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Abstract:

This research focuses on the importance of using sukuk as a

new innovative financing mechanism in supporting and
developing public budget projects in Egypt. The Islamic sukuk
that are issued at the level of different countries (sovereign
sukuk) and which were issued in Egypt for the first time on
February 28, 2023 support infrastructure projects in the Egyptian
state’s general budget and contribute to a decrease in the
weighted cost of funds when financing various budget projects
as a new financial tool that differs from other traditional financial
tools. The traditional debt that Egypt issues in the international
capital markets and contributes to reducing burdens on the
Egyptian state’s general budget by reducing the financing cost
by reaching the optimal sovereign debt structure. It is that
structure that works to achieve the maximum surplus or the
minimum deficit in the budget through the use of different
scenarios of financial Modelling. Sovereign Sukuk currently
represents one of the most important financing tools used by
many countries in the Middle East and North Africa region to
contribute to financing infrastructure projects and other
government projects that the country needs in various sectors,
for example: education, healthcare, energy, gas, power stations.
The need for sukuk financing has increased through the
development of a new financing instrument that attracts a wide
segment of investors who prefer to invest in Islamic instruments
that are compatible with the provisions of Islamic Sharia’a
Compliant, especially those investors who are in the Gulf region,
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especially with the increase in financial resources supported by
the rise in oil prices.

This research presents a new proposed mechanism for using
sukuk to participate in risk sharing, which the Arab Republic of
Egypt can use extensively to obtain the required funding for any
development projects in the future. Where the research proposes
a model for the issuance of sovereign sukuk in Egypt, which is
Mudarabah Sukuk — through the Egyptian Financial Company for
Sovereign Taskeek, which is wholly owned by the Ministry of
Finance - for income—generating projects and linking the return
achieved on the sukuk to the return achieved by development
projects funded by those sukuk after the end of the construction
period and the start of operation the project. Not only that, but it
is possible to give a preferential advantage to the owner of those
sukuk by converting them into ordinary shares by determining a
conversion rate that is mentioned in the issuance contracts and
documents and is listed on the stock exchange through public
offering. Sovereign sukuk mainly contributes to the financial
discipline and inclusion that the Egyptian government seeks, and

at the same time helps to absorb any external financial shocks.

Keywords: Islamic finance, sovereign sukuk, Mudarabah sukuk,
risk sharing, development projects and the optimal sovereign

debt structure.
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TOTAL GLOBAL SUKUK ISSUANCE USD 1.6 TRILLION (JAN 2001 - DEC 2021)
SOURCE: IFM SUKUK DATABASE
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CHART 1A (I) : TOTAL GLOBAL LONG TERM VS SHORT TERM SUKUK ISSUNACES
(JAN 2010 - DEC 2021) -ALL TENORS, ALL CURRENCIES, IN USD MILLIONS
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