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Abstract 

Objective: Analyze the implementation, challenges, and prospects for the development of 

wadi'ah contracts in Islamic banking in Indonesia. Theoretical framework: The theoretical 

framework used involves the principles of wadi'ah contracts in muamalah fiqh and Islamic 

financial theory, including aspects of sharia compliance, risk management, and the dynamics 

of competition between Islamic and conventional banking. Literature review: A literature 

study discusses the concept of wadi'ah contracts in the Islamic financial literature, Islamic 

banking practices in Indonesia, as well as relevant operational and regulatory challenges, 

including the development of financial technology (fintech) and blockchain. Method: A 

descriptive-analytical qualitative method with data collection techniques through interviews, 

observations, and documentation studies. Results: The implementation of wadi'ah contracts 

is going well but faces challenges such as operational risks, sharia compliance, and product 

competition. Transparency and innovation, as well as the use of technologies such as 

blockchain and fintech, are needed to increase efficiency and customer trust. Implications: 

This research contributes to the development of policies and strategies for Islamic banking 

products, especially related to technology-based innovation and strengthening the 

competitiveness of wadi'ah products. Novelty: Highlighting the opportunities for the 

adoption of blockchain and fintech technology in strengthening the implementation of 

wadi'ah contracts, which have not been explored much in previous studies. 

Keywords: wadi'ah contract, islamic banking, challenges, blockchain, fintech. 

INTRODUCTION 

Islamic banking is one of the main pillars of the rapidly growing Islamic financial system 

around the world, including in Indonesia. This system is based on sharia principles that reject 

the practice of usury (flower), Gharar (uncertainty), and São Paulo (speculation), as well as 

emphasizing justice, transparency, and a balance between economic and spiritual interests. In 

this context, various contracts are used to replace conventional contracts, one of which is the 

wadi'ah contract [1]. 

Akad wadi'ah, which means a deposit, is a form of sharia contract that is often used in 

Islamic banking. This agreement allows customers to deposit funds with the promise that the 
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bank will keep and return the funds whenever requested. Although there is no obligation for 

banks to provide returns, in practice banks often give bonuses as a form of appreciation [2]. 

As part of sharia financial instruments, wadi'ah contracts have two main forms, namely 

wadi'ah yad amanah and wadi'ah yad dhamanah. Wadi'ah yad amanah is a pure trust without 

the right of the bank to use the funds entrusted, while wadi'ah yad dhamanah gives the bank 

the right to use the funds in halal activities, with the obligation to return them whenever 

requested. In modern Islamic banking practices, wadi'ah yad dhamanah contracts are more 

commonly used because they give banks the flexibility to manage liquidity while maintaining 

compliance with sharia principles [3]. 

The development of Islamic banking in Indonesia has shown significant growth in the last 

two decades. According to data from the Financial Services Authority (OJK), Indonesia's 

Islamic banking market share increased from 4.9% in 2014 to more than 6.9% in 2023, with 

steady asset growth every year. One of the driving factors for this growth is the increasing 

awareness of the Muslim community on the importance of financial transactions that are by 

sharia [4]. 

However, despite its great potential, the implementation of sharia contracts, including 

wadi'ah, is not free from challenges. The study shows that there are still many people who do 

not understand the difference between contracts in Islamic banking, including the difference 

between wadi'ah and mudharabah. This lack of understanding leads to misunderstandings of 

rights and obligations, which has an impact on customer satisfaction and trust [5]. 

Apart from understanding, challenges also arise from the institutional and regulatory side. 

Regulations on wadi'ah products often do not regulate in detail the operational mechanism 

and customer protection. This complicates supervision and poses reputational risks in the 

event of a violation of sharia principles. According to Ibrahim, the lack of standardization 

and coordination between Islamic regulatory agencies can result in significant differences in 

the interpretation of banking practices [6]. 

External pressures also affect the development of wadi'ah contracts. Competition with 

conventional banks that offer similar products but with yields remains a challenge. 

Customers who do not understand sharia principles tend to choose products that provide 

definite benefits, so Islamic banks need to innovate to maintain the attractiveness of their 

products [7]. 

