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DEVELOPMENT AND EVALUATION

OF ISLAMIC GREEN FINANCING:
A SYSTEMATIC REVIEW OF GREEN
SUKUK

Abstract

The threat of the global climate crisis demands improvement and adjustment from
various sides, including the financial sector. Islamic finance responds to environmen-
tal responsibility by presenting environmentally friendly financing products in green
sukuk. This study aims to show the development trend of the number of publications
in green sukuk and systematize the results of studies that explain the development and
evaluation of the emergence of green sukuk investments. This study analyzed 15 pub-
lications on green sukuk during the 2016-2022 years indexed by the Scopus database.
As for methodology, the descriptive analysis was used to explain the green sukuk data
quantitatively; the synthesis analysis was used to describe data based on four direc-
tions (the development of models (10 sources), opportunities (12 sources), challenges
(12 sources), and evaluations of green sukuk (10 sources). Preferred Reporting Items

for Systematic Review and Meta-Analyses standard were used to choose samples for
this investigation. The green sukuk challenge is dealing with the sukuk market after
the pandemic. Several evaluation findings regarding managing commitment from the
government and investors for the renewable energy sector and efforts to provide low-
cost sukuk financing and risk minimization are found. Green sukuk demands efficient
management to be more viable, competitive, and attractive to investors if the opera-
tional area supports it. Green sukuk projects face expanding green funding, global cli-
mate financing, managing renewable energy, and validating greenhouse gas emissions.
The green stock market reaction requires coordination amongst economic subsectors.

Keywords Islamic finance, Islamic bond, sukuk, descriptive

analysis, synthesis analysis environmental finance,
Scopus database

JEL Classification G19, Q56, R11

INTRODUCTION

Climate change has a negative impact on development and is increas-
ing global inequality. All developed and emerging emitters must re-
duce their emissions and prepare for the implications of climate
change (Suroso et al., 2022). With declining environmental quality,
rising social disparity, and climate change, international events fo-
cused on environmental viability and health (Arsandrie & Widayanti,
2018; Karina, 2019). Climate change complicates everything. Long-
term climate change will stress and test development because it con-
sumes resources from people, firms, and governments that should
have been used for development (Suherman et al., 2019). In financ-
ing climate change issues, a country needs to prepare many varied
financing sources, both domestic and foreign (Muchtar et al., 2012).
Environmental preservation has penetrated economic fields such as
green marketing and environmentally friendly consumption behavior
(Fatchurrohman, 2006; Wiyadi, 2015).
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The basic purpose of the Islamic financial sector is to accomplish long-term benefits and always be with-
in activities that benefit the people (Karina, 2019). Due to environmental contamination and damage,
the Islamic finance industry based on the environment and sustainable development is anticipated to be
one of the societal solutions (Purnamawati, 2013). The Islamic bond, often known as a sukuk, is one of
the most recently developed financial instruments (Fadzlurrahman & Abubakar, 2019; Sial et al., 2022).
Sukuk has become a crucial tool for raising funding in global financial markets via Sharia-compliant
arrangements (Rani et al., 2022).

With increasing global action on climate change, green finance, such as green sukuk, is receiving sig-
nificant attention in the recent literature (Zhang et al., 2019). Green sukuk investment products still
have many development limitations and need evaluation to see the improvement gaps. Given the im-
portance and great potential for green sukuk, this study answers how much can be known about green
sukuk in terms of development trends in the number of publications, opportunities for development,

and evaluation.

1. LITERATURE REVIEW

Green finance advocates integrating environmen-
tally responsible company practices and finan-
cial decision-making (Hoshen et al., 2017). Green
bonds are a type of fixed-income security that can
be taxed or exempt from taxation depending on
whether the funds raised are used for environ-
mentally friendly or sustainable projects (Ehlers
& Packer, 2017). Green bonds work the same way
as conventional bonds in pricing, rating, process-
ing, and execution (Abakah et al., 2023; Dervi,
2021). Following the Paris Agreement on Climate
Change terms from 2015, the green bond market
is anticipated to emerge soon. Green bonds are
among the most commonly used sustainable in-
vestment tools (Cortellini & Panetta, 2021). The
difference is that conventional bonds aim to ob-
tain loans as additional capital followed by interest
or returns for the investor within a predetermined
period. In contrast, green bonds focus more on
raising investment funds for environmentally
friendly projects.

