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Sugya Introduction

Concepts that will be discussed in this topic

INTRODUCTION TO RIBBIS IN COMMERCE:

The study of Ribbis as it relates to commerce is a
difficult and arduous journey. The general complexity
of the halachos of ribbis, when coupled with the
many varied forms of business transactions, presents
a challenge for even the most seasoned professional.
In this segment, we endeavor to look at some of the
core areas Where the halachos of ribbis coincide with
common business practices.

The first two segments deal with various sale
arrangements that involve ribbis.

PESIKA:

It is generally forbidden to prepay a merchant for
goods that will be delivered at a later date, because
the price may rise in the interim, and the lower rate
would be ribbis in return for the earlier payment.
This prohibition would not apply if those goods are
already available at that price on the open market, or
if the seller already has it in stock.

SE’AH B’SEAH:

It is forbidden to borrow items or commodities, i.e.
anything other than currency, as a measure-for-
measure arrangement. For example, one may not
borrow a pallet of merchandise in order to return an
equal amount at a later date. This prohibition also
has exceptions, such as if the borrower already owns
even a small amount of that item.

CASH VS. CREDIT:

One may not charge a higher price to a customer
buying on credit than he would charge if he were

to pay upon delivery. The difference in price would
be considered a ribbis payment to the seller for the
option of paying later. According to most Poskim,
this is true even if the credit price reflects the
actual value, and the cash price is a discount for
the immediate payment. We will see, however, that
there is a fundamental difference between sales and
rentals. It is permissible for a landlord to charge more
for tenants who will only pay at the end of the rental
period.

TARSHA:

The converse of Pesika, a merchant may provide
merchandise on credit for a higher price than he
would for a cash payment if certain criterias are met.
For example, the two prices cannot be specified,
there cannot be an established market price or
known value, and it cannot be so significantly high
that the rise in price is made obvious.

FINANCE AND RIBBIS:

The final two segments focus on business financing.
Among the topics discussed are the following:

e  Whetheraborrower from a non-Jew with interest
can pass along that loan to another Jew.

e |If a Jew may be a guarantor or cosigner for
another Jew who is borrowing from a non-Jew.

e Money borrowed from a non-Jew on behalf of a
partnership.

e Investing money in a bank or other financial
institution that will be lending to Jews with
interest.

e Borrowing from banks or unions that have Jewish
owners, managers, or shareholders.
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QUESTIONS ON
Ribbis in Commerce

Below are some practical scenarios that will apply to the material

| want to rent a bungalow for the summer and | found one that is
available. The owner says that | can reserve the bungalow if | sign a
lease and prepay now, while it is still wintertime. Is this a problem

of pesika?

| am a vendor who sells One of two partners
merchandise to a large, Jewish- takes a loan in his
owned store. Common practice name on behalf of

is to present an invoice upon the partnership. Since
delivery, with payment due in 60 the company will be
days. | want to offer them a 2% paying interest on that
discount if they pay within 10 loan, do the partners
days. Is this permitted? need a heter iska?

| heard that taking out loans from a credit union can be more
problematic than taking out a loan from a bank. What should someone
do if he already has a loan taken out from a credit union? Is there any
way to remedy the problem?

Join BHD and receive a 3-5 minute video post
derived from the current Yorucha topic.

JOIN “BUSINESS HALACHA DAILY” TODAY!

For answers to these questions, and for more Q&A topics like these, visit baishavaad.org/daily
To sign up to the Business Halacha Daily WhatsApp group messages @ 732.232.1412



A pon

ONIW! TVA D0"1DYN NINDD

0'2'IVn |DIn

56 ......... DNOWD NIONETINID"DYN NI e
S8} n D"IDYN NIDN DKW'D NI2Y 1T e
69 .......... D"IDYN NN 11DW OONIY |'T e

%280 NISNIYN TV N'NA NDY qNIY

For the Halacha Shiur on Ribbis in Commerce Part lll, see pages 78-79

THIS SEGMENT HAS BEEN SPONSORED BY THE STERN FAMILY
in honor of Dayan Shmuel Honigwachs Shlit’a

