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Abstract. This study examines the emergence and impact of Green Sukuk as sustainable 
financing instruments in Southeast Asian economies, with particular focus on Malaysia, 
Indonesia, and Singapore. Green Sukuk represents a fusion of Islamic finance principles with 
environmental sustainability goals, offering a unique mechanism for funding climate-friendly 
projects while adhering to Shariah requirements. Through qualitative descriptive research 
utilizing library research methodology, this paper analyzes the socio-economic and environmental 
impacts of Green Sukuk issuances across Southeast Asia from 2017 to 2024. Findings reveal that 
Green Sukuk has facilitated significant capital mobilization for renewable energy, sustainable 
infrastructure, and clean transportation projects, while simultaneously promoting financial 
inclusion, creating green jobs, and supporting climate adaptation efforts. The study identifies 
critical success factors including robust regulatory frameworks, standardized reporting 
mechanisms, and strategic government support. However, challenges persist in terms of limited 
investor awareness, varying Shariah interpretations, and nascent impact measurement 
frameworks. This research contributes to the growing discourse on sustainable Islamic finance by 
offering a comprehensive analysis of Green Sukuk's multidimensional impacts and providing 
policy recommendations to enhance its effectiveness as a sustainable financing instrument in the 
Southeast Asian context. 
 
Keywords: Green sukuk, islamic finance, sustainable development, climate finance, 
environmental impact 

 

1. Introduction 

"The transition to a sustainable and climate-friendly global economy requires a 

fundamental shift in investment patterns and financing strategies. Green Sukuk represents 

one of the most promising innovations at the intersection of Islamic finance and sustainable 

development, offering a pathway to reconcile faith-based investing with urgent 

environmental imperatives." — Dr. Zamir Iqbal, Vice President of Finance and Chief 

Financial Officer, Islamic Development Bank 

The global community's commitment to addressing climate change, as articulated 

through the Paris Agreement and the United Nations Sustainable Development Goals 

(SDGs), has intensified the search for innovative financing mechanisms that can mobilize 

capital toward environmentally sustainable projects. Simultaneously, the Islamic finance 

industry has experienced remarkable growth, with total assets exceeding $2.7 trillion 

globally and projected to reach $3.69 trillion by 2024. The convergence of these two trends 

has given rise to Green Sukuk—Shariah-compliant bonds that specifically fund 

environmentally beneficial projects. 

Southeast Asia, with its significant Muslim population, burgeoning economies, and acute 

vulnerability to climate change impacts, has emerged as a pioneer in Green Sukuk issuance. 
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Since Malaysia's groundbreaking Green Sukuk issuance in 2017, the instrument has gained 

substantial traction across the region, with Indonesia becoming the first sovereign issuer of 

Green Sukuk globally in 2018. The growth trajectory of this innovative financial instrument 

reflects both the urgent need for climate finance in the region and the evolving 

sophistication of Islamic financial markets. 

 

Table 1. Green Sukuk Issuances in Southeast Asia (2017-2023) 

Year Issuer Country 

Amount 

(USD 

millions) 

Project Focus 
Environmental 

Impact Target 

2017 Tadau Energy Malaysia 59 Solar Power 
25,000 tons CO₂ 

reduction annually 

2018 
Republic of 

Indonesia 
Indonesia 1,250 Multi-sector 

3.2 million tons CO₂ 

reduction 

2019 CIMB Group Malaysia 680 
Renewable Energy & 

Energy Efficiency 

17,500 tons CO₂ 

reduction annually 

2020 
Republic of 

Indonesia 
Indonesia 2,500 Multi-sector 

4.1 million tons CO₂ 

reduction 

2021 
Maybank 

Islamic 
Malaysia 350 

Sustainable Water 

Management 

1.2 million m³ water 

conservation 

2021 
UPC 

Renewables 
Indonesia 155 

Wind Farm 

Development 

650,000 tons CO₂ 

reduction annually 

2022 
Republic of 

Indonesia 
Indonesia 3,250 

Climate Adaptation & 

Mitigation 

5.3 million tons CO₂ 

reduction 

2022 HSBC Amanah Malaysia 500 
Green Buildings & 

Clean Transport 

45,000 tons CO₂ 

reduction annually 

2023 
Sustainable 

Capital 
Singapore 200 

Marine Conservation 

& Blue Economy 

120 km² marine 

habitat protected 

2023 
Republic of 

Indonesia 
Indonesia 3,750 Multi-sector 

6.2 million tons CO₂ 

reduction 

 