On the other hand, green sukuk is an innovation
from the sukuk itself. It uses Sharia principles;
funds from investors or companies are allocat-
ed to develop halal and environmentally friend-
ly products (Rohman, 2017). Several sustainable
and environmentally friendly development could
be projects such as biogas generators, wind farms,
solar energy, inland/marine waste management,
ecosystem or natural resource management effi-
ciency agriculture, construction of energy-effi-
cient buildings, and other similar businesses that
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benefit the natural environment or reduce the risk
of change climate problems such as global warm-
ing (Dervi, 2021; Karina, 2019).

Since 2016, the Indonesian Ministry of Finance has
begun budget execution for initiatives to mitigate
the effects of climate change and adapt to them
through green sukuk funds (Ministry of Finance
of the Republic of Indonesia, 2019). In addition,
the government of Indonesia has also issued green
sukuk, which have received a medium green rat-
ing from the Center for International Climate and
Environmental Research (CICERO) (Ministry of
Finance of the Republic of Indonesia, 2019).

Molina-Azorin et al. (2009) conducted a literature
study on the positive influence of green manage-
ment on financial performance. Malhotra and
Thakur (2020) and Zhang et al. (2019) also carried
out bibliometric studies, showing the development
of green finance studies. Whereas Cheong and
Choi (2020) surveyed the latest literature on green
bonds, and Verma and Agarwal (2020) discussed
the prospects of these bonds in India.

Through a literature review, Rapi et al. (2021) and
Saleem and Khan (2021) identified and investi-
gated the background and issues relevant to the
opportunities for developing green finance in the
future. Similarly, Cortellini and Panetta (2021)
conducted an in-depth analysis of the published
research on the green bond market and the role
that environmentally responsible investing plays
in reconfiguring financial markets and maintain-
ing economic viability.

http://dx.doi.org/10.21511/ee.14(1).2023.06



Khamis and Nobanee (2021) and Ozili (2022) con-
sidered that green finance is exposed to many diffi-
culties, roadblocks, and limitations involved in im-
plementing green finance among various parties. It
is aligned with Gilchrist et al. (2021), who analyzed a
comprehensive literature review on corporate, share-
holder, and stakeholder engagement concerning
green bonds and loans. The constraints of emerg-
ing green finance were discussed, and new strate-
gies for environmentally responsible investing were
suggested.

Fathihani et al. (2021) demonstrated that the gov-
ernment is essential in providing green finance
in all business sectors, including industrial and
non-industrial, by setting economic conditions
conducive to the goal. Oktasari et al. (2021) also
discussed the role and government policies related
to green finance in realizing green transformation
in company performance. Behind the studies that
focus on government and sustainable investment,
Ntsama et al. (2021) addressed the social and eco-
nomic advantages of a green economy for low and
middle-income countries, which are countries with
financial markets that cannot be compared to those
of aftluent ones.

Using two methods, Dervi (2021) analyzed sustain-
able business models and social and environmental
projects. This is the first to use quantitative statistical
methods and conduct a bibliometric evaluation of
the literature, covering a period of 1981-2019 and in-
cluding the 130 most recent publications from 2020
to 2021. Second, it provides sharia-compliant ethical
solutions by employing the Islamic finance model,
specifically the Musyarakah and Ijarah financing
model, for waste management in impoverished na-
tions like Pakistan. Using this template, regulators
might consider providing investors with workable
options that comply with Sharia law.

Lanzara (2021) studied bibliometrics from 21 years
of topical literature to assess SDGs impact on
Islamic finance discussions. This study maps all rel-
evant studies and evaluates how a study on Islamic
finance and social development goals was undertak-
en, demonstrating the relationship between Islamic
money and social effect with a qualitative method.

