah issues, including the presence of gambling elements, the use of cryptocurrencies and
NFTs with unclear Shariah status, unfair practices that favour wealthier players, the potential
use of in-game items for money laundering, addiction risks, and the extreme volatility of in-
game item prices. These issues highlight the challenges of ensuring fairness, transparency,
and ethical conduct in NFT game transactions, which are fundamental principles in Islamic
finance. Furthermore, the speculative nature of cryptocurrency and the lack of regulatory
oversight exacerbate these concerns, making it difficult to establish clear Shariah-compliant
guidelines. The findings provide a foundation for establishing Sharia-compliant guidelines for
NFT game transactions, assisting players and fatwa institutions in addressing these challenges
and ensuring adherence to Islamic principles.

Keywords: Online Game, Sharia Issue, Ethical Issue, Non-Fungible Token (NFT).
Cryptocurrency

Introduction

With the rise of digital cryptocurrency and the surge of Non-Fungible Tokens (NFTs), the world
has integrated modern blockchain technology with online video games, allowing game
designers to generate income and encourage players to gain economic returns for their
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gaming skills and the time they spend (Cryptopumpnews, 2022). Various types of games have
been developed under the NFT game category, such as Axie Infinity, Sandbox 3D,
Splinterlands, Alien Worlds, and many more (Pintu.co.id, 2022). In NFT online games, players
can convert their efforts into digital cryptocurrency by acquiring and owning virtual
commodities within the game. Playing NFT games means trading in cryptocurrency. They earn
income by capturing ownership of in-game assets through battling and collecting. Some even
use these assets as opportunities for trading between players, either in cryptocurrency or real
money. The gameplay of these NFT games depends on the rules of the specific game being
played (Tekno.kompas.com, 2021).

NFTs are data or information stored in a digital network known as blockchain. The difference
between NFTs and cryptocurrencies like bitcoin is that bitcoin can be divided into many parts,
whereas NFTs are non-fungible, meaning they cannot be divided like coins (Fajrussalam,
2022). NFT refers to Non-Fungible Token, which represents digital files such as images, songs,
sound recordings, videos, and games (Sari, 2022). NFTs are digital tokens connected to the
blockchain. In this context, NFTs do not differ much from certain cryptocurrency assets. What
sets them apart is that NFTs can be digitally embedded, making each of their codes unique.
This changes the concept where digital objects can become entities that can be traded like
physical paintings. The difference is that ownership proof for NFTs is in the form of a digital
code known as a smart contract, stored and protected within a blockchain network such as
Ethereum.

Meanwhile, for physical paintings, ownership is in the form of a printed piece that can be
held. Most scholars from the Maliki, Shafi'i, and Hanbali schools, both past and present, agree
that copyright over original works that provide benefit is considered valuable property, like
other physical objects if they can be utilized according to Islamic law (Fajrussalam, 2022).
According to Rizqi (2022), the ruling on NFT trading falls under permissible transactions in
Islam. NFT sales transactions are deemed valid as they fulfill the pillars and conditions of a
sale contract in Islam.

However, NFT trading can become prohibited if there is an element of uncertainty (gharar) or
if the pillars and conditions of a sale are not fulfilled. On the other hand, some argue that,
according to Iman (2022), NFT trading falls under the category of transactions containing
uncertainty (gharar), which is forbidden in Islam. Even if the pillars and conditions of NFT sales
are met, the use of cryptocurrency in these transactions contradicts Islamic economic
principles. Currently, the use of cryptocurrency is not recognized and is illegal as a medium of
exchange, both under national law and Islamic law. However, there is a possibility that in the
future, with rapid technological advancements, NFT transactions based on Islamic principles
may become permissible.

In general, in Islam, transactions involving NFT assets such as buying, selling, and investing are
allowed, except when there are elements of interest (riba), uncertainty (gharar), prohibition
(haram), and speculation involved in the transaction (Saroh, 2023). In the context of wadqf,
based on legal analysis and figh studies, NFTs are considered to have value in modern society,
characterized by several attributes. Therefore, NFTs can be categorized as assets with unique
value that cannot be compared to other goods. NFTs can be compared to copyright because
they possess moral and economic rights, such as royalties for their creators.
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According to Setiawan (2022), the practice of buying and selling Non-Fungible Tokens (NFTs)
is still a subject of debate, especially in transactions that use foreign currencies other than the
local currency. This issue is still being discussed by scholars and government authorities.
However, regarding NFT transactions on the OpenSea platform, bitcoin can be classified as a
virtual asset and can be used as a tool for transactions and investments. Therefore, it is
obligatory to pay zakat on it. However, there is no specific fatwa regarding the legality of
cryptocurrency in Islam.