1799711020 N 12 PPN DN2AR 270 NI 13T



=t~z aimil=I-]
meon oy

s q7 (b
PRl by PP (3
A P @
A ki e (7
wn nhwTe (B
hia=X{) AN
g0 (0 TRV
Paghi

7o DR

077 e (h)
y70 %h 9dnD I
BRI

— e
Rkl ihi

% o ovwn S
yIm SR us
WET 3D
wh7 3pd Brapam
17 qUE 3903 bbb b
3% oo op w7 phE
TIV3 103 BTHBY) B
(03 PR YD R
Jqus e BN E]
KRR O P AR RV
7y phn 73b 37
HG PR

o"wn 1oy

e My oms
97 1P P .mem
90D 977 oW b7y 1P
121 IN3R 7" BN
amEy MY e
0P 37D 19 7 P0Y P
:popd 077

e
oy nIman

v B
ANPTE R7 [3 ()
XY v Yy wn v
(U3 [Twvn owa
vny I et [d
XoTa ww] [7 12T
X"y X pIIND ‘oM
v paen a3
T PoMT oMo
o XY, MY X 8T
ona Y [P
[Jop 777 :mo PITIO
T 2w Yy ar’

()
R-ah

[nm

nora [
S(IP73) PWNT Yxwm

R ia-al
e [P
1 3raRa) WS
(V7RI '0IN2 N0
net o’ v
WM nuswnn
RCS S VA B VAT
ax mERg mxw
"o awa PP
aroy Ywian
$R70 DO oW YW
1972 hi-IN
RO PwIId

e 1t
+(277R3)

NS N22 whan pRd el nN

'Y

WS 3 N MED) bW 2hp 0dod B m NnF 31 oby A2 % TN N DT o ms AN INYH
N2 N2 N3 D ST (o pp) JWED B o Lz odvb »b b bbb P Ddwb »br b b wbp

Of 39D AN PPWT VTS NI 3900 ph KX s wh N
oapy 181 Sxmun w13 9 20600 o I 70 i Forda

Bsp b5 HXE odon ado
30 ph HpEM 39w i ey
md I D Pio dhbopn o)
oupd wonh7 bo bovp Hron
SN 200D PpE ) PnT Hm
D33 O Prn HPT W H0T
aEoE D7 MNz3 TEN 1R BN
SN D00 PN YPEDd WO
NN TSN TRV BN ;DT
TP O OPPE D dp by e
o X mE M7 o
NE'D 8B5S 10 076 3 wdE
2ph dare d5h 1Yo of HnpT
Spoamdp 3wp M voENT
o P P37 Bow Mo
o> o7h 35 mdT Yop Hot
why dop mim Yo phes
PEYIPT ME PID3 PN OnMIpnT
pd oph oy opb (fn q7)
qb p3 w3 onh op LoD
SRS i M oonwp
29D M) 35H 1PHpd o HhpT
M5 MmO MR PRT
W B op dopn dbaen
;% WNT i3 peT
VR Nma S Eman Ehy dhEd
36op Dby DEM VLY Y e
STDONDIT IR KW D b
oy P PEtn p op
0 MO FRWNT I NN
PN WVE ) MM HsH 10
Hops PMPNT WP P3ITH
pop % AmnT 921 nmhy
[l B I ol D S R L
TS OBS AN oppyips Y
HoopY PIE N0 BT HEY P
0TS RN b M)
v opfy P33 onb on
6% pE omb B ophe
o o i M phes
D3 s oo gb B0 P
HOOD T PN 132772 00T BIDED
B0 o M s oo o
* obdo3 P3ITn @) wov Mo
LT T 9 e 0o Yoo
N3 300 M7 pwd 3pd D7
M7 BP0 LIPS THOE oM
ph Tovm CowTpd 337 b
b » pbn opvp 3N IP
(o> pmp) Cmowd s b
b

