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ABSTRACT

The present services offered to customers in the form of
financing and credits by all commercigl banks in Thailand can be
classified as overdraft sgcounts, loans and discounting bills of
Exchanges This type of transactions gives banks higher returns
than other types of investments, thus, the risk is higher. The
most important risk is the ability to repay on times, The reasons
for delay in repayments on their loans are caused by many factors
such as the drop in salés, priceés of products, the change in demand
of supply, the change in productions and distributions techniques,

the change in business policy, the natural disaster etc.

Thus rules, and regulations for analysing the capabilities
of the borrowers and.theirs.abilities .to, repay in consideration of
granting credits with least and calculated risks are necessary.
This is evidenced by every concrete rules and regulations for
granting loans and credits for their customers. Banks have set up
qualification of borrowers, credit information on their financial
statuses, iending limits rates of interest, projects on loans and

collaterals according to capabilities of the bodrowerse Banks
1



lending in Thailand is based on collateral such as land and building
rather than good projectse As banks lie heavily on land and buildings
as collateral make people would invest in land and building which is
non~productive and results a higher price for land and buildinge This
creates a higher cost of production when the real cost is still the
sames Moreover, this slow down the growth of the money market despite
rulesand regulations established through The Security Exchange of

Thailand (SET) to encourage méke savings in the money market,

For the fore-mgntioned reasons, the approval of loans and
credits of commercial banks in Thailand still consider collateral as
the main factor for determining on granting of loans. Thus securi-
ties on loans cangbe classified as personal guaranteesy collaterals,

financial documents etc,

Formerly the expansion ¢f credits was done in a small circle
on within the group eof businessmen who were wellknown to each other,
Therefore the problem of financial analysis for approval of loans
rarely arose, Howevery at present, everything regarding business
conditions has changed, and this makes all commercial banks more
careful with credit analysis. [The most vital factor,to consider the
customers ‘for loans'| is their abilities of. repayments on loans and
this commercial banks can make analysis from financial statement
together with balance sheet, profit and loss statement, sources and

application of funds statement and lastly cash flow.

For good result on granting of loans and credits it is necess-~

ary for banks to have control on loans and credits extended by



reviewing closely constantly and periodically department in order
to check the records and volume of this kind of transactions The
banks have already committed themselves in order to see the abilie
ties of borrowers on repayments. If any problems arises action can

be then taken immediately,

However, granting loans and credits to customers by commer-—
cial banks must be within the limit of the laws, The Bank of Thailand,
by Commercial Banking Actey, B.E. 2505 with the approval of the minis-
ter of Finance and banking business is closely related to the benefit
of Society and economy of the ﬁation, has an authority to control on

granting loans and credits of commercial bankse

Other than this, the writer will give analysis of how the
commercial banks in Thailand practice together with samples and

recommendations for improvements

Summary, proposals and recommendations are written by the

writer of this thesise
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