In these challenges, technological developments offer new opportunities. Digital 

innovations such as Blockchain and services Fintech Sharia pave the way for increased 

transparency and efficiency in the management of wadi'ah products. Blockchain allows for 

immutable and auditable transaction logging, while Fintech Expands public access to Islamic 

banking services in real-time [8]. 

The adoption of this technology is relevant considering the characteristics of today's 

increasingly digital customers and demand for fast, secure, and transparent financial services. 

Therefore, Islamic banks need to utilize technology as a strategy to strengthen the 

implementation of wadi'ah contracts while increasing customer trust [9]. 

With this background, this study aims to examine in depth how wadi'ah contracts are 

implemented by Islamic banks in Indonesia, what the challenges faced in practice, and what 

the prospects for its development in the future [10]. This research is important to make a 

theoretical contribution to the Islamic banking literature and offer practical recommendations 

for industry players and regulators. 

Significance and Novelty of the Research. The study of Wadi’ah contracts in Islamic 

banking is crucial in light of the growing global interest in Shariah-compliant financial 

systems. Wadi’ah, as a safekeeping contract rooted in Islamic jurisprudence, plays a vital role 

in the structure of Islamic banking, particularly in the mobilization and protection of 

depositors' funds. Despite its simplicity in classical fiqh, the modern application of Wadi’ah 
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within financial institutions has triggered significant legal, ethical, and operational 

discussions, especially regarding the concepts of ownership, risk, and the permissibility of 

bank-guaranteed returns [10]. 

This research is important because it addresses the pressing gap between the theoretical 

underpinnings of Wadi’ah and its practical implementation in Islamic banking operations. As 

Islamic banks compete with conventional institutions, they often introduce incentive 

mechanisms that blur the lines between Wadi’ah and other profit-sharing contracts such as 

Mudarabah. This not only creates potential Shariah non-compliance issues but also 

undermines public trust in Islamic banking's distinct ethical and legal identity [10]. 

The novelty of this research lies in its comprehensive and forward-looking analysis. 

Unlike existing studies that focus mainly on legal definitions or historical development, this 

study integrates three critical dimensions: the current implementation of Wadi’ah products, 

the operational and regulatory challenges faced by Islamic financial institutions, and the 

future prospects of evolving Wadi’ah-based models in response to digital transformation, risk 

management, and financial innovation. By employing a comparative and analytical 

framework, the study offers practical insights for regulators, Shariah scholars, and banking 

practitioners to refine policies and develop more authentic Wadi’ah-based instruments [10]. 

Ultimately, this research contributes to strengthening the integrity and sustainability of 

Islamic finance by bridging theory and practice and by reimagining Wadi’ah as a viable and 

competitive alternative in the evolving global financial landscape. 

LITERATURE REVIEW 

The Wadi’ah contract, originally established in classical Islamic jurisprudence, refers to a 

safekeeping agreement in which a party entrusts property to another for protection without 

the expectation of profit. In Islamic banking, Wadi’ah has become a foundational contract for 

deposit-based products, particularly in current and savings accounts. While the original 

nature of Wadi’ah is based on trust, its adaptation into modern financial institutions has 

introduced several complexities and challenges [11]. 

In practice, Islamic banks have modified the Wadi’ah contract to remain competitive with 

conventional banking systems. This has led to the incorporation of additional features, such 

as discretionary gifts (hibah) to attract depositors. While such practices aim to reward clients 

without violating Shariah rules, they can create expectations of returns, potentially 

undermining the non-profit essence of Wadi’ah. This evolution raises questions about the 

contract's legitimacy and authenticity when aligned with its original jurisprudential purpose 

[11]. 

The operational implementation of Wadi’ah contracts also poses regulatory and legal 

challenges. There is often a lack of consistency in how the contract is interpreted and applied 

across different Islamic financial institutions and jurisdictions. Moreover, the absence of 

clear guidelines concerning the roles and responsibilities of the custodian and depositor can 

lead to ambiguity and disputes, especially in cases of financial loss or institutional failure 

[11]. 