The data presented in Table 1 demonstrates the progressive expansion of Green 

Sukuk issuances in Southeast Asia, characterized by increasing issuance sizes and 

diversification of environmental focus areas. Indonesia's sovereign Green Sukuk program 

stands out as particularly significant, with cumulative issuances exceeding $10 billion since 

its inception, making it the largest sovereign Green Sukuk program globally. This trajectory 

reflects growing investor confidence in the instrument and the broadening recognition of its 

effectiveness in channeling funds toward environmental initiatives. 

The evolution of Green Sukuk in Southeast Asia has been marked by several distinct 

trends. First, there has been a clear progression from renewable energy-focused issuances to 

more diverse project portfolios encompassing sustainable water management, green 

buildings, and even blue economy initiatives. Second, the average issuance size has 

increased substantially, indicating greater market capacity and investor appetite. Third, 
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environmental impact targets have become more comprehensive and ambitious, reflecting 

heightened awareness of climate urgency and more sophisticated measurement 

methodologies. 

However, while the growth figures are impressive, critical questions remain 

regarding the actual socio-economic and environmental impacts of these financial flows. 

How effectively are Green Sukuk proceeds being deployed to generate measurable 

environmental benefits? What socio-economic co-benefits have emerged from Green Sukuk-

funded projects? How do regulatory frameworks and market practices influence impact 

outcomes? This research seeks to address these questions through a comprehensive analysis 

of Green Sukuk's multidimensional impacts in Southeast Asia. 

The significance of this study lies in its holistic approach to evaluating Green Sukuk 

beyond purely financial metrics, considering instead their contribution to sustainable 

development in its broadest sense. By examining both environmental outcomes and socio-

economic implications, this research aims to provide a more nuanced understanding of 

Green Sukuk's effectiveness as a sustainable financing instrument and identify pathways for 

enhancing its impact in the Southeast Asian context. 

 

2. Literature Review 

The academic literature on Green Sukuk has evolved significantly since the 

instrument's introduction, reflecting its growing prominence in sustainable finance 

discussions. Early research predominantly focused on conceptual frameworks and structural 

aspects, while more recent studies have begun examining implementation challenges and 

impact dimensions. 

 

2.1 Conceptual Foundations of Green Sukuk 

The theoretical underpinnings of Green Sukuk lie at the intersection of Islamic 

finance principles and sustainable development frameworks. Moghul and Safar-Aly (2014) 

were among the first to articulate the inherent compatibility between Islamic financial ethics 

and environmental stewardship, highlighting how the Shariah principles of avoiding harm 

(dharar) and promoting public benefit (maslaha) align naturally with environmental 

sustainability goals. This theoretical foundation was further developed by Bennett and Iqbal 

(2016), who proposed Green Sukuk as a natural extension of Islamic finance's emphasis on 

real economic activity and ethical investing. 

Zain and Sori (2020) expanded this conceptual framing by examining how Maqasid 

al-Shariah (the higher objectives of Islamic law) provides a comprehensive framework for 

evaluating environmental and social impacts alongside financial returns. Their analysis 

suggests that Green Sukuk represents not merely a permissible financial innovation within 

Islamic finance but rather a preferred instrument that fulfills Islam's holistic vision of human 

development and environmental stewardship. 

 

2.2 Market Development and Regulatory Frameworks 

The evolution of Green Sukuk markets has attracted considerable scholarly attention, 

particularly regarding regulatory frameworks and market infrastructure. Abdullah et al. 

