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Abstract

Continued record-high petroleum prices in this decade have resulted in substantial
petrodollar liquidity in the Gulf countries. This presents a significant increase in demand by
petrodollar investors for Shariah-compliant financial assets not only in the Muslim world but
also in global conventional finance. The theoretical development and actual practice of
hundreds of Islamic financial institutions under different regimes around the globe has
proved the viability of the Islamic finance model.

Islamic scholars maintain that time by itself does not give a yield, but can only
contribute to the creation of value when an economic activity is undertaken. Interest fixed ex
ante is certain, while profits and losses are not. To take a certain as compensation for
uncertain amounts is to indulge in Riba and is therefore unlawful. Since Islamic finance is
based on real economic activity, then it is more efficient and provides more sustainability to
the financial industry than conventional finance. Islamic finance institutions have been more
resilient to the global financial crisis than conventional banks due to less excessive credit,
moral hazard, and adverse selection problems. Also, Islamic finance is more conducive to
poverty and income inequality alleviation. However, Islamic finance is far from yielding its
full potential since there still exist a number of unfavorable factors and it does not have the
supporting institutional set-up in place.

Though the size of current Islamic finance in Thailand is insignificant, the chance that
it will grow in Thailand still exists. Thailand has a relatively strong economic foundation
together with stability in financial sector. The Kingdom performs at very high levels and
displays clear abilities to compete and win in the regional field. Meanwhile, since Islamic
finance is still a nascent industry, it has great potential for development and to spread and to
other regions. Nevertheless, there are still weaknesses in the developing Islamic finance
industry in Thailand especially in laws and regulations, as well as the tax system which
obstructs the growth of Islamic finance. However, government can play an active role in
promoting the growth of Islamic finance. The country urgently needs to amend its regulatory
and tax framework to ensure a level playing field between Islamic and conventional finance;
to create a competitive environment for Islamic finance institutions; to develop personnel
with expertise in Islamic finance; to develop capital markets and set up the Shariah compliant
benchmark for investment in Islamic investment funds. However, the country does not aspire
to become a regional hub for Islamic finance since the Thai Islamic financial market is very
small compared with Indonesia and Malaysia. In addition, Thailand is not financially
liberalized like Singapore. Therefore, Thailand's national strategy is to become part of a fast
growing Islamic finance which is currently becoming more significant in the international
finance industry.
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