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ABSTRACT

The objective of this independent study was to analyze and compare the performance of
12 commercial banks listed with the Stock Exchange of Thailand between the years 2002-2006.
The data was collected from specific financial statements, weekly closing prices and the rate of
return of treasure bills with one year of maturity. The above data was obtained from the Stock
Exchange of Thailand and the Bank of Thailand websites. The results of the study are as follows.

In terms of liquidity, big commercial banks showed the highest liquidity from the high
current ratio due to the fact that their loan-to-deposit ratio was lower than industrial average. For
medium-sized banks, their current ratio was a little lower than industrial average and they offered
small number of loans. Small banks had the lowest liquidity; they used all their deposits to offer
loans and they tried to find additional financial sources so that they would be able to offer more
loans. This resulted in their liquidity being low.

In terms of management efficiency, small banks had the highest net margin ratio due to
low interest expense. This reflected the efficiency of small banks in controlling their expenses.
The second best efficient group was big banks whose management efficiency ratio was higher
than industrial average. Medium-sized banks showed the lowest management efficiency ratio

with low net margin ratio even though their expense ratio was a little lower than industrial



average, because they shouldered high interest expense. This resulted in their net margin ratio
being lower than industrial average.

In terms of profitability, small banks showed the highest potential even though they had
lowest return on equity ratio. The second efficient group was big and medium-sized banks for
which return on asset ratio and net interest ratio were lower than industrial average, even though
their return on equity ratio was higher than industrial average. This was because these banks
obtained less capital from their stockholder than small banks did. Therefore stockholders of big
and medium-sized banks gained more return from their shares.

In terms of capital adequacy, the overall system of commercial banks’ capital adequacy
ratio was higher than designated by the Bank of Thailand by 8.50% which meant that the banks’
assets were highly protected and the banks were still able to offer security for customers. Small
banks showed the highest capital adequacy ratio and medium-sized and big banks were ranked
second and third respectively.

In terms of market value, medium-sized banks showed the highest market value ratio
with the highest market-earning ratio according to the Stock Exchange and much higher than their
profit. Moreover their dividend yield ratio was higher than industrial average, even though they
showed the lowest market-to-book value ratio. Next in rank were big and small banks. For big
banks, the price-earning ratio and dividend yield ratio were lower than industrial average, even
though they showed the highest market-to-book value ratio from capital accumulated from
stockholders. Small banks showed the lowest market value ratio even though they offered the
highest return as shown in their dividend yield ratio being the highest.

In terms of market value added, big banks showed the highest market value added which
reflected management efficiency and the security on the part of stockholders. The market value
was as high as market price and there were a great number of stocks offered in the market. On
the other hand, for medium-sized and small banks, the market value added was lower than
industrial average. This was because the market value was a little higher than the owner’s capital
according to stock price in the market and the number of stocks offered was low. No bank in this
group showed the higher market value added than industrial average.

In terms of economic value added, big banks showed the highest economic value added

which meant that the banks were able to add value for stockholders the most. This was the result



of the most profit gained after tax while operating with the lowest capital. Only big banks
showed more economic value added over industrial average. However, for medium-sized and
small banks, economic value added was lower than industrial average because profit after tax was
lower than industrial value and because of high capital. As a result, both medium-sized and small

banks have lower economic value added than industrial average.



