Sustainable Finance
Can Sukuk become a driver of solar and green energy growth ?
Launching Deloitte Solar Energy Report, Solarex Istanbul, 4th April 2019, Istanbul, Turkey
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The Report
An OIC-focused study
Research methodology

The ‘Solar report’ is a follow up issue of our ‘renewable industry study’ in which we examined the prospects of Islamic
finance as a source of financing solar projects in several OIC markets based on three geographical regions: Asia, Middle
East and Europe.

Industry Report
Practitioners’
online survey
Deloitte Renewable
Energy Report
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Building country case
and insights

Sustainable
Finance: Can Sukuk
become a driver of
solar and green
energy growth
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Scope and Approach
Cross-functions, across OIC markets
Review

Assess Capabilities

Market
development and
investment trends

Regulations

Process

Investment trends by regions

Industry and
business leaders’
outlook.
(Survey analysis)

Industry information and factors involved
Policy development and regulation
Islamic Finance as an alternative option

Markets
Practices

Islamic financing
strategy

People
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Market development trends

Solar energy projects by regions

Governance

Business
Support

Build Practical Understanding

Going Green: Anchor Solar Projects

Considering Solar Sukuk asset

Technology

Business practice
& support
initiatives

Business practice initiatives

Financial support programs
Country case studies

Key focus Market

Middle East
• UAE
• KSA
• Bahrain
• Jordan
• Morocco

Asia
• Malaysia
• Indonesia
• Pakistan

Europe
• Turkey
• Kazakhstan
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Introduction
Global Solar Energy Landscape

Global Clean
energy
investment in
2018

Global clean energy investment reached US$ 332.1 billion
in 2018, down 8% in 2017, according to Bloomberg NEF.

US$ 332.1
billion

Global new
investment in
Solar in 2018

US$ 131
billion
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Increasing renewable energy deployment by various
countries contributes to numerous policy objectives,
including:
•
•
•
•

Boosting national energy security and economic growth
Creating jobs
Developing new industries
Reducing emissions and local pollution, and providing
affordable and reliable energy.
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Market Development and Investment Trends
Solar energy growth and investment

Market development and
investment trends

In 2017, emerging markets accounted for 63% of
global new investment in renewable energy,
widening the investment gap with developed
countries to a record high.
Solar energy growth
Enabling trends

Demand trends

Lower solar cost

• Focused approach by government to support growth of non-conventional energy sources

Expanding investor interest

• Population growth, increasing economy and climate changes are fueling demand for power

Technology innovation

• Persistent energy deficit
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Industry and Business Leaders’ Outlook

Industry and business
leaders’ outlook.
(Survey analysis)

Survey analysis – Key findings
Figure 8: Which factors do you think will
influence the growth of solar energy projects
in your country?

Figure 12: Which of the following is more
suitable to solar financing projects?

Figure 14: If you are considering Islamic Finance
for solar projects, which of these options suit you
more?

66.19%
The economic viability

28%

The profiles of participants and
developers

9%

The financing structures
Technology suitability

25.90%

19%

Public awareness and community
support and acceptability

8.63%

35.97%

21%

28.78%
15.83%

11.51%

20%

Other

62.59%

20%

40%

The economic viability is the major
influencer to the growth of solar energy.
While 60% attribute to the technological
suitability, financing structures and public
awareness
and
communication.

Traditional
bank
syndicates

•

•
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Debt-based financing,
where investors take a
dividend/return on their
investment
Other

3%

0%

Equity-based financing,
where the financier takes
an equity stake in the
project

Public
funding

Climate
funds

Public private
partnerships
(PPPs)

Other

Most of the respondents (43%) believe
Public Private Partnerships (PPPs) are
suitable for financing projects followed
by traditional bank syndicates and
public funding.
Few respondents (7%) suggested that
Islamic
Finance
instruments
like
Mudarabah and Sukuk would be the
ideal way to invest in solar projects.

•

Investment in equity-based and debtbased investments (collectively ~90%)
are
considered
best
options
for
investing in solar.

•

A
small
amount
of
respondents
suggested
that
diversified
option
between debt and equity could be a
good method rather than investing
solely
in
one
type
of
financial 7
instrument.

Islamic Financing Strategy
Going Green: presenting anchor Solar projects in OIC

Green financing

Sustainable
projects

UiTM Solar Power Sdn Bhd

In April 2018, UiTM Solar Power Sdn Bhd, an indirect subsidiary of
Universiti Teknologi Mara, issued Green SRI Sukuk of up to RM240
million to finance the development and operation of the 50MW utility
solar power plant in Gambang, Pahang. It is the first institute of higher
learning in the world to issue a Green SRI Sukuk.
Murabahah

Transaction details:
Issuer

UiTM Solar Power Sdn Bhd

Country

Facility

Malaysia
The green SRI Sukuk will finance a 50MW utility
solar power plant in Gambang, Pahang, Malaysia.
AA- by Malaysian Rating Corporation Berhad
(“MARC”)
Green SRI Sukuk

Issue size

MYR 222.3 million (US $ 56.8 million)

Tenor

18 years

Issue date

27-Apr-2018

Islamic structure

(via Tawarruq arrangement)

Use proceed
Rating
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Social cohesion
and inclusion

Environmental

Solar and green energy financing decisions have
been affected by the continuing global credit crush
impact such as banking regulatory capital
requirements, which triggered corporates to actively
seek alternative financing sources such as green
bonds and green Sukuk private equity investments
and other methods.
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Conclusion
Key messages

Balanced commercial & social financing
strategy

•

Financing
solar and renewable
energy projects in
countries
challenged with environmental and
climate set of rules, responsible
investment
guidelines,
green
energy
principles,
sustainable
finance,
social impact attributes
and investment governance more
than ever. Success in achieving a
balanced commercial and social
financing strategy
will require
inclusive
industry
stakeholders
partnerships
that
embrace
sustainable finance and responsible
investment.
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New innovative project financing
strategies

•

Governments and private sector
enterprises are under increasing
pressure to provide sustainable
and competitive energy prices to
meet growing economies and
energy demands. This will require
new innovative project financing
strategies to access a diversity of
international investors and perhaps
tap into Islamic financial
Institutional investors .

Disruptive innovation and sustainable
finance

• Energy and solar companies need to
be mindful of the disruptive
technological and regulatory and
policy reforms which are shaping
the industry investment space, and
hence develop commercially viable
and sustainable financing
structures.
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