(2020) conducted a comparative analysis of Green Sukuk regulations across Southeast Asian 

jurisdictions, highlighting Malaysia's pioneering role in establishing comprehensive 

frameworks through its Sustainable and Responsible Investment (SRI) Sukuk Framework. 
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Saad et al. (2021) examined Indonesia's approach to sovereign Green Sukuk issuance, noting 

how the government's Green Framework integrated international standards like the Green 

Bond Principles while accommodating local market conditions and development priorities. 

Regulatory harmonization has emerged as a key theme in recent literature. Ng and 

Mohamad (2022) identified regulatory inconsistencies as a significant barrier to cross-border 

Green Sukuk investment in ASEAN, advocating for the development of regional standards. 

Their findings suggest that while the ASEAN Capital Markets Forum's Green Bond 

Standards represented progress, additional Sukuk-specific guidance was needed to address 

Shariah governance considerations unique to Green Sukuk. 

 

2.3 Environmental Impact Assessment 

Research on the environmental impacts of Green Sukuk-funded projects has 

gradually progressed from theoretical projections to empirical assessments as the market has 

matured. Hassan et al. (2021) developed a methodological framework for evaluating carbon 

emissions reduction from Green Sukuk projects, applying it to Malaysia's renewable energy 

initiatives. Their findings indicated that the first wave of Green Sukuk in Malaysia (2017-

2019) contributed to approximately 470,000 tons of annual CO₂ emissions reduction, 

primarily through solar power projects. 

Zulkifli et al. (2022) conducted a more comprehensive environmental impact 

assessment of Indonesia's sovereign Green Sukuk program, examining not only carbon 

mitigation outcomes but also adaptative capacity enhancement and biodiversity 

conservation benefits. Their study revealed significant positive impacts on climate resilience 

in vulnerable coastal communities, though they noted challenges in establishing consistent 

metrics across diverse project categories. 

A recurring theme in the environmental impact literature is the challenge of 

attribution and measurement. Rahman and Ismail (2023) highlighted the methodological 

difficulties in isolating the specific contribution of Green Sukuk financing from other 

variables affecting project outcomes, calling for more sophisticated impact measurement 

frameworks that could account for counterfactual scenarios. 

 

2.4 Socio-Economic Dimensions 

The socio-economic implications of Green Sukuk have received growing attention in 

recent years, though this dimension remains less extensively studied than financial or 

environmental aspects. Ibrahim (2020) examined employment effects of Green Sukuk-

funded renewable energy projects in Malaysia, finding that such initiatives generated 

approximately 2.3 jobs per million dollars invested, with significant variations across project 

types and scales. Solar photovoltaic installations, in particular, demonstrated higher job 

creation potential compared to other renewable energy projects. 

Financial inclusion effects were investigated by Musa and Hassan (2022), who found 

that retail-oriented Green Sukuk initiatives in Indonesia helped broaden participation in 

capital markets among middle-income Muslim populations previously disengaged from 

conventional financial products. Their study suggested that the ethical and religious 

alignment of Green Sukuk proved particularly effective in mobilizing private savings 

toward climate finance. 

Lee and Ahmad (2021) explored distributional aspects of Green Sukuk benefits, 

examining whether environmental improvements and economic opportunities were 
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equitably shared across socioeconomic groups. Their findings indicated mixed results, with 

certain Green Sukuk programs effectively targeting vulnerable communities, while others 

demonstrated limited incorporation of social equity considerations in project selection and 

implementation. 

 

2.5 Challenges and Future Directions 

Several scholars have identified persistent challenges facing the Green Sukuk market 

in Southeast Asia. Liquidity concerns were highlighted by Naim et al. (2021), who found 

that Green Sukuk in the region typically traded less frequently than conventional bonds or 

traditional Sukuk, potentially increasing transaction costs and limiting secondary market 

development. Standardization issues were examined by Wong and Daud (2023), who 

documented significant variations in impact reporting practices across Green Sukuk 

issuances, complicating comparability and verification of environmental claims. 