NFT transactions are almost the same as transactions in a general marketplace, but there is a
difference in the payment scheme, which uses cryptocurrency instead of regular currency.
Based on Indonesia's national fatwa, the use of cryptocurrency as a medium of exchange is
forbidden because it involves elements of uncertainty (gharar), harm (dharar), and is against
local laws. Therefore, using cryptocurrency in NFT transactions is not allowed as it does not
comply with the principles of sale contracts (Preshila, 2022).

In the context of games, Non-Fungible Tokens (NFTs) refer to in-game items. This model can
generate real money in line with the latest model, 'Play To Earn' (P2E). This P2E model
provides opportunities for players and online game developers to generate income through
the advancement of blockchain technology. Trading in-game items means trading
cryptocurrency (Mevianti, 2023). Although there are currently 200 metaverse (PTE) games
and these games are still in the early stages of development, most of the market is controlled
by a few top players.

One of the most popular PTE games in the market right now is Axie Infinity (Al), an online
game based on NFT technology that runs on the Ethereum blockchain (Aguila et al., 2022).
For example, Axie Infinity is a game that relies on Non-Fungible Tokens (NFTs) and uses the
cryptocurrency Axie Infinity Shard (AXS) and Small Love Potion (SLP), which are based on
Ethereum.

Method of Transaction
for Axie Infinity

I—|—|

Marketplace Community Leader

Figure 1: Method of Transaction in Axie Infinity

Based on the diagram above, transactions in the Axie Infinity game are divided into two
methods. The first is through the Axie Infinity marketplace, and the second is via an
intermediary, typically the leader of the Axie Family community. Before starting the game,
players must own at least three Axies, which can be acquired through the Axie Infinity
marketplace using cryptocurrency (Jaafar, 2021).
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In the second transaction method, involving the intermediary from the Axie Family
community, players usually choose this option due to the difficulty of making direct purchases
through the marketplace, either because of the complex process or a lack of understanding.
This method is commonly used by beginners who are new to Axie Infinity and require
assistance from the community leader. The player provides a sum of money to the community
leader, and with their help, the player obtains an Axie Infinity account. The proceeds from in-
game earnings are also managed by the Axie Infinity community leader (Mevianti, 2022).

Login ] Transaction Account ] Marketplace ]
4 ) 4 ) f )
eThrough the *Make sure the *Players select
official Axie account is Axies based on
Infinity website, connected to an their strength
eIf using a NFT e-wallet suitability.
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game app. topped up marketplace.
through the
connected
account for the
purpose of
converting local
currency into
cryptocurrency.
g J - J \_ J

Figure 2: Registration and Buying Process for Axis Infinity (Axie Infinity, 2014).

Shariah Issues in NFT Game

NFT (Non-Fungible Token) games have sparked debates about their suitability and
compliance with key Islamic principles, particularly in the context of muamalat (Islamic
transactions). Islamic principles such as the absence of gharar (uncertainty), fair transactions,
prohibition of riba (interest), and moderation must be adhered to in every transaction,
including in NFT games. However, there are challenges in ensuring this compliance. The
diagram below provides a brief explanation of Islamic principles, the Shariah issues that arise,
and a detailed breakdown of these issues in NFT games.
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Table 1
Shariah Issue in NFT Game
Shariah Issue Detailed Issue in NFT Games
Absence of Use of Cryptocurrency in NFTs
Gharar The use of cryptocurrency in NFT transactions often involves uncertainty (gharar)
due to the unpredictable fluctuations in prices and the unclear true value of these
digital assets.
Fair Presence of Injustice
Transactions In NFT games, there is injustice when players who can afford to buy certain items

or tokens can level up faster, giving an unfair advantage to wealthier players.

Prohibition of Money Laundering Platforms

Riba There are concerns that NFT platforms can be used for money laundering
through the buying and selling of NFTs at inflated prices, which could be linked
to riba if unlawful gains are made.

Moderation Existence of Addiction & Greed
NFT games can encourage addiction and greed, where players are constantly
driven to acquire more digital assets or profits, often disregarding the financial
and social consequences.

Islamic Excessive and Unstable High Prices

Muamalat In the NFT ecosystem, the prices of digital assets such as tokens and in-game
items can become excessively high and volatile, raising issues about fairness in
pricing and true value in transactions according to Islamic principles.

