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Abstract 

 

Online loans have become a significant phenomenon among millennials, especially in today's digital era. In 

the perspective of Islamic economics, online loans are an interesting topic for analysis. First, we will examine 

aspects of sharia compliance in online loan transactions. In Islamic economics, there are principles such as the 

prohibition of usury (interest) and gharar (uncertainty) that must be considered. In the context of online loans, 

it will be analyzed whether the loan mechanism and fees applied are in accordance with these principles. 

Second, we will look at the social and economic impact of online loans on millennials.  

Many millennials are experiencing financial difficulties and are using online loans as a quick solution. 

However, unwise use of online loans can have negative impacts, such as being trapped in a debt cycle that is 

difficult to overcome. In an Islamic economic perspective, it will be evaluated whether online loans provide 

long-term benefits for millennials and society as a whole. Third, alternative options will be discussed in an 

Islamic economic perspective that can be a solution for millennials in managing their finances. Concepts such 

as profit-sharing financing, term savings (mudarabah), and risk-sharing financial systems (takaful) will be 

studied as alternatives that are more in line with Islamic economic principles. 
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Introduction  

Financial technology or commonly abbreviated as fintech according to Mar'atushsholihah & Karyani 

(2021) is an innovation that tends to be disruptive. Success in terms of shifting markets that previously existed 

and were known among the public, by presenting a new technology that provides convenience and practicality 

in conducting a transaction. Meanwhile, according to Salvasani & Kholil (2020), financial technology is a new 

development in the financial sector, which is capable of changing business patterns to become more modern 

and efficient with the help of technology.  

The existence of fintech which increasingly exists and is known by the public is growing so that then fintech 

based on sharia principles emerges. Sharia fintech is a combination of previously known inventions in the field 

of finance and technology that provide convenience in accessing a transaction, accompanied by values that 

adhere to sharia values (Setiani et al., 2020). In essence, conventional fintech and sharia fintech are the same , 

the difference is only in the source of law and also the implementation mechanism, in sharia fintech there is a 

Sharia Supervisory Board) as the supervisor and guarantor of sharia fintech services carrying out sharia 

principles as they should. The presence of sharia fintech in Indonesia should be appreciated, because it is 

considered to be an answer to the needs of the people in Indonesia, whose religion is predominantly Muslim , 

to avoid practices that are prohibited in muamalah. This will also provide opportunities for the advancement 

of business and the Muslim economy (Aslikhah, 2021). 

According to Hsueh (2017) in Nurcholidah & Harsono (2021), financial technology has 3 types, namely: 

(1) Third-party payment system, a payment system through a 3rd party. An example is a mobile payment 

system. (2) Peer to peer lending is a platform that functions as a liaison vessel between lenders and loan 

recipients , through technological assistance. (3) Crowdfunding, is a type of financing in which more than one 

lender can or jointly raise funds to fund 1 borrower. 

However, of the many fintech services offered, the one that most exists today is peer to peer lending 

services, or online loans. This online loan is the most popular among people in Indonesia. Online lending itself 

is a financial service provider service, where lending of funds occurs without a face-to-face meeting, but only 

through an application or certain services by uploading all the required documents, then waiting for 

confirmation that there are funds that can be disbursed (Agung Abdullah, 2021 ). Meanwhile, sharia online 

lending is a service that provides a platform to connect or unite people who need financing with the lender, 

with the aim of carrying out a financing contract that is bridged by a technology and system (Baihaqi, 2018). 
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Sharia online loans are permissible in Islam, as long as they comply with the provisions of the applicable sharia 

principles. These principles have been regulated in a fatwa issued by the National Sharia Council-Indonesian 

Ulema Council Number 117/DSN-MUI/II/2018 concerning Information Technology-Based Financing 

Services based on Sharia Principles. Based on report data released by OJK until May 2022, funds that have 

been distributed to fintech lending services based on age groups amount to 34.053 billion. The sharia economic 

perspective emphasizes sharia principles in economic activities, such as fairness, openness and transparency. 

In the context of online loans among millennials, this perspective refers to the same principles in running an 

online loan business. 

In the Islamic economy, loans are given on the principle of risk sharing between the lender and the loan 

recipient. Lenders must provide loans by taking into account the needs and ability of the loan recipient to repay 

the loan. In addition, loans must be provided with clear guarantees and do not violate sharia principles.  

However, in practice, online loans among millennials often violate these principles. Many online loan 

services offer loans with high interest rates and are not transparent. This can cause the loan recipient to be 

trapped in a debt cycle that is difficult to get out of.  