Paltrinieri et al. (2023) employed the HistCite
and VOSviewer tools for bibliometric citation and

http://dx.doi.org/10.21511/ee.14(1).2023.06
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content analysis and looked at 80 sukuk studies
published between 1950 and 2018. They featured a
network of co-authorships and highlighted three
distinct areas of research: an introduction to and
growth of sukuk; the theory of sukuk and finance;
and the behavior of stock markets. Rahman et al.
(2020) explored and classified the SRI sukuk liter-
ature in a systematic way to offer a comprehensive
guide. Similar to previous studies, this study used
bibliometric analysis of the period 1970-May 2019.
The analysis showed the literature on SRI sukuk
with three groups:

1) SRI sukuk characteristics;
2) SRI sukuk competitiveness; and
3) SRI sukuk determinants.

The study revealed that the study on SRI Sukuk
greatly collaborates between Malaysia, Australia,
and the United States, but the numbers are small.

Uluyol (2021) considered five different parts of
Sukuk. It is possible to gain a comprehensive un-
derstanding of sukuk by focusing on the following
five primary areas:

1) the structural and fundamental differenc-

es between conventional bonds and Islamic
bonds;

2) empirical research on sukuk;

3) the choice between issuing conventional
bonds or sukuk;

4) Sharia and sukuk legal issues; and
5) the pricing of sukuk (Uluyol, 2021).

Based on the literature survey, most of the re-
search on sukuk has been done through empir-
ical studies, while basic research on sukuk has
been mostly ignored. Green sukuk is one of the
newest innovative products in the Islamic finance
sector (Abdullah & Keshminder, 2022; Alam et
al.,, 2016; Alsmadi & Alzoubi, 2022). Abubakar
and Handayani (2020) applied normative legal
analysis to green sukuk as alternative project fi-
nance for Indonesian green infrastructure devel-
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opment. They found that Indonesia used green
sukuk to fund green infrastructure development
and recommended a legal framework for green
sukuk. From prior investigations, Mujizat (2021)
identified that green bonds and green sukuk fi-
nancial flow hurdled to renewable energy power
projects. The report also identifies two primary
barriers: ministry cooperation and local govern-
ment capacity.

Fitrah and Soemitra (2022) showed that the green
sector financed by sovereign green sukuk funds
follows maqashid sharia within five aspects: pro-
tecting religion, soul, mind, offspring, and proper-
ty. They also noted that investors, such as the gov-
ernment and the UN, are becoming more envi-
ronmentally conscious, which could lead to green
sukuk issuance.

In contrast to previous studies that used litera-
ture analysis, Alsmadi and Alzoubi (2022), Yu et
al. (2021), Zhang et al. (2022), and Ziabina and
Pimonenko (2020) used a bibliometric analysis
that discusses green finance but has not explicit-
ly discussed green sukuk. Many researchers have
also studied sukuk literature in the form of bib-
liometrics and demonstrated the potential for
green sukuk (Paltrinieri et al., 2023; Rahman et al.,
2020). There have been several studies conducted
on green sukuk. However, they were still focused
on initially conceptualizing this new type of
Sharia-based financing (Abubakar & Handayani,
2020; Dervi, 2021; Mujizat, 2021; Rohman, 2017;
Uluyol, 2021). Given the potential suitability of
green sukuk with Islamic principles (Fitrah &
Soemitra, 2022) and a bright future for green
bonds (Cortellini & Panetta, 2021), this study ad-
dresses a void in the existing literature by provid-
ing a comprehensive analysis of previous articles
regarding green sukuk in terms of its model devel-
opment, opportunities, challenges, and evaluation.

Unlike Keshminder et al. (2022), who used the
green taxonomy method in projecting the sys-
tem classification consisting of a list of environ-
mentally friendly economic activities, the analysis
still needs more interest. The green sukuk market
needs help finding green assets from projects like
transportation, farmland, and preventing disas-
ters that can be used to back green sukuk. There are
some limitations to transparency in Indonesia’s fi-
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nancial and greenhouse gas (GHG) accounting
systems regarding climate change tackling and
green sukuk accountability requirements. Raeni et
al. (2022) reported that before the issuing of green
sukuk, the Indonesian government employed “cli-
mate tagging” in their budgeting and planning to
keep track of actions that helped mitigate the con-
sequences of climate change and helped people ad-
just to them. This was done prior to the issuance
of green sukuk. Some researchers use climate tag-
ging to generate climate accounting items, making
climate obligations more manageable in terms of
budget and planning accounts (Raeni et al., 2022).