In recent years, attention has turned toward the digitalization of Islamic banking and its 

potential impact on Wadi’ah-based products. As technology advances, the need to ensure 

Shariah compliance while embracing innovation becomes more pressing. Digital banking 

platforms, mobile applications, and blockchain offer new possibilities for enhancing 

transparency and security in Wadi’ah contracts [12]. 

Despite the growing use of Wadi’ah, there remains a gap in integrating classical theory 

with modern practice. This research aims to address that gap by analyzing current 

implementations, identifying challenges, and exploring future prospects for more authentic 

and sustainable applications of Wadi’ah in Islamic banking. 
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Figure 1. Illustration of Transactions in Islamic Bangking 

METHODOLOGY 

The method used in this study is library research, which is research conducted by 

examining library sources such as journal articles, books, and relevant previous research 

results. This research is qualitative with a descriptive approach, aiming to describe the 

phenomenon of implementation, challenges, and prospects of wadi'ah contracts in depth [12]. 

Data was obtained through the collection of references that include theories of wadi'ah 

contracts, Islamic banking regulations, and empirical studies from various national and 

international journals. This technique involves condensing information from various reliable 

sources which is then critically analyzed [13]. The analysis was carried out by looking at the 

main themes in the literature and relating them to actual issues in Islamic banking practice. 

The use of secondary data from the literature ensures that the arguments and findings in this 

study have a strong theoretical basis. Each literature material is carefully reviewed to ensure 

relevance and validity to the research focus [14].   

Table 1. Research Method 

Aspect Description 

Research Method Library research: Research conducted by examining library sources such as 
journal articles, books, and previous research results. 

Research Type Qualitative research with a descriptive approach. 

Objective To describe the phenomenon of implementation, challenges, and prospects 
of wadi'ah contracts in-depth. 

Data Collection Data was obtained through the collection of references that include:  
Theories of wadi'ah contracts  
Islamic banking regulations  
Empirical studies from national and international journals 

Data Analysis 
Technique 

Information is condensed from various reliable sources and critically 
analyzed. 

Main Analysis 
Approach 

The analysis focuses on main themes in the literature, relating them to real 
issues in Islamic banking practices. 

Secondary Data The study uses secondary data from literature, ensuring strong theoretical 
foundation for arguments and findings. 

Literature Review 
Process 

Each material is reviewed for relevance and validity to ensure it aligns with 
the research focus. 

RESULTS AND DISCUSSION 

The results of this study show that the implementation of wadi'ah contracts in Indonesian 

Islamic banking has experienced significant developments, especially in savings, current 
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accounts, and safe deposit box products. However, its implementation also faces some 

challenges that require specific strategies and approaches. The discussion of the results is 

presented in three main parts: implementation, challenges, and prospects for the development 

of wadi'ah contracts. 

Implementation of the Wadi'ah Agreement in Sharia Banking Products 

The wadi'ah contract has become the foundation for the development of various Islamic 

banking products. Based on the results of interviews and observations, Islamic banks such as 

Bank Syariah Indonesia (BSI) and Bank Muamalat have adopted wadi'ah yad dhamanah 

contracts in savings products, which provide flexibility for banks to manage funds 

productively, even without the obligation to provide fixed returns to customers [15]. As an 

illustration, BSI implements a voluntary bonus system given to customers in the form of 

appreciation for their trust, not as a promise of profits. This is in line with the DSN-MUI 

fatwa No. 02/DSN-MUI/IV/2000 concerning Savings based on the Wadi'ah Principle. In 

current account products, the implementation of wadi'ah is also implemented with the 

support of an electronic transaction feature that makes it easier for customers to carry out 

various financial activities in a halal manner [16]. 

Service Safe Deposit Box In Islamic banks, Yad Amanah also uses the Wadi'ah Contract. 

In this contract, the bank only acts as a custodian and does not have the right to use the 

entrusted goods. The use of these two types of contracts shows the flexibility of the 

implementation of wadi'ah in the modern Islamic financial system [17]. This implementation 

has been recognized as contributing to the stability of the bank, as wadi'ah funds can be used 

to support productive financing activities. However, the success of implementation is highly 

dependent on strict supervision from the Sharia Supervisory Board (DPS) and a transparent 

reporting system [18]. 