BRIA N SN 2 NYOWN Nmd
oM mhn mepn 853 pay Hn ¢
TITT S \:% NON Depm 2mpn
NPT W OYTR NI N2 9NN o
SIPWE MW 27 N NN IR Spw
o vy 52p N Sxwr wma e 9y
37 N SpwS NS v e S
Mo Mop Sap N WO oy Sapw mew
|33 AP o S ey S b
Swovmpn Snwr MmO pan un o
Snr Ny 85 Sar voim npe ves
I3N3 MO e P o SNert T
SN PN SN e 15 o wpt
AN T R mepN w5 oin
aP M3 SYN TPEYR oM oN S opn
mana Sy mpn S T
TN N SN e 15 oS wpt
ANY T P ropN w5 oin %
SN SER YTRYT DN i 5 mopn
M3 N NON N NE'D N DN
SEY NPT I TN S mmow PNt
M 92 MDA 21 MM NP IR
NI NN 2T 72NN 3T Pmen
223 5o oram O SaNT DT Py N
NON NS NP Om N TR PR
IONY T3 AN S ot MDD 30 TN
WOTE MIDN NPT M N NB
Smap 2™ ) NP SN NRPAIN TR
W\I% PTOR PR IR 0D N N 29
o0 AN 992 SaN mmna Y Wn
ENAMD WR 27T N S b e
DRN & NDT ST NN R OND N
DOMOw AN M3 W3 DNNT e BnN D)
o nn 537 mmdSwt At wa v
WR 2T NON FO e memnn v
D OWR 3T TN TANT NDN N NP3
N on un o5 S PR s
mow 1S BNMT TS N SaN
DN W NTT NP2 CWN 21T N
ma5 onk o3 onN Nt N T
DomOw AN® AMA N3 DN A oombw
P13 %3 DRN IR TS N AMa N
NI'IT NI NI N 37T NP NOR TND
o S S maS S T N

e 5 MO 23 5p AN IO D IR AT T S N TR

N

pwnd 3o MPpE T3 doop o m wn B Hapron prnh o7 Bavwd Hop b B w ApgdT on

YOWD N7 I M%) X5H Yenpds B Mp Y7 Mph M)
Woh7 D3 07 HED WIS DY M) YL T 1D

P D733 995 37D ddnd 0 b
370 9% Py ahde PavpnT
oURd IPUDS HID M0 DD 57
2505 D Ip WD 3W P WY

W P DEMNT P NH BT

PPV (g PEYIPT pUEs
YPHUD DIED P PPIT Y™ Hoops
Sspp b7 bEn powehd
g3 Wpnp 00 ME o o
¥h yrovop> B P
2137 %3050 b3pn Wb b dbop
oD NI e NSRS
3w b P
Wwoh 3L 35H vPHpor>
oLD) WL pEY W Bpp
spd by o owde wp o
Sovg ob7 Y7 7 b v Bp
n¥sp Ph B0 DbNs 130> P
007 173D 3Eh D o
o0 PR YPEN M) 0 ob
fon bppo 1Id pon
pwr b3 B3 prpon wh M0p
B ph ada o1 > Sy adnd v
33pno dope 0 1 obe b M
35 rwns b 35 e
DYod o1 7% pde by pope
oh o 35H yrvd ~ob b
P o7 b BamdT )
YPRVO3 ML Ph HE B M)
D% ML ph7 vo M X5
wisps oot By wp Yo b
B oo M h wh Mo
no W pEy uEn e
MDY D 6oL Y v Ko
W5 HHAED 11D 0 M0 T
DRI 37D OPND ) MBT NEM
DPIP 31 Son thy S oM
DEN PP D 3D00d M0 s
pwno 3 wpod HiE bbb
Vo I M DRI XD DI
opn don wp dp o>
Y3ps wh 3y b pawpd
M0 1P B 0L pEhy M
b B PP X7 o0 HHED sh
oph »b o o mdod in
9pH DD pEN PPN IPE W
B v wh o dppp p7vb
73 M0 PEH ph NKDd P
S3pE vo opn don e vpp
oap pEbun e T pwnd
ob" b3 pwnd opy T
Py wh pph DI B P
20 B3 WY
R k)

(B q7 omw) pob Dp3D 7p3 HdEs HH D b wpm My M7 Bpwh b BT Yopr 1vInd topn M
WmE M6 OdErys 3pd Haowd Hop Bhwd7 poEH DN 07D P DL NET W ppopn wd Hndea 3 bp H7
5o epwn D v D MPH P 1H PIMLIDH MHIE WNE MO P wH Pd W WP 1B PP M
Hiop 35 o0 o1 393 v pMdd 0w M T3 PIPOWE MHIE D5 vhwn DI von b Mpb ML T3 PIpOWE )
POVOED DN o ML My HRD 1D M3 DT O Y 360 PhH DNEHN W D) pranb3 Mpb o pranhs
oUn () »b 2dnd mbE 3H Mo ~bh 1 b pwnd I M PR b B3P ddnM 1Y 7 dp b ) P Yy
P7 b ph mh b 0K OEND P phEn MO DNM pELEND v H7> o0 dp N5 ddnd Jmp H Bl M0 gz B

