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Abstract: Islamic banking, grounded in the principles of Sharia law, has been developing steadily across the globe. In Thailand,
Islamic banking has gained attention and growth over the past few decades, offering an alternative financial system that aligns with
the beliefs of the Muslim population. This article explores the historical background of Islamic banking in Thailand, tracing its
development, growth, and impact on the country's financial landscape. By analyzing empirical data and historical records, this
article provides a comprehensive overview of the evolution of Islamic banking in Thailand.
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1. INTRODUCTION

Islamic banking represents a financial system that adheres to Sharia law principles, specifically prohibiting the payment or
acceptance of interest (riba) and prioritizing ethical and equitable financial practices. It operates on the foundation of shared risk
and profit-sharing arrangements between the bank and its clients, fostering partnerships rather than mere creditor-debtor
relationships. This approach ensures transactions are conducted in a manner that promotes fairness, transparency, and social
responsibility, aligning with Islamic values of economic justice and avoiding activities deemed harmful or exploitative under Sharia
law. In Thailand, where a significant Muslim population resides, Islamic banking has gradually developed as a viable alternative to
conventional banking. This article delves into the historical background of Islamic banking in Thailand, examining its origins,
growth, and current status in the financial sector.

2. OBJECTIVES
I.  To trace the historical development of Islamic banking in Thailand.
Il. To analyze the growth and impact of Islamic banking on Thailand's financial sector.
M. To examine the role of government policies and regulations in promoting Islamic banking in Thailand.
V. To identify the challenges and limitations faced by Islamic banking in Thailand.

3. HISTORICAL BACKGROUND AND GROWTH ANALYSIS

Early Beginnings

The roots of Islamic banking in Thailand can be traced back to the early 1990s when there was a growing awareness and
demand for Sharia-compliant financial products among the Muslim community. The establishment of the Islamic Bank of Thailand
(IBank) in 2003 marked a significant milestone in the formalization of Islamic banking in the country.

Establishment of Islamic Bank of Thailand

The Islamic Bank of Thailand, also known as IBank, was set up by the Thai government to serve the financial needs of the
Muslim community and promote financial inclusion. The bank started operations with a clear mandate to provide Sharia-compliant
banking services, including deposit accounts, investment products, and financing options.

Government Policies and Regulations

The Thai government has played a crucial role in promoting Islamic banking through supportive policies and regulations. The
Islamic Bank of Thailand Act B.E. 2545 (2002) provided the legal framework for the establishment and operation of IBank.
Additionally, the government has encouraged the development of Islamic financial products and services through various incentives
and regulatory support.

Growth and Expansion

Since its inception, the Islamic Bank of Thailand has significantly broadened its service offerings and outreach efforts. The
bank now provides a diverse array of Sharia-compliant products, encompassing savings and investment accounts, alongside a variety
of financing solutions like home, personal, and business financing. This expansion underscores the growing demand within
Thailand's Muslim community for financial services that adhere to Islamic principles. Moreover, the bank has actively engaged in
raising awareness about Islamic finance, contributing to the sector's growth and fostering greater financial inclusion across the
country.
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Impact on the Financial Sector

The development of Islamic banking in Thailand has had a positive impact on the financial sector by promoting financial
inclusion and providing an alternative banking system that aligns with the religious beliefs of the Muslim community. Islamic
banking has also contributed to the diversification of the financial sector, offering ethical and equitable financial solutions.

4. METHODOLOGY
4.1 Data Collection

This study incorporates data sourced from both primary and secondary sources. Primary data was collected through interviews
with key stakeholders, including officials from the Islamic Bank of Thailand, regulatory authorities, and members of the Muslim
community. Secondary data sources include academic journals, industry reports, and publications from the Bank of Thailand and
the Islamic Bank of Thailand.

4.2 Data Analysis

The data was analyzed using qualitative and quantitative methods. Historical records were reviewed to trace the development
of Islamic banking in Thailand, while statistical tools were used to assess the growth trends and market share of Islamic banking
assets.

4.3 Limitations
L. Data Availability:

Limited availability of comprehensive and up-to-date data on the specific contributions of Islamic banking to various economic

sectors in Thailand.
1. Comparative Analysis:
Difficulty in isolating the impact of Islamic banking from other financial and economic factors influencing Thailand's economy.
1. Subijectivity:
Potential biases in primary data collected through interviews, as respondents' perspectives may vary.

5. RESULTS
The study on the historical background of the progress of Islamic banking in Thailand reveals several key findings:

. Establishment and Growth:
The Islamic Bank of Thailand, established by the Thai government, has played a pivotal role in providing Sharia-compliant
financial services to the Muslim community since its inception. Over the years, it has expanded its range of products and services
to cater to diverse financial needs, contributing significantly to the sector's growth.

1. Financial Inclusion:
Islamic banking has emerged as a vital tool for promoting financial inclusion in Thailand. By offering accessible and ethical
financial solutions, it has helped integrate previously underserved Muslim populations into the formal financial system.

1. Regulatory Support:
The study underscores the importance of regulatory support from the Thai government in fostering the development of Islamic
banking. Clear guidelines and policies have facilitated the establishment of Islamic financial institutions and promoted a conducive
environment for their operations.

V. Community Impact:

Islamic banking's adherence to Sharia principles has resonated positively within the Muslim community in Thailand, fostering
trust and participation in financial activities aligned with religious beliefs.

V. Challenges and Opportunities:

Despite its growth, Islamic banking in Thailand faces challenges such as awareness gaps and competition from conventional
financial institutions. Addressing these challenges presents opportunities for further expansion and innovation in the sector.

VI. Future Prospects:
Looking ahead, continued collaboration between stakeholders, enhanced financial literacy programs, and innovative product
development are crucial for sustaining the growth trajectory of Islamic banking in Thailand and advancing its contributions to the
broader economy.

CONCLUSION

The historical development of Islamic banking in Thailand reflects a growing recognition of the need for Sharia-compliant
financial services in a country with a significant Muslim population. The formation of the Islamic Bank of Thailand marked a crucial
step in providing financial inclusion and promoting ethical banking practices. Despite the challenges, the growth and expansion of
Islamic banking in Thailand have contributed positively to the financial sector by offering an alternative and equitable financial
system. Continued government support and awareness-raising efforts are essential for the further development and integration of
Islamic banking in Thailand's financial landscape.
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