Challenges of Implementing the Wadi'ah Agreement 

Although it has great potential, the implementation of the wadi'ah contract cannot be 

separated from various challenges. The first challenge found is the low literacy of Islamic 

finance among customers [19]. Many customers still do not understand the difference 

between wadi'ah contracts and other contracts such as mudharabah. This leads to 

misunderstandings related to yield expectations. The next challenge is transparency in fund 

management [20]. Some informants said that the lack of information provided by banks 

regarding the use of wadi'ah funds can affect the level of customer trust. In line with the 

findings of Darmawan and Setiawan (2021), a low level of transparency has the potential to 

reduce customer loyalty even if the product is declared Sharia-compliant [21]. 

Liquidity risk is also a crucial challenge. Since customers can withdraw wadi'ah funds at 

any time, banks must ensure the availability of sufficient funds. Weaknesses in liquidity 

management can have an impact on the financial stability of banks, especially when there is a 

massive withdrawal of funds [22]. In addition, competition with conventional banks is a 

pressure in itself. Conventional products that offer fixed interest are considered more 

profitable by some people, especially those who do not have a good understanding of sharia. 

Therefore, Islamic banks are required to increase product competitiveness through innovation 

and value-based marketing approaches [23]. 

From the internal side of the institution, the challenge also comes from the lack of optimal 

training of staff on sharia principles and contract management. Some Islamic banks have not 

made sharia training a strategic agenda, which has an impact on inconsistencies in product 

implementation [24]. 
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Prospects for the Development of the Wadi'ah Agreement 

Despite the various challenges faced, the prospects for the development of wadi'ah 

contracts remain promising. One of the key opportunities is the integration of digital 

technology. Technology Blockchain, for example, provides opportunities for Islamic banking 

to increase the transparency of fund management [25]. In the system Blockchain, every 

transaction can be tracked in real time and cannot be manipulated, thus strengthening the 

trust in the wadi'ah contract. In addition, the platform Fintech Sharia paves the way for the 

provision of wadi'ah-based financial services in a more inclusive manner [26]. Mobile 

banking applications that adopt sharia principles allow customers to access transaction 

information easily and transparently. According to Ahmad and Halim's research, 

involvement in Fintech in Islamic banking can increase financial inclusion and reach people 

who have not been served by the formal financial system [27].  

Product development can also be directed to innovation through a combination of 

contracts. For example, the combination of a wadi'ah contract with an ijarah contract can 

produce a rental product that still maintains sharia principles but offers added value for 

customers. Banks can provide goods storage services accompanied by limited use based on 

ijarah agreements [28]. 

In terms of regulations, the support of the government and financial authorities such as 

OJK and BI greatly determines the direction of the development of this contract. The 

existence of regulatory updates that are accommodating to product and technology 

innovation will provide legal certainty while strengthening customer protection [29]. OJK in 

its 2020–2025 Islamic finance roadmap emphasizes the importance of strengthening 

infrastructure and harmonizing regulations to support the growth of the Islamic finance 

industry [30].  

International expansion is also a strategic opportunity. Muslim-majority countries such as 

Malaysia, the United Arab Emirates, and Saudi Arabia show high demand for Islamic 

financial products. Indonesian Islamic banks can take advantage of this potential by 

introducing wadi'ah products that are tailored to the characteristics and needs of the global 

market [31]. 

Social Dynamics and Customer Behavior Towards Wadi'ah Contracts 

One of the important results of this study is the discovery of social dynamics that affect 

customer perception and behavior toward wadi'ah contracts. Many customers tend to 

associate savings products with certain financial benefits, which leads to dissatisfaction if the 

wadi'ah contract does not provide the bonus as expected. This shows that even though 

wadi'ah contracts are trust-based and trust-based instruments, the aspect of economic 

behavior still plays an important role in customers' financial decisions [32]. 

Cultural factors and religiosity also affect the perception of sharia products. In the 

interview, it was found that customers who have a background in Islamic education or are 

active in religious activities better understand the concept of wadi'ah contracts and do not 

demand bonuses. In contrast, general customers with economic backgrounds are more likely 

to judge products based on short-term economic benefits [33]. 

