Rudiafi ina lAes e la (NPL) waz
msusulaseasneitiudszine ne

| HA T R

Non-Performing Loans (NPL) and
Debt Restructuring in Thailand

g -a 6
UYnsah WL IUUN
antudsusianswamlseine ng

S A R R
Pakorn Vichyanond
Thailand Development Research Institute



AnntudeNamswaIulsEinalng

gonfuiseen TRl szma ne lenefatiuianinisdaidaliung  uay
LtmLLW?’NamuﬁﬁﬂﬁiﬂmmvgmaLmzmnmu Judnduannivdsadanlaunewaunsn

i v v i
1avdszmalneilidassauduysiinliuasininlsusslaFumanadiugayain

ar o

JUA mﬁummﬁu’%qLﬁumsﬁﬁﬁﬂLﬁ;ﬂqumgum?ﬁwumuiﬂmmzﬂzmq AuTA
sifam?ﬁmmLﬂiiﬂgﬁmm:ﬁqmuﬂﬂwﬁimﬁm anwiuldiedeivlull we. 2527 Tag
mm‘%ﬁ;mméﬁﬁmmmmznimmiﬁmmmsmmgﬁqLm:ﬁaﬂmmmﬁ Taedl o
WENTTUUFT WAleNWTH Augaiuwd uaz dwid wenizuuss Tued nla wuis
Uszmalnewaun  dudszsusanluidacunsludennadifaudan veiesey

NuAnlunsdnmeanitiulusrezGuusn

o

AT WazadddnAny 4 dsenmishe (1) ANBuNIuAzAUETNNNTIABLT

(
o o U |

wlaung (2) Ansedudansauna Fetayadwinaiafaoiudsaiunisutauie (3)

af

]
2/

A9 E9UNTI TN AN TIRA LN N ST R e e LU s TR WS Eaulaune
[l = o dl & o Lol i ] v } %
war (4) wewnwsuasasae iiadsslemifanisiwuaulauiuseaduiaanudila

2091 52111

walussgdnguszasAninanadesiy antulddnssanisiss 6 dhe uay
' 3 0 a

wihtnuddeilidaiadels Tnefifdeensthe uarlassnmndudiuiney uay

U
'

findseRdennaunrngududionsuiusuaiainae fndaediadu Ae
(1) wAngiamesne (2) anudniusniudsegnaszninadszing (3) ulaune
\ATHgNAdIUTIN (4) nEnensaTsNIRNAzAandeN (5) NinenTuyuduaznng
WaWAeAn Uay (6) nsWmuInenmanfuavinalulat
anntuaiiumaniglsinisinfuguazaesanianitii KaTAMENITHNITLINNS

s < o | 3 0 o
an117u Ineddszauann g adineu

U



Audanlinalwiinsels (NPL)
wazn1slsulassasraniiludssinalng

Non-Performing Loans (NPL)

and Debt Restructuring in Thailand

dnsnl At uun

Pakorn Vichyanond

v aw o [
ADTUUAELNRNNTN IFN'N']‘IJ‘J‘SL‘V\ ﬁ\lﬂﬂ

Thailand Development Research Institute

NUENEY 2545

A o nSadeanoah
‘s Voll rSpirit Network

TRRM

ribution-Noncommerciak-Share Alike
fasaodeunaainn dnnhlitdia



ISBN 974-90614-9-7
Audenlunalinamels (NPL) wasnsUiulanaianillulssmealne

(Non-Performing Loans (NPL) and Debt Restructuring in Thailand)

2 L} d
glew: Unsnl Frenuu

o e X a

WuWafan 1 aunuenew 2545
AU 1,000 LN

m'mamaw%r@ 2002

A1Av s idsefansiaunlszmalne
565 TRLTINAUWG 39 LIATININAY

nganNwY 10310

neAny (02) 718-5460

Inans (02) 718-5461-62

URL: http://www.info tdri.or.th

Email: publications@tdri.or.th

, X y a o a al | v =
ﬂWTLNfJLLWTL'f]ﬂ@'1?uLﬂuﬂ'\Tl“U?n']?ﬂ'NQ‘ﬂqn']? ﬂ’]qNLﬂu‘ﬂﬂ?']ﬂ{]'ﬂf‘!lul»'ﬂnﬂ'\ﬂﬂu"ﬂ@\ﬂB‘J‘L’ﬂﬂu

flavieliswduseailunnuriuresyaitaoniAdamanisimuidsznalng



T
1o UMY oo e N
2. AWMANANTBI NPL oottt 1
3. NAATANTUAINITADUATRULN oo, 4
4. MeUFUTAREENOE e 10
5. UITENUTMTAUNTNEING (TAMC) ©.ovooie oo, 17
6. NUFUTATIATF NIRRT Lo, 20
7. BOMNNBIITA oo 21
8. adunAlaBaTL oo 24

Contents

Page
1. INIrOAUCHION o e 27
2. Primary Causes of NPL .. ..o 27
3. Measures after the Meltdown ... 31
4, Debt ReStrUCIUNNG .oovieiii e 38
B T AM e eaes 47
6.  Corporate ReStrUCIUNNG ....vviiiiiiii i, 52
7. Alternative VIewpoint ... o 53
8.  Concluding REMArKS .....oirieiiiiii e 56
REIEIEINCES ooitiiie e e 59



ANFUYANT

e
9afi 1: derinaundnannaiuludrsesdmiuRunindressunanannded 6
ANT1aR 2 NPL PRIANNTUNITRULTTINNANT o, 7
mi’m‘ﬁ' 3: n1s’TLun NPL* AVHAIAGINR oo, 9
M’m\ﬁ\' 4: m’mm?{ﬂuimmm NPL Tan I UNITR®U o 22
sl 5 nsuBeufeusyuinasynAte st AVBHaUY oo 23
List of Tables
Page
Table 1.  Loan-Loss Provisioning Requirements for Commercial Banks ... 33
Table 2:  NPL of Different Categories of Financial Institutions ................ 35
Table 3:  Classification of NPL* by Business Sectors ..............occevvvnen, 37
Table 4:  Movements of Financial Institutions’ NPL ...l 54

Table 5:

tnternational Comparison of Labor Productivity ..............c....... 56



aly 1 ¥ a [
Audanlinalmiinsels (NPL)
wazmsUsulaseasraninulssinalng

1. uUnun

1 4 v
<

o 3 o s Y - ] e‘ < il or o
ndsnanganisaimenisiuzewidiedemiiaaulul 2540 veanniu
< v ' a 3 nll 1 2/ o ell
nsRuuargnAtsneilszauiyuiainnasindeyoyafisinuanuasdag niunidung
Audles Awdedlineliinameld (NPL)  warnmisUfulasaaFranilléinauating
' ar ° i < o dll :I/ , A:II
wnsuasuazdsaenssiegauneiaaiu ilesannvivaesdeiidanansznulngmsg
v v ' [ S } % d’l -3: ' ar
uwazlnpdonetpuusssianndie  (saunadwmil gnuil ussmidienuresiy) lu
|4=II° [ ° <l o a =3 -l
WAIEWTFIATY (vafnls whusnw waznaadgiiule) AsasAnmnuaniann
199 NPL uaznisdiulaseairanil unsieliiazuansiwdyailsfuaainanladly
gunn duldun anuamdnaes NPL smsniseesigudsanninginisal nsdiu
v
Tareafounil ussmuwsduningdlve nslfulansa¥esadiamia yuuedlun

wiyuntiauardedanmluunag
2. #umAUaNad NPL

n1s# NPL Tivsgetuiludunnnsendnedl 2540 usy 2542 Auifleannann

q
a
thdtaunanetiadeiaudylsa annfintunianiu Ml dsznisusn  suiAng
widrd nefnauianesumaiauazaiatsraunisallunisuinsdudnuay
Ruf  Wassswarsidousonlufamauaaui AuTnddesdudeliunianislu
wiauarlidesltimnuaulauinisszluauideseasdude wasuiAsnauly
] v t 1
Awmdntszmudanisasriudauyrraidudevlslunisldesdude  Aghi
uwlanlafidwidawmaiuinazifuslusiugsialuireviedtefuuradiinisues
o < 1t Y 1'% 1 :’/ <l ¥ 4% <l 1/
aofums@u  ldrTasesnsRudwaniuasfiauiulfinndenials  wh
nsevandndseiunanttiunisdulnadlufawnddnldfunisdsafiusan il

¥ 1 - dl n‘ o o alz
OnNEas LW?’]:lNNN”!ﬂ?ﬂWUﬂ’]?ﬂ?Wﬂ’W]Lﬂuﬂﬂ’ﬂN?UﬂuV]Q1ﬂ



2 audeilinaliidnsels (NPL) wazmsUiulaseasanilulszimalneg

dsznnsiass  gsfalveiilildsunaswdadiilasaiouasdmusssumig

< 13 2*X o dl ' 173 k%4 o a ] [ v
neRuadreafaiuinandisiu - dounnndinidufanislumjasausfauassieanis
fndunavinsesueld  ganawmaluRainisduiuinndreaniulniiied

ANNFIBINTRUY ufarmnﬁutmqiﬁuﬁqﬂmqﬁaiﬁi“ummﬁumumrmgmmev‘f

NNTARIBNGaE! me.,nwm'anzuammuNunﬂuérjmmmﬁﬂﬂﬁnammﬁ@u

[l
=l ) pa

=l ¢ \% oo
mls  wsindulufidauasvteuidududmuRutiunaiang e YU UTHY

v

wnrulnednazlinasmnisailinauazliseureulunsdanisduyuaasay 1

wantiAinMRufrresduudinssisdmivlasinisssozens maldndadumse

Y

nll - dy ] 1'% o o a:lla v ) :I/
Wa’wmmumnmmiummﬂaﬂwmﬂwqmwaaum:mquumu Be¥elunaniu

] A k4 dl - ! o 3 = 1 ar a a;
Ui euadd i @uuansdssmanav U g Quyuina dulugsiandu
v v
Ruumnidu vize lineneuinggusRunsalssmagriesswuliaung

Anwausituian AU UL AT AvTa LS I UL AT 1 BFA19 T B

dsznsiiany  aontfunisRulvesinaziqaganlunishiomin nunau

o a s B a4 o v
wazifiuguanNAunTresdudendsaniilisesRudadagnidnanelyuds

9

TUN U I AU E91UN AR5 T ATNAINAI T UN1TATIRA DL ULAS N1ALALA

49
v

aonTunisdu asalefimy mdsseuwaniuffrduladlanaianisiduaasine i

13 1 % 1
wituluseudyn  (du demeenidy  nasideadulia  ANMAINIATLTE

]
&

ganssn)  eRazaruayunsudeiuuassr@nininaesnain  Feindulaitload

AavnydRuuiusalssmalull  2533-37 LLﬁi'Lumm:Lﬁmﬁuﬁ”@;gnféhﬁumwﬁu

q 9

A1RuAEAANT A9e. agatiesetie

Uszn1sfid annozwesayreaassgAalnelutadd] 2533-38 dafludounis

<l b~ P [l L=y d? 1 a o
28 "ﬂ’]{]ﬁ’ﬁfﬂu%'lﬂmmtl TiefinIuunney  IWsZaRIINNTILERaT89

v i
=& =K =l o

wswgialneldvauterziu 8.2-11.2% sellluansidnmaesrzmanimnw

or

fmndndnseendelutlszma (11.75-13.75%) Aeudnannndsnsesuliiunulug



Unsal Freuud 3

dhannsneUszmAgraysduanssiy 2-8% tesmelduszaaaseiull 2530-32
Wy 8-12% wssmelfszaisiellugl 253339 Feirlgnisudedud
a;uLm'Lum?ﬂzi@ﬂRuﬁ@Lm:mﬂ%"ﬁummL%‘Immmﬁum@ mmmuﬁlﬁums
(Truannzluningravnssiuazadanizuning) lﬁmﬁﬂ‘lﬁﬁmmdmuﬁauﬁiﬂﬁunu
Tneiederesgsialnaveduiendauminde fe an 8% luil 2536 B 155%

