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Abstract

Today, the world faces numerous environmental challenges and
climate change, as well as industrial progress and its global spread, which
has increased the scale of environmental pollution and prompted many
countries and organisations to consider building a sustainable green
economy capable of addressing these challenges, On this basis, countries
have moved swiftly to adopt the concept of green finance, which involves
providing support and financial backing for green projects that help reduce
carbon emissions and mitigate the negative effects of climate change; it is,
therefore, a form of financing linked to the protection and conservation of

the environment .

In the Climate Change Act No. 79 of 2019, the Jordanian legislature
defined green finance as: “the use of financial products and services, such
as loans, insurance, shares, equity investments, bonds and others, to finance
environmentally friendly projects”, whilst the Iraqi legislature and other
comparable laws, whether those of the UAE or Egypt, have not clarified the

concept of this type of financing .

The Iraqi legislature has not regulated green finance through a

specific law; however, there are certain laws that support green finance,
including the Iraqi Law on the Protection and Improvement of the
Environment No. (27) of 2009, in which the Iraqi legislature emphasised
the issue of sustainable development, for which green finance is an effective
tool. This emphasis is based on the provisions of Article 33(1) of the 2005
Constitution of the Republic of Iraq, which states: ‘Every individual has the

.’right to live in a healthy environment

One of the distinctive features of green finance is that it provides

financial facilities for green projects that have positive environmental
impacts on society, such as renewable energy projects, sustainable transport
projects and others, This distinguishes it from conventional finance, which
contributes to the funding of traditional projects that differ in nature in that
they do not take environmental concerns into account but focus solely on

.economic aspects, and may have negative impacts on the environment
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Green finance seeks to expand the scope of green investments and
foster green industries and sustainable organisations through radical
changes in the practices and activities of certain companies. Despite the
importance of the objectives it seeks to achieve, there are numerous
challenges that could hinder the realization of these objectives, One of the
most significant of these is the lack of a standardized benchmark by which
to determine what constitutes a model for this type of finance. This makes
it difficult for both investors and consumers to distinguish between a
company that genuinely commits to integrating environmental
considerations into its activities and one that is merely engaging in
‘greenwashing’. a common and misleading practice whereby companies
present themselves to consumers as environmentally responsible, claiming
that their products are eco-friendly when in fact they are not. This may
expose them to legal sanctions and fines, as well as damage to their
reputation and a loss of trust from consumers and investors.

One of the most important green financial instruments through which
this financing is achieved is green bonds, which have proven their
effectiveness in recent years and outperformed other financial instruments.

Where comparative laws have regulated green bonds, the UAE
legislature has regulated them pursuant to Resolution No. (21/R.M) of 2023
issued by the Securities and Commodities Authority concerning the
regulation of green and sustainability-linked sukuk, whilst the Egyptian
legislature has regulated them by amending certain provisions of the
Executive Regulations of the Capital Market Law No. (95) of 1998,
pursuant to Cabinet Decision No. (2479) of 2018, which introduced green
and sustainability-linked bonds and sukuk; As for the Jordanian legislature,
it issued guidelines on green bonds in 2021. These guidelines were prepared
by the Ministry of the Environment in collaboration with the Securities
Commission, the Central Bank of Jordan and other bodies, and aim to
develop the domestic green bond market in Jordan and to ensure
transparency, disclosure and environmental protection.

Financial and banking institutions have also moved towards
innovating green financial instruments that comply with the provisions and
principles of Islamic Sharia, due to rapid developments in the field of
Islamic finance. Among these instruments are green sukuk, which have
become a focus of attention for most countries, as they are considered the
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ideal Sharia-compliant alternative to conventional bonds and are suitable
for a wide range of investors who have Sharia-related reservations about
other instruments.

The banking sector has played a prominent role in sustainable
economic development, as it is the primary source of funding for various
projects. In this context, so-called ‘green banks’ have emerged; these began
to appear after traditional banks came under widespread criticism from civil
society organisations for financing projects that harm the environment, This
played a part in the shift towards green banking activities. Consequently,
the Central Bank of Iraq announced the establishment of the first green bank
for sustainable development on 11 December 2023, which takes
environmental, economic and social factors into account and focuses on
green banking services.

As for green finance companies, they represent a recent trend that
seeks to provide financial support to small, medium and micro-scale
environmentally friendly projects, due to investors’ concerns that long-term
green projects may not yield a satisfactory economic return.

Green investment funds are investment funds that channel their
capital into projects and sectors committed to environmental sustainability,
aiming to generate positive financial returns whilst supporting the transition
to a low-carbon economy.
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