Therefore, the Islamic economic perspective emphasizes the importance of strong regulations to ensure that 

online lending services among millennials operate in accordance with sharia principles. In addition, consumers 

must also be wiser in choosing online loan services that comply with sharia principles and pay attention to their 

ability to repay loans. 

The Islamic economic perspective on online lending among millennials involves an evaluation of sharia 

compliance in the online lending mechanism and the resulting social and economic impacts. The following are 

a number of points that reflect an Islamic economic perspective on online loans among millennials: 

1.  Prohibition of Riba: In Islamic economics, riba (interest) is considered unethical and forbidden. Therefore, 

the Islamic economic perspective expects an online loan mechanism that does not involve usury. This 

principle encourages the development of alternatives such as profit-sharing financing that is more equitable 

and in accordance with Islamic economic principles. 

2.  Gharar and Transparency: The principle of gharar, which refers to uncertainty and ambiguity in transactions, 

is also considered in the Islamic economic perspective on online loans. It is important for online loans to 

offer adequate transparency, by providing clear information about the fees, terms and risks involved in the 

transaction. 

3.  Social and Economic Impacts: The Islamic economic perspective pays attention to the social and economic 

impacts of online loans among millennials. Unwise use of online loans can lead to dependence on debt and 

it is difficult to get out of the debt cycle. Therefore, it is important to evaluate whether online loans provide 

long-term benefits for millennials and society as a whole. 

4. Financial Alternatives: The Islamic economic perspective encourages the development of financial 

alternatives that comply with Islamic principles. Concepts such as profit-sharing financing, term savings 

(mudarabah), and risk-sharing financial systems (takaful) can be solutions that are more in line with Islamic 

economic principles to help millennials manage their finances in a sustainable manner. 

 

Methods 

This research uses a qualitative approach with descriptive methods to describe general description of the use 

of online loans among millennials and the sharia economic perspective on use of online loans. 

 

Results and Discussions 

Research has been conducted to examine the use of online loan services among millennials from an Islamic 

economic perspective. Some interesting findings from the research are as follows: 

1. The high level of online loan requests from millennials is due to an urgent need that must be met. 

2. In the perspective of Islamic economics, online loan companies that operate must ensure clarity and 

transparency of information to customers regarding loan fees and terms. 

3. The use of interest or usury in the Islamic economy is prohibited, so online loan companies must find 

alternatives to generate their profits, such as charging higher administrative fees. 

4. Millennials must consider their needs carefully before deciding to borrow money, because in the Islamic 

economy it is recommended to minimize the use of debt. 

5. In the context of the Islamic economy, alternative funding options such as savings or investments can be 

considered as a better option than online loans. 

6. Financial Sustainability: Research has revealed that online loans that comply with Islamic economic 

principles can provide more inclusive financial access for millennials. This can help them overcome 

financial difficulties and improve their financial stability in the long term. 

7. Borrower Behavior: Studies have also highlighted borrower behavior in using online loans. Several studies 

have shown that millennials tend to use online loans to meet consumption needs or fund excessive lifestyles, 

which can lead to being trapped in a debt cycle that is difficult to overcome. However, other research shows 

that with good financial education, millennials can use online loans wisely and effectively. 
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8. Sharia Compliance: Several studies have looked at aspects of Sharia compliance in online loans among 

millennials. This involves assessing the mechanics of the loan, the fees charged, and the fairness of risk 

sharing between the lender and the borrower. The results of this study can provide insight into the extent to 

which online loans comply with Islamic economic principles. 

9. Financial Alternatives: In addition, several studies have also tested the effectiveness of financial alternatives 

that are in accordance with Islamic economic principles, such as profit-sharing financing, term savings 

(mudarabah), and risk-sharing financial systems (takaful), as solutions which is more suitable for 

millennials in managing their finances. 

10. Thus, the results of research in an Islamic economic perspective on online loans among millennials provide 

a deeper understanding of the implications of this practice, as well as provide guidance in developing online 

loan services that are more in line with Islamic economic principles and provide long-term benefits for 

millennials. 

The results of research on the Islamic Economic Perspective of Online Loans among millennials show 

several interesting findings. In this context, online loans have experienced rapid growth and are becoming 

popular among millennials. Technological developments and changes in consumer behavior have encouraged 

the adoption of online loans as a practical and fast alternative in meeting financial needs. 

From an Islamic economic perspective, online loans present several issues that need attention. One of the 

main issues is compliance with sharia principles in online lending practices. This includes legal, ethical and 

transparency aspects that must be considered by online lenders and borrowers. In this context, it is important 

to ensure that online loans do not violate sharia principles, such as riba (interest) and gharar (uncertainty). 