)
l

Tl 2539 Fadudnsngeiigaluussandszmalunitieds wu Sulatids (92%)
e (62%) AAlUS (58%) uazdeand (39%) gaanunssufiguiraulalusizdy
Toun mdn Yufius nszany meunse wafiliaef euews uasBinainsiing
‘e Ay a vy Y Y Py v o gany a &
WAMASRINTIHAR LA RUNININEUAY A NseINsRuATesd LT lnARK LARNTY
2/

° o

pufiann M liguaaldindeanise@nlaidini (45%) dudulidiuianiasiamgia

Q

GRS

dszniatith lwwdrasdmsuanildew anulzalindndseniswiialsfinau
d“ ' o) - | -g { < < <4
HaA1edduneadnd 478, WIGIUNINTEMINpeNNEIEY 1 2538 uavihew
o | ) :’/ fo- g ya‘ d’( d; = o e
figuiau T 2540 szwinatiuAnBunesand ase. THRNAU 38% WameuiuRueu
allu AII <l o & '3 o 1o @ v AI -3 | o
Qiu usr 27% WeWsuiuRuunfneesiy AduumAlsiRntuduiuneylu
v ] v
fasanmiuiglaynarduumiunsniiesanadunseasts ase. Jumdnanidy
fa nisfinAresduunduianeiiassiuduiuianieiazainsauanas 1y
widgidiuasie  weng iy uumwnfmo\@um‘nmumwmm‘\vmmmmmam
fadu  nasaansalifuetnsuninanednigazanARuumasnanfuliduule
aanandszimAduduninluaiousnaesd 2540  Banuduiluasaniuiiyadd
o o -1 1 1 e Aal 4=II <l dl % [ Y4 ]
umaraawi WEguiimesasRuumdudeiivanaedild  wdwandses
Arduumasuiilssmalngldrenaudaeiuaan1ean1@uaInneunI Tl
] o &R © 1% d o o d‘l dl 9/
sz fjRssfludiesaniuinnmniminisluauteulsiidusnuin
yasnasumMsiusswidsong  dwinlignmaenidevegeautersiuiuaiiy

1 v v 1 v v
poming ARuumiasaailudunnniesiidniaenieivegeautiudaug

nrenuatquusssan vy utsudueestTimientudiilug  Tnaawizuvie



audadlinelwiinsls (NPL) uazmsUsularssasaniludssimalve

B

aNsRuuainsinsdszimanazlilddasiunauidaamisiusnsmuanilasy
v

AAUNTINTL

dll o [ dl 1 3/ L% :I/ A’l Y 3 1 é’
Wesniadeiinanadndiuiedu NPL  luszuunisGuassineRanagedu
ateianlaann 19.78% daell 2540 feqmgeann 47.7% lwdeunqunian
2542 gannninqageaaredtlszinatu  Tuthwedunzduesnsag  saathaidi
ey (21% TeeungAaniay 2541) RaUTud (16.6% lwseungaaniau
2541) WAl (8.3% lwheutunan 2542) uaran (28% lwseunguniax
1 %4 1 v 1 % 14

2544) ynuedluniasantloyun NPL gesineiinauainnisfiiaduiiuazgnuillaid
o o a‘d 1) dv [ o o <& i aﬂl dl v [
ussinAtnana  nedhagnuithideasedssiniiaui@aamainuaiafiiaadaaty
nsldane fusaniienisaau n1sLdlna uazniaifieinle dowunnedaidmiifidasy
AudalaedlAdssiluanudesetnazidunsaumauuazAnnanauntii wananny
aontunrRundassdudeinlides liRnnuuasamageuiaaanudiulllsie

all g/ - dv [ ;9 2 ' - o
ANALMTIMNgINatesgnuil  uiAndulugnnszgulildesumemeziunuann

'
alosr o

oiNﬂ?xmﬁ"lum‘ﬁ'w dusunnnitlesunainunasninda@inienisduluane e

a9

[ " - 2/ ﬂll 1 ' P Y e a dll d’{ [
fhARuun iasnag ﬂﬂ’l'ﬁﬂﬂﬂ?ﬂﬂ'ﬂ widialaaansLisunsduidaduiu

Y
14

. v a = o - 4 o < v
AINENNNsDaEauTATIesgnuilunisiuniseuil  @aRwaleetivaonaiulyles

Y v d’ [ % o «a dl 174 1 ) [ % o &
1041AaMdu] wamauwnuiAg wasiladenianatiaiiedes Tldudnning
wedeAlsziuiaduans) wanee dhandufiudssiuil windssiuilldfuaas

- < [ A‘J S [ dl 3 v v
aulafieane NPL TuszuunisBuaasinaaslinstugefisssduiingnadnesiu uas

Wugassasiansasyiulaniaassgiasessznalng
3. AIMTNITURINTTADEAINIULIN

\WeteaTaaaesl 2539 Adluiviudaudadnzenduyuaiewisetlu

° v - = dl. = o o <& } Y
nmazannann - daulugitiesnnandudesdenianning  Faadadanisilom
Tnavanedeanns  wu Widwdesteuduundsanisuazgiienslaldinese

ARINITUNTNE] "MD’NU‘J"J“H'VImﬂﬁﬂ?’ﬂﬂaUL‘ﬁ‘ﬂ‘V]‘ﬂQQ’]ﬁﬂ FAMIBIANTLTUNTRULTD



Unsal Seuun 5

=

- ar L Y 43" 1 < o r' J 1
adaTunindinedaduideadnsuninehdilogymn NIATNNINATLANIMAY
\fiasannAnniieiaresanInafaduazan1anIsaimgasnamdsani duumldgn
Taudathaquussuazluiigafignidesliaessia lwAeuBonan 2540 Fgasdain

NAN17189LTEN U 58 U

TuRausuAN 2540 ?"ﬁmnmhﬂmﬁ@mmmu?ﬁwL‘Eunu 56 wiie uazle
T@uauwfwﬁmmﬁﬁwmmﬁulﬂf'fqmﬁmﬂﬁfamm{jgﬂszuummﬁumiﬁu (Usa.)
it X A .« .Y - “ o -
Alafduntudinefazanedunindivartueanniely 1 I Usa. [esudiunng
ﬂszgaﬁqamﬁm’fmmﬁfamnuuqmmmudﬁu (UTTENLFUNFAUN TN ANTU

- 4‘ 1 y‘a’ o o ] — o Us
N Bedmdsryalugusdassiunnssomiie nsusvysfuningdaes Usa.
Inadnsliaviniae Aaldifewd 1 lu 4 gesmamiisa doywmdnagiina
YAINFUERUNTNE mwmnﬁwmmmgﬁ@ LAZANNNEAEIATBINTZUIUNITNI

NIt

Wiuf 31 furen 2541 sunArswistlssndlnefdunginnsifeaiuns
SoduBuning I;T\az‘hmwﬁzgm u,azuqmgmmiﬁmmmn?ﬁu etnszAuaniy
msdulutlssmeiugssduannaniehdl 2543 nisdmduduninduunlmisnilds
Avmsnansalumsinsziirasgnén msdanisdunumudey meitsenAuning
ULUNAY Lmznwﬁwummqm@mﬁm;31"1\1 Faus 1 NINJIAN 2541 ATINMNTETEN
RuﬁwﬁﬁlﬂﬁmwiﬁqnLﬂﬁlﬂu“l.ﬁlﬁm@uﬂquﬁqauﬁ@ﬁﬁwifwzﬁ?\iLu;i 3 weualyl
Ay 6 vite 12 deu Aunindlual 2 sz Suldun Funindiinfuazi
ﬂf\h')ﬁ\lLﬂw?‘{Lﬂﬁﬁﬂdﬁﬂﬁié’\iﬁﬁimuﬁqm 1% uae 2% MNAIFL TuaniReai
ﬁmmswq(ﬁﬁﬁua:u‘%ﬁwﬁunuﬁmLﬁuﬁﬁiﬂwﬁqrgé’m%uﬁut%ﬁ’mdnmmgm
an 15% 1w 20% (@131l 1) Rum*wﬁ*?‘immﬁﬂv’l’mﬁmia‘?ﬂ?muﬁqm 50% Wnu
SMINANAD 100% LtﬁuﬁqmﬁqﬁmﬁL?mﬁuéi'n@wﬁzgcy 100% \IWAN N1ATFIU
Insl mantieAu Wsuamndaduanfdmdununelulszmaiudunemu

v
YaemAuaLTuat 9NN



6 Audefilinelidamels (NPL) waznisudulassafranifludlszmdlng

al o a a a as ar a
NN 1 TR INUADASTINITNBRUATDIA NS URUNSNEVRISUNAS N EIT S

MISATURUNING | szeziamAnedne: ANTINTHU ana1lua
Hudsaan Tuszuuil 2541
Un Haeandnt heu - 1%
nanadaluRfee 1-3 1hau - 2%
Fndnmsg 3-6 hiau 15% 20%
avdel 6 oy -1 100% 50%
asduavan Weundn 11 100% 100%

<f '
757 sunAnsuialszimalng

sruLNtsn AsuAmeutuAn 2541  TeAuannTiunis@ulideneau
= d‘l 1 ell =)

RIvanavuazAuTaLisuAIna N asunaununaziiume il N1INLNI
TassaFaRudazinsnreunguetatos 70% 1edwdensing tnasantegnuil 100
[ o - d‘ ] v ar ¥ dl d’ v 1 d’l o o 73
fuiuusnuardwmevredayniurasmibanuiifendas  wmsniamantladuls
an1unsRuindunistaesRuiuasnszusunisimvidus e ldaoud Aoy
Aunszualduanuaradnanisnlunistrseuliaead fadunannduannine
H o o " oA o v X ) o a
Atsziy  nsufulassaireuiiviantamunouteulafastivegfunislszfiuvany

dulUldnenisiuresgnivialasinisgsiaetnedndidasnanuaseign

v 1
dAmiuguzaessuaemilneiy Tudui 14 Ranen 2541 Fglsitlsznie
wmsnsdrAnylunsaduayulisumsndiadienauingy GaniunisRu
fugenUAnudenmuanaafunisiuitdudtsesludns lududivieneud

e 2543 AazanansniinRunesudui 1 18leeeeniuyindndliunigie

ﬂll o ar o as al' o d’/ v :// dll nll o o ar
waniddeuiuiustmsiguaiiinngenaldl  wenanthuiefiazdniinisliy
Tnsaaireniiviveasgueoniugnififitioym Fldianemadenldunanii

ad _d o A d e o A Mye v s
nsduianiinGunemudun 2 TnawanuRewiusinsiigenneldldiududi

(-

surATWITiTERanlud Hyarwiiudaunaniiunisduanayuainnisyiy

v + 1 ;3 ]
Tasea¥onil dszimumirdunmmenmsniadinyge 14 Aanasiiiluniadenil

o o

Aume fpilalanialianniunisduinlagsdasla



1nsnl Fgeuuy

-~

be

ar

(o= A oo e o - =
Nﬂﬂﬁ‘qﬂ{]'ﬂ Nﬁu’]ﬂ’]ﬁ‘W’]m’ﬁﬂLWﬂ\?l‘LNﬂLL'lNL‘IJ’W‘NN’WM?ﬂ’\?LWNVJHW?ﬁL@U@N

PN Y 4 dova o s cok g =
IﬂﬂLﬂW’]:ﬂW?LWNV}H‘UH‘V] 1 ‘N‘ﬂﬂLMN‘H@Q’]ﬁ“WﬂW?WWN‘DHE}\ﬂNLﬂul@ﬂ@t@ﬂnu

dl v 4‘ - s o 1 3 o :I/
°u'a\1mumﬂlﬁlmmmNunumn?gLLa::ﬂ'amm’wmmLﬂumwmummnuu@mmm

winiazideanldninsnisvesy auATHTE AU WS EAeslataan

a9

Y - Lol o v ¥ vy <
WuFndnsninenleeiuiudses@ns

9

'
=

fieufiasRansondenissulasaiiouil pardanAdauANFN AR ALY
sendeanunisin 4 Ustinludssme Suldun suimswndisdianauresine
pUNANTENT]  suATWITtIRsAeTEnA  LaTLFEMRuYY T 2 wang
Widiudr  suamndadinefideudslunaedudeqeaeie 51% Wil 2541
lurnsfimtuyuiduuinemaateniigeis 8%  etrslsinnaluuies
arunnAunineg nnillfFeuidumssiudng e NPL teeSumdunundugegei
70% il 2541 lusnizil NPL aessuwnmemdadinaeglusssiy 40% vailinos
AAauuNng NPL mmﬁmmﬁvgﬁgq (62%) itiat L‘f‘i@amnﬁnﬁéuﬁﬁumu
AANN9IIsUIANTWIITELANTY 6 Lm'm'?'iU?muﬂrymfaf;hmﬁnuﬁﬁﬂqﬁmmi
Al NPL m?iwmﬁmmﬁﬁzg\f%u supnsvlszivaat luanurmsaiudg
Toeil NPL singe (10%) esanmsnimsasu@ombeniennnadudeduld