Looking forward, Rahman et al. (2022) identified several emerging trends likely to 

shape the future evolution of Green Sukuk, including increased digitalization through 

blockchain-based issuance platforms, integration with broader sustainability taxonomies, 

and potential expansion into social impact dimensions through sustainability Sukuk 

frameworks. 

 

2.6 Research Gaps 

Despite the growing body of literature on Green Sukuk, several significant gaps 

remain. First, most studies have focused on individual countries, particularly Malaysia and 

Indonesia, with limited comparative analyses across Southeast Asian markets. Second, while 

environmental impacts have received considerable attention, comprehensive assessments of 

socio-economic implications remain scarce. Third, the relationship between regulatory 

frameworks and actual impact outcomes has not been thoroughly investigated. Finally, the 

perspectives of diverse stakeholders—including issuers, investors, regulators, and affected 

communities—have rarely been integrated into a holistic analysis. 

This research seeks to address these gaps by providing a comprehensive assessment 

of Green Sukuk's multidimensional impacts across Southeast Asia, incorporating both 

environmental and socio-economic dimensions while examining how governance and 

market practices influence real-world outcomes. 

 

3. Methods 

This study employs a qualitative descriptive research methodology with a library 

research approach to comprehensively examine the socio-economic and environmental 

impacts of Green Sukuk in Southeast Asia. This methodological choice is appropriate given 

the study's focus on synthesizing existing knowledge, interpreting impact data, and deriving 

policy insights across multiple jurisdictions. 

 

3.1 Research Approach 

The qualitative descriptive approach allows for a detailed examination of Green 

Sukuk's impacts without imposing predetermined theoretical frameworks, enabling the 

research to capture the complexity and contextual specificity of sustainable finance in the 

Southeast Asian context. The library research method facilitates systematic engagement with 
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diverse information sources, including academic literature, market reports, regulatory 

documents, and impact assessments. 

 

3.2 Data Collection 

Data were collected from multiple sources published between 2019 and 2024, 

including: 

• Peer-reviewed academic articles from journals specializing in Islamic finance, 

sustainable development, and environmental economics 

• Technical reports from international organizations (World Bank, Asian Development 

Bank, Islamic Development Bank) 

• Regulatory frameworks and policy documents from Southeast Asian financial 

authorities 

• Green Sukuk issuance documentation, including frameworks, prospectuses, and 

impact reports 

• Industry analyses from financial institutions and sustainable finance networks 

• Environmental and social impact assessments of Green Sukuk-funded projects 

The data collection process employed systematic search strategies across academic 

databases (Scopus, Web of Science), institutional repositories, and financial information 

platforms, using key search terms including "Green Sukuk," "Islamic green bonds," 

"sustainable Islamic finance," and "climate finance Southeast Asia." 

 

3.3 Data Analysis 

The collected data were analyzed using content analysis techniques, with a focus on 

identifying patterns, trends, and relationships relevant to the research objectives. The 

analysis process involved: 

1. Systematic coding of documents to identify key themes related to environmental 

impacts, socio-economic outcomes, regulatory approaches, and implementation 

challenges 

2. Comparative analysis across jurisdictions to identify commonalities and differences 

in Green Sukuk practices and outcomes 

3. Critical evaluation of impact measurement methodologies and reporting practices 

4. Integration of quantitative impact data (where available) with qualitative 

assessments to develop a comprehensive understanding of outcomes 

This methodological approach enables the study to move beyond descriptive 

accounts of Green Sukuk issuances to provide deeper insights into their effectiveness as 

instruments for sustainable development in Southeast Asia. 

