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Abstract

This study aimed to analyse the financial stability of Thai

commercial banks,by examining a total of 15 banks during the period 1993-
1997 and separating the study into two parts, The first part is a study of the
degree of teking risks which influenced the financial stability of Thai
commercial banks. The risks included the risk from borrowings,the risk from
Joans and the risk from foreign borrowing. The second part is a study of the

| financial stability of Thai commercial banks by the application of the Z-Score
model for determining financial stability. The data used in this study was
gathered from their the banks’ annual financial statements from December
31,1993 to December 31,1997, particularly 1996 and 1997 which were the
years in which Thailand’s economy ground fo a hatt. All sectors especially the
financial sector received the full impact of this economic slowdown. The Thai
commercial banking sector managed to survive. Almost every bank had to face
the liquidity problem,the capital adequacy problem,the inferior-quality-loan

problem and the risks which had effects on profitability and financial stability.



All these problems and risks led to face the lack of confidence in the Thai
cormrmercial banks.

The study of the degree of taking risk found that there were banks
which take high risk and there were differences in the level of taking high risk
among these 14 banks. There was only one bank which took low risk, which
was Thai Farmer Bank Public Company Limited (TFB) which was in the
large-sized banks group ,while other banks in this group took high levels of
risks: Bangkok Bank Public Company Limited (BBL) had two high level of
risks from borrowings and foreign bomowing, Krung Thai Public Company
Limited (KTB) had one high level of risk from loans and Siam Commercial
Bank Public Company (SCB) had one high level of risk from borrowings.
Meanwhile for the medium-sized banks group, the study results show that
there were two banks which took high level of risk in all 3 risk catagories; they
were Bangkok Bank of Commerce Public Company Limited (BBC) and Siam
City Bank Public Company Limited (SCIB). Other banks in the group which
took just one level of risk loans were Bank of Ayudhya Public Company
Limited (BAY), Thai Military Bank Public Company Limited (TMB) and First
Bangkok City Bank Public Company Limited (FBCB). For the small-sized
banks group the banks which took high level of risk in all 3 catagories were
two banks,which were Bank of Asia Public Company Limited (BOA) and The
Union Bank Public Company Limited (UB), and it was found that there were
three banks which tock high level of riskin two catagories from borrowings
and foreign borrowing, These were Thai Danu Public Company Limited
(TDB), Nakornthon Bank Public Company Limited (NTB) and Laemthong
Bank Public Company Limited (LTB).



The study of the financial stability of Thai commercial banks
found that the average of the Overall Z-Score Index was 1.3998,
Therefore this figure was used as a norm to measure the financial stability
for Thai commercial banks. The banks which had a Z-Score Index higher
than the Overall Z-Score Index consisted of two banks which were
Bangkok Bank Public Company Limited (BBL) and Thai Farmer Bank
Public Company Limited (TFB). Their Z-Score Index were 1.4480 and
1.4368 respectively, which indicated that these two banks had financial
stability. The rest of the 13 banks had an average Z-Score Index below
the Overall Z-Score Index. This might show that they have financial
instability according to the Z-Score model, Moreover,it was found that
Bangkok Bank of Comnmerce Public Company Limited (BBC) had the
lowest average Z-Score index of 0.9978 , indicating that it was the most

financially unstable of 15 banks.



