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The Islamic Bank of Thailand was first established on June 12, 2003 with the objective of providing financial services
that are in accordance with Islamic principles, and are examined and advised upon by sharia board of supervisor. The bank has
been in operation for 9 years but there has been no research to assess whether the operation has met all of its goals, particularly to
provide housing mortgage loans for small borrowers. The objectives of the research are to study: 1) the format of housing loans to
individual borrowers who need mortgages; 2) the factors affecting the bank’s mortgages customer; and 3) limitations of the bank’s
mortgages business.

It was found that before 2008, the bank used a fixed profit rate for its hire-purchase contracts. However, after 2008, the
format of the bank’s mortgage loans was changed to a “special fixed profit rate” allowing an adaptable way of determining the
rate. In this new format, the bank can give its customers “discounts” and give the special fixed profit rate lower than the mortgage
rate of commercial banks. This enables Islamic banks to compete with the commercial banks. Since 2008, the Islamic Bank of
Thailand has been able to significantly increase its housing mortgage loans to small borrowers.

In conclusion, the bank’s housing mortgage loan customers consist of Muslim customers as well as those of other
religions. The bank’s Muslim customers stated that they decided to use the bank’s services because of the following reasons: 1) its
adherence to Islamic principles; 2) the low monthly installments; and 3) the belief in the Muslim idea of helping each other,
respectively. As for the customers of other religions, the reasons for their decision to use the bank’s financial services were: 1) the
low monthly instaliments; 2) the fixed financial format; and 3) the advice received from others, respectively. Muslims who chose
not to use the bank’s housing loans service can be classified into groups of people who were: 1) those who got loans from general
commercial banks; and 2) those who use their own savings. Muslims who used commercial banks gave these reasons for their
choice: 1) they were more familiar with commercial banks; and 2) commercial banks delivered swift loan services. As for Muslims
who chose to use their savings to buy home said they did not wish to be in debt.

As regards recommendations, Islamic banks should make public relations efforts to explain their housing loans to

general customers. This is because the Islamic bank concept of “special fixed profit rate” is a more complex than that of the

commercial banks’ floating mortgage rate.
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