0o Y
msn
W5 My o3 N WY
o on pson
3p by anp o ko
QYD 1P "D 77 YEW
b

anp a0 oE 03 B
DT YR o
+b P PO
7% 05 m T NIp
£ 7P BF D7EW
Y- R )
b QP oF D7ED
Son 7o vy
:6 %0 pwp
D Mp B oD
EvE pdon
wEw bk poDIEY
b QR DO "B W'D
3% op Mmoo ep
*3 VP O L7EW

e

pbwn = mn
oy owm R
Sy » D oo
WY oo
S8 12 N Mpn
Ny oupe  onop
oy n omam
L i ea)

o
Rl )

1PEI7 BN BX BN
305 ©ph 3pOd P7H
ooPBE P onb o)
whed P Epph
o7 am Bop b3
qb Mg w3 oob
m S ope
b - A -
DD 33 1B ohon
A3 3 EDMGY AN
™D pwh) s
182 .35 pow) OIN
nY%T 23 9Y BN NS
B My M
B pos ph o
P bpoy pwdoT Jop
WPAD (39 77 PEVTDS)
P33 o b o9
o3> o] P ppd b
b ondey phoy ma7
bpY D (1D OT) I
ph7 b o pb
mE omw jope
xm o an porep)
Jmn

f39p m3 BY oMnd M7 M PaEs 3w pvdd P mwm Bl vn B dsp B vop odnd oy om
2920 PN B0 HBEDT DI PO 3900 1IN0 pa> B o Pt o ans B b

e

29NN AN NN 7Y VITINL54 DN THINY 1022 TINON NN NI XD - <VTN NY> 4H2a Tindn

The gemara states that even in a case where a Jew borrowed money from
a non-Jew and is obligated to pay interest, it is forbidden for him to lend
the money to a Jew and charge interest, even where the interest charged
is merely to cover his losses.

Tosafos add that even if the Jew pays directly to the non-Jew it is
forbidden, based on the principle a guarantor [arvus] which will define this
transaction as though the interest was paid to the Jew.
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Shulchan Aruch rules that a borrower from a non-Jew with interest may

'X pyo vOP-NEp 0 1" Y MW

not directly pass on the loan to another Jew, even if the second Jew 155 by | mp3a Anx bxwss onnbab 15 MoX N7 @221 TIPR mMyn M5w Sxaw
executed a contract directly with the non-Jew. This arrangement is  ;yiv5 i3 mn 19wy ox1 .0"ap5 mmn X (M3 o2 ©"19%5 2w Sxwn pa v

considered ribbis ketzutza, and any interest the second borrower pays
would be retrieved from the first borrower.
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One may be a guarantor for a Jew borrowing from a non-Jew, provided
that the non-Jew agrees not to collect from the guarantor without going
to the lender first. Otherwise, it would be forbidden, because non-Jews
typically collect directly from the guarantor, which makes us view the
guarantor as the true lender to the borrower.
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Rashi, and several other Rishonim, rule that an “arev kablan” arrangement,
wherein the lender may choose to collect from the lender or the guarantor,
is forbidden beween a Jew and non-Jew. The Rashba disagrees, claiming
that the prohibition applies only to a situation of “arev shlof-dotz", where
the non-Jewish lender’s recourse rests exclusively with the guarantor.
Everyone agrees, however, that where he is restricted to demanding
payment from the borrower first [“arev stam”], that a Jew may be a
guarantor.
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Further lyun: The Ohr Sameach explains Rashi’s opinion that an arev kablan 2" A"n mbn M5 MY MK Y A

is viewed as a lender: in the event that the non-Jew collects from the p1anb 510 0" apAw 9T ;MBS mbna 13T 9P 3w P71 NYTW DX XA MY KA

guarantor before approaching the borrower, he is clearly demonstrating 1w pamb moanm XOX MBA MM NAMM AT PR AA9AA A 12 WP DX ;19 TA 3 NX
that he had originally lent the money to the guarantor. Should the 73 9w b A R A R 1w

guarantor then collect the debt from the borrower, it would be in the role
of a lender to a borrower.
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The Shulchan Aruch cites the opinion of Rashi forbidding a Jew from being
a guarantor to a non-Jew, only citing the Rashba as an additional opinion.
Clearly, one must be stringent like Rashi, but if such an arrangement was
already done and the guarantor collected from the lender, he would not
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have to return it. However, if the guarantor paid but did not yet collect, the

