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Return of the dinar

M
alaysia’s northern state of Kelantan marked the 
beginning of history by officially launching Dinar 
and Dirham on 12th August, making a return to 
the medium of exchange which that has been 

known for over 1400 years since the fall of the Ottoman 
Caliphate. The Gold Dinar and Silver Dirham are managed 
by Kelantan Gold Trade (KGT), a subsidiary of Kelantan 
Menteri Besar Incorporated (PMBK).

In Kelantan, businesses including garage owners and taxi 
drivers use the gold and silver coins while civil servants may 
choose to have up to 25 per cent of their salary be paid in 
dinars and dirhams. 

The Chief Minister of Kelantan said that 1,000 traders and 
merchants including Lembaga Tabung Haji and Bank Islam 
Malaysia are interested to participate in the use of gold 
dinar in their transactions. The Chief Executive Officer of 
KGT anticipates that sales of the dinars and dirhams to hit 
60 to 70 million ringgit by the end of the year. 

Under the law, the ringgit, produced by the Central 
Bank is the only legal tender for payment of goods 
and services in the country. However, Kelantan’s State 
Economic, Financial and Welfare Committee chairman said 
that the gold dinar and silver dirham currency would be 
used much like a barter trade system and not as a second 
currency and is only intended to be used as an alternative 
to the Malaysian ringgit and sen. Meanwhile, the Federal 
Government has stated that they do not see any problem if 
the gold dinar and silver dirham are only for keeping and 
not trading in the open market. They would oppose the 
state government if it tried to use them as currency as it 
was against Central Bank’ regulations and could victimise 
traders. The Central Bank would be looking into the matter 
to see if any law had been broken.

According to Islamic law, the dinar coin is 4.25 grams of 
gold (equivalent to RM582), while the dirham is 3 grams 
of pure silver (around RM13) but their values fluctuate 
according to market prices.

Since there is an overwhelming 
demand from the public purchasing 
the coins as investment, the National 
Fatwa Committee and the Central Bank 
should study the efficiency of this Islamic 
monetary system. 
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