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ISLAMIC FINANCING MODES, AND ITS GROWING NEW TREND IN
INFRASTRUCTURE PROJECT FINANCING, AN ANALYSIS

et b1 Lo PSS K888 4 1P ibE st PRy
Abdul Wahab Sultan, Momin Fayyaz Shaikh

ABSTRACT:
This article briefly throws lights on the growing new trend of mobilizing Islamic finance in
Infrastructure projects globally and nationally, in Pakistan. An estimate of global infrastructure
needs has been studied in the light of some steamed reports. The potential of Islamic finance,
especially Sukook model on preferal basis, has been described as an alternative building block of
Islamic project financing.
Keywords: Islamic finance, Infrastructure, Projects, trend, Pakistan
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“Islamic finance is based on a philosophy of sharing risk,.. Moreover, Islamic finance

should promote social and economic development by creating real assets, not just by
generating transactions tharr are merely financial .In this context, infrastructure PPP
projects are a natural fit for Islamic finance. Financing these projects entails certain level
of risks sharing with other project parties, and the projects serve the large purpose of social
and economic development by creating essential assets in the public interest *®
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“Over the past decades, Islamic finance has emerged as one of the important sources for a

wide variety of infrastructure projects, through both public sector and PPP shames. Amidst
the dearth of conventional infrastructure financing, Islamic finance offers the prospect of
widening the sources of financing needed to meet the massive infrastructure investments
in developing countries, including but not limited to Muslim-majority countries
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The asset-backed nature of Islamic finance structures and ther emphasis on shared risks
make them a natural fit for infrastructure PPPs. A wide variety of Islamic finance structures
are available to provide sufficient flexibility to practitioners to select appropriate financing
vehicles” .
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Islamic finance structures are flexible enough to finance different infrastructure PPP
projects .--.This flexibility of Islamic finance structure allows Islamic finance and
conventional finance to coexist seamlessly in the same infrastructure project, on an equal
footing basis. Although the two facilities will be documented separately * .
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“The success of PPPs in using Islamic finance has motivated project sponsors (equity
investors) in countries such as Bangladesh, Indonesia, Kazakhstan, Malaysia, Mall, Morocco,
Nigeria, Pakistan, Saudi Arbia, Turkey, and Uzbekistan to continue to seek Islamic ﬁnance”.(6)
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“Islamic finance can provide a complementary source of financing to these efforts, given the

flexibility in Islamic finance instruments”."’
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