1 -l o -
ag1lsruLLaslIZANENIN

< s - '
19199 2: NPL aa9da1uun1sdulssiansng l

2541 2542 2543 2544 2545

gouulieres | NPL NPL NPL NPL NPL

Audensdne | 5. £.A. £.A. 5.0, ..
suATnae ing 51 40 31 18 14 14
TUIATUR45Y 28 62 63 22 6 6
fUIANTANLTTINA 13 10 10 7 3 2
snATHA T dY 92 43 39 18 11 10
LIt unu 8 70 49 24 9 9

ﬂ@mmmyﬁéu 100 45 39 18 10 10,




8 Audalinaliinasels (NPL) wazmsd§ulaseasanifludszinelng

-3 d‘ b ¥ 3 p A dl a ar
nnusziduivanedeiy eranaalddiannunenenaiiazdfplanitu
nmeRduludlszmalvelflszaunnudiianeanms  weesanmdauntedu
d!l ¥ :’/ ‘hl ar ey ] ¥ 3 2/ o
anaunfaNamaiayy  anrtunitsRusiadssmaldidageiudusiuaunnnly
swAslneanman  Alddosrenagutdugn  swaewdisdidszaviiguign
mudhiusunanseedy Twinzideaiusnamrunlugjausoasgadauiohl

Tnaaeniuiidugnuansyudnaujiudnsuasfuiseudns

4l

ué’amn‘f‘mqﬁnflmﬁﬂmgﬁ@ LLﬁdﬁ%ﬂlﬁLﬂumwmﬁmqmmngmm'ﬁ

8 1 v
alal @ o o/

all o’ ° o o : 8/ ] <4 Ay
NEINUANATNAAITNLRY NPL H1NTU ('Lﬂﬂﬁ"ﬂUﬂQN‘Hu‘Vlﬂ’]\ﬂ’li‘:ﬂQLL[ﬂ 3 Lﬂ’ﬂi&‘ll‘hﬂ‘].]

ws 6 Wi 12 weusiNinvuatieund)  aantunisluununiszameay

annsnidnaunwdunindrasauldeduiuiiomela sz NPL ldansa
] v
asnanaludoad] 2541 T4 2544 adalsfimna alRMaITUENARTANANTINANE

nsanastes  NPL  wedubilduansdanafeuudadhigduaeineliifnmels

v v

vndauilunaainnisTanllgiddnizmsdunindaassunaeawndiad (998
14 wialuil 2543) vredaudlumaznisdiulaseairauil vedaudumeznisda

‘:‘/ dl' 0 <4 - 173 ‘]‘1 v [ %4
ALY HRSBU (L‘Iiu NPT ALRUAKLNEIU N1TUNENU Lﬂumu) NAIRINNIT

b i
«l

Watuulaanall NPL fiwdegaczatlusziumsioiusitanel 2544 a1anann

1 v
a o o '

v !
1991 NPL msfivgmdnsiasausiiuiusiusnineznisanadzed NPL fuilieannann

] ¥ )
nsfulaseairaniluazau Harwsuyindu NPL Mfinaulud waz NPL Pdfaundy

w3aflunaaInANENAILedAT I IAUAZ NI TN TAANA R TR TR

ms1ef 3 uan NPL eenidlu 13 Usziwgsiia atAmAELAm g
megagvnsTy  edaiiuning  uaznisAlAn/ds dudlunefinetywilu
Susud 1(26%) FusU 2 (17%) LAsEUFUT 3 (15%) ANAIALLAANITUNITRU
Toa NPL  daulnglunimgravnssuuaznisAdan/daduzessuiaswadiod

wngulng luanshiswiasresdiugfunise NPL dwlunflunaedenidanineg



Unsol Fgenuud 9

¥
ool t

A01UN1TITRINNALRATUNTTNUATEAIM TN NERTU T 2542-44 luatueh

1'%
mansiaaiuarnsuiinadauyaaatlszautioun NPL quusety

dauenanssinngnuil ludaenanedl 2542 e NPL atffiqngagntiu 88%

q
[

Y v
18902l NPL  visduiisuaswndadIneflusesyrnasssun  uiteanpiinages

nacdwaiusauyarnfies 24% weayadl NPL 98w douflideses NPL iflu

1931AL AR
A19197 3: NMSIUN NPL* AUMAGINA

2542 2543 2544 22545

5.0. 5.0. £.8. i.n.
1. InwATNIsN NgUszug nhatle 2.29 3.17 4.40 454
2. WHBULATN1SYAIANY 0.44 0.73 0.61 0.64
3. §RRIUNITNNITHAR 26.36 24.01 17.14 17.32
4. naa¥n 5.45 6.52 7.19 7.43
5. AnJAnuazAnds 15.72 15.70 19.91 19.46
6. W 4.60 3.05 2.58 252
7. 4998n 2.82 2.25 1.90 1.56
8. nw@uuazmsﬁu'}ms 3.40 2.82 1.31 0.97
9. sdaniTuniweg 17.58 15.09 11.13 11.38
10. as1spgline 1.64 1.27 1.47 1.46
11. U3nng 10.15 10.26 9.81 10.10
12. n7u3lnRdauYyAAS 9.55 15.13 2254 22,61
13. 19n3e 0.01 - - -
HaRIINRIRL 100.00 | 100.00 100.00 | 100.00

* gesswimmalagiantulng suA1ee9y swimssnaLssma wazLFEmRuyu

af y
Ax7; suAsialszmalne



10 Audafilinaliifaselsd (NPL) uaznsUiulaseadranillutssinalng

o &
4. msUsulasedsranil

¥ ' &/
flddnmanniznssunisieduadnnisdiulytanaionil  (adu.  vle
< - dll ' e‘l’ s.lall
CDRAC) lwmauiiguien 2541 ieissauaiunisiasaissuingnuil fians
dnandauiansud winswiane uwerdAnnisiuvduyu lunisnunasnisdiu
v v
Tassafantl  wnuwewidedsfulasadatidaulugldnseusiuaes  London
d} o v v d‘l ° 1 [ d‘ 1% lﬂ. o dv
Approach  daaduayulidmilyinnudniy  uwsnudsudeyaiasiugnuil
1 3
AreminiAALNaunAIaINIInani winsnsuddgwiuendia  uasBiuoanly
t 1 ¥ 1
Audasialiasly TnelnfudansdinasdfulassaFronilil Ay, daifnadnundess
v = Kl o | < A o P o
14 Ae nedlasaiinineslasiuidwiivarasy Segnuiiaiaslafasiaununisiy
1 dv dn‘l d‘ o 1 % n’l’ <l as o o 2 4:" :1’
Tassafendl  (nadifinesTaeiuduiisadeainldfunsdanisiagiduiisedug
<y - o - [ ¢ o« 1'% 3 o 1’, o - ] 2/
wraFEmussdunindraadiull) udaantu sl azanfiunissiellddennas

] v dy d’l 1 %4 :’/ b 4 ) 1'% A‘l’!/ o
TMINRINULATANUU NTBNVIRTDANAITESUINLITUUATENULEN

o 1 ac L ¥ ' o A:l’ L% .31’ <4
peteredisuidym tHun andmsmeaenity Idzuznalaannil tineng
] .l o A:JI n:ll all a’l’ < £ %
nstnsrad  dantiudiueenduniigny  wazilfuugrusviiiiuuvisarudou
atlafieny nsasansiesemiliiduizesite wszuenainazagnielsiusenasiu
1 I} d” l/ﬂll 1 4 ] a 1 1'% a’l’ ]
anuaeee (y gnuil gietadundanfanislud Wanlinasluuazsinadsune
1'% v d' 1 % 2 ‘ﬂl } 1 ¥ v ° o
Wnthigasuiamnas  idvinassnang)  udadedesagnielsidadninnig
= v lgv 1 % ] [ v
npwineandae  TuwdiiglinenenudasTaayfulpuslangmineduazanauas
nguinedaning TwansAeedy feni@nnisznEiestiuayunissessamil wl

v ;3 1
nsziuimunistiulassairamizaiauiafdiaaiunssuounishenauazsenn

1
=i

¥ v
oateiddatiennuegeinmaniy Wl daunnsiraszndnesuansing
LazERIANTENUTEINA desansunansinvdszinadnlaesduidelae il
o [ o < . %I o < (-1 0 dl ] o d” o
wdnnindisederdsein  Aafulandnsunansingfiaviasansaseaiugnuina

AngAnisad Tunnassaiudnusun A InenAURLaRALAUTUNIAINITILLUAD



Unsal G 11

¥ LI [l v
guiiilsvaution  wanniwdisedemisziuiiteatdninlisunansinawaniy

4 o e y s o - ' " < a y T v, ey
tominedsaiaciasfantseiuunuiiastiamfegnuil - Bedelundnfutansgle
uwilanguunsdnazaieludewdiguiow 2541 Isanteaanuniuluidaesunmnsnis
4 F a4 < o < o - ) 4
seWwvsetInmvbe (Audu unil 11 TeanguunBanieing NRsmsteamie
uilusiasiaddoulnnissninaduil (vieetnedes 75% aes@nsnisaanides
reudmilinreuaquatnades 50% 1ewilaeAng) dadmueilinliauduala
= all ] A’dn - 4” = [} dl
reesuATwndld inefiazsesewndfiavinannty  Ashivudanlandszuno

v ot v '
90% resnsidfulaseaieniifidseauilguiiuianlaatusuiarswadiae ne

Tunanenstdl  dvilnenguiastiandanninegdandssiu  winssuaunng

< ar 1 19 <4 d" =S 9/ % o - <l
tanindludsanalnedeudredinitionn nauHagaYneI8INIIALEUARNAN
ngunnesindndradmi wainszuuMsuffunauBLazFuuAaudnega

futleananselinlildfuan NPL ussdoiesduaas NPL Tunianduiu sy
1 % -3" v o v b4 1 -4 4’{ ] Aﬂ' ] d‘
Tassafraniilnguiatauatenalinaetinemaifaluuasdsedaenanugswind
Resleaiu NPL wsdidmildeaiulaluanuaialagesgnuiinaunsznsdeausu
o o <2 v v A:l/ o =
Reulrrasdygdufuuneionaléseadmiiavanss easansunaswidiadlneg

o o [

- ¢ 4 o o o & o A A ° X P -1
NOAVANN Wﬂ“?@a\jﬂqﬂ?zﬂu 'Q\UJﬂLﬂ'ﬂﬂqﬂqzﬂﬂﬂqﬂqﬂq?‘nqﬁ\:uuuwquzmﬂﬂuqty

b

] Ll

' <t ] } 2/ ar o @ 1 ‘:JI 14
na1aluBNuIuiaAS ﬁuqﬂq?ll‘ﬂﬂﬂ’ﬂu‘ﬂ']\?L‘IJlN’JﬂLW?W:NHEJU“EJ@'J’\QT’]‘MUQ%W@Q

v
o

v 1 v
T1TAURUAUNN 100% wranmanily desaiusuninaindannatssuanniily

FNUSTINANNBRALUNULINEN 50%-70% AOB9ALRALAD

o

nadragnuiifidszauigyunlunisidannisean iunilymaesauiguiu
AII a’l’ s el o i < o o - - 1 4 ar
Hasangnuilliftnnnunifiuasluesnuasienidenisudmiusieenisluilaaiiy
2 t o dv v [ rdld )% o % d’l s
higansouuniunisswills AnuduwusRRszAd N AuAaiLIdmiuesesin

v ¥ v 9/
qelalignuiidindraduiimantiulunssusunisdiulassa¥renil wsinnlaidl

be

s

v ) y ol ¥ Py a o Y o Y
WBAANANTENINNATUUNADAAIDINU ﬂdﬂﬂnw@ztﬂuﬂﬂﬂuj“iJﬂ’]?L’IJ’l‘IJ’NU’NL’QWMu

