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Abstract

Since 2002, high oil prices leads to the boom in oil revenue in the GCC countries
(Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arab Emirates.) Even though one-third of total
revenue has been designated for debt reduction; there is still considerable improvement in the fiscal and
external current account positions that resulted in buoyant liquidity in the region. However, the injection
of oil income into the domestic financing system has been reduced by the acquisition of foreign assets that
facilitates the diversification from hydrocarbon industries as well as preventing hyperinflation. The
outward investments are expanded to various sectors and regions worldwide. Recently, one of the regions
that attract more FDI from the GCC is Asia which yields high returns with relatively low risk. This paper
studies economic development of the GCC countries especially the flows of FDI between the GCC and
other countries/ regions. FDI between the GCC and Thailand is inconsiderable according to the data
available by the Bank of Thailand. However, an unofficial data evaluated from various micro data
indicated that the inflows of FDI from the GCC countries to Thailand are not that trivial as shown
officially. Nonetheless, most of FDI, is concentrated in residential sector, which in economics views, is
the investment that yields relatively low productivity compared with the investment in other sectors such
as industry or infrastructure. The second part of the paper then analyzes the policies that encourage FDI
from the GCC to some countries in ASEAN. Malaysia is the largest recipient of FDI from the GCC due to
the long-term close relationship. The second largest recipient is Singapore which has the most-ready
infrastructure among other ASEAN countries along with aggressive policies to encourage FDI. Indonesia
and Thailand follow these two. The initial business relationship between Thailand and the GCC countries
was private to private level that caused aimless and discontinuous in aggregate investment. The
cooperation between government to government took place when the mega projects were established. At
present, the government still lacks clear policies toward FDI from the GCC, thus much more continuous

active policies are greatly called for.