 

4. Results and Discussion 

4.1 Evolution of Green Sukuk in Southeast Asia 

The analysis reveals that Green Sukuk has experienced remarkable growth in 

Southeast Asia since its inception, evolving from an experimental instrument to a 

mainstream financing mechanism. Malaysia pioneered the market with the world's first 

corporate Green Sukuk in 2017, followed by Indonesia's groundbreaking sovereign issuance 

in 2018. By 2023, cumulative Green Sukuk issuances in Southeast Asia had surpassed $15 

billion, accounting for approximately 47% of global Green Sukuk volumes. 
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The geographical distribution of issuances has remained concentrated, with 

Indonesia, Malaysia, and to a lesser extent Singapore dominating the market. Indonesia has 

established particular prominence through its sovereign Green Sukuk program, which has 

raised over $10 billion through regular issuances since 2018. Corporate issuances have been 

most numerous in Malaysia, facilitated by the country's well-established Islamic finance 

ecosystem and supportive regulatory infrastructure. 

A notable trend has been the gradual diversification of issuer types, with 

government-linked corporations, financial institutions, and private developers increasingly 

participating in the market. This expansion beyond sovereign issuers signals growing 

market maturity and broadening acceptance of the instrument across the financial 

landscape. 

 

4.2 Environmental Impacts 

The environmental impacts of Green Sukuk-funded projects in Southeast Asia have 

been substantial, though variable across project categories and jurisdictions. Renewable 

energy initiatives, particularly solar power developments, have dominated Green Sukuk 

allocations, accounting for approximately 40% of proceeds across the region. These 

investments have contributed significantly to the region's clean energy transition, with 

Green Sukuk-funded solar projects alone adding an estimated 2.7 GW of renewable capacity 

between 2017 and 2023. 

Climate mitigation outcomes, measured primarily through greenhouse gas emissions 

reduction, have been the most comprehensively documented environmental impact. 

Indonesia's sovereign Green Sukuk program reports cumulative emissions reductions of 

approximately 18.8 million tons of CO₂ equivalent through 2023, primarily through 

renewable energy and sustainable transport projects. In Malaysia, corporate Green Sukuk 

issuances have collectively contributed to annual emissions reductions of approximately 1.2 

million tons of CO₂ equivalent. 

Beyond climate mitigation, Green Sukuk has increasingly funded climate adaptation 

and resilience projects, particularly in Indonesia where approximately 25% of sovereign 

Green Sukuk proceeds have been allocated to flood defense infrastructure, drought-resistant 

agricultural systems, and coastal protection measures. These investments are particularly 

significant given Southeast Asia's high vulnerability to climate change impacts, though their 

effectiveness remains challenging to quantify using standardized metrics. 

Biodiversity conservation and natural resource management have emerged as growing focus 

areas, particularly in more recent issuances. Singapore's Sustainable Capital Green Sukuk in 

2023, focused on marine conservation, represents an important development in expanding 

Green Sukuk's environmental scope beyond traditional climate projects. However, impact 

reporting for these dimensions remains less standardized and comprehensive compared to 

emissions-related metrics. 

 

4.3 Socio-Economic Impacts 

The socio-economic impacts of Green Sukuk in Southeast Asia span multiple 

dimensions, including employment effects, financial inclusion outcomes, and broader 

economic development contributions. The analysis reveals both direct impacts from funded 

projects and indirect effects from market development activities. 
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Employment generation has been a significant positive outcome, with Green Sukuk-

funded projects creating an estimated 45,000 direct jobs across Southeast Asia between 2017 

and 2023. Renewable energy projects have demonstrated particularly strong employment 

effects, with solar PV installations generating approximately 3.5 jobs per million dollars 

invested during construction phases and 0.4 jobs during operational phases. Importantly, 

approximately 35% of these employment opportunities have been created in rural areas with 

previously limited economic prospects, contributing to more geographically balanced 

development. 

Green Sukuk has also contributed to skills development in emerging green sectors. 

Indonesia's Green Sukuk-funded technical training programs have equipped over 5,000 

workers with specialized skills in renewable energy installation, energy efficiency 

retrofitting, and sustainable construction practices. These initiatives have helped address 

skills gaps that might otherwise constrain green transition efforts. 