borrower would not have to repay him any interest.
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The opposite is true as well: A Jew cannot be a guarantor on behalf of a
non-Jew who borrowed from a Jew with interest, unless they stipulate
that the Jewish borrower must first try to collect from the non-Jew. Shach
points out that in this scenario all would agree that even an arev kablan is
forbidden.
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The Taz writes that it is already forbidden to become a guarantor at the

time of the loan, even if the borrower does end up paying. The Shach in
Nekudos Hakesef argues and limits the prohibition to cases where the
guarantor actually pays on behalf of the lender. The poskim suggest that

even the Taz only prohibits becoming a guarantor because he may end
up paying. Whereas, in a scenario where it is clear that only the borrower
will be paying and the guarantor is merely involved due to technicalities it

would be permitted.
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Partners that take out a loan or buy on credit are each presumed to be n"9yn n1na nbw DN T
half-borrower and half-guarantor. Likewise, even if one partner took out a
loan on behalf of the partnership, they are each presumed to be borrowing
half and guaranteeing the other half. This implies that if they co-borrow
from a non-Jew with interest, it would be forbidden like all guarantors to
a non-Jew.
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The Shulchan Aruch Harav explicitly prohibits Jewish partners from 70 MR N T ann Y
borrowing with interest if they are to be guarantors for each other. This  7"3g7 5791 At 1 o2 DAw 191X2 T2 0"aYn NS oEmWH MORW XTNa and
opinion is found in other Acharonim as well. P57 X190 yp 1D
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Shaar Deah suggests that perhaps co-borrowing is better than a standard
guarantor, because neither can be considered more of a borrower than the
other. Although he cites a Tashbetz who implies that it would indeed be
permitted, his ruling is inconclusive.
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If a partner borrows with interest from a non-Jew and invests that money
into the partnership, Taz differentiates between a managing partner and
a silent partner. A managing partner may invest the money and use the
profits to repay the interest on the loan, because it's similar to expenses
incurred in creating the profits. A silent partner may not do so, because it
would be considered a loan with interest to the partnership.
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The Chavos Daas limits the leniency of the Taz for managing partners to
repay their loans with interest to a case where he borrowed the money
without the knowledge of the other partner, which means that the
principal of the other partners is not liable for any losses, and he may only
use profits generated to repay the loan. If, however, the principal capital
of the partnership would be liable for the interest it would be considered
ribbis. This is also the opinion of the Shulchan Aruch Harav which was
cited above.
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The Divrai Chaim argues with the Chavos Daas and holds that a managing 3 "o X"n A ,omn AT N
partner may borrow with interest and invest it into the partnership, even v, v Amm DEmwn Ppn A mpbwa axT 5o 1'mna 5y 1ba ovn ath
if the other partner is aware of the loan. He holds that evenin suchacase . 004 JInn D ' Xwa XOX AXBA DY A 5Y PR 13,007 05wh 12nn
the other partner has no personal obligation to pay the interest out-of-

pocket, and the only recourse is collecting from the company assets,

which suffices to remove the problem of ribbis.
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even where no profit i nerated. He su ts to pay the non-Jew the
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interest amount upfront before the loan is granted, and only then should "
.Ax5AA X 5ap? I P ,0"MaYh

they accept the loan.

