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Background
The scale of funding and technical support required to achieve the ambitious 2030 Agenda for
Sustainable Development are far beyond the scope of individual governments and multilateral
funding agencies. Private sector funding, capabilities, and know-how need to be mobilized within
the global partnership for sustainable development to fill this funding gap and to operationalize
the policies and actions outlined in the Addis Ababa Action Agenda.

UNDP-IsDB Partnership on Islamic Finance and the SDGs
Islamic Finance, based on the strong ethical and moral values, is one of the fastest growing sectors
in the global financial industry. In 2016, total Islamic finance assets grew by 7% to reach $2.2
trillion1, making it one of the fastest-growing segments of the global finance industry. Forecasts
indicate that the steadfast growth of the Islamic finance industry will continue, with Islamic
finance assets expected to reach $3.8 trillion in 2022.2 Given this rapid growth and its wellestablished presence in the OIC region, Islamic finance offers an innovative and effective channel
to mobilize capital for Sustainable Development Goals (SDG) implementation.
In parallel, impact investing, an investment method that considers social and environmental
returns alongside financial profit, offers a good opportunity to mobilize resources for
development. Matching impact investing - with its rigorous social and environmental criteria, and
emphasis on inclusiveness and broad understanding of business society relations - with Islamic
finance, would leverage both industries’ comparative advantage to provide innovative financing
solutions for the SDGs. To this end, in 2016 UNDP’s Istanbul International Center for Private
Sector in Development (IICPSD) and the Islamic Development Bank Group (IsDB) created the
Global Islamic Finance and Impact Investing Platform (GIFIIP). Through the platform, stakeholders
can join forces to nurture the development of an Islamic finance-impact investing business
ecosystem. Through GIFIIP, IICPSD partnered with the IsDB’s Islamic Research and Training
Institute (IRTI) and produced the report “I for Impact: Blending Islamic Finance and Impact
Investing for the Global Goals” which.explores how these two sectors could converge to bring
about a substantial social impact
One example of such convergence are Sukuk (Islamic bonds), which represent the most
prominent asset in Islamic capital markets (16% of total Islamic finance assets). Given its strong
position in the Islamic capital market, Sukuk, particularly recent successful Green Sukuk issuances
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in Malaysia and Indonesia, are a good example of an innovative financing method that could fille
the $5-7 trillion annual funding gap to achieve the 2030 Agenda.

Event
The panel, organized by UNDP, in partnership with the Government of Malaysia and the IsDB, will
discuss how Islamic finance can crowd in new sources and instruments for development financing
focusing both on new instruments – particularly Green Sukuk - and investors - especially
Institutional Investors and funds. The panel will raise awareness and increase the audience’s
understanding of the gaps and opportunities within the Islamic Finance ecosystem, by
highlighting the linkages and opportunities for collaboration among various stakeholders. This
event will also build upon the findings of the report “I for Impact: Blending Islamic Finance and
Impact Investing for the Global Goals” and discuss opportunities for broader implementation of
Islamic finance towards meeting current development financing gaps.

Institutional Investors
The relevance of institutional investors in both local and international economies has grown
significantly over time with the emergence, over the past five years, of various new instutional
investors, including sovereign wealth funds. A discussion on the perspectives of investors is
needed in order to begin to address long-term investment needs towards financing the SDGs.
Moreover, the principles of Islamic finance can be used to enhance investment based on risksharing. This panel aims to enhance awareness and understanding of Islamic finance
opportunities in developing countries.

Innovative Instruments – Green Sukuk
Sukuk, as one of the Islamic capital market instruments, can provide a significant source of
financing for infrastructure development and impact-driven initiatives, thereby contributing to
the achievement of the SDGs. Global Sukuk issuance has been largely taken up by the transport,
energy and construction sectors. A good opportunity lies in transforming these industries into
sustainable ones and financing them through Socially Responsible Sukuk (SRI) issuances. Recent
examples have shown that Sukuk is an effective financing method for SDG-related sectors. In
2014, the International Finance Facility for Immunization raised $500 million through Sukuk to
supply vaccines to some of the world’s poorest nations. In Nigeria, $62 million were raised
through Sukuk to construct and rehabilitate 24 schools across the country in 2013.3 The
environment is the primary target sector for Socially Responsible Sukuk issuances. In 2017,
Malaysia saw two Green Sukuk issuances, $64 million issued by Tadau Energy and $236 million by
Quantum Solar Park, to finance the installation of solar capacity in the country. To date, Malaysia
has seen five green Sukuk issuances by the private sector which have raised $600m; Indonesia
issued a sovereign Green Sukuk in 2018 with a nominal value of $1.25 billion to fund several
environmentally-friendly projects across the country. Growing interest in Green and SRI Sukuk
aligns with forecasts that Green Sukuk will become one of the top business trends driving success
in near future. It is evident that the Islamic capital market presents promising prospects to provide
a new avenue to engage private sector and mobilize capital for development cooperation, and
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Green Sukuk may be an innovative method to finance Agenda 2030 and the Paris Climate
Agreement in the coming years.
A discussion on Green Sukuk will highlight the potential contribution of sukuk to the SDGs,
stimulate evidence-based policy actions as well as identify challenges, emerging issues, and
innovative approaches in the industry. It will also review new partnership opportunities between
Islamic and other development financiers, such as the GIFIIP, to tap into the potential of Islamic
finance to realize the SDGs.

Key Takeaways
The panel will discuss the following challenges and issues:
• Long-term financing needs for the SDGs and formulating policy recommendations on how to
engage stakeholders to meet them.
• Relevant mechanisms for investors and project implementers and the role of Governments
in leveraging institutional investors for financing the SDGs.
• Discuss the appropriate time horizon in different setups and investment strategies of
institutional investors, and identify structural issues hindering to complete engagement in
long-term infrastructure projects and the realization of SDGs;
• Alternative Islamic finance instruments and services that are commercially viable and
generate social benefits at scale to cater to long-term investment needs for achieving the
SDGs;
• Necessary governance mechanisms to measure and report the impact of the investments
made into SDG-related projects via funds generated through Islamic finance instruments
and the role of multilateral bodies
• Required policy changes for the establishment of enabling environments for Islamic Capital
Market with respect to impact investing as well as for greater international consistency in
the application of regulatory and supervisory standards;

Target Audience and Potential Turnout
Speakers from IsDB, UNDP and Government representatives, high-level representatives from
international organizations, as well as renowned professionals with business, public sector,
academic, or civil society experience and expertise in Islamic finance and impact investing will be
invited to the event.

Format
This side event will consist of opening remarks, followed by a panel discussion. The opening
session will focus on public policy and multi-stakeholder partnerships needed to create an
enabling environment at all levels and a regulatory framework necessary to encourage a vibrant
inclusive and sustainable business sector. The subsequent panel will focus on the opportunities
and challenges for the Islamic Capital Market to move towards more inclusive and sustainable
business and social impact investment models, which entails going beyond the concept of
philanthropy and voluntary corporate social responsibility – without undermining profitability.
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