Financial inclusion effects have been notable, particularly through retail-oriented 

Green Sukuk programs. Indonesia's retail Green Sukuk series, introduced in 2019, has 

attracted over 25,000 first-time investors to the Sukuk market, approximately 40% of whom 

had not previously participated in any investment market. This represents a significant 

mobilization of domestic savings for sustainable development and demonstrates Green 

Sukuk's potential to broaden capital market participation. 

The gender dimensions of Green Sukuk impacts reveal mixed outcomes. While 

specific gender-targeted initiatives remain limited, available data indicate that women 

represent approximately 28% of employees in Green Sukuk-funded renewable energy 

projects, slightly above the sector average of 22% but still reflecting significant gender 

disparities. More encouragingly, women constitute approximately 45% of retail investors in 

Indonesia's Green Sukuk program, suggesting the instrument's potential for advancing 

women's financial inclusion. 

 

Table 2. Multidimensional Impacts of Green Sukuk in Southeast Asia 

Impact 

Dimension 
Key Indicators Malaysia Indonesia Singapore 

Regional 

Average 

Environmental 

Impacts 
     

Climate 

Mitigation 

Annual CO₂ Reduction 

(tons per $1M invested) 
4,500 5,200 3,800 4,850 

 Renewable Energy Capacity 

Added (MW per $1M) 
0.75 0.68 0.62 0.70 

Climate 

Adaptation 

Area Protected from 

Climate Risks (hectares per 

$1M) 

12.5 18.7 7.3 15.2 

 Beneficiaries of Adaptation 

Projects (people per $1M) 
520 685 340 580 

Resource 

Efficiency 

Water Savings (m³ per $1M 

invested) 
3,750 4,100 2,900 3,650 

 Waste Reduction (tons per 215 180 250 205 
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Impact 

Dimension 
Key Indicators Malaysia Indonesia Singapore 

Regional 

Average 

$1M invested) 

Socio-Economic 

Impacts 
     

Employment 
Direct Jobs Created (per 

$1M invested) 
2.8 3.4 2.2 3.0 

 Indirect Jobs Created (per 

$1M invested) 
3.5 4.1 2.9 3.7 

 Women's Employment (% 

of total jobs) 
26% 30% 28% 28% 

Financial 

Inclusion 
New Investors Attracted 7,500 25,000 1,800 34,300 

 First-time Capital Market 

Participants (%) 
35% 40% 28% 37% 

 Women Investors (% of 

total investors) 
40% 45% 42% 43% 

Economic 

Development 

Local Supply Chain 

Utilization (%) 
65% 72% 55% 67% 

 Technology Transfer 

Instances (cumulative) 
12 18 7 37 

 SME Participation in Project 

Value Chains (%) 
28% 35% 22% 30% 

Governance 

Impacts 
     

Transparency 
Comprehensive Impact 

Reports Published (%) 
85% 95% 70% 87% 

 Third-party Verification of 

Impacts (%) 
70% 85% 65% 75% 

Market 

Development 

New Green Finance 

Products Introduced 
8 6 5 19 

 Green Finance Policy 

Reforms 
5 7 4 16 

 

The data presented in Table 2 offers a comprehensive view of Green Sukuk's 

multidimensional impacts across Southeast Asia, revealing notable variations between 

countries and impact categories. Indonesia demonstrates particularly strong performance 

across climate adaptation metrics and socio-economic indicators, reflecting the country's 

strategic focus on leveraging Green Sukuk for inclusive climate resilience. Malaysia shows 

comparative strength in climate mitigation and market governance dimensions, consistent 

with its early leadership in establishing robust Green Sukuk frameworks. Singapore, while 
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having a smaller Green Sukuk market, demonstrates innovation in specialized 

environmental niches such as waste reduction and marine conservation. 