Creating green bonds has shown to be a success-
ful vehicle for developing green finance, and their
popularity has been growing. Liu and Lai (2021)
disclosed that the growth of green sukuk has al-
so helped to promote the domestic Islamic finan-
cial sector, one of which is in Malaysia, and has
boosted Kuala Lumpur’s position as an innovative
hub for Islamic banking and finance. Abdullah
and Keshminder (2022) demonstrated that factors
such as legitimacy, competitiveness, and environ-
mental responsibility play a significant role in the
issuance of green sukuk in Malaysia. These find-
ings are consistent with those obtained from the
CER model and those gained from earlier inves-
tigations on green bonds. It was also found that
legitimacy and competition play a big role in issu-
ing green sukuk, whereas ecological responsibility
will develop after the process.

Besides that, Keshminder et al. (2019) explained
that the interest rate charged by banks for issuing
sukuk is much lower than that of conventional
loans. Sukuk is also not exposed to fluctuations
in interest rates. They offer guaranteed certainty
in the long term because their profit levels do not
follow changes in interest rates. Therefore, green
sukuk is considered a better choice compared to
conventional loans.

Alam et al. (2016) demonstrated that the fast-grow-
ing global sukuk market might fund green energy
and environmentally benign initiatives in devel-
oped Islamic countries. Between late 2007 and
early 2009, the sukuk market faltered due to the
Shariah compliance debate and the current crisis
of the world’s economies, raising borrowing costs
and eroding investor confidence.

http://dx.doi.org/10.21511/ee.14(1).2023.06



Siswantoro (2018) revealed that the value of
Indonesian green sukuk declined until November
2018. Early in February 2019, they initiated an
above-average price hike. The Indonesian govern-
ment issued a second bond in 2019, and due to the
anticipation of many investors, the second sale
was also successful. The initial issuance of green
sukuk was successful; therefore, the government
decided to issue a second bond.

Besides that, Giiglii (2019) explained that several
countries with the highest number of green bonds
in 2018, including the United States, China, and
France, were at the top, contributing 47% of glob-
al green bond issuance. In 2018, US green bond
issuance amounted to USD 34.1 billion, China
USD 30.9 billion, and France USD 14.2 billion.
Islamic finance lags behind its conventional coun-
terparts in green investing, but its development
in recent years has been promising. The most un-
stable market comprises Islamic stocks, conven-
tional stocks, bonds, and green sukuk (Narayan
et al., 2022). Islamic stocks are included in the
conventional stock market, which is also the most
volatile (Narayan et al., 2022). During the quali-
ty war, investors moved their money away from
riskier assets (such as conventional and Islamic
shares) and toward assets with lower levels of risk
(such as sukuk and green sukuk) (Narayan et al.,
2022). During the COVID-19 pandemic, there is
substantial evidence that the volatility increased
over time and was higher than usual (Narayan et
al., 2022). Oktaviani et al. (2018) mentioned that
green sukuk would most likely be successfully im-
plemented in Indonesia.

Instruments, techniques, tactics, and procedures
for producing money, minimizing future expens-
es, offering greater conservation, and aligning
spending to be more efficient could be included
in financial solutions for preserving biodiversity
(Oktaviani et al., 2018). Whereas Santoso (2020) re-
vealed that to support the climate change program,
green sukuk issued are prioritized to finance gov-
ernment projects that directly or indirectly con-
tribute to achieving the SDGs agenda. There are
several challenges faced by green sukuk, which
have high development potential. Keshminder et
al. (2019) claimed that the green sukuk market
was plagued by a weak green taxonomy, difficulty
in identifying green assets, time-consuming and

http://dx.doi.org/10.21511/ee.14(1).2023.06
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expensive procedures, a lack of attractive incen-
tives, and an increased risk profile. Green sukuk
concerns can help renewable energy sector, such
as energy efliciency, decreased risk of natural dis-
asters, sustainable transportation, waste manage-
ment of natural resources, environmentally re-
sponsible tourism and construction, and sustaina-
ble agriculture (Santoso, 2020). Another challenge
of green sukuk is disclosed by Raeni et al. (2022)
with gas emissions validation procedure that sup-
ports climate tagging in financial accounting sys-
tems. Even if it does not match green sukuk’s ac-
countability, climate labeling creates additional
climate-related visibility and opportunity (Raeni
et al., 2022).