Table 2
Differences Between Cryptocurrency and Shariah-Compliant Currency
Shariah-Compliant Currency Cryptocurrency
Free from prohibited Depends on how it is used, and transactions can be
elements regulated through certain mechanisms
Accepted by society Only accepted by specific communities
Government regulated Not regulated by the government
Stable value Highly volatile value
Medium of exchange Accepted as a medium of exchange by some users and
traders
Measure of value Cannot function well as a measure of value

In this NFT game, the currency used for NFT trading is Ethereum. As is well-known, Bitcoin is
one of the currencies not recognized due to its conflict with national laws. Many countries
have issued fatwas regarding the use of cryptocurrencies such as Bitcoin and Ethereum,
deeming them haram. This prohibition is not only against the use of crypto as currency but
also as digital assets and commodities. The fundamental principle is that cryptocurrency has
no physical form that can be handed to the buyer, leading to uncertainty in transactions
(Sundari, & Rahma, 2022). Other studies support this view, emphasizing that the uncertainty,
or gharar, in crypto transactions is a major issue, making its use incompatible with Islamic
principles (Karim & Aziz, 2021; Bakar, 2020).

Currently, cryptocurrencies are not recognized as legal currency, and therefore, they are not

subject to interest laws (riba) and currency exchange laws. If considered a currency, crypto
would need to comply with these laws. Additionally, Islamic scholars and institutions state
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that cryptocurrencies are prone to gambling and uncertainty due to their highly volatile and
unstable prices, posing significant risks to users (Suffian, 2023). For example, Bakar (2020)
and lbrahim & Ahmad (2022) mention that the speculative nature and value uncertainty of
cryptocurrencies make them highly problematic in the context of muamalat (Islamic
transactions).

Beyond the uncertainty and instability of value, another major issue with the use of
cryptocurrencies like Bitcoin and Ethereum is their potential use for unethical or illegal
purposes, such as tax evasion or financing unlawful activities. lbrahim & Ahmad (2022)
highlight that cryptocurrencies are often misused in transactions that cannot be traced by
authorities, making them a preferred choice for activities such as money laundering. This
raises the question of how acceptable cryptocurrencies can be within the context of Islamic
finance, which emphasizes transparency and accountability in all forms of transactions. Some
Islamic scholars recommend avoiding the use of cryptocurrencies until stricter regulations
and better monitoring can be implemented to mitigate these risks.

Additionally, the issue of riba (interest) is a key concern in the use of cryptocurrencies. Riba,
or interest charged on loans, is strictly prohibited in Islam. While cryptocurrencies do not
inherently involve riba directly, their use on certain financial platforms can lead to situations
where unfair interest or profits are earned. Research by Karim & Aziz (2021) states that some
crypto trading platforms offer high returns on crypto investments held in certain forms, which
may contain elements of riba if those returns are obtained without a balanced effort.
Therefore, while the use of cryptocurrency does not necessarily involve riba, there is a risk
that it can be used in ways that violate the principles of Islamic finance.

NFT Online Game Items as a Platform for Money Laundering

According to Batubara (2021), there is speculation that NFTs may be used for money
laundering activities because the value of digital art assets is subjective, depending on how
much someone is willing to pay for the NFT. For example, an NFT named The Pixel, created
by artist Pax, was sold for approximately $1.3 million at a Sotheby auction in April 2021.
Despite its simplicity, the price, reaching half a million Malaysian Ringgit, raises questions
about the legitimacy of such extraordinary transactions.

In NFT transactions using cryptocurrency, especially Ethereum, it is difficult to trace
transactions, making money laundering activities easily carried out. Money laundering refers
to the process of concealing the origins of illegally obtained funds by making them appear
legitimate. In the context of cryptocurrency, this involves converting legal fiat currency into
cryptocurrency, then performing a series of complex transactions through various electronic
wallets to obscure the trail of illegal funds (Batubara, 2021).

Aside from the issue of money laundering, NFTs (Non-Fungible Tokens) also raise concerns
regarding market instability and high investment risks. According to Zainuddin & Musa (2021),
the NFT market is highly speculative, where digital asset prices can spike without clear reasons
and then fall sharply in a short period. This creates an unstable and high-risk environment for
investors, especially those without deep experience or knowledge of the crypto market. This
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speculative nature can lead to significant investment losses, ultimately damaging investor
confidence and market stability.