In addition, research also highlights the social and economic impacts of online loans that are in line with 

sharia principles. Online loans can provide more inclusive financial access for millennials who previously had 

difficulty getting access to formal financial services. This can help them address urgent needs and expand 

economic opportunities. However, it is important to ensure that online loans do not create excessive financial 

burdens or create dependence on debt. 

In the context of online lending behavior among millennials, research has found that motivation and needs 

are the main factors in using online loans. Other factors such as financial management skills, level of financial 

literacy, and awareness of sharia principles also influence their decision to use online loans. 

 

Conclusions and Recommendations 

In conclusion, research on Islamic Economic Perspectives on Online Loans among millennials provides 

important insights in exploring the impacts and implications of online loans in the Islamic context. In 

developing the online lending industry, it is important to pay attention to compliance with sharia principles, 

strengthen financial literacy, and educate millennials about responsible financial management. 

Based on the results of research that has been conducted regarding the Islamic economic perspective on 

online loans among millennials, it can be concluded that the use of online loan services needs to be considered 

carefully in the context of the Islamic economy. Several things that need to be considered include clarity and 

disclosure of information from online loan companies regarding loan fees and terms, avoiding the use of 

interest or usury in economic transactions, and careful financial management. 

Millennials need to consider their needs carefully before deciding to borrow money through an online loan 

service. Alternative funding such as savings or investments need to be considered as a better option than online 

loans in the context of the Islamic economy. This can help avoid unwanted risks and help manage finances 

more prudently. 

In the context of the Islamic economy, online loan companies also need to ensure clarity and transparency 

of information, and find alternatives to generate their profits without using interest or usury. In this case, an 

understanding of Islamic economic principles can help online loan companies to build good relationships with 

customers and build trust among the wider community. 

Based on the results of the research and conclusions previously described, there are several suggestions that 

can be given regarding the use of online loan services among millennials in an Islamic economic perspective. 

Some of these suggestions are: 

1. Understanding of Islamic economic principles needs to be improved, both for customers and online loan 

companies. Understanding these principles will assist in selecting appropriate funding options and 

minimizing unwanted risks. 

2. Online loan companies need to ensure clarity and transparency of information regarding loan fees and terms 

for customers. This is important to avoid getting stuck in debt that is difficult to pay off and to ensure good 

relationships with customers. 

3. Millennials need to consider funding alternatives that are more in line with Islamic economic principles 

such as savings or investments. This can help minimize risks and help manage finances more prudently. 

4. Customers need to consider carefully before deciding to borrow money through an online loan service. This 

needs to be done by considering the urgent needs, the ability to pay off debts, and the principles of Islamic 

economics. 
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5. The government needs to increase supervision of online loan companies to ensure their compliance with 

Islamic economic principles and protect customers from unwanted risks. 

By implementing the suggestions above, it is hoped that the use of online loan services among millennials can 

be carried out more carefully and minimize unwanted risks. 

 

 

References 

 

Abdullah, Great. (2021). Analysis of Online Loan Knowledge in the Surakarta Muslim Community. Journal 

of Indonesian Sharia Economics, XI (2), 22–27. 

Alamsyah, H. (2019). Fintech and Islamic Economy: Challenges and Opportunities. Proceedings of the 

National Islamic Economic Conference, 124-13 

Al-Dawoody, AM (2017). Islamic Finance in the Global Economy. Edinburgh University Press. 

Apriyanti, S., & Nurhayati, S. (2019). Analysis of Factors Influencing Millennial Generation's Interest in Using 

Fintech Peer-to-Peer Lending. Journal of Business Management and Entrepreneurship, 3 (2), 73-85. 

Archer, S. (2016). Islamic Finance: The New Regulatory Challenge. Wiley. Indonesia. 

Aslikhah. (2021). Sharia Economic Potential with Halal Lifestyle Trends in Indonesia in the Perspective of the 

State the Global. 8 (1), 33–44. 

Azmi, IA, & Sufian, F. (2020). Does Islamic Finance Cushion Economic Inequality? Evidence from ASEAN 

Countries. Journal of Islamic Accounting and Business Research, 11(4), 517-540. 

Baihaqi, J. (2018). Sharia-Based Financial Technology Peer-To-Peer Lending in Indonesia. TAWAZUN : 

Journal of Sharia Economic Law, 1 (2), 116. https://doi.org/10.21043/tawazun.v1i2.4979 

Bank Indonesia. (2019). National Financial Literacy and Inclusion Survey (SNLIK) 2019. Bank Millennial 

Money Makeover: Escape Debt, Save for Your Future, and Live the Rich Life Now by Conor Richardson. 