76 RIBBIS IN COMMERCE -

PART 111



amnm 1P n"a a%p

(3y) DDA NDPS NPT AN AR 93P 37ARY D7DP? LR

MbRY MbT aMYR AUNI DBXAY JUYDY 1L MAT PATY 3 YT "M
BX M RIZAS 1ML POWIY KGR AT WRII TALR WUBI AW AMYD 330
APIT PIVNM IR POV MOa ROR AMWR A5 XY 1MWXRT IOR nwma nvi
NO3 MRS MNP VAT MY X 70D Sho3 pmoyh neana on Topam
DOYI POYRAN AMWA DX M”71 PRT AR SMKROD LPEA2 AMwT a0 ovTopan B3
AMROS NOMTY ,DOPOYNR TNV MDMIYR povh myan DIOnY W wnn Tl
MM POYAN DRI A0 YMWAY TWOR DIBR DU R7ONI YRR 11 1107 NYOR
o2 A9 TRY  MEMYT povh 1R myn 01377 MORW 5707 WwER TR N
y™EY 17ab ona povnn MbT amMwaws XOR 1R XY mS awen twn amwn
A3 YD PSRN N7IRYT WrRY AT JIPIT U¥R AMYY 1 37X Nv397
TARY Y TV DY 2N A7a93 XOX YN XY 1D 0 MT Na TD0a Yawn 19
» tow memwa nbAna o3 umY memwi povb nmyna w0ndws YBR
BMoYb (Y PTIZY am MWD MPAa PNt b T hvana omoyn mbw
AR WA RPOY TITA MMY 1ML wRT MWD TIE a1 By Loy
8MYn  MbwT xM30n e e TN EMYT POVS MBI 070nwd
WM MNoR ANT ONEY BRU¥NTS AXY %Y O nwyb amwn how 1o
MORY XPOY 973 MWD bar .povi my nxd ’OX Wphaa amwa 31 ’4w b
nPoYNT 593 0N amwaw 13 poynnd T npb W b b oxemitb
owaT ayvY 1100 TN 19N XPOWI TR AMDT M WOR Iwn amwn bv
MPwDa and (MY A0 R’M) 13TV DMYAY LRPOPA UM D RpOWA nphw
nHINY IR OX MIDMYA MMM DA Mpb TIoR anwb i ’bo bo1
™ DU oVMD YYR MYna memwb MY JemIv Than B YaR  nmpnwi
Dwa T Y0 LOY N0 AP and n3 (Ay) D0 mwn b Am yenKi
Nan AMPAY XV NN Oy»Y (0 HY0) 2 YMW3I 573) LN b0
9 MOR 13 PR MDMWA M D037 A5ANa I Y .nean vva axiva e’
193 PR DT ST XAw 0M0yY mMR RDY 57¥XY .Dmwa mmbhwa unl
bh9a3 XW MY WHR PR ANXROY LK PO MYyn Mo mow 1D ,obd
TINY PrYRY LY AMYY MY -0MoYe TYRR WY AN amwaw L arnR 0w
n"a90 XOR WORD 113 10T KD AA03W_WER VBRI 00 11w amwd mbhm
™ mbd bxwwy mbwb Moxw. T NN T2 A0AY WER WTD RTPMm
P07 DWN NI QIR YV ymbww prYR LMbwn Sy AXAn DPINRYD 070N
MEP3 RYR XY umbwa apop: 1KY M M wmba mbwn namr by omovaw
v ymbw Y ,0Mopn 15 mba XY WY abana nhaan yews Pax .mbud
nNPoDI W RGN NYWa 1O NRD THY D7YRY IMMSYa AT 1 R SR
7PN 5y man anab 'xyar b noooR XY D393 1R 3D N ALY 100 mmbon
Y01 LT WU 13 DI WP A05 IS Nanwna DYUIND A1 .LJANTPM NN T N
b ka1 mpn 29N SRS TP N3N 0705 1hn3 XPR AN PRY
(XY PID ) S amwa XpYT IRDY TR nbwa mebwa by W M Y XNaon
59 Tmoh %12 B8P IR DRI MAIT ,p0YNN WR ML Amwaws AR 1PN

?}f_’ BAIS HAVAAD

E HALACHA CENTER
TIW’ 77



Ribbis in Commerce:; Part lll Shiur
LOANS FROM NON-JEWS ON BEHALF OF JEWISH BORROWERS

By Rav Shmuel Honigwachs

A TRANSCRIPTION OF THE YORUCHA CURRICULUM WEEKLY SHIUR VIDEO

COSIGNING ON A LOAN WITH RIBBIS:

The Gemara in Bava Metziah says that it is forbidden for a Jew to
be an areiv (guarantor) on a loan that another Jew received from a
non-Jew with interest.

The Rishonim disagree about how to explain this Gemara. The
Rashba says that it is only talking about an atypical deal, wherein
the non-Jewish lender only has the right to demand payment
from the cosigner, and not from the actual borrower. According
to this, in a standard loan where the lender can collect from either
the borrower or the cosigner, there is no prohibition of cosigning.
Rashi disagrees and says that it is forbidden to be a cosigner on a
loan that includes ribbis even if the non-Jewish lender has the right
to collect from either the borrower or the cosigner.

To explain this machlokes, we need to understand why this type of
loan is prohibited in the first place.

The reason it is forbidden to cosign on a loan that contains ribbis
is because we view it as if the lender is lending money to the
cosigner, who is then lending money to the borrower. Accordingly,
when the borrower pays back his debt, he is actually paying it to
[or alternatively, on behalf of] the Jewish cosigner. If the payment
contains interest, this would be forbidden.