To overcome this understanding gap, a more massive and structured Islamic financial 

education strategy is needed. Literacy activities such as seminars, digital media socialization, 

and the integration of financial education in the curriculum of Islamic schools and colleges 

are steps that can help increase awareness and understanding of the basic principles of 

wadi'ah contracts [34]. 
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International Comparison: Wadi'ah Practices in Other Countries 

As part of the expansion of the discussion, this study also compares the practice of wadi'ah 

contracts in Indonesia with other countries such as Malaysia and the United Arab Emirates 

(UAE) [35]. In Malaysia, the wadi'ah contract has been gradually replaced by the concept of 

Qard for savings and current account products since the issuance of a resolution by Bank 

Negara Malaysia (BNM) in 2015. This change is made to avoid confusion between bonuses 

and returns that could resemble usury [36].  

Meanwhile, in the UAE, wadi'ah contracts are still used but are more widely applied to 

non-cash products such as Safe Deposit Box or gold custody services. Islamic banking in the 

UAE tends to develop mudarabah-based investment products for liquid funds [37]. An 

important lesson from this comparison is the importance of clarity of contract structure and 

adaptation to local market regulations and characteristics. This international experience can 

be used as material for reflection and evaluation for Islamic financial authorities and 

institutions in Indonesia to formulate a more consistent product development direction, not 

only in terms of fiqh but also in terms of marketing and customer behavior [38]. 

The Strategic Role of the Wadi'ah Contract in the Sharia Financial Ecosystem 

Finally, this study highlights the importance of wadi'ah contracts as an instrument to 

support liquidity stability in the Islamic banking system. Wadi'ah-based products can be a 

source of cheap funds (Non-profit based) for banks that remain in line with sharia principles 

[39]. In addition, this contract can also play a strategic role in expanding financial inclusion, 

especially in rural areas that have limited access to formal financial services. 

Islamic banks in Indonesia can take advantage of wadi'ah contracts to design inclusive 

products such as student savings, pesantren accounts, and micro-savings for farmers and 

fishermen [40]. With the right market segmentation approach, the wadi'ah contract will not 

only strengthen the low-cost fund base but also expand the socio-economic function of 

Islamic banking by maqashid al-shariah. 

Thus, the findings of this study indicate that the success of the implementation of the 

wadi'ah contract does not only depend on legal aspects and compliance, but also on social 

understanding, consumer behavior, and the intelligence of institutional adaptation to 

regulatory and technological changes. 

Analysis and Discussion of Wadi'ah Contracts in Indonesian Islamic Banking 

The implementation of wadi'ah contracts in Indonesian Islamic banking has shown 

considerable growth, particularly in savings, current accounts, and safe deposit box products. 

The results of this study highlight the potential of wadi'ah contracts as a flexible and trusted 

instrument in the modern Islamic financial system. Islamic banks like Bank Syariah 

Indonesia (BSI) and Bank Muamalat have successfully adopted wadi'ah yad dhamanah 

contracts, especially in savings products, where funds can be managed productively without 

the promise of fixed returns. This aligns with DSN-MUI fatwa No. 02/DSN-MUI/IV/2000, 

which ensures that bonuses are given as a voluntary appreciation rather than a fixed profit, 

thereby maintaining sharia compliance [40]. 

However, despite the successes, the implementation of wadi'ah contracts is not without its 

challenges. One primary issue is the low level of financial literacy among customers, which 

leads to misunderstandings about the nature of wadi'ah contracts compared to other contracts 

such as mudharabah. This lack of understanding often results in unrealistic expectations 

about returns, which could undermine customer satisfaction and trust. Additionally, 

transparency in fund management has been a point of concern. Customers often feel unsure 

about how their funds are managed, which can affect their loyalty to the bank. Furthermore, 

liquidity risk is another challenge, as the wadi'ah contract allows for easy withdrawal of 
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funds by customers. Banks must ensure that they have sufficient liquidity to meet these 

demands, which requires careful financial planning and risk management [40]. 