Green sukuk or green bonds that are already run-
ning must have several evaluations in their perfor-
mance; Siswantoro and Surya (2021) demonstrat-
ed that the price performance of Indonesian green
bonds gradually dropped from the first day of issu-
ance to the 73rd due to the devaluation of US dol-
lar-denominated Rupiah bonds, which were unfa-
vorable. The EUR-USD ratio was added for com-
parison. Narayan et al. (2022) also observed that
green sukuk returns fell sharply during the plague
but recovered during the pandemic. Conditional
correlations and volatility are varied because asset
prices react differently to COVID-19 phases.

According to Giiglii (2019), another critical issue
is the lack of consensus on green sukuk standards.
Keshminder et al. (2022) stated that the sukuk sup-
ply is constrained by green project diversification.
Companies must follow the Security Commission
framework to get a green-label SRI sukuk for fi-
nancing. Green and normal sukuk offer similar
rates of return due to the premature market, but
gaining a green label is tedious, expensive, and
has no clear benefits. Liu and Lai (2021) also noted
that Green Bond Principles (GBP) requirements
are not precise, and best practices like an external
review or consistent annual reporting methodolo-
gy. The alignment of GBP does not guarantee that
information will be disclosed in a manner that is
accurate, credible, and consistent. External exam-
iners cannot rescind GBP’s “green” label if they
challenge its green credentials. The issuer employs
external reviewers, creating a patronage relation-
ship that may reduce worries about the bond’s
green credentials.
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One evaluation by Giigli (2019) is that because
green sukuk is a new product, there is a signifi-
cant lack of investor awareness, so this shortage
results in low liquidity. Differently, Siswantoro
(2018) stated that except for Poland, Indonesia’s
first green sukuk did not outperform other green
bonds, including those issued by France, Belgium,
and the Netherlands. However, the yield-to-matu-
rity (YTM) performance of the second Indonesian
green bond is superior to the first but still inferior
to the Belgian green bond (Siswantoro, 2018). This
finding by Siswantoro (2018) shows that the per-
formance of the second Indonesian green sukuk
was superior to that of the first.

Keshminder et al. (2019) remarked that Malaysia
must establish a resilient green ecosystem where all
stakeholders, including the public, understand cli-
mate challenges, green initiatives, and their dangers
in fighting for green sukuk. Government engage-
ment is needed since green sukuk is new and needs
government actions and support (Keshminder et al.,
2019). Karim and Naeem (2022) revealed that global
variables are responsible for determining the links
between green, Islamic, and conventional financial
markets, with stronger commitment fragmentation
depicted by implied volatility in stock prices, en-
ergy prices, and gold prices. In contrast, relative-
ly lesser commitment fragments are reported for
the currency and bond markets. Indonesian green
bonds substantially correlate to EUR/USD, where-
as conventional bonds correlate more significantly.
The USD green bond may closely track the EUR in-
dex against USD. Since investors are profit-driven,
climate change may be ignored. Discussing investor
green quality issues will be intriguing (Siswantoro
& Surya, 2021).

This paper aims to study and systematize publi-
cations about green sukuk during 2016-2022 to
explain the emergence and development of green
sukuk investments.

2. RESULTS

The descriptive analysis explains the study of
green sukuk data quantitatively by year. Figure
1 presents a graph depicting the increase in the
number of publications on research about green
sukuk over time. Study on green sukuk shows an
increase in the number starting in 2018 and 2019,
but in 2020 it decreased. In 2021 and 2022, stud-
ies on green sukuk increased, and there is a peak
number of publications of 5 articles, which is pre-
dicted to continue to increase.

The synthesis analysis explains the study of green
sukuk data qualitatively based on the development
of models, opportunities, challenges, and evalua-
tions of green sukuk. In the developing aspect, the
research model conducted by Morea and Poggi
(2017) using analytical methods with indicators
such as net present value (NPV), internal rate
of return (IRR), weighted average cost of capital
(WACCQC), annual debt service cover ratio (ADSCR),
and annual loan life cover ratio (ALLCR). Morea
and Poggi (2017) show that using Islamic finance
leads to better bankability signs, bringing the cur-
rent situation closer to a state where a project can
be profitable.