Digital Islamic Banking and Finance: The Digital Revolution and Islamic Finance" by Fouad Beseiso 

Islamic Fintech: Opportunities, Challenges and Regulatory Framework" by Mehboob Ul Hassan 

Rokhman, W. (2020). Islamic Fintech as a Solution to Alleviate Poverty Among Millennials. KnE Social 

Sciences, 4 (18), 349–362. DOI: 10.18502/kss.v4i18.8350 

Hasibuan, AM, & Purnomo, H. (2020). The Islamic Microfinancing Model in Empowering Millennials: Case 

Study of Indonesia. Iqtishadia: Journal of Islamic Economics and Business Studies, 13 (2), 223–242. DOI: 

10.32505/iqtishadia.v13i2.2009 

Khalid, S., Jaffar, M., Asadullah, M., & Shah, N. (2019). Factors Influencing Muslim Millennials' Intention to 

Use Islamic Crowdfunding for Business Start-Up. Journal of Islamic Marketing, 10(1), 182–199. DOI: 

10.1108/JIMA-10-2017-0145 

Hameed, S., & Muhd Nawawi, MR (2020). Islamic Microfinance and the Financial Inclusion of Millennials: 

A Conceptual Framework. Journal of Islamic Monetary Economics and Finance, 6(1), 53–76. DOI: 

10.21098/jimf.v6i1.1280 

Hassan, MK, & Lewis, MK (Eds.). (2007). Handbook of Islamic Banking. Edward Elgar Publishing 

Mar'atushsholihah, SN, & Karyani, T. (2021). The Impact of Financial Technology on the Performance of 

Conventional Commercial Banks in Indonesia. Agribusiness Pulpit: Journal of Agribusiness-Insighted 

Scientific Community Thought, 7(1), 450. https://doi.org/10.25157/ma.v7i1.4707 

Muhammad, S., et al. (2020). Islamic Financing for Millennials: Challenges and Opportunities. International 

Journal of Innovation, Creativity and Change, 12(6), 599–612. 

Nurcholidah, L., & Harsono, M. (2021). Fintech Studies in Behavioral Concepts. Journal of Science Socio 

Humanities, 5(1), 66–71. https://doi.org/10.22437/jssh.v5i1.13145 

Financial Services Authority. (2018). Financial Services Authority Regulation No. 77/POJK.01/2016 

concerning Information Technology-Based Lending Services. 

Saleh, US (2019). Sharia Fintech in Indonesia: Challenges and Opportunities. Al-Uqud: Journal of Islamic 

Economics, Finance and Banking, 3 (1), 35-48. 

Salvasani, A., & Kholil, M. (2020). Handling of Illegal Financial Technology Peer-To-Peer Lending Through 

Financial Services AUTHORITIES (study at Central Jakarta OJK). Journal of Private Law, 8(2), 252. 

https://doi.org/10.20961/privat.v8i2.48417 

Setiani, DD, Nivanty, H., Lutfiah, W., & Rahmawati, L. (2020). Sharia fintech: benefits and problems of 

application to MSMEs. Masharif AlSyariah Journal: Journal of Sharia Economics and Banking, 5(1), 75–

90. 

Syahdan, AR (2019). Sharia Peer to Peer Lending (Islamic Economic Perspective). Journal of Al-Iqtishad: 

Journal of Islamic Economics, 11(2), 173-186. 

Tawakkal, I., Syafitri, U., & Muharram, H. (2020). The Role of Financial Technology (Fintech) in Islamic 

Finance: Challenges and Opportunities. Journal of Islamic Monetary Economics and Finance, 6(3), 593-

612. 

https://doi.org/10.20961/privat.v8i2.48417


The 6th International Seminar on Business, Economics, Social Science, and 

Technology (ISBEST) 2023 
e-ISSN 2987-0461 

Vol 3 (2023) 
 

 321 

Setiawan, MI, & Rahardja, A. (2021). Shari'ah Perspective on Fintech Lending in Indonesia. Journal of Islamic 

Monetary Economics and Finance, 7 (2), 331-350. 

Suhaime6e, SA, Zainudin, NMR, & Haron, R. (2019). Fintech Lending from Islamic Perspective: Challenges 

and Prospects. Journal of Islamic Accounting and Business Research, 10(2), 398-414. 

Yulianti, I., & Pramanik, AH (2020). The Development of Islamic Fintech in Indonesia: Opportunities and 

Challenges. Journal of Islamic Monetary Economics and Finance, 6(2), 435-450. 

 

 

 

 

 


	Amira1), Dian Sugiarti 2)
	1) Department of Sharia Economics, Faculty of Economics and Business, Universitas Terbuka, Indonesia
	Corresponding author: amiraa3001@gmail.com
	Abstract
	Introduction