& v
o’ o

9/ g v <l >4 ° v 1 % d‘l + dd-ﬂl 15
PBANAITSUITINRITNUUUN ﬂﬂ?:ﬁ“/l'11@EJ']ﬂLW?W?JL’QWﬂum']\ii']ﬂﬂllw’ﬂuiﬂ]ﬂ?’ﬂ



alw 1 v o [ o v
12 Audanlineliinnsels (NPL) waznsUsulassaranilussinalng

)
L o o o <

wanninduyumdsissauiudyntug  wenilaanfugnuiiinemedides

q o

3/
9 &4

[ = < v =l 1 % L% 16 ¥ !
TUNNTEAINAUTRNNNIIANENAE  wingnuilidneiudause ludlidnaundae

v i
o

e -1 v ) vy P - - -
wedunmsznit  Yudiunelwiduisesdumendauidetefunnereidui
as } % d’/!« <l ar o v ' 1 Z// < o
gonfuluynneendwmidon  Tusnusfeat  dadudouluiimantiuesiin
b g dl A ada o | dl o o 9/ ! <A
fasnirRaulaviedtllesiununaielsznisnauiiazdndulaidnsiuaenuvie

1=l

) o dv ] g b4 v dll ¥ n‘l’
fanfunnsEull winbififudauluignuienadusranelfidegniltaslnendmil

(Fwdszina) Aldindnnindandsziu wieninddusesgnuilenagnilaileduil

1 4
ar or L

(lne) AAnAnnFngTAUseudHaedag

-1 Ho 3 A o a & o o aa -
ViR ulazgnuilinidfeidinmnsnisRuitainiydtassdieduil
o - P & 2 - X
Guasdelupruaivlavsennuidlfanclazesgnuil  uszanudulalusiagnuilsy
funsaumnziduilinenarudueeiugsiasagnuil - Mlffnwmiensduain
[ =l e <l 14 d‘ o 4% 1 o k%4 ::’1 [
Urygaaszivinhenusgannazaanliuinssuasunisdiulaseafranilsmus sy
AU FuTNIIRTIAReLuAstssfiuguenensiuesgnuil (due diligence)
nsRaRINNTzualuanuasan U nsdssdinanuiulyifeadiaseng
NIANANTITIININNITRN  nrdrsatesnediulaseaieull  nasslasasuazdnn
wna1s  MlEnmnenisRuaintiyddassdszautliymnaadsznislunisviauing
1 .:i o ' ) 1'% —EII [ 4 o a e 2/ d'
wanil dethatu  gndwaesgnuiinnessldviuasinsndusesinisd R
el’ a o o e < % o o % (-3 ﬁll L%
109N nansiuaintnyddasy  Rndagniuisuazainlisiulafiazldany
' < A ¥ él‘ [ < o L7 ell a @ o e 1
soulavisedeyainaaiunistinsdanisuidntinsmianisduainiydaasy

2
| <t

HAMULTEITUYNWINAUAINLINUFINAVIGNUU Tuuansiignuilidugdaunilenas

k1l

[

<A i a d’v 1 dd“ ﬂll = o o aa 1'% 1 '
LATRTILGINAINTL DU ‘],uﬂ?W@HV]LE‘T‘]H’W]’]\?H’]?NH/NHUﬂJ‘H’ﬁ)@?ZﬂHWU‘U@UﬂW?@Q

TunsdfdRnueesgnuil  wildawisodamelfmszaueddiunisdisanuain

'
=4

dy i :I/ al'el' < o o aa < 1 o <
gnutlmantiy - JeymainitingneanisRwadndydsassiiudsruinlaiign  Ae
nsineauidunatauaianetesmaiiminzanusniulsc lamiundgnuiluas

|
FRTUU



1nsal Fgenuuy 13

1 ¥
-

teaneniiaaanisliulaseairamilie nsdudsuntduiururia
Runasmuluiiddmresgnuil etnlsfinu gnuliuneelifuafiazingudumes:
Aaen1rindualunisiinsausesgsia lfag lunreuaivesnuie iy
gnuilredulddnlaiazulsilifupuiieiuygsiammzidiuindaduin iy
v & b7 1 ‘N‘Dd‘ 13 < | 2 o ] < o
Aoullameadeyauvateiigifedesdiudndudeyadulum)insegyfainaszna
=l o = 1 ol %/ [l LA a
weariu Tuunensdl (1w Tsanenung) ghatumalug (unnd) HINWIANGINA
a8 e v = @ v - a o i
AEularAeINIsideenIsnszanaAiluidreTanIsUTsdanis lunstidu
anuil (11 gIfsswanansuazteelusedandn)  Ausnszazensfiaviaue
= dlo ar y U b % :G [ dg/
AnUENNNTRNIBIRUniNdsduasey nisdheaduilflideaaulalunnsudamil
@ Y d a4 A Iy - o
huulariiFenlyluniserunasdisunden  mezidmianaaudsen
R F y a0 X ae ad y X
9INavegnuil  uazmsmpNameaiul  Adeunsaiinisliulassairamilsvay
o -3 ¥ s E% = < [ % a e d” a
pnduFasnansiulplasaFensudmizedanisnialuiizsngnuil  Taaun
v e X . - o z o &
wi duildanngjaulalugnusRunsuisueesgnuiivarnisliuRenlagewmil
Coa da . X 4 vE «
NN AndesnanilsAenisinutiguiediunieradn  dulluenaseniy
: X i & o & P g
TesnstiusianizlunsalfignuiiainisadassAnniidoniimaeldet1v5a9gn
b 23 'Y d’l =1 1 ‘S‘ as L= <A dj s b % I k%
atilafimu Wniiliudnenfiaseeniunadenlanadennile duldun Weskes
windandnningdvsedeandseiu danilgy (@veradaudeiuuwininedineuy
Tunjuaranannlisieaintdunes) deutmleulavewiidiuivae Baenyvie

d‘ o o S = ¥
WARIUNUUATITE ALIAAUI WA

% ] ar U

Lflu‘?i'mﬁqmmmﬁL‘nuﬂuqqﬁﬂquluu%ﬂ§'1_|Tmm§’1wﬁ1ﬁzﬁﬂL‘%@ﬁ‘%u@g
ﬁumimmmﬂmgﬁ@ﬁmum mmﬁmgﬁ@ﬁuﬁqﬁ@u%amn n1suslnanie’ly
ﬂi:mﬂﬁ%@gﬂu?:ﬁuﬁﬁ T L e T O PRITTECTRP BP0 AP ABY
ynfiguti wiRldnaaruan NPL duerandusnidu NPL 3nafilaoianns

TunsdiinisdiulassaFonlldisimauiuineny s A



aly 4 [ v ar >
14 Audatlineliiiasels (NPL) wazmsUftassedrmiludssnalng

ANLUNR SUNANTNN TR 7e M BA M UR UG BLazaandaR ATy
A %3 o Y Yar a o o b7 e’l’ = &
nupudazaeldlaFuaiafinin Tupunenoiudiulnsea¥ el sunatswadiae
- T ol A o « o o % d”d‘ M Yo ] ¥ a
VAANTALABN N BUTaTRAUNFFAMFU e TFa NN nlR I I8 S uatinausiad

winguunenwnEiAulifedesndamuiuineadenfiu - 500,000 wm

<

o o ! X Xy o a v & vl o ) -
ﬂ’mTUVI’NCh?_IQﬂﬂuL'm VUWIQTUﬂq?ﬂﬂLﬂﬂm‘ﬂ@ﬂ@Lﬂu?')ﬂlm’ﬁ\jm@qqqﬂﬂqﬁﬁﬁﬂq

3/ o o d’ld 1 ﬂa‘lnll as 1% ‘:‘/ i) o

30% ‘IJ'ﬂU\?ﬂ‘lJu“NﬂmLL?QQ\?‘LQLLﬂ@jﬂﬂu‘V]qzﬂTUIﬂ?Qﬁ?']\?““‘ﬂ'ﬂ\?ﬂu UBNUUDITNUY
o s o Ay e d a o o p [y -t oy
ﬂ?uﬂiiquTﬂQNaV]ﬁtﬂuﬂquuu@u’! Lurﬂﬂmﬂ?Wﬂauﬂﬁ‘@?qﬂlﬂ’ﬂ@\jqnuu a‘ﬂﬁuuqq

o sy vy, o P o 3 o o o o daduy o
‘VI'W'L‘ML"\’]‘Muluﬂ'aﬂLﬁml@m@:ﬁﬂmﬂuzg{y‘l_l’]\‘lmuﬂ?'ﬂw\mumﬂ’]m“l_l‘lﬂ‘u‘wﬂw‘mﬁ‘z

1 o v ‘:‘IQ‘ o v 1 v | o
LL[FIﬂ’J’]Nﬂ\?L@I""I‘H‘ﬂ\?L‘iﬁﬂﬂ'ﬂ@:ﬂ?utﬂ?ﬁﬂ?'\ﬂﬂ nnNees unu@dmﬂwunumm:

b % d" v o < © v d"d‘ v o ”
FIUUABANTITECAT AT UTURUNANTNTE mev]ummam’mmumumﬂmmms

el TataR T mnums@wuammnmu ma‘ﬂf]u“ﬁmuﬁ@ﬁwumﬁd@ﬂfmm"ﬁmnLm'
amﬁuma‘uutﬂuﬁumnLummnm:‘?:muﬁunmnummwﬁaﬁnLﬂums:ﬁ@ﬁ

AuNnenLEu

=

s - a AI 4” 4‘ a I 4 ell
WArgUINdeed NPL Andunilaiiatudlesuianswidiae v laifinlafiay
ﬂ@@ﬂaumfam@mmwuuunsvmLmﬂﬂuﬁﬁ WWITUITINNIATRNLATE AT

wineunszsulisu At Funfudenuioigawinnaznszinle aruduale
ﬂ‘l’ 1% s !J [ 4 :’/ ¥ 1 :I/ ] dl o
UATNUNNAAULNGNANIRIEUNIANT AsdugnATwmaTiueIatly NPL snelud Sann
TiguA1 Wl ﬁfmi”mmuwumquuuﬂmwummmuﬂn suANINIRTER

mwﬁnﬁmmifqmmu uinufRaulign

wigunatsesigleiindjidnuligniauiuuses luudvasdns

a’l‘ J ] 1 s ‘:" ] b 4 -:l’ 1 4 a
ﬂ’ﬂﬂLUﬂ’J’]ﬂQ?QZﬂﬂﬂﬁﬂi‘ﬂlﬂJ ﬂ’]ﬁ‘ﬂﬂ@ﬁl?’]ﬂ@ﬂLﬁﬂﬂ\WZ‘ﬁQﬂLmﬁ(yﬁ’]ﬂu@ﬂéiﬂﬁ")ﬂwq

&’ ] =l o di éll 0 -g | d‘l’ ° 14 =
2uateuduen  lusnziaaaiy ﬁum@wﬂmww%’naﬂLfa@mmalwmuﬁn@

]
3

173 } 4 v
Huda adlafinmn fgadhiannsndifstemsillitesnis wezvinunarinais

' t

n1sldue? drreendaniglulszmanaindisinedssinasunsondnsuluyuean



Unsal deuuv 15

a o - v =
’Q’]ﬂﬂﬁ‘:mﬂ@ﬂﬁﬂi‘ﬂﬂ’\ﬁ“mﬁ‘tﬂuﬁum’]\‘iﬂﬁ‘tmﬁiﬂﬂﬂ’\\‘i\‘i’]ﬂﬁ’m mﬂma@nmuuu@:

i

anudI78IiunTANLssmARnuAsalssmALa/Miaan A R uANaY Bl Y

dl ] 4‘ ' v L4 v o = o
eavdanansenusaiiasadandwlng  widngarldandunsiudgeanssuaunis
14

a8
< A

Wesdnazansuastioning  wifdelaildnsvsunisgaviansuianisliidugemis

v
Tunislfulasea¥ranil

+
] )