A thorough analysis of the prior research perti-
nent to this subject was carried out as part of this
study. This method can, in addition to contribut-

Documents by year

O B N W b~ U1 O

2015 2016 2017 2018

2019

2020 2021 2022 2023

Figure 1. Publication trends about green sukuk by year
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ing to the achievement of the goal of this study,
demonstrate the extent to which the research has
been conducted and give an overview of the areas
in which the research differs from previous efforts
and calls for a greater level of discipline. In addi-
tion, this inquiry was outfitted with the PRISMA
(Preferred Reporting Items for Systematic Review
and Meta-Analyses) standard, which was used to
choose samples for this investigation.

The literature on green sukuk can be divided in-
to four main themes: development models, op-
portunities, challenges, and evaluation of exist-
ing products from green sukuk, as illustrated
in Tables 1 and 2. Various researchers developed
various approaches to making product models
from green sukuk. For example, Morea and Poggi
(2017) developed a net present value analysis to
decide whether a green sukuk project is accept-
ed. Meanwhile, the multivariate regression model
on green sukuk was developed by Narayan et al.
(2022) and Karim and Naeem (2022). The emer-
gence of green sukuk, which is still relatively new,
motivated Keshminder et al. (2022) to conduct
studies based on expert opinions that encourage
the strengthening of green taxonomy in green
sukuk products.

Environmental Economics, Volume 14, Issue 1, 2023

On the theme of opportunities and development
of green sukuk, several green sukuk studies focus
on environmentally friendly and sustainable pro-
grams (Abdullah & Keshminder, 2022; Morea &
Poggi, 2017; Santoso, 2020). In addition to envi-
ronmentally friendly programs, support and in-
novation from financial institutions and financial
markets are also a study of green sukuk (Karim &
Naeem, 2022; Raeni et al., 2022). The challenges of
green sukuk products have also not escaped the
attention of researchers in terms of the response
of financial market agents (Morea & Poggi, 2017),
competitiveness (Abdullah & Keshminder, 2022),
and global demand (Alam et al., 2016).

Considering the last theme in the green sukuk
study, the researchers evaluated the journey of
green sukuk, including vagueness (Liu & Lai, 2021)
and the fragment commitment of green sukuk
principles (Karim & Naeem, 2022). Keshminder
et al. (2019) showed the sukuk with the need for
more involvement from the government, and
Keshminder et al. (2022) highlighted the techno-
logical risks of green sukuk. Furthermore, there
is a need for support in incentives for green sukuk
financing projects (Morea & Poggi, 2017) to in-
crease investor awareness (Gulii, 2019).

Table 1. Green sukuk synthesis in model development and opportunity

Source of literature

Model development

Development and opportunity

Morea and Poggi (2017)

‘Net present value (NPV) analysis method

| Continued investment in the wind energy sector

e Aninnovative form of green financial
instrument

e Modification of financial accounting systems
through climate tagging

¢ An innovative center for Islamic banking and
i finance

Green project financing

Interest rate fluctuations

Environmentally friendly project

‘The Euro has a high correlation with green
i sukuk

Guclii (2019) -

Issuance of green bonds

correlation (MGARCH—- DCC)

Model multivariate generalized autoregressive
conditional heteroscedastic dynamic conditional

e COVID-19 pandemic phase
e Risky assets and less risky assets

e Biodiversity finance initiative
i e Biodiversity and ecosystem services network

Santoso (2020) -

Climate change program

The decline in the price of sukuk

*w

Karim and Naeem (2022)

e Vector Autoregressive (VAR)

e Improvement of financial market connectivity
e Sustainable market potential

http://dx.doi.org/10.21511/ee.14(1).2023.06
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Table 2. Green sukuk synthesis in challenge and evaluation

Source of literature Challenge

Evaluation

Morea and Poggi (2017) « Professional

¢ Effective interaction of economic agents

Incentives to achieve network parity

Keshminder et al. (2022) -

i e Space gas emission validation

i e Conservatory gas accounting system

Liu and Lai (2021) -

Abdullah and Keshminder

(2022) : Competitiveness and legitimacy

Bad green taxonomy

Developing global demand

Sustainable development (SDGs)

i » Depreciation of currency
i e Issues of climate change

i Consensus on green sukuk standards

ie Low liquidity
i e |nvestor awareness

Global crisis and pandemic

Biodiversity funding

i contribution

i Achievement of the SDGs agenda, sector

e Trading volumes
¢ Global financial uncertainty in the
cryptocurrency market.

