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Professional Certificate in Islamic Finance and ESG Investing

Sustainable Development Goals and Islamic Finance

Sustainable Development Goals (SDGs) refer to a universal call to action to end poverty, protect the planet,
and ensure that all people enjoy peace and prosperity by 2030. The 17 SDGs were adopted by all United
Nations Member States in 2015 as part of the 2030 Agenda for Sustainable Development. These goals are
interconnected and address various global challenges, including poverty, inequality, climate change,
environmental degradation, peace, and justice.

The SDGs provide a framework for governments, businesses, and civil society to work together towards a
more sustainable and inclusive future. They aim to tackle complex issues by addressing their root causes
and promoting integrated solutions. Each goal has specific targets to be achieved over the next decade,
with indicators to measure progress.

Some of the key SDGs include:
1. No Poverty (SDG 1): End poverty in all its forms everywhere.
2. Zero Hunger (SDG 2): End hunger, achieve food security and improved nutrition, and promote sustainable
agriculture.
3. Good Health and Well-being (SDG 3): Ensure healthy lives and promote well-being for all at all ages.
4. Quality Education (SDG 4): Ensure inclusive and equitable quality education and promote lifelong learning
opportunities for all.
5. Gender Equality (SDG 5): Achieve gender equality and empower all women and girls.
6. Clean Water and Sanitation (SDG 6): Ensure availability and sustainable management of water and
sanitation for all.
7. Affordable and Clean Energy (SDG 7): Ensure access to affordable, reliable, sustainable, and modern
energy for all.
8. Decent Work and Economic Growth (SDG 8): Promote sustained, inclusive, and sustainable economic
growth, full and productive employment, and decent work for all.
9. Industry, Innovation, and Infrastructure (SDG 9): Build resilient infrastructure, promote inclusive and
sustainable industrialization, and foster innovation.
10. Reduced Inequality (SDG 10): Reduce inequality within and among countries.

Achieving the SDGs requires a coordinated effort from all stakeholders, including governments, businesses,
investors, and individuals. Islamic finance plays a crucial role in supporting sustainable development by
aligning financial activities with ethical and social principles.

Islamic Finance refers to financial activities that comply with Islamic law (Sharia) principles. Sharia prohibits
the payment or acceptance of interest (riba), gambling (maisir), uncertainty (gharar), and unethical
investments (haram). Instead, Islamic finance promotes risk-sharing, asset-backed transactions, and ethical
investments that benefit society.

Some key principles of Islamic Finance include:
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1. Prohibition of Riba: Islamic finance prohibits interest-based transactions and promotes profit-sharing
arrangements that distribute risk and reward among parties.
2. Prohibition of Gharar: Islamic finance prohibits transactions involving excessive uncertainty or ambiguity
to ensure fair and transparent dealings.
3. Asset-Backed Financing: Islamic finance requires transactions to be backed by tangible assets or services
to promote real economic activity.
4. Prohibition of Haram Activities: Islamic finance prohibits investments in activities that are considered
harmful or unethical, such as gambling, alcohol, and tobacco.

Islamic finance offers various instruments and structures that align with sustainable development goals and
environmental, social, and governance (ESG) criteria. These include Sukuk (Islamic bonds), Islamic funds,
Islamic microfinance, and Islamic social finance instruments.

Sukuk (Islamic bonds) are financial certificates that represent ownership in tangible assets, projects, or
investments. They provide an alternative to conventional bonds and comply with Islamic principles by
sharing risk and reward with investors. Sukuk can be used to finance infrastructure projects, green
initiatives, and social development programs that support the SDGs.

Islamic funds are investment vehicles that comply with Islamic principles and invest in Sharia-compliant
assets. These funds screen investments based on ethical and social criteria to avoid companies involved in
haram activities. Islamic funds can support sustainable development by investing in companies that
contribute positively to society and the environment.

Islamic microfinance provides financial services to low-income individuals and small businesses in a Sharia-
compliant manner. By promoting financial inclusion and entrepreneurship, Islamic microfinance can help
alleviate poverty, create jobs, and empower communities to achieve the SDGs.

Islamic social finance refers to charitable donations, Zakat (obligatory almsgiving), and Waqf (endowments)
that are used for social welfare and development purposes. Islamic social finance plays a vital role in
addressing poverty, inequality, and social exclusion, supporting the achievement of the SDGs.

Challenges in integrating Islamic Finance with ESG criteria and the SDGs include limited awareness and
understanding of Islamic finance principles, lack of standardized ESG frameworks, and the need for more
Sharia-compliant ESG products and services. However, with growing interest in sustainable finance and
responsible investing, there is a significant opportunity to leverage the principles of Islamic finance to
promote sustainable development and address global challenges.

In conclusion, the SDGs provide a comprehensive framework for addressing global challenges and
promoting sustainable development. Islamic finance offers ethical and socially responsible financial
solutions that align with the SDGs and ESG criteria. By harnessing the principles of Islamic finance and
integrating them with sustainable development goals, we can create a more inclusive, equitable, and
sustainable future for all.
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