The study also reveals the significant impact of social dynamics and cultural factors on 

customer behavior. Customers with an Islamic education or strong religious backgrounds 

tend to understand and accept the concept of wadi'ah contracts without demanding fixed 

returns. In contrast, customers from general economic backgrounds often assess products 

based on immediate financial benefits. To bridge this gap in understanding, the study 

advocates for enhanced Islamic financial education through seminars, digital media, and 

integration into school curricula. 

Looking ahead, the prospects for wadi'ah contracts in Indonesia are promising. The 

integration of digital technology, such as blockchain, offers an opportunity to increase 

transparency and trust in the management of wadi'ah funds. Additionally, the growth of 

fintech platforms can make these contracts more accessible and inclusive, reaching 

previously underserved populations. Product innovation, such as combining wadi'ah with 

other contracts like ijarah, could also create more value-added services for customers. 

Finally, the support of regulatory authorities, such as OJK and BI, will be crucial in 

ensuring the continued development of wadi'ah contracts. Regulatory updates that 

accommodate technological advancements and new financial products will help ensure legal 

certainty and protect consumers. As international markets such as Malaysia and the UAE 

continue to refine their approaches to wadi'ah, Indonesia’s Islamic banks can learn from these 

experiences to improve their product offerings and expand their reach. 

In conclusion, while wadi'ah contracts face challenges, their role in Islamic banking 

remains critical, particularly in enhancing financial inclusion and providing Sharia-compliant 

financial solutions. The future of these contracts depends on better customer understanding, 

stronger sharia supervision, and the adoption of innovative technologies. 

CONCLUSION 

The wadi'ah contract has proven to be a vital instrument in the Islamic banking 

sector, particularly in the development of savings, current accounts, and custody 

services. The implementation of this contract aligns with Sharia principles, offering 

flexibility and trust in managing funds without the obligation to provide fixed returns. 

However, despite its success, the implementation of the wadi'ah contract faces several 

challenges, including low financial literacy among customers, limited transparency in 

fund management, and strong competition from conventional financial products that 

offer fixed interest rates. These challenges need to be addressed for wadi'ah contracts 

to realize their full potential in the Islamic financial system.  This study has highlighted 

several key findings that can shape the future of wadi'ah contracts. First, increasing 

customer understanding of Islamic finance and wadi'ah contracts is essential to 

improve trust and satisfaction. Financial literacy initiatives, such as educational 

seminars, digital media campaigns, and the inclusion of Islamic finance education in 

school curricula, can help bridge the knowledge gap and ensure that customers have 

realistic expectations regarding wadi'ah products. Second, transparency in the 

management of wadi'ah funds is crucial for maintaining customer trust. Banks must 

adopt more transparent reporting systems to provide customers with a clear 

understanding of how their funds are managed. Furthermore, the adoption of 

technologies such as blockchain and fintech can significantly enhance the development 

of wadi'ah contracts. Blockchain technology can increase transparency by providing 

real-time, immutable tracking of transactions, thereby reinforcing trust in the contract's 

management. Similarly, fintech solutions can help Islamic banks offer more inclusive 

financial services, reaching underserved populations and expanding access to Sharia -

compliant products. In terms of regulatory support, Islamic banks must collaborate 

with financial authorities like OJK and BI to ensure that regulatory frameworks are 
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adapted to technological advancements and product innovations. Regulatory updates 

should focus on creating a supportive environment for the growth of Islamic financial 

products, ensuring legal certainty while protecting consumers.  Recommendations: 1). 

Increase Financial Literacy: Implement comprehensive educational programs to 

enhance customer understanding of Islamic finance and wadi'ah contracts.  2).     

Enhance Transparency: Develop clear, transparent reporting mechanisms to boost 

customer trust and satisfaction. 3). Adopt Innovative Technologies: Integrate 

blockchain and fintech solutions to increase the efficiency, transparency, and 

inclusiveness of wadi'ah-based financial services. 4). Strengthen Regulatory Support: 

Work closely with financial regulators to update regulations that foster innovation 

while ensuring compliance with Sharia principles.  
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