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ABSTRACT

Qhé purpose ofithis thegis is to study the procedureé and
_regulations taken‘b&‘the_government and sommercial banks in,
protectiné the publdc s money deposited with commercial banks.
From this study will emerge the questioné whether the p?esent
system is suffice iﬁ protecting depositors} interest tog?ther
.with new guidelines whichAwill lead to improvement in the effec-
tiveness of the present procedures and regulations. |
On the government sector, the methods ﬁsed in mqnitoring
commércial banks are based on the regulations as stipulated by
the banking lawse fhe Ministry of Finanee has assigned this.
tgsk to the Bank of Thailand, This thesis will start off with -
a background jon Thai commercialybanking)laws from the.initial'
stage dating ack-to B.E. 2431 and ftslovolutioh led dHe present.,
Iﬁ addition, the'study will touch on the procédures taken by |
commercial banks'in foreig@ucountries in protecfing the money
deposited by the depositors, especially centering on the Upited

States for the reason that it probaEly has the most advance and

intriging banking system in the world.



o

In general, the operation of éach oommergial bank has to .
’ follow.its own policy and administrstive procedures in a say
that £hey serve to protect its depssitors interest. Thus, this
thesis will focus on the formulation of sound policy and admini-
strative procedures, especially the policy of méinﬁaining a
proper liquidity position;>methods of wvarious Ways_tc calculafe
this liquidity; variemws considerations used in determining a
pfoPer level of liquidity; and, mest iﬁportant of all, an
#naiysis of whether or not the present level_of liquidity being
maintained by‘cémmercial b?nks in Thailand,‘as presented in
chapter's, is aaequate in proteoting the depositors. Further-
more, the level and adequagy of capital is énother subject worth
studying. Chapter 6 will present a st&dy of methods for assesing
the level of adequacy and aﬁ analysis t6 determine whether or
not Thai commercial banks maintain édequate capital funds to
absorb possible losses from risk assetse

The result of an analysis on the level of 1iquidity
maintained by Thai commercial bank indicates that the majority N
of the banks do maintain‘armuob higher level,of cash reserve
than ﬁhat as stipulated by law.  Howevery lookin; from the
depositorsipoint of view, this level of oash reserve as required
by~iaw is still inédeéuate to. guarantee prbtection on their

depositse Sirice their is no regulation to/contrdl 'the level of

/ ~

liquidity, some bahks maintain a very high level and some a much

lower level of'liquidity.'_Some banks do maintain a very high



level of liquidity but at eametime are able to exéand tﬁeir
lending by borrowing from foreign finaneial jinstitutions. As
a result, the last chapter will deal with the recommendations
)

on how to change and improve certaln regulatlons in order to
protect depositorse. The reoommendat1ons are to 1ncrease the
ratio of cash reservej Pixing a ratio of liquid assets -to total
deposite which maysor may not ianclude foreign ‘borrowings in ' |
order that'the samegiguideline williapply for all'commerciai bangs;
and to include contingent ex§OSures'into »isk assets with the |
purpose of contnolling bank}s lending and the paintenance of
the bank's capital funds. In addition, the basic structure of
the banking system shouid dhange from the present structﬂye of
private holdings into that of a public oompany. The'parpose
is to a551st in the rapid exPan51on of the money market in the
country, proper loan and credlt management, pr0per and systematlc
audlt and 1nterna1 control, and a2 p0s31b1e 1ntroductlon of the
guarantee on.depoalts currently belng applled in fore1gn countries
into Thailand. o R

The analysisd afée based'on the étatiStios in‘the”Monthlyf
Economlc Rev1ew Journal as pub11shed by the Bank of Tha11and-”'
1nterv1ews w1th offlclals of the Bank of Thalland; and from books,
artlcles dnd other pertlnent gournals. However, due to the con-'i

f1dent1a11ty of commerc1a1 banklng, the ana1y51s in thls thesis

has to rely solely on publlshed data.
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