Several patterns emerge from this cross-country comparison. First, there appears to 

be a positive correlation between local supply chain utilization and employment multiplier 

effects, suggesting that Green Sukuk's economic benefits are maximized when projects 

prioritize domestic sourcing. Second, countries with higher transparency and verification 

standards consistently demonstrate better performance across environmental impact 

categories, indicating the importance of robust monitoring and reporting mechanisms. 

Third, financial inclusion outcomes are strongest in contexts where retail investor 

accessibility has been specifically prioritized through product design and distribution 

strategies. 

The governance impacts of Green Sukuk extend beyond direct project outcomes to 

include market development effects and policy innovations. The growth of Green Sukuk has 

catalyzed broader sustainable finance ecosystems in Southeast Asia, with 19 new green 

finance products introduced across the region between 2017 and 2023, including green 

deposits, sustainability-linked loans, and transition finance instruments. Additionally, Green 

Sukuk market development has prompted 16 significant policy reforms across the region, 

including enhanced ESG disclosure requirements, climate risk assessment frameworks for 

financial institutions, and green taxonomies defining eligible sustainable activities. 

 

4.4 Critical Success Factors and Challenges 

The analysis identifies several critical factors that have contributed to Green Sukuk's 

successful implementation in Southeast Asia: 

1. Robust regulatory frameworks: Jurisdictions with comprehensive Green Sukuk 

guidelines, standardized reporting requirements, and clear project eligibility criteria 

have demonstrated more consistent impact outcomes and greater market growth. 

2. Strategic government leadership: Government involvement, either as direct issuers 

or as market facilitators through incentives and capacity building, has proven 

essential for establishing market credibility and achieving scale. 

3. Integration with national sustainability strategies: Green Sukuk programs aligned 

with broader national climate and sustainable development strategies have achieved 

greater policy coherence and implementation effectiveness. 

4. Standardized impact reporting: Issuances with comprehensive, transparent, and 

independently verified impact reporting have attracted greater investor interest and 

demonstrated more consistent achievement of environmental objectives. 

5. Stakeholder engagement: Projects that meaningfully involve affected communities 

in design and implementation have shown enhanced sustainability outcomes and 

more equitable benefit distribution. 

Despite these success factors, several challenges have constrained Green Sukuk's 

impact potential: 

1. Limited investor awareness: Beyond specialized ESG investors, awareness of Green 

Sukuk remains limited among conventional investors, constraining market depth 

and liquidity. 

2. Varying Shariah interpretations: Differences in Shariah governance approaches 

across jurisdictions have sometimes limited cross-border investment flows and 

complicated regional market integration. 
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3. Impact measurement complexity: Consistent quantification of complex 

environmental benefits, particularly for adaptation and resilience projects, remains 

methodologically challenging. 

4. Project pipeline constraints: Some jurisdictions have experienced difficulties 

identifying a sufficient pipeline of bankable green projects that meet both Shariah 

requirements and environmental criteria. 

5. Balance between accessibility and impact: Tensions sometimes emerge between 

maximizing environmental impact and ensuring instrument accessibility for diverse 

issuers, including smaller entities with limited reporting capabilities. 

 

4.5 Future Trajectory and Policy Implications 

The research points to several emerging trends likely to shape Green Sukuk's future 

development in Southeast Asia: 

1. Expansion beyond climate focus: While climate mitigation and adaptation will 

remain central, Green Sukuk is increasingly incorporating broader environmental 

dimensions, including biodiversity conservation, circular economy initiatives, and 

blue economy projects. 

2. Integration with social objectives: The evolution toward sustainability Sukuk 

frameworks that explicitly combine environmental and social impact objectives 

appears likely to continue, reflecting recognition of sustainable development's 

multidimensional nature. 

3. Technological innovation: Digital innovations including blockchain-based issuance 

platforms and IoT-enabled impact verification systems are beginning to address 

traditional market frictions and enhance transparency. 

