
 



Islamic Green Finance

This book argues that focusing on the green economy and green finance is essential 
to counteract the catastrophic, socio-​economic effects of the Covid-​19 pandemic. 
Further, while numerous research initiatives in the context of the green economy 
and/​or finance have been conducted in different parts of the world, to date, no com-
prehensive work has been published on the topic of green finance in relation to the 
discipline of Shari’ah. This timely book provides a comprehensive guide and offers 
practical solutions to the core issues of green finance within the principles of the 
Maqasid al-​Shari’ah.

It contends that Islamic green finance serves to promote global financial sta-
bility and mitigate the financial risks associated with climate change and envi
ronmental degradation: by integrating Islamic finance principles with sustainable 
and environmentally friendly practices; by encouraging ethical investments and 
prioritizing long-​term social and environmental benefits; and by redirecting cap-
ital towards sustainable projects and fostering a more sustainable and inclusive 
financial system. Islamic green finance’s emphasis on transparency, governance, 
risk-​sharing and responsible investing helps lessen systemic risks and supports the 
transition towards a more stable and sustainable global financial landscape. The 
book’s holistic approach to green finance in the Maqasid al-​Shari’ah aims to ensure 
that financial actions align with Islamic principles and help create a more sustain-
able and responsible economic system.

The book is a detailed reference, which sheds light on the pressing issues of our 
time. It encompasses various aspects of Islamic economics and serves as a guide to 
implementing green financing in accordance with Islamic principles and ethics, and 
as such, it will appeal to academics, researchers, students and policymakers alike.
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Foreword

With great pleasure and a sense of profound responsibility, this book, Islamic 
Green Finance: A Research Companion, is a research work that emphasizes 
Islamic finance principles and an urgent global call for sustainability. As Deputy 
Rector (Responsible Research and Innovation) at the International Islamic 
University Malaysia, I have observed the transformative potential of integrating 
the Maqasid al-​Shari’ah with contemporary environmental, social and governance 
(ESG) challenges, encompassing social and environmental sustainability and the 
UN Sustainable Development Goals.

This book, set to be published by Routledge, Taylor & Francis Group, is a 
timely and critical addition to the literature on green finance, particularly within 
the Islamic financial framework. It is designed to serve a broad audience, including 
students embarking on their educational journey, industry practitioners seeking to 
align their daily operations with ethical and sustainable principles, policymakers 
tasked with guiding our societies toward greener futures, and members of the 
public who are concerned with the social dimensions of Islamic green finance. 
Moreover, the urgency of combating climate change cannot be overstated. As 
temperatures rise and natural disasters become more frequent and severe, the need 
for financial mechanisms to support effective climate action becomes increas-
ingly critical. Hence, green finance offers a path forward, providing the necessary 
resources to transition to a more sustainable and resilient global economy. The 
principle of green finance integrates strongly with the Maqasid al-​Shari’ah, which 
emphasizes preserving the environment, social equity and socio-​economic wel-
fare. This alignment underscores the potential for green finance to bridge the gap 
between traditional Islamic financial principles and contemporary challenges, pro-
moting a holistic approach to sustainability in achieving the Maqasid al-​Shari’ah.

The chapters within this companion are meticulously crafted to elucidate com-
plex concepts and provide actionable knowledge. They navigate the theoretical 
underpinnings of Islamic green finance and present empirical research that collect-
ively offers a comprehensive overview of the field. This book is an invitation to 
explore the synergies between Islamic finance and sustainable development, urging 
students, practitioners and policymakers to consider innovative financial solutions 
that are ethical, sustainable and that harmonize with global goals. At the crossroads 

 

 



Foreword  xv

of financial innovation and environmental imperatives, Islamic Green Finance: A 
Research Companion emerges as a guide to a more sustainable and equitable world. 
I hope this book will inspire its readers to advocate for and implement Islamic 
green finance initiatives to contribute to a more sustainable and just global financial 
system. I invite you to join us on this journey of discovery and action. Together, let 
us explore the vast potential of Islamic green finance to address some of the most 
pressing challenges of our time, paving the way for a financially inclusive, envir-
onmentally sustainable and ethically grounded future in achieving the Maqasid 
al-​Shari’ah.

