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The purpose of this study is to investigate the factors influencing the
demand and supply of private credit of Thai commercial banks and to identify
the constraints that limit the growth of loan in private sector during 1997-2004
Two approaches are utilized by the study:

1. The macro-aggregate approach by using aggregate data of
commercial banks’ loan and the macroeconomic factors in a disequilibrium
model of the credit market

2. The micro approach at bank-level to analyze the supply of loan in

each bank-size group of Thai commercial banks.
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From the study by the macro-aggregate approach, the negative sign
suggests that an increase in loan rates leads to an increase in demand for loan.
The high level of excess production capacity might be the explanation.

The increase in consumption leads to a modest increase in demand for loan.
Private securities do not significantly stimulate the demand for loan.

The study finds that the Lending Capacity (LC) is the most important
factor of the supply for loan. However, such relation is not a one-to-one
relationship. Loan Rate (I), Capital Account to Risk (CAP), and Allowance
for Possible Loan Losses (ADA) have positive influence on the supply for
loan while investment in asset (SEC) shows negative effect.

The results of the study by the micro bank-level approach suggest that
Lending Capacity (LC) and Capital Accounts to Risk Assets (CAP) do not
have impact on the growth of loan. The finding also suggests that every study
group has high liquidity. Thus, the increase iﬁ lending activities and the
Allowance for Possible Loans Losses (ADA) will not affect the supply of
loan. Loan rate is not significantly related to the supply of loan.

The commercial banks could not accordingly adjust the interest rate because

of the high level of liquid assets.