Karim and Naeem (2022)

e Green sukuk commitment fragment
¢ Global factors

3. DISCUSSION

Research and measurement models for greenness
(environmental friendliness) on financing are still
being discussed and developed. Further study on the
development side of the model is not only in green
taxonomy or climate tagging. After COVID-19, it is
necessary to develop and enlarge the sample and de-
termine if the results remain the same and if green
sukuk continues to increase in terms of being en-
vironmentally benign and sustainable in terms of
development. Robust estimation techniques such
as Markov switching dependency models, time-fre-
quency models, and dynamic connectedness ap-
proaches are recommended (Abakah et al., 2023).

A study on the development and opportunities of
green sukuk has more influence on green finance
and domestic and global Islamic financial markets.
Green sukuk has limitations in the financial ac-
counting system and GHG (greenhouse gases) valu-
ation. This deficiency in its management necessitates
the establishment of a new accounting object that
provides a granular link between financial data and
GHG accounting. The current accounting system is
reused by developing a green sukuk accounting ob-
ject, which tries to link the equal dispersal of mon-
ey with social and environmental advantages, most
prominently represented by emission reductions in
greenhouse gases (Raeni et al., 2022).
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Opportunities from green sukuk are more domi-
nated by biodiversity and climate change and in-
volve government projects to achieve the SDGs
agenda. A green sukuk study would be more fas-
cinating if it included sukuk issuers and sukuk ex-
perts from other green sukuk-dominant nations
to quantify the hurdles and comprehend the gov-
ernment’s activities to assure resilience growth in
the sukuk market. Future studies are anticipat-
ed to generate findings that can be used to cre-
ate a comprehensive growth framework for green
sukuk that can be adopted internationally to stim-
ulate more green funding to address environmen-
tal challenges (Narayan et al., 2022).

A study on research facing issues and assessments
in the green sukuk market is focused on finding
solutions to difficulties in identifying green as-
sets, managing the renewable energy sector, and
the GHG energy validation procedure. The green
stock market reaction further requires cooper-
ation between different sectors of the economy.
Investors and businesses are responsible for pro-
moting sustainable development and the use of re-
newable energy, as well as enhancing the quality
of existing green assets for the benefit of current
and future generations. This condition can be ac-
complished by issuing green bonds with strong
brand values tied to eco-friendly projects (Verma
& Bansal, 2023).

http://dx.doi.org/10.21511/ee.14(1).2023.06
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CONCLUSION

This study aims to show the development trend of the number of publications in green sukuk and
systematize the results of studies that explain the development and evaluation of the emergence of
green sukuk investments. This study obtained documents regarding green sukuk from 2016 to 2022.
Downloads were carried out by taking the abstracts of each article. 15 publications were final numbers
to be analyzed. Green sukuk studies are improving in the number of articles from year to year, and it
peaked at five articles in 2021 and 2022.

Green sukuk literature covers development methods, opportunities, obstacles, and product evaluation.
Researchers created green sukuk product models in various ways, including net present value analysis
and multivariate regression model for green sukuk. Green sukuk research on possibilities and devel-
opment emphasizes ecologically friendly and sustainable initiatives. These studies also examined the
response of financial market agents, competitiveness, and worldwide demand for green sukuk products.
Evaluation of green sukuk can be pointed at the vagueness and fragment commitment to green sukuk
principles. A green sukuk study would be more interesting if it included issuers and experts from other
green sukuk-dominant nations to quantify the challenges and understand the government’s actions to
ensure resilience growth in the market: green sukuk issuers and specialists.

Future studies should produce a comprehensive growth strategy for green sukuk that may be imple-
mented internationally to increase green funding to address environmental issues. Research must ad-
dress concerns in identifying green assets, managing the renewable energy sector, and validating GHG
energy. The green stock market reaction necessitates more economic collaboration than what has existed.
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