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Abstract:

Project finance is based on the idea that, an economic project with an adequate financial return
can independent itself from the sponsor’s budget and support its financing through its own
economics. This enables large and long-term projects; such as; industrial facilities and
infrastructures to be financed. Islamic financial engineering, when structuring a project finance deal,
is not intended only to substitute traditional loans, but it has also to fit the use of non-participatory
financial instruments for long-term financing. This form of financing could be a good modal for
correcting the current shortfall in the Islamic banking, characterized by the prevalence of non-
participatory financial instruments and short-termism. The objective of this study, is to assess the
usability of this type of financial instruments for long-term financing by examining the project
finance’s Islamic financial arrangements. The study concluded that the use of these financial
instruments in the form of duets such as Istisna'a-ljarah and Wakala-1jara might help to establish a
long-term financing relationship between Islamic banks and economic projects.

Key words: Islamic banks, project finance, non-participatory instruments, long-term financing.
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