The Rashba argues that this would be true in a case where the
lender is dealing only with the cosigner. In such a story, it is clear
that the lender only gave the loan because he trusts the cosigner;
therefore, the cosigner is considered the real borrower. Although
the money s given to the actual borrower, he is essentially receiving
it as a loan from the cosigner; therefore, when the cosigner repays
the non-Jewish lender, and then the borrower repays him with
interest, he is clearly violating the prohibition of ribbis.

Rashi, however, says that the same logic applies even when the
lender can collect from either the borrower or cosigner. Even if
the borrower can deal directly with the lender, we still view it as
if he borrowed the money from the cosigner, and when he repays
the debt with ribbis we consider it as if he is paying interest to the
cosigner, which would be forbidden. The Rashba would disagree in
this case and hold that there is no problem of ribbis.

The Poskim debate whether we rule like Rashi or the Rashba.
The Shulchan Aruch cites both opinions but appears to give more
credence to the opinion of Rashi. Therefore, it is worthwhile to
be stringent like the view of Rashi and use a heter iska even for
a standard loan where the borrower pays directly to the lender,
because the lender may choose to collect from the cosigner.

CO-BORROWERS:

Today, it is common for banks to ask for a “co-borrower,” rather
than a cosigner.

Since the banking reforms that followed the mortgage crisis
of 2008 went into effect, many banks no longer recognize the
cosigner structure, and instead ask mortgage applicants to find
a co-borrower. A co-borrower is different from a cosigner in the
sense that he has a higher level of responsibility for the loan and
is considered to be an equal party in the loan, rather than simply a
person who guarantees the loan.

Some contemporary Poskim say that although one may not initiate
such an arrangement, b'dieved, it would be permitted if the actual
borrower will be making all the payments, without coming on to
his co-borrower, there is no problem of ribbis and no need for a
heter iska.

They base this ruling on the words of the Taz, Shach, and Nekudas
Hakesef. These Poskim say that in a regular case of arvus, there
is only a prohibition if the areiv may actually end up paying the
loan with interest and the borrower pays him back. If, however, the
borrower pays the debt directly to the non-Jewish lender, there
is no prohibition. According to the Nekudos Hakesef, this is true
even in the case of the Rashba, where the lender cannot demand
payment from the borrower, still, if the borrower does go on his
own and pays the debt with interest, there is no transgression of
ribbis.

Sefer Mishnas Ribbis presents a number of questions on this
opinion of the Taz, Shach and Nekudas Hakesef, and brings proof
that the prohibition of ribbis would apply even when the borrower
makes a direct payment to the lender, but normative halacha
seems to follow the view of the Taz, Shach and Nekudas Hakesef.

Accordingly, in the case of co-borrowers, an argument could
be made that because the bank is lending the money to both
borrowers, either of them can make a direct payment to the bank,
and, according to the Taz, Shach and Nekudas Hakesef, that would
not be a violation of ribbis, so long as they will not be reimbursed by
their co-borrower. However, other contemporary Poskim disagree
and say that the framework of this arrangement is different and
would not have this leniency. These Poskim contend that when the
bank lends to two co-borrowers, it is, in effect, lending 50% of the
money to one borrower, and the other 50% to the other borrower.
When the co-borrower gives all the money to the actual borrower,
heis, in effect, lending him his share of the loaned money; therefore,
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if the actual borrower makes a payment, he is technically paying
50% of the payment indirectly to his co-borrower, who is then
giving it to the lender. Since the payment contains interest, he is
paying ribbis to his co-borrower, which would be prohibited.

The Tashbetz, however, does not seem to be bothered by this
problem. In fact, he says that a case of co-borrowers is even more
lenient than a regular case of a cosigner, and accordingly, he rules
that the actual borrower can make payments directly to the lender,
and he implies that he may even pay back the co-borrower for any
payments he made to the lender. This is in contrast to a case of a
typical cosigner, in which we explained that only direct payment
from the borrower to the lender would be permitted, while
payment from the borrower to the cosigner would be prohibited.

The Shulchan Aruch actually discusses a case of two joint borrowers
who take out a loan together. He rules that they are considered to
be cosigners to each other and says that if the setup is like Rashi
- meaning that the lender can collect from either of the two - it
would be forbidden to make a payment. This leads us to ask, why
does the Tashbetz rule differently and claim that payments from
co-borrowers are permitted?

