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This Thesis concerns with the potential economic impacts of a
change in interest rate structure of the commercial bank system, based

on a structural equation. The objectives an scope of study are as follow:

1. To investigate the important factors that determine deposits
and other sources of fund, lending and other uses of fund, Behavioral
equation based on basic economic theory are contructed and tested against
the quarterly data for period of 1970-1980 and against the annual data for

period of 1965-1980 .

2. To research for the level of interest rates that equilibrate

the uses and the sources of fund in the commercial bank system .

The results of our finding can be summerized in the following manner:
The Sources of fund of which deposit is the main portion are iargely deter-
mined by GDP, number of bank branches, inflationary expectation and level
of interest rates; The uses of fund of which an overdraft composed the

main portion are largely determined by GDP and loan rates .



The result of policy simulation study may be summarized as follow.

1. If there were increases in both deposit rates and loan rated,

an excess depand for loan could be reduced certain extent.

2. In implementing a shift of interest rate structure timing and
appropriate amount of increase are important. An increase in interest rate
structure would have to be higher if the problem has been accumulated for
certain period. If the extent of increase in interest rate implemented
immediately after the excess demand for credit has begun, the tight money
situation would be less.

| et

3. From the annual model, if é;ﬁéﬁiﬁi;;ﬂ_lpan rates were increased
by 2 Z per annum since 1977 and remained at these levels, the tight money
situation widenced during 1978-79 might have wipen out or much less. From
the quarterly model, the increases in interest rates if implemented by

1979, would have to be higher than 2 7 per annum.

4. The sensitivity of the uses of fund due to an increase in interest
rates found to be greater than that of the uses of fund; presuming interest
rates of both sides were equal. There was on exception when the interest
rate structures were shifted by 1 Z in the annual model whose results were

not conformed to the above statement.

The estimations of structural equation and the policy simulation
of a shift in interest rate structure lend support the thesis that interest
rates is important factor and also instrument to solve for equilibrium in

the financial sector, especially for the Thai commercial bank system.
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