Taapd  Afisznaaseliipetlygiiineainuanedhelunssusunisdiy

v
TAseaanil

3| 0 g
AT

nanidinlaatnalilisdlugsfasesgnuil

- liflAnnusnileattafidssAnsnanvirandudaudarsndnaiueslunsdl

] v
1% 1

=t =l
A miinanee
(] ' ' d‘ < [ [ o . %’ o
- hidesazdueaninilianandnninduredanntsriv
v g 1 o 2 = ¢ dl ] as 1 a’l’
- uzzesdwiivargneunnsivdulatesmisiuanssiunignuil
(1 Hrenguivzasnauiigny)

- Livinlafasldesdudeieseanydudaungnuil
thegnuil

o o dld

- P1AUTTENAUNANA

al 4 [ % 2 1 Q| v
- Ndedautrzudnegieiy
- AugINeetNIAUTEANENN

@ al oA e v & & - Y P v

- TdsinlanazduiiarugreseavTagnuiiuazidamedayaninaades
- gaszauntsallunisdiulareairanil

< v } 7 1 .ff o k% o 1%
- FunfesdedautsumiiitludunnnuazdiaanisinenaansiiuEanang

Aanng



aly o v - [ ar »
16 Audeflinaliifnsela (NPL) waznsdsulassafrauiludszinalng

thefifamaBasy (MBnwmanisiu dndyd flinmngwaine deans

o)

v o
ATT GABTDY WANINEN)

]
=

- BunfesAnssnuilonige

o
2

1= éll - ‘34 L/ ol ol
- ldfiendssnglugsisresgnuiidanadeysfiiiaadas

4 W 9 v v \ e e
UBNAINUU VJﬂﬂhﬂNLLuQIuNW@ﬁWq‘H'N AULBN LL@:WEJ'TEHNQEJ"NV]@;@V]QZ

Snun@AnsvranindAuaasnuunuiazunadsslomiidauiu

[ %

wiazlfdszaupaudrunidususnnlunsruaunsiulasairanifad
nanadnesi ﬂm:m?umﬂﬁ@mm?‘umsﬂ'?uﬂqaimm%wﬁ (A, v3a CDRAC)
1asigilfdanan NPL adldidudunnludoudeunaen 2542 fadeunsngra
2544 Aszanns 1 W 3 vie 37% 189 NPL Panaadlunazesnisuiulasainonil
Tuanizit 28% umaarnnisten NPL Tgi3dmiamsduning (AMC) usy 14%
mmnmsﬁwﬁqm ﬁmmu‘ﬁ"lmgﬁzgmmm@ﬁﬂaﬁimm%wﬁiﬁﬁwL?@Lflumm

MAUTINARINYAAR (43%) ANNNMIENIATIEUANINERY (21%) WATNIANLAS

v
v <t

nesn/lsrnaanly (15%) atinalsfmin wndesatuasiaasnindiuiaseairauills
o - 1 as s dl ¥ v <l

dnga Magrarunssney lWEUALKINT 30% MNNFENIAAIUAN-8e (14%) uay
mMeding (14%) FsUiulassareautiignicanidesnqunsuansiigaranistinang

TIzAU (41%) ayfyetananlasawil (21%) wazandasieande  (20%)

'
+ ¥ o

1’/ g e‘l’ a’l’ - o < -3 [l Ad: 1
mtJ'mL@Wul,m:@ﬂuumuma‘ﬂmmqm?mumﬁf’wmmmﬁunﬂmunumun
¥ ‘:‘/ a:ll v -gllv dl olz ) 4:: Adzd {4 <

FRIVU lumm:wm’mumL‘n@uu'l.un’wﬂg?ﬂmmqnuu meﬁunﬂuzymluﬁ?nwm

9 3

k4

gnuilaniiusaliudafiinmanududisesiaza1uian1suinissesnuwen s

] -3 aal s 1 % e’l’ aa My v d’]’ <A <
agelafimn FEnsdiulassarenilununigldlduitigmduguvietigmi
gnsiede (| unszuaunIsNan n13seeIAl N1sAatA AT egena) Tunisanidiu

1 %4 v [ v
Nupagnuil Aeiuaslifidelatududfoym NPL azungllatnannsvzagnuiiaz

=t dldd’/ ] ar 1 [
fanuannsafinaulunissedivussudeiureinann



dnsnl Atenuun 17

5. USTHNUIUISRUNSNE Inel (TAMC)

o ol

ifiegann NPL é”]mumnwmeLﬂumfammmﬁgLmzﬁfmﬁﬁmmﬁmms

Fraualafiasidennasszuenull FfRadindnislimisasunansdiaztinng NPL

49

k4

Tramsausatnungaasiunveeniuuzan anaintii UiBIUNAaNAINaIan
3
1'% <

aztraufilywiiiaainanudaudslunsdinfiidvinaamauasfiazdiasuiang

WA TEaNTUN14an NPL 2a9nulsanfas

faseenwszanaioviualuieulguiay 2544 AnsaussdvUTunsBunineg
e (TAMC) ailudesnieiasaniliifaaanninanuan 1.37 AMUAUNLIMAIN
sunpsnelulszinalng doulve) (80%) aa9anuiusiadudl via 1.12 Suduum

o - oA v w
ATNIANEUIANTTBSTT IUIRUENdIUNIMARYTE 0.25 AIURTULINAZNIAINGUIANT
a6 a o el 1% o o e‘l’ | ) [ a @

wiadientuy Aunindnlauseanaaleadunilyadininndt 5 auumiidures
1'% e,JJ ' 2 -;l/ a o ar ar =
Wnilatinadey 2 318 TAMC azteduniwdlateaniustinsety 10 U uwazdiu
T NTG G L SR TIMEEATR TN VR QAT T IS B T S RQUAUTADY
wunAN 2545 TAMC dmeniifiditlyun 357 nadlilyarn 157.629 uduum
Whusne 2 sznisaes TAMC 1dud (n) inldignullanunsodnsshuniinednauas
° a a 1 ] | o a ] 4 o Y = n:ll
pdugsnasellatniltsz@ninm (1) doeldaartunisRuvanifesdaunnayu
FeenanadupMauialesIN WIadssul  ImFUNIAIUIIAT ADENTINNNTTN

o

TAMC  AnadlaganiunIgfs AN uIANTNANUNUNIRAINIANIBINTHA A UA 15

[l ' ¥ ;4 i L4
Auninanlhidudsandssfunildeaauniniilowdng  TAMC  nssindulaiull

EY)

o

& a oy o & o = da qy .y
(ﬂnqmﬂﬁu’lm@mm‘nagma NPL) mmmummmmﬂHamwmwmﬂ"ﬁﬂﬂm@m

au

o e . a Lo ey
waznslssiiuyadn i inaesdAnsduazidaeswisdn 1A auazioan

TAMC ansnsaneliiiavenanuazaaide mulszaunisniseslszmaau
U Fobaproa (ndln), APT (WaUTud), DGF (aulw), RTC (anigewsn),
Arsenal (Ruwaus), Npart (n1u1), Securum (zﬁl,mu), Darnaharta (ML@L%),

KAMCO (ind), IBRA (Aulailide) sisilifhunseuaneadadadunuim 1u ganm



18

audafilidelwinnsels (NPL) uaznisdfulaseadranilludszinalng

v t
1098UNFNE N19FTIAT89 NPL uazudnningdanilsziu Usvaunisalaasyrainsi

t-:l’ §/ <l -3 d’l v o d"d’d a as
WeadaslunisGaniunil ﬂ’J’\NF’}%LﬂﬂﬂUQﬂﬂuV]NﬁE‘QW’] fasnawlunisindula

] v
wavenuanenguane lunsdiaestszmalng doulugjras NPL Segnsiadihdnag

174 o 3 o 1 tz
Tewlli TAMC 1l NPL 9895141A155g insualiaadathmanaduniiees TAMC

Hoesialydl

Lo

AuNAUNINdras  NPL gessunansigmaduaniudunin
dll [ ' :la a a dlp <l o :’/
Hasandunindivadudnidusessuimsentuiisnluenn faiy
afllanateaniniswiasresigazaianmneng NPL wadtuliun
AMC @) visagganuludld NPL Aifianunanwadudusininaniiu
seanienageagiiuiiianann TAMC

1 v
o ¥ ¥ o o al

Se¥eldndniuAe QU?W‘I?"U@\‘]ﬁu’m’li‘ﬁ‘ﬂNLLUQTﬁNﬁQZﬁQL@IUﬂ’]?
Faduladnasdaniaiy NPL wantuatnalsd iulassabanivie
fovigry)  wanlamafazdrdaiitennn  wazindulannagn
aanwENunNgUNNe Hasansurensmantunsendunndridas

Aunmilueedy

v 1
nssoidmidng  TAMC  ihazdasastlyymiiifinaindedauds
v v
sEPdLEaMIYNunaNnIzuaunsUulAai il N1ssNAINang
1 AI [ t % - s d’ dll <3| 11 ‘:‘1 +
ANTTNLIANANUNANITARTENAE ANWENIN e TAMC uduilus
- } 2

FAtIUA nssindulatugavinalunisliulaseairaniiannnsg

v
neeladuasitss@ninwaunnaiu

PAIAMNEUIAIIWIETTI1e NPL WHun TAMC ufa Ao ui@eneeq
FUNANIN AL AZAARY LALEUIATATAIN1TnLAatRuda ANy

] 1 - z o [~3 ¥
FeazvdonliAssghanusalAiiaau



Unsal Sgeuuv 19

winissauiduiivarasadng  TAMC  gdnazaFeaaandeliunininiss
avanriydresanitunisldy wilumalfid TAMC eradszauvianatioymiu

@ o as ] ] d‘l
wnueladne fasnasinesaludl

(n) iflasann TAMC maanuAuaiugnA1eesuias ¥l TAMC &
wwaluazlsraumauauinuiedsznislunisGaniiuniinadng
ananenenla  Razaaaqadeututeninsunuliun - TAMC

ALLUUDU

] v 1
@)  swaswdadientuniduduiunemeealdinlafazane NPL
un TAMC mnezmataniuliviateulefigniuduemaiull (du
20% uwsnaesdaunnanudiedunisraessuiAIRAtTEveAY naun

TAMC azidhunsansuniszananuring mulu 20% felyl)

o al '

(M) TAMC e1aRafusnaes NPL daan (elusfniiyadimnne 1 14 3
o L X Y o v o=
989 NPL M191690u9&%) uanaintiuananadunselusiuaiusssy
v 1 14
wivsanTunsdu (Weslnszdalensdlunsnldesdude)uasqnuil
i 1 4 v
Aitidnamw(WliUfRnudoyyimil) azTaasdnemiugn

Aot FuANTtvaas N TAMC 1o

@) Wieu AMC nae Audy TAMC a1amnaginnelsiananauazng
. v . X
WsNwEIIeANa @ aaneniniadlunauduneun Wl aza NPL
a . a . o a
wiald answansla Tunaimssgiale Arale wazazganiiy

dy v o .
MreniiA1ednscatinels

(/)  Funuiigauinges TAMC azifinnszuniy wazigasia NPL Toe

L)
al

k4 1
nsaan¥ustineiguna Wustmamarilaziugunissuilildarann

pEnaviauTu (2.8 A uduuan vide 56% tesmalddssaansiile



20 Audalinaliifaseld (NPL) waznsusulassairaniiludssinaing

NANaTl 2544) LtﬁqﬁqLLﬁiLﬁm‘f‘mqﬁma‘niWanﬁu fla¥elungneiu
a Cd el' @ Pl <l -3 n’lj
sUIATWIOLTELeNTUALNY NPL fetnastineigFaniiuvil wany