Transparency is another concern in the NFT ecosystem. Blockchain, the foundation of NFT
technology, is known for its transparency and traceability. However, according to research by
Smith & Johnson (2022), although transactions on the blockchain are transparent, the
identities of the parties involved in these transactions are often unknown. This means that
individuals involved in illegal activities such as money laundering or fraud can easily hide their
identities. In this regard, the lack of robust identification mechanisms in NFT transactions
poses a risk to the integrity and transparency of the market.

Overall, while NFTs offer innovative opportunities for artists, investors, and technology users,
they also bring various challenges and risks that need to be carefully managed. From money
laundering and market instability to copyright and environmental impact issues, the NFT
ecosystem requires better regulation and increased awareness of these issues to ensure it
can grow fairly, safely, and sustainably. Strict monitoring by authorities, education about risks,
and more sustainable technological solutions are essential steps toward achieving these
goals.

Impact of NFT Game Business Transactions

There is research showing that business transactions in the Axie Infinity game have
had significant effects on business actors and players. These effects include wasted money on
purchasing expensive items, unclear profits from earnings, wasted time in unproductive
businesses, and potential losses in business transactions to one party (Mevianti, 2023).

According to Mevianti (2023), Axie Infinity players experience changes in their behavior. They
now spend a lot of time playing to complete missions and collect SLP tokens to earn more
money. However, the problem is that they struggle to manage their time, often losing track
of time while playing, with some staying up all night to collect SLP tokens. Many players admit
that they are willing to stay in their rooms and even skip meals just to collect SLP tokens.
Most of the players' time is spent playing this game, which can be considered a less productive
activity. Players often gather in communities just to play late into the night without regard for
time. Many young people neglect their responsibilities in pursuit of income from the game.
Moreover, Axie Infinity has caused players to tend to become antisocial, increase laziness,
and abandon more productive work. They prefer to earn money through Axie Infinity, which
is sometimes unproductive (Mevianti, 2023).

Beyond the negative effects mentioned, other studies show that games like Axie Infinity can
seriously impact the mental well-being of players. According to Lee & Choi (2021), games
involving competitive and financial elements like Axie Infinity tend to increase stress and
anxiety among players. This stress arises not only from the desire to win or achieve goals in
the game but also from the financial responsibility of buying Axies and staying engaged in the
game. The pressure to earn enough to cover initial costs often causes players to feel
overwhelmed, which can lead to more serious mental health problems.
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Exploitation of Players in Axie Infinity

Additionally, Axie Infinity has raised concerns about financial exploitation among
players. According to research by Huang & Wong (2022), some players borrow money or use
credit to buy Axies in hopes of making big profits. However, if the value of SLP tokens or Axies
drops, these players may not be able to repay their debts, trapping them in a cycle of debt.
This exploitation also involves rental schemes where Axie owners rent out their assets to
players who cannot afford to buy them, but then take a large portion of the earnings. This
raises ethical questions about whether the game truly benefits players or primarily those at
the top of the game's ecosystem.

Finally, a study by Johnson et al. (2022) found that Axie Infinity can negatively impact work
productivity. Many players who are full-time employees report struggling to balance work
and playtime. This is because the game requires a significant time commitment to generate
meaningful profits. As a result, some players report becoming less focused at work and their
performance declining. While the game may offer profit potential, it also poses risks to
players' professional lives, which can ultimately affect their long-term financial stability and
careers.

High and Unstable Prices of In-Game Items

One significant drawback of the Axie Infinity online game is the high cost to start
playing. The main downside of NFT-type games is the relatively expensive initial investment.
Players must purchase at least three Axies, requiring an investment of $500. However, with
rising prices, this investment now exceeds $1000. To start playing, players need to own at
least three Axies (Shealtielle, Daniela, et al., 2022).

According to Mevianti (2023), based on the data obtained, all transactions on the Axie Infinity
game platform take place within the game's ecosystem, sometimes involving unclear
transactions. These transactions can be considered speculative because players' income is
uncertain. Such unclear and speculative transactions can be considered against Islamic
Shariah principles, as they do not meet the conditions of balance and fairness. Additionally,
the pricing and outcomes in these transactions are often not done openly, and potential
players do not have sufficient information about the complete details of these transactions.
This contradicts the principle of fairness, where pricing and outcomes must be conducted
openly, and all parties must have adequate information.