Prof. Dr. Amir Akramin Shafie
Deputy Rector (Responsible Research and Innovation)  

International Islamic University Malaysia (IIUM), Malaysia
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Preface

In an era marked by increasing environmental challenges, green finance is an 
important topic. It deals with a broad range of issues that relate to the urgent threat 
posed by climate change. Additionally, Islamic green finance has become a hope, 
offering financial innovation solutions geared towards sustainable development. In 
this new approach to finance, the goal is to address and foster socio-​economic devel-
opment and growth that are inclusive and environmentally sustainable. Researchers 
have begun to pay attention to the influence of green finance in the sustainability 
agenda to achieve the Maqasid al-​Shari’ah. Islamic green finance includes a variety 
of financial services and products to support projects and initiatives with a positive 
environmental impact. By channelling capital towards such projects, Islamic green 
finance plays an important role in mitigating the effects of climate change and 
advancing global sustainability. This highlights the nexus between Islamic finance 
and green finance, emphasizing the fundamental principles of risk sharing and sus-
tainability. Therefore, Islamic green financing is an essential and effective approach 
to address climate change. This includes investments in renewable energy, energy 
efficiency, sustainable agriculture and conservation efforts. Based on the import-
ance of Islamic green finance in dealing with existing climate change problems, 
this book attempts to discuss how Islamic green finance can contribute to sustain-
able development. This book, Islamic Green Finance. A Research Companion, is 
organized into six Parts with 20 important chapters, with a specific introduction 
and an index at the end.

Part I focuses on the emergence of Islamic green finance. In this Part, the chapters 
are divided into four important chapters. Chapter 1 provides discussion relating 
to green finance from a Maqasid al-​Shari’ah perspective. Chapter 2 discusses the 
financial performance of Islamic banks based on green finance and social respon-
sibility towards sustainability. Chapter 3 evaluates the significant contributions of 
Islamic green finance to the SDGs. Chapter 4 explains Islamic green financing’s 
contribution to SDGs based on empirical evidence.

Part II deals with the impact analysis of Islamic green finance. Chapter 5 
evaluates the impact of Islamic green financing on national GDP: a cross-​country 
analysis. Chapter 6 presents an overview of the contributions of Islamic green 
finance to eco-​sustainability.

 

 



xviii  Preface

Part III discusses the governing principles and policies of Islamic green finance. 
This part has three chapters. Chapter 7 presents an insight into divine principles 
governing Islamic green finance. Chapter 8 explains fiqhi and fatwa rulings on 
green finance. Chapter 9 discusses law reform affecting Islamic green finance.

Part IV highlights investment techniques in Islamic green finance. This part 
is divided into three chapters. Chapter 10 discusses corporate social responsi
bility in the Islamic green economy. Chapter 11 deals with ethical investing for 
a sustainable future: integrating SRI principles into the Islamic green economy. 
Chapter 12 provides analysis on SRI Sukuk contribution to financing SDG-​related 
projects: analysis of selected cases.

Part V considers the applications of Islamic green finance. This part covers 
seven chapters. Chapter 13 discusses governments’ initiatives towards Islamic 
green finance. Chapter 14 explains instruments facilitating Islamic green finance 
and their applicability. Chapter 15 presents Awqaf-​led green finance. Chapter 16 
provides analysis on empowering green waqf for a climate-​resilient Malaysia. 
Chapter 17 discusses Green Sukuk issues and challenges to its implementation. 
Chapter 18 is about Green Sukuk challenges and obstacles facing public univer
sities. Chapter 19 explains crowdfunding-​led green finance.

Part VI is about risk management for Islamic green finance. This part has one 
chapter, Chapter 20, which discusses risk factors in Islamic green finance.
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