?:wmﬁuﬁmms%iﬁ?umﬂnLﬂﬂmm”gmmu,iiu'au

Tevluds  TAMC  sansndesdonifiuniann  NPL TBNEUIANTTY
atalsfimunadsylamifinanfazuwontusiunuy  suaswdadienuasl
iFaulasanisuaninszsuiaiswadist N ld 1 auasudunasuiardanin
ARDIG ﬁmmswmhej'mm&uﬁniaiLﬁulﬁwﬁ@:ﬂ@m‘?umummnw‘é@mmLa'ltm
nanlaeagy Aa TAMC astoauiilywinielussuunisRuaasinaliunalsznig

13-4 ] 2 74 v v :I/ 4#‘ - < dl <l } %4 al
LLmniummmmumunu wiannalanranazifananssnuduilaaizenadednames

6. nsuUsulpseaseradignne

- '’ ;%3 L 73~ 4 U <l L7

unaasziinsuLaneldiud  Tusey  2-3  TNHIUNN wdnsRnAng
LLviaLlﬁ‘:mﬁ1wa’lé’ﬂ?:mUﬂQﬁuéﬁL‘%’?@W@mﬂumsﬂ?"uﬂqﬁﬁaLmzmsﬁwﬁmaﬁmu
AANITRY msﬂf]gﬂmﬂLmi:rgﬁ@ﬁuﬁ@“iqﬁunﬁmﬁm@u%ndwmn TRNUDTTH
erﬂ'ﬂﬂ,m:Tmm%wmiﬂﬁu‘”ﬁmumﬁmuﬁ@mn‘nuimLﬂuaqﬁmﬁﬂuuﬂmmn
Idl 1 1 1’/ % Ll o ndll = o i/dl ;%
Amdganuvatuldmuddynitaula Ae nsfnelieaanuiludnves
AANITHAZNITLTUNTNNULBIATDLATY ﬂ?tLﬁuﬁﬁuﬁuiﬁmmLLuuﬂucﬁqwﬁngm

%

wsadayalunnnaanegia winssisluuenaamisRueasing fethadu 1lesy
AUBRUNUNMNTY 3 wauduuIiaNuunsuAswatie Tasuanundanag
fulasaaiasAnsuaznisasedudalmivigana suiarswaizguadinldines 1
< 43!/ 2ol L% = g n;w o - 1 @
T 5 gasauaull magleuressunamsndizdientuiidiniiiuniselivisla

Aﬂ’ 3/ <y H ' o @
NazanAuLlud1e91Te Lgﬂ\?m‘ﬂﬂ’]ﬂaﬂﬂ'\‘lﬂ@ﬂ’lUF}Nﬂ@ﬂ’]i‘

atalsfip Tdiduihasdudndmusssnasinsiaaialdaasléifuntsfguiu
= e: 1% -~ o o d‘d - t/ 21‘/ o < <
frnenai i nussdAuaiia winduuiu nswsonwasgialuglainiy

aglidediu  uaAngAnisninienisluetandunndenldetnsienemnzizuna



Unsal SgEuuv 21

aslianunsolfaadiaudeunaaniunisduldetwiatiamaenll  Sawia
4 -al a A:el 3 14 al g <l [ o o a
vesdulnaanicianisiidauadnuaznaneseduldvidediudgaddanimistu
wazantiunsRulutiagriuldruddguivdnnindadseiutenss udndulu
L4
ANAIATHINTUAUN I INI s uaRuaAvTa iUy WMy Uy dszaunisnd
Aduvied uazanailulylfueslasanis uwiysduresddantanisduiindene|fre
|4] Y ¥ a o ] ] o d‘l <y a ] a
nshifatuiauiusn  ldlaesdudelueienniiunis  uadbiamuiiummua

Tnatawnzlugaiaianals

ALARuANNNeN g Tzl fulgeussinAug Sgananaliiaaudasvine
<4 } % [l 1 o 1 ! [ ' < ) '
viauseqalaldatnauiuen  fhedhatu  Fgamnsoudleqedewviedasivily

- v o v e o = a v 4 e
npwnousitlaqiuiedesiunnsgunslyd nBains NIANAzANE NTHANTNE
uaznsasiainwyFasnidandagnWiumnanisdu (forbearance) wanantiu ulaune
nsvBuATegia (Mu Audeainsunanseanfughanisaunaldnuaznane nasyu
wtig) - AsanefeulatnelszmsundfuduvienadsrlomiielildunTeussin-
- P =l - [l e’l’ ) =l ) v
Aunahazidumsaupay  ennszasulauneduildiaeusiaznsesunszusunis

LA 1
Numisugiausideasdananszaudmusssuasinszasgaiariasiuinsoy

- <
7. BnyunaIni

LA

ANT9T 4 waseAdNaaaulaTee NPL slausll 2542 Tawiulddnata NPL

k%4 o

] 1 13 i 14 1
furauAsutean daufiifndunnain NPL Aiagulusivia NPL Aiflaundunn
dll = el' o < Py ell 1% - - 4
iesanniassgiaizaefaaidanatfmnuililsr@ninmeegsiiag o

1 1 4
Beniu NPL anaanasidiiiesarnmistliulplasasraniivienislandieliguism
BwsRuning (AMC) anudurauaes NPL dnelfiinmnnuaalaifiaaiuyunes

v 1 b7
sadnvaanutdetenas NPL uaznisliulaseairanil



22 audafilsidelWinnsela (NPL) uaznisuiulassadranifludlssindlng

al -l as a
M990 4 ; ﬁqﬂlulﬂﬂﬂu‘l“')’ﬂ'ﬂ\i NPL uluﬂﬂ'\uunq'ﬂ\iu

2545
2542+ 2543 2544 | lasunad 1
NPL Tuaiviedu 170,093 490,771| 406,124 81,314
NPL Fifiegulmd 137,432 281,064 170,352 24,236
NPL figiaundusn 32,661 209,707| 235772 57,078
NPL #ianaa 606,443 1,727,855 789,474 85,484
wifsulaseatnaudn 258,638 607,662| 287,678 41,228
panifiefidnszudn 70,375 113,929 76,030 11,943
Toullguidmisusduning 139,598 443,536 297,729 7,265
“muﬁqm 69,534 298,251 63,234 3,466
B 68.208| 264476 64802 21,562
AIUANGNE -436,350| -1,237,084| -383,350 -4,170
NPL oy 2,094,425  857,341| 473091 469,821
(% TasAudandna) 38.93 17.90 10.46 10.33
* B.A.-6.A.
fn: swrmsuadssinalng
NPL analiiazfeulidiufiaanaslaevinliaesantiunsRuviassuy

a - : Y a Y = 3 o 4 o
Madu  wszuenmiieannisdaeadmulantesuda  Anulihiutiswesaniiiu
nsdude nMadhamuanalwgylundnnindviatlssnulounss uazaniiunis@y
o i 1% ¥ o ] Y al 1% o 11/ [ %

fafingldannislivinisuanadsanvsegnindnson  Anludnsnanauuwnulae

c’i’ < a - = < ar < vl '

FaNArTuNTiasrAninnlunisuimegsiaresanitiunisdulaangn NPL aynsu
IA1TDIERTINARBLUNUIUA1TUNTEA N AN LaNBATUAA I I uT s T AuAY N
] [ 1 1 11

@eeiifendes  Wewainqageuwes NPL - finanlell  misulfaudfioy  NPL

2 3 [N <
drudszmAaslideaiinoumune



Unsol Agenuun 23

AmFunadnunisUiulassafiantii ArsalAaImaNanlallfitlade
-3" o ey d’l < - a ﬂ" ﬂll v ©
#uguresnslfiifnuresgnuibvizelss@ninaresgsnaiinaadasununinivue
o < —3 -3" o 4 a o <l ]
AITNTsTAUNTEul  wsnaleswdsAe  UstAnsaiinanssnulnumsadanany
o a‘l’ 21’ [ % 4‘ ] o o 1 4 ! o
anwnsnlunsiunnsywilaasgnuil  tadedensznusielst@vinaldun  nisdngass
Ruyu nsdmesAnsuaznalnaaanszuaunn@n  uazadniautimianalulat
fautlsniauan 2 s (nginueiaesiguazussuieduanded) Aflunumdndty

%

duiu  wansiussuteduiagalalinndrediulgalsz@niuarrasanainaaina

q

]
[ %

vszdavsuafiflwedaansefunisuteduiddgylunanlan ludszifniinanisfnm

Tt McKinsey & Company Sausz@ndnauasyinnisnFeuiaudadsomaludl

[ %

8/ ] 1
2543/2544 uanaAnmilAeudrainiandiinanslumnmdl 5 wasidludyoyo
1 ! o I° o Z o ° -
mfaﬁﬂ@@ﬂﬁmmyLu'awmmwam’mmmﬂ?:mﬂ‘lmiunﬁﬁuvjmmgnfaﬁﬂ

N19270Us AN N IUNITNAR

A ’ -
AN 5: nmsulseu WeusenIlssinAaalssansuansnu

anfganidn | leiwdu e ng
\ATEgNagIUsIN 100 67 39 23
-lNWATNITH 100 30 30 10
-AAUNITUNTHARUATLTNNT 100 70 40 35
-A@n 100 n.a. n.a. 22
AUTNITLLBLTBIFUIANT 100 n.a. na. 48

Anansnsanunan 100 n.a. n.a. 34-51
AJudins 100 na. n.a. 68
-utlsguln 100 n.a. n.a. 21
~def 100 n.a. n.a. 32

Source: McKinsey & Company, op. cit., Exhibit 4, p.11

" McKinsey & Company, Thai Productivity Report, Prosperity through Productivity,
2002.



24 audaflinaliinasels (NPL) uaznisusulassadaniiludszinalng

¥ as

8. Tadunalnaag

u s ﬂuﬁqmn"ﬁnqﬁnwrﬁmqmsﬁmmmﬁﬂ (2540)  unLNNNIA
1eaAsEgialnalszauanusieufouainn1nringfresganssuniuasgia
Taeaniznmanslunseniaiiiauduiusedelnd@aiuniarsyghianufase
1 dl 1 o [} < v s - dl
Wi uunfgdszauaudnianeatslunistasud doyuivresanniiunisidui
< N i t - ) o 1 d' < 3/
Wuthevregauualunisuivnsduuerlssauaninz 1y piaatinafiiuls

g < &

[ % dl = 2 < ~ v -;l v
TRLTEN1TNUNAD miwn&nmlumwmmmnfﬂuu'l,uﬁuﬁmiwqmmtﬂmmnwwmu

9
v

ManadsznauniiuinelavessuiAsnatie atnelsfieny Aqsldaauaulann
v 1 %3 3
uuntlywiiugauees NPL uaznisdiulasaa¥ranil mndesnislduimsnisufil

Puanmuazeiatiu

P I

[ ﬁ’ll ar b % < G| sil
muheagnuil nsdiulaseairanianisRuiduiiesasdszneaunilarninis

1
o = o

uSlatimuiietnepsudiau an 2 aeAlsznauddyingnuastnlsiun nisuUfy
lareairaraanisUfiReuuasnisdfulaseainresesdns Ussnisusnunneds
madfunalnmsineuisaidlilideaninmant lusnsiidsznisiaead]
antlszasdTazananududeusesnisietuduisnluede Welinindmsaud

14 ! 14
Use@nsnmunntu wazlasansiinasaiivanuegisvaunadianintuwguiy

neleannun1sin AsUiulNAnNINIRIYARINT  NAENEARINTT

v ] 1
M54 UATATEa9sN wndiduiu nistiwsduidadldseunay NPL s1eluai

v v
v 1 LY

v :‘/Q ~ L < Ly 4!’ =l :Iz & o =i 3 o L)
WiaNndngAn1eninianisiuenaintudnafails MellassiaeieAuliiuiunsvse
fusznaunisresantiunisdudndonideuiufingey  (accountability)  :NTW

¥
meenissadulausznisnszinassyanaiaiuiinalaunsssanislsznaunis

Y o '

1844011 UN1IRY Fusmsmandasgninuua IFUANRANINENYIMFRINS
o T [ o dd‘ [ < d‘ ° ] :// «l
nindauresnudundndsriulunsdiianiiunisRiuiinuyiteue g duilua
dsznaunislild dativAuiiavdauqelaldidiimaviedilsznaunisresaniiunisiy