The Shaar Deah attempts to answer this question by saying that
typically when there is a cosigner on a loan, it can be assumed that
the lender only made the loan because of the cosigner’s guarantee.
If not for him, he would never have lent the money. For this reason,
itis considered as if the cosigner borrowed the money and lent it to
the borrower, which may create problems if the borrower makes a
payment with interest, as he is in effect making the payment to the
cosigner. He says that the Shulchan Aruch is talking about a similar
case, where the lender only made the loan because there were two
borrowers, and he would not have given a private loan to either
one without the other; therefore, they both become cosigners -
i.e. lenders - to each other, which could cause problems of ribbis
if they make a payment with interest. The Tashbetz, however, is
talking about a case where the lender would technically have lent
the money to either co-borrower. It just so happens that they came
to him together and took out the loan jointly. Since this is the case,
neither one is considered a lender to the other, and they both are
looked at as having borrowed directly from the non-Jewish lender;
therefore, there are no ribbis problems in this framework.

If this is the case, the Tashbetz's leniency would not apply to
contemporary bank loans, as the bank is only extending the credit
because of the guarantee of the co-borrower. Still and all, while we
cannot say that co-borrowers are better than cosigners, we can say
that they are on the same level; therefore, if the halacha follows
the opinion of the Taz, Shach, and Nekudas Hakesef that direct
payments are permitted, it would also be permitted for the actual
borrower to make direct payments to the bank, as long as he will
not be making any payments to his co-borrower.

The Erech Shai adds that even if the co-borrower does make a
payment, there would only be a prohibition if he tries to recoup his
money from the actual borrower. If he makes the payment without
expecting to be reimbursed, there is no problem. Generally
speaking, a co-borrower on a mortgage is a close family member
or friend, and such close connections usually do not expect to be
reimbursed if they are forced to make a payment. Nevertheless,
situations do arise when the co-borrower is reimbursed for a

payment, and a heter iska would definitely be needed for such
times.

USING SOMEONE ELSE’S CREDIT CARD:

In the business world, it is common for people to borrow someone
else’s credit card to make a payment. For example, if someone
needs to make a large purchase for his Amazon business, he may
not have enough room on his card, so he'll borrow his friend's card,
and will later pay him back for the charge. Obviously, if he puts a
$1,000 purchase on the card, he can then pay him back $1,000 in
cash. But what if it takes him a while to get the money, and by the
time he is ready to pay back, the card has accrued $100 in interest
fees? Is he permitted to pay his friend $1,100?

The Gemara in Bava Metziah discusses a case where a Jew borrows
money from a non-Jew with interest and then lends that money
to another Jew. The Gemara writes clearly that even though the
first borrower has to pay interest to the non-Jew, he cannot charge
interest to the Jew he subsequently lent the money to.

When a credit card lends money, it is lending the money to the
cardholder. By allowing one’s friend to use his card, one is lending
the money he borrowed from a non-Jew to his Jewish friend.
Accordingly, even if the cardholder is charged interest by the credit
card company, he is not permitted to take interest from his Jewish
friend when he repays the money he owes. One would, therefore,
definitely need a heter iska if he wants to lend his credit card to his
friend and have him pay the interest charges.

One possible exception would be if the cardholder made his friend
an authorized user of his account and got him his own card with his
name on it. This could possibly be compared to the Rashba’s case,
where the cardholder is like an areiv for his friend, but is not the
actual borrower. Since the company knows about his friend and
authorizes him as a borrower, he is the actual borrower, with his
friend only serving as his areiv. Even though the company will only
demand payment from the cardholder, this is still somewhat similar
to the Rashba’s case of arvus. As we explained previously, in such
cases it is permitted for the borrower to make direct payments to
the non-Jewish lender; therefore, it could be argued that the friend
would be allowed to make a direct payment to the company even
if it contains interest.

However, Rav Shlomo Miller shlita told me that he is not comfortable
with this leniency, as he believes it is not at all clear that the credit
card company knows who is making the purchases and who they
are lending the money to; therefore, it is very difficult to say that
the authorized user is borrowing the money from the credit card
company and not from his friend, the cardholder. For this reason, it
is preferable to make a heter iska even in this case.

To watch the video or listen to the shiur given by the Dayan, visit:
www.baishavaad.org/yorucha-topics
Or signup to receive them via whatsapp: (&) 732.232.1412
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