The prices of Axies displayed in the Axie Infinity online game cannot be accurately determined
through clear market mechanisms, as they are managed through the Ethereum blockchain
network. Axie Infinity players also lack clear information about the characteristics of the Axies
they purchase, and the income generated from SLP tokens is also uncertain. The exchange
rate of SLP tends to fluctuate based on supply and demand, making transactions on this
platform risky and potentially leading to player losses (Mevianti, 2023). The growing interest
in NFTs could create an economic bubble that may burst due to market hype, speculation,
herd behavior, and overvaluation of NFT digital assets (Shealtielle, Daniela, et al., 2022).
Cryptocurrency Tax Evasion Issues

Tax evasion associated with cryptocurrencies largely stems from the lack of clear
regulatory frameworks in many countries. Cryptocurrency, as a relatively new class of digital
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assets, operates in a decentralized manner, often without oversight from central banks or
government institutions. This anonymity and lack of centralized control make it difficult for
tax authorities to track transactions and enforce tax compliance.

In many jurisdictions, the regulatory environment surrounding cryptocurrency remains in its
early stages or is still developing. The pace of technological advancements in blockchain and
crypto assets often outstrips the ability of legal frameworks to adapt. This creates a regulatory
vacuum where not all transactions or gains derived from cryptocurrency activities are
adequately monitored or reported to tax authorities. As a result, individuals and entities
involved in crypto trading, mining, or investment may underreport or completely fail to
disclose their income or capital gains, leading to significant tax revenue losses for
governments (Auer et al., 2020).

For example, in Malaysia, cryptocurrency is categorized as a security by the Malaysian
Securities Commission, but the overall tax treatment of crypto income, especially for
individuals, remains unclear in some respects. Income derived from crypto mining or trading
may be taxable, but enforcement and compliance are highly dependent on self-reporting by
taxpayers, which is often insufficient (Lai, 2020). The anonymity provided by blockchain
technology, where users' identities are not directly linked to their wallet addresses,
complicates the tracking of these transactions (Zohar, 2015).

The lack of comprehensive regulation is particularly problematic for tax authorities
attempting to tax crypto-related income. Without a unified approach or international
cooperation, individuals and companies may exploit regulatory discrepancies between
countries to avoid taxes. The Organization for Economic Cooperation and Development
(OECD) has proposed initiatives to address this issue, including establishing a framework for
the automatic exchange of information related to cryptocurrency transactions, aimed at
reducing global tax evasion (OECD, 2020; FATF, 2021).

In Malaysia, there is no specific regulatory policy regarding how crypto transactions should
be reported for tax purposes. This anonymity increases the risk of tax evasion, where users
can hide their crypto income or gains without clear consequences. For example, users
involved in crypto mining or digital currency trading can underreport their gains because
authorities may not be able to trace these transactions (Lai, 2020).

Conclusion

The integration of blockchain technology and cryptocurrency into online gaming, particularly
through Non-Fungible Token (NFT) games, has introduced innovative opportunities for
players and developers to generate income. However, this study identifies several critical
Shariah compliance and ethical concerns that challenge the permissibility of these games
under Islamic principles. The findings reveal that the speculative nature of cryptocurrency and
the presence of gambling-like mechanisms in NFT games raise significant concerns about
gharar (uncertainty) and maysir (gambling), both of which are prohibited in Islamic finance.
The use of cryptocurrencies like Ethereum in NFT transactions is problematic due to their lack
of recognition as legal tender, high volatility, and potential for misuse in unethical or illegal
activities such as money laundering. Additionally, wealthier players often gain an advantage
in NFT games, creating an imbalance that contradicts the principles of fairness and equity in
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Islamic transactions. NFT games can also lead to addiction, financial exploitation, and
unproductive behavior, which are contrary to the Islamic principle of moderation
(wasatiyyah). The extreme volatility of in-game item prices and the speculative nature of NFT
transactions pose significant risks to players, undermining the stability and transparency
required in Islamic finance. Furthermore, the anonymity and lack of traceability in
cryptocurrency transactions make NFT platforms vulnerable to money laundering, which
violates ethical and legal standards.

Furthermore, the study highlights the importance of educating players and
stakeholders about the ethical and financial risks associated with NFT games. Awareness
campaigns and educational initiatives can help mitigate the negative impacts of addiction,
financial exploitation, and speculative behaviour. Developers and regulators should also work
together to create mechanisms that promote ethical gaming practices, such as implementing
safeguards against gambling elements, ensuring fair pricing, and providing transparency in
transactions. Even though NFT games represent a promising innovation in the gaming and
financial sectors, their current practices pose significant challenges to Shariah compliance and
ethical standards. Addressing these issues is essential to fostering a more inclusive,
sustainable, and ethically sound digital economy. Future research should focus on exploring
practical solutions for integrating Shariah-compliant principles into blockchain-based gaming
and examining the long-term implications of these technologies on Islamic finance and
society.
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