Wnpouszdnsrdalunidsz@ninnuaraninindunindresanitiunnsiu



Unsni JHsnuun 25

mqﬂﬂwuwmunmwm‘?g ngmm@ﬁm*"ﬁﬁa ALNUADNTUNITRUAS
AUUATALEINLL AT NNE NN UATH U TSN a98011TUNN TR UNHEUTU
npinginaelss@nsnan isnsiideslmiduiiunaannisitlaivienisdu
) al‘ 1 a o alz b % ar o 4'
AauNMiogunaNazitlngTsalyl ArsirlaluA NN FaNTa9an 1 TINTRURN

] ) td
wa uazsauladAtyan WieneussINIANIATIERA 91

48

dl 2/ v o
Nendes gninu

1 L 4
grsaasaunazgninnuguanasianuaulatunisinsviviersasdaniunisnd

arathunufiazfamuianz iy ddaunas

dssifiugavinnde  avsanliuniswiunnaavuetieseiliauiaineyuy
< - v o , X 9
Audipannsuiats weeRudaansuiAsdnduney luwdnaianull avsliacu
aulaflufmwintanisaumaniaznald (SME) weszludsumalnadl SME 1
o 1 4”4 4'-1‘. ] [ o 3/
NN uay SME waniifinaduillassianisimunansgia nmenszataaly
v v

wradaannadsan wananiu nisanssauanllitlaresgnuiiuasusniviuig

' :// o 4=: v o v ﬁ’" [l 1
azdouanyia NPL waranusatunsasdiulassairamiatauinen



Non-Performing Loans (NPL)
and Debt Restructuring in Thailand

1. Introduction

After the 1997 financial crisis in Asia, both financial institutions and
their clients heavily suffered from their commitments and obligations. Non-
performing loans (NPL) and debt restructuring widely occurred and still
persist. Since they have strong impact as well as implications on all parties
(lenders, borrowers, central authorities) in crucial respects (profitability,
stability, and growth), it is worth discussing NPL and debt restructuring in
detail.  The sections afterward will therefore present the following
controversial facets sequentially: primary causes of NPL, measures after the
meltdown, debt restructuring, TAMC, corporate restructuring, alternative

viewpoint, and concluding remarks.

2. Primary Causes of NPL

The surge of NPL between 1997 and 1999 was largely an outcome of a
combination of several negative factors which unfortunately coincided with
one another in timing. First, Thai commercial banks were technically weak
and immature in handling tapped funds. As bank owners had many joint
interests in many ventures, insider lending was rife and Thai bankers paid little
attention to credit risk assessment. Instead, they demanded collateral or
personal guarantees as prerequisites for loans. Unsurprisingly, extended
credits tended to be linked with affiliated businesses or shareholders or

directors regardless of the borrowing projects’ viability. Even for collateral
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which was excessively resorted to by Thai financial institutions, skewed prices

were prevalently adopted since there was no standard for pricing.

Second, a similar financial structure and culture was, applicable to
typical Thai non-bank businesses. As most of them were family-run and
wanted to retain control, they preferred debt to equity in financing. Besides,
such preference was fiscally motivated, since tax allowances were given to
debt servicing but not dividend payments. Thai corporations tended to be
shortsighted and unscrupulous in terms of their funding. They therefore
selected short-term credits even for long-term projects, as maturity
mismatching was not deemed threatening to them. Worse yet, some entities
which hinged upon external funds either utilized those funds in wholly baht
businesses or left their net foreign exchange positions uncovered. That was in

sharp contrast to foreign firms or their affiliates.

Third, Thai financial institufions often had weakness in
monitoring/revising/controlling the progress of their credits after extension
and disbursement. Likewise, the central authorities lagged behind in
supervising and examining financial institutions. Nevertheless, they decided
to liberalize the Thai financial markets in various respects (interest rates, credit
extension, range of activities) in order to encourage more market competition
and efficiency. Thailand’s capital account was also opened up in 1990-94,
However, the exchange rate of the baht currency was continually pegged

mainly to the U.S. dollar.

Fourth, the country’s economic bubbling in 1990-95 as part of the
“Asian miracle” was unprecedented, because its real GDP growth skyrocketed
to 8.2-11.2% p.a. while those of advanced countries stayed in the range of
2-4% p.a. Consequently, considerably lower foreign interest rates (3.25-6.5%
in 1994-96) in comparison with domestic ones (11.75-13.75%) induced
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private net capital inflows to jump from 2-8% of GDP p.a. in 1987-89 to
8-12% of GDP p.a. in 1990-96, leading to intense competition in lending and
extravagant risk-taking. The overinvestment, especially in manufacturing and
property, sharply lifted an average debt/equity ratio of Thai businesses from
8% in 1993 to 155% in 1996 or the highest among those in Asian countries
such as Indonesia (92%), Malaysia (62%), Singapore (58%), and Hong Kong
(39%). Seemingly attractive industries then were steel, cement, paper,
concrete, furniture, automobiles, and electronics. But after heavy investments
for supply expansion were pursued, actual demand for final products never
rose, thus production capacity was considerably underutilized (45%) verifying

the status of bubbling.

Fifth, on the exchange rate front, another unfortunate event emerged
when the value of U.S. dollar climbed exorbitantly between April 1995 and
June 1997. During such period the U.S. currency appreciated 38% against the
yen and 27% against the deutschmark. The baht value rose in tandem because
it was tightly pegged to a currency basket which was heavily dominated by the
U.S. dollar. Such appreciation of the baht definitely worked against
Thailand’s deteriorating current account deficits. Substantial capital outflows
in the first half of 1997 thus came as a result of widespread speculation of baht
devaluation. The volume of flows involved was so colossal that the floating of
baht exchange rate became inevitable. Since Thailand had to request financial
assistance from the IMF, a very tough monetary policy was demanded and
domestic interest rates were elevated sky-high. The steep depreciation of the
baht and the jump in local interest rates had a catastrophic impact on the cash
flow of most private firms, especially the ones with large and unhedged

foreign debt exposure.
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Because of all the above-mentioned factors, NPL in the Thai financial
system grew frighteningly from 19.78% at the end of 1997 to peak at 47.7% in
May 1999, which was also higher than the peaks of other countries in the East
Asian region, for example, Malaysia (21% in November 1998), the Philippines
(16.6% in November 1998), South Korea (8.3% in December 1999), and
China (28% in May 2001). Overall, the NPL problems in Thailand emerged
primarily because of the lack of good governance on the part of debtors as
well as that of creditors. Debtors did not pay adequate caution to various risks
in spending activities including investment, consumption, and speculation.
Creditors extended credits without conducting rigorous and in-depth credit
risk evaluation beforehand. Neither did lending financial institutions closely
examine and monitor the wviability or progress of borrowers’ business
activities. Instead, they were stimulated to lend by heavy influx of foreign
capital and financial liberalization measures amid a rigid or stable exchange
rate regime. In short, even though the crux of the game essentially relies upon
borrowers’ genuine debt servicing capacity (which involves project viability,
likely returns, and pertinent or technical factors, not just collateral or
guarantees or connections), this variable was frequently neglected. Otherwise,
NPL in the Thai financial system would not have climbed that high and

become a stumbling block to Thailand’s economic growth path.

3. Measures after the Meltdown

By the second half of 1996, it became clear that many finance
companies were in serious trouble, mostly through their exposure to property
loans. The government therefore tackled the problem by several means, e.g.
offering civil servants and other reliable groups a soft-loan scheme to purchase
property, setting up a Secondary Mortgage Corporation, establishing a

Property Loan Management Organization to purchase impaired property loans.
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These measures failed due to liquidity crunch and the circumstance
deteriorated as the baht was severely attacked and finally floated. So by

August 1997 the authorities suspended 58 finance companies.

In December 1997, the authorities decided to close down 56 suspended
finance companies and transferred their assets to a newly formed Financial
Sector Restructuring Agency (FRA) to be disposed within one year. The FRA
proceeded to do so by auctioning with the assistance from a parallel new
agency, the Asset Management Corporation, participating in the bids almost
like an underwriter. The FRA auctions yielded a disappointingly low recovery
rate of only a quarter of the face value. The main problem lay with the timing

of sales, economic downturn, and sluggish pace of legal proceedings.

On March 31, 1998 the Bank of Thailand tightened regulations on loan
classification, provisioning, and reporting standards, aiming to upgrade local
financial institutions to international levels by the year 2000. New loan
classification hinges upon clients’ debt servicing capacity, cash flow
management, valuation of back-up assets, and ageing of overdue debts.
Effective July 1, 1998, the definition of non-performing assets was changed to
cover loans three or more months in arrears, instead of the previous six (or 12)
months. Two new loan categories, pass and special mention, require 1 percent
and 2 percent provisioning, respectively. Meanwhile, commercial banks as
well as finance companies have to increase provisions for substandard loans
from 15 percent to 20 percent (Table 1). Doubtful loans require a 50 percent
provision rather than the previous 100 percent, but loss loans continue to
necessitate 100 percent coverage. These new standards forced local banks and

finance companies to increase their capital substantially.
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Table 1: Loan-Loss Provisioning Requirements for Commercial Banks

Loan Months Previous 1998 System of
Classification Overdue Provisions Provisioning
Pass < 1 month - 1%
Special mention 1-3 months - 2%
Substandard 3-6 months 15% 20%
Doubtful 6 months-1year 100% 50%
Loss > 1 year 100% 100%

Source: Bank of Thailand.

The system adopted since March 1998 also calls for quarterly, instead
of annual, audits and credit reports to be submitted to the central bank. Loan
portfolio reviews have to cover at least 70 percent of credit outstanding,
including the top 100 clients and credits or commitments to related parties.
The measures also demand that financial institutions tighten their lending
practices and credit analysis procedures, focusing more on borrowers’ cash
flow and debt servicing ability, rather than on loan collateral. Debt
restructuring or renegotiations must be subject to realistic assessment of

financial viability of clients or their projects.

As for the status of commercial banks, the government made a major
announcement on 14 August 1998 to support private banks in recapitalization.
If financial institutions commit themselves to comply with new loan loss
provisioning immediately or earlier than the targeted year of 2000, they are
entitled to enlarge their first-tier capital by issuing preferred shares to the
government in exchange for tradable government bonds. Furthermore, as a
means to motivate debt restructuring or reconciliation with problem clients,

the government put forward an option to financial institutions to increase their
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second-tier capital by exchanging non-tradable bonds with banks’ newly
issued debentures, equaling the losses suffered by financial institutions in their
debt restructuring. What should be noted is that the August 14 capital
augmentation measure was voluntary, depending on the discretion of financial

institutions.

It turns out that few banks resorted to the capital enlargement
opportunities offered by the government, particularly the tier-1 option. This
indicates that banks were reluctant to write down their capital in return for
public money and accept the dilution of ownership that would ensue. Instead,
they raised capital by themselves through the issuance of preferred stocks

linked with subordinate debentures.

Before examining the debt restructuring, it is worth noticing some
major differences between the four types of financial institutions in Thailand:
private Thai banks, state-owned banks, foreign banks, and surviving finance
companies. Table 2 shows that, with respect to credit outstanding, private
Thai banks commanded the largest share (51% in 1998), while finance
companies had the smallest (8%). However, with regard to asset quality, the
picture was almost the opposite, as finance companies’ NPL was the highest at
70% in 1998, while private Thai banks’ NPL was 40%. The high NPL of
state-owned banks (62%) should not be misinterpreted. The primary reason
for this is that the government took over six ailing private commercial banks
after the crisis, so their NPL raised the average of state-owned banks. Foreign
banks were at the other extreme, holding the lowest NPL (10%) essentially
because of their efficient and systematic management of credit risks and

monitoring.
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Table 2: NPL of Different Categories of Financial Institutions

(Percent)

1998 1999 2000 2001 2002

Share in NPL NPL NPL NPL NPL

Credit outst. Dec. Dec. Dec. Dec. Mar.
Private Thai banks 51 40 31 18 14 14
State-owned banks 28 62 63 22 6 6
Foreign banks 13 10 10 7 3 2
All banks 92 43 39 18 11 10
Finance companies 8 70 49 24 9 9
Grand total 100 45 39 18 10 10

In light of the above distinction, it could be said that efforts at financial
reforms in Thailand were somewhat successful because of more foreign
ownership and recapitalization.  Foreign financial institutions acquired
substantial shareholding in small Thai banks and thereby enlarged their capital
base. Some ailing banks were integrated with state banks. Meanwhile, large
Thai banks were able to attract strong interest from general investors by

issuing a new hybrid between preferred shares and subordinate debentures.