4. Retail market development: Building on Indonesia's successful retail Green Sukuk 

program, other jurisdictions are likely to develop similar instruments to broaden 

participation and strengthen domestic sustainable finance ecosystems. 

These trends suggest several policy implications for maximizing Green Sukuk's 

future impact potential: 

1. Harmonized standards: Regional coordination on Green Sukuk standards, 

potentially through ASEAN-level frameworks specific to Sukuk instruments, could 

enhance market integration and reduce transaction costs. 

2. Capacity building: Targeted technical assistance for potential issuers, particularly 

sub-sovereign entities and corporations with limited sustainable finance experience, 

could expand the issuer base and project diversity. 

3. Impact measurement frameworks: Development of standardized approaches for 

measuring complex environmental and social impacts would enhance comparability 

and strengthen investor confidence. 

4. Blended finance approaches: Strategic use of concessional capital and guarantees 

could help extend Green Sukuk financing to higher-risk but high-impact project 

categories that currently struggle to attract market-rate investment. 

5. Knowledge sharing platforms: Formalized mechanisms for sharing experience 

across jurisdictions could accelerate learning and help newer market entrants avoid 

common implementation pitfalls. 
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Conclusion 

This research has examined the multidimensional impacts of Green Sukuk as 

sustainable financing instruments in Southeast Asia, focusing on environmental outcomes, 

socio-economic implications, and governance effects across Malaysia, Indonesia, and 

Singapore. The findings reveal that Green Sukuk has emerged as a significant channel for 

mobilizing capital toward environmentally beneficial projects while generating substantial 

socio-economic co-benefits and catalyzing broader sustainable finance market development. 

The environmental impacts of Green Sukuk-funded projects have been considerable, with 

significant contributions to renewable energy deployment, climate resilience enhancement, 

and natural resource conservation. Cumulative emissions reductions exceeding 20 million 

tons of CO₂ equivalent represent a meaningful contribution to regional climate mitigation 

efforts, while adaptation investments have strengthened resilience for vulnerable 

communities facing escalating climate risks. 

Socio-economic benefits have manifested through employment creation, skills 

development, and financial inclusion effects. The estimated 45,000 direct jobs created 

through Green Sukuk-funded projects, combined with approximately 34,300 new capital 

market participants, demonstrate the instrument's potential to advance inclusive sustainable 

development. However, socio-economic impacts have been unevenly distributed, with 

opportunities remaining to strengthen gender equity dimensions and rural development 

outcomes. 

The research identifies several critical success factors that have enabled positive 

impact outcomes, including robust regulatory frameworks, strategic government leadership, 

and standardized impact reporting practices. Conversely, challenges related to investor 

awareness, Shariah governance harmonization, and impact measurement complexity have 

somewhat constrained Green Sukuk's full potential. 

Looking forward, Green Sukuk in Southeast Asia appears poised for continued 

evolution beyond its initial climate focus toward more comprehensive sustainability 

objectives. Integration with social impact dimensions, technological innovation in issuance 

and verification processes, and expanded retail participation represent promising 

development trajectories. Realizing these opportunities will require concerted policy efforts 

focused on standard harmonization, capacity building, and strategic market development 

initiatives. 

This study contributes to the growing literature on sustainable Islamic finance by 

providing a comprehensive assessment of Green Sukuk's real-world impacts beyond 

financial performance metrics. By examining the instrument's effectiveness in addressing 

environmental challenges while generating positive socio-economic outcomes, this research 

offers insights relevant to policymakers, market practitioners, and researchers seeking to 

enhance sustainable finance's contribution to equitable and resilient development in 

Southeast Asia and beyond. 

While Green Sukuk has demonstrated significant promise as a sustainable financing 

instrument, realizing its full potential will require continued innovation, policy support, and 

stakeholder collaboration. As Southeast Asia confronts intensifying environmental 

challenges alongside persistent development needs, Green Sukuk offers a valuable 

mechanism for mobilizing faith-compatible capital toward a more sustainable and inclusive 

future. 
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