Even though the government tightened the rule after the crisis by
making the definition of NPL stricter (three months of unpaid debt service
instead of six or twelve months as adopted earlier), all types of financial
institutions may seem to have achieved satisfactory results in upgrading their
asset quality, as their NPL declined steadily between 1998 and 2001.
However, those statistics are somewhat misleading because not all of the
decreases in NPL represent conversion to performing loans. Parts of them are
transfers to commercial banks’ asset management companies (totalling 14
AMCs in 2000), debt restructuring, bad debt write-off, and others (e.g. partial
principal repayments, write-off from losing right of claim and selling of debt,

etc.). And after those changes, the remaining NPL seems to have stayed put
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since the end of 2001, or no further progress has been attained. In other
words, NPL may have saturated then, since decreases in NPL due to debt
restructuring and others are matched with new NPL and re-entry NPL due to

economic downturn and corporate mismanagement.

Table 3 disaggregates NPL into 13 business categories. These records
show that manufacturing, real estate, and wholesale plus retail trade
represented the first (26%), second (17%), and third (15%) troublesome
sectors, respectively, to financial institutions. The majority of NPL in
manufacturing and wholesale plus retail trade belonged to private Thai banks,
while state-owned banks were primarily responsible for NPL in real estate.
The status of manufacturing and real estate sectors improved in 1999-2001.
The sectors whose shares of NPL moved in the opposite direction, i.e.

increasing, were construction and personal consumption.

Table 3: Classification of NPL* by Business Sectors

(Percent

1999 2000 2001 2002

Dec. Dec. Dec. Mar.
1. Agriculture, fishing and forestry 2.29 3.17 4.40 4.54
2. Mining and quarrying 0.44 0.73 0.61 0.64
3. Manufacturing 26.36 24.01 17.14 17.32
4. Construction 5.45 6.52 7.19 7.43
5. Wholesale and retail trade 15.72 15.70 19.91 19.46
6. Imports 4.60 3.05 2.58 2.52
7. Exports 2.82 2.25 1.90 1.56
8. Banking and finance 3.40 2.82 1.31 0.97
9. Real estate 17.58 15.09 11.13 11.38
10. Public utilities 1.64 1.27 1.47 1.46
11. Services 10.15 10.26 9.81 10.10
12. Personal consumption 9.55 15.13 22.54 22.61
13. Hire-purchase 0.01 - - -
Grand total 100.00 100.00 100.00 100.00

* Including those of private Thai banks, state-owned banks, foreign banks, and finance
companies.

Source: Bank of Thailand.
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As regards the types of debtors, in the middle of 1999 when NPL
peaked, ordinary persons added up to 88% of all NPL cases at Thai
commercial banks. However, their suspended debt service amounted to only

24% of all NPL value. The rest belonged to separate legal entities.

4. Debt Restructuring

The government set up a Corporate Debt Restructuring Advisory
Committee (CDRAC) in June 1998 to coordinate negotiations among debtors,
their potential new partners, bankers, and finance company managers in
mapping out debt restructuring measures. Frameworks of corporate debt
work-outs are based on the “London Approach” under which creditors work
together, share information about debtors, recognize the seniority of claims,
seek out-of-court solutions, and agree to keep credit facilities in place.
Normally, the debt restructuring cases that CDRAC helps expedite are the
multi-creditor ones in which debtors voluntarily draft up the restructuring
plans. (The single-creditor cases are mostly handled by the sole creditors or
their AMCs.) Then CDRAC will process the plan to debtor-creditor

agreement and inter-creditor agreement.

Examples of resolutions are interest rate reduction, grace period,
maturity stretching, partial write-off, and debt-equity conversion. However,
debt negotiation is not an easy task. It involves not only strong pressure from
several parties (e.g. debtors, their potential new partners, local and foreign
creditors, central bankers, internal revenue officers) but also legal and
regulatory constraints. In this context, the government tried to help by
amending bankruptcy and foreclosure laws. Meanwhile, the government
removed tax disincentives in order to encourage debt renegotiations.
Nevertheless, corporate debt restructuring remains a lengthy and difficult

process.
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One clear-cut example of the difficulties is the difference between Thai
and foreign banks. As foreign banks typically extended credits on an
unsecured basis (no collateral or guarantees), they were more willing than
Thai banks to renegotiate with debtors after the crisis. Thai banks, on the
other hand, hesitated to pursue rescue package for ailing debtors. The
collateral and/or guarantees that they commanded tempted them to try to
foreclose the concerned assets or sue guarantors instead of petitioning for
rescues. Worse yet, even though the Thai bankruptcy law was amended in
June 1998 with the addition of the possibilities of rehabilitation or rescue
packages (like Chapter 11 of the U.S. law), the rescue option requires
consensus among creditors (or at least 75% of creditors’ voting rights covering
at least 50% of outstanding debts). This makes the Thai banks’ hesitation to
renegotiate debts more influential. It is thus unsurprising that 90% of the debt
restructuring cases that experienced formidable predicament involved Thai

commercial banks.

In many cases creditors tried to foreclose collateral. But in Thailand
the foreclosure procedure is very tedious. Although the final outcomes of
legal prosecution are likely to be favorable to creditors, the procedure is time-
consuming and costly due to income foregone from and the requirements of
NPL. On the other hand, debt restructuring, in a genuine sense, may yield
quicker results and help avert NPL-related difficulties. But creditors have to
be assured of debtors’ sincerity first because relaxing the terms of loan
contracts means a reduction of creditors’ income. Given that Thai banks
typically command collateral and/or guarantees, they prefer extending
repayment schedules to accepting any loss. In other words, Thai banks are
rather tough as they often insist that debtors repay 100% of the principal
together with interest, which is drastically different from debt concessions

abroad where only 50-70% in returns is deemed excellent.
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Debtors also face a series of dilemmas. Because of their excessive
borrowing in the past and excessive capacity at present, they are overwhelmed
by heavy debt burden. Long acquaintance and good relations with particular
creditors often tempt debtors to favor some creditors over others in the debt
restructuring process. But without consistent inter-creditor agreements, such
bias can hardly be accepted. Inter-creditor agreements are often difficult to
reach since different creditors have different conditions or back-up securities
(guarantees or collateral), depending upon their loan contracts. On top of that,
some debtors carry burden from trade or supplier credits as well. If debtors
resort to new partners to share debt servicing, the new partners have to be the
ones whose creditworthiness is acceptable to creditors. Meanwhile, new
partners are tempted to demand several conditions or methods of protection
before making capital investments or sharing debt obligations. Without new
partners, either debtors could go bankrupt when sued by unsecured (foreign)
creditors, or debtors’ assets could be lost to foreclosure when sued by secured

(Thai) creditors.

Financial advisors (FA) or independent accountants (IA) are typically
called upon when creditors start to doubt debtors’ sincerity or reliability and
their confidence in debtors begins to weaken as creditors often lack
acquaintance with debtors’ businesses. The function of FA/IA is to facilitate
the whole process of debt restructuring, including examination and appraisal
of debtors’ financial status (or the so-called due diligence), cash and
performance monitoring, evaluation of project viability, financial projection,
exploring restructuring options, negotiation and documentation. In conducting
these duties, FA/IA encounter numerous problems. For instance, employees
of some debtors view actions of FA/IA as unnecessary scrutiny, so they are
afraid of fault-finding thus unwilling to cooperate or provide management

information even though FA/IA do not have technical expertise in debtors’
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businesses. In some cases, debtors belong to an intricate network of affiliated
corporations. In other cases, FA/IA detect defects of debtors’ operations, but
cannot fully disclose them since FA/IA are hired by debtors. The most
difficult dilemma for FA/IA is to maintain neutrality and suggest proper

channels that will benefit both debtors and creditors.

One resolution for debt restructuring is swapping debts to equities or
shares in debtors’ companies. However, some debtors are reluctant to do this
as they would like to retain the family-run nature of their companies. The
unwillingness of others to adopt debt-to-equity conversion as a means to
rehabilitate their businesses is due to the fact that such route would require
disclosure of relevant information, some of which is deemed confidential in
their family circle. In some cases (e.g. hospitals) main shareholders (medical
doctors) are from the same business circuit and want to avoid diversifying
their ownership or management. In other cases, debtors (e.g. SMEs in
upcountry provinces) hesitate because they are ashamed of releasing their
faltering financial status. On the part of creditors, they also pay little attention
to the debt-to-equity conversion even if a repurchase option for debtors is
attached, since creditors lack expertise in debtors’ businesses. Because of this
same reason, few cases of successful debt restructuring principally count upon
adjustment of debtors’ internal production or management structure.
Typically, most creditors pay more attention to debtors’ cash-flow positions
and adjustment of debt terms. Another resolution is partial or total write-off,
or the so-called hair cut. Some creditors offer these partial reductions of debt
service as a stimulus to debtors only if they can repay the rest of obligations as
soon as possible. Nevertheless, creditors find it very difficult to choose among
these options, €.g. to sue if holding collateral/guarantees, to write off (which

may conflict with headquarters’ guidelines and may necessitate increases. of
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capital funds), to relax terms of remaining debts, to reschedule or stretch

maturity of repayments.

It should be noted as well that whether any channels of debt
restructuring will work successfully or not also depends upon the economic
environment later on. If the economy recovers appreciably, domestic
consumption will be healthy and automobile or hospital markets can easily
recuperate.  Otherwise, re-entry NPL may emerge, especially when

rescheduling is selected as a method of debt restructuring.

Ordinarily, commercial banks have to pay taxes on accrued interest
and principal even though they have yet to collect them. In the midst of debt
restructuring efforts, banks thus request tax credits or refunds on the
irrecoverable portion of accumulated debt service. But the tax law demands
official prosecution if the money involved exceeds 500,000 baht. As for
debtors, forgiven debts are treated as income subject to the 30% business tax.
This requirement decreases the incentives for debtors to restructure their debts.
Moreover, since the Revenue Department has priority over other creditors
when claiming debtors’ income or assets, such priority makes creditors less

willing to write off parts or all of their overdue loans.

But creditors’ hesitation to restructure debts could be costly as well
because they have to pay taxes on overdue debts and the longer the debts are
overdue means the larger provisions or capital supports become necessary.
And abiding by such rule is very painful, as financial institutions often find

tapping scarce capital funds a formidable task.

Another vicious circle of NPL occurs when Thai commercial banks are
reluctant to extend credits to or roll over maturing debts of even good clients,

as the precarious economic environment drives banks to retrieve most credits
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as soon as possible. This reluctance creates pressure upon banks’ clients, and
they could consequently become new NPL which necessitate more banks’
capital funds. Commercial banks are aware of this vicious circle, they are thus

often caught in a quandary.

The central authorities were also trapped in a dilemma but on the issue
of whether domestic interest rates should be reduced. Lowering interest rates
will certainly help speed up resolution of bad debts. Meanwhile, easier credits
will facilitate economic recovery. However, this channel cannot be frequently
resorted to because in the midst of financial liberalization, relatively low
domestic interest rates could easily induce net capital outflows or repayments
of foreign debts. Such outflows will lessen precious foreign exchange
reserves of the country and/or depress the value of local currency, which will
have far-reaching repercussions. Although the government made some
encouraging moves on bankruptcy and foreclosure, it has not motivated

mergers and acquisitions as a means to restructure debts.

In short, the following summarizes problems engendered by several
parties in the debt restructuring process.

Creditors

- Lacking thorough understanding of debtors’ businesses

- Inefficient cooperation or conflicts among themselves in multi-
creditor cases

- Too stubborn when collateral or guarantees are held

- Different status of creditors allow different concessions to debtors
(e.g. rescheduling versus write-off)

- Unwilling to extend or roll over credit line to debtors.
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Debtors

- Lacking good governance
- Conflicts among shareholders
- Inefficient business operations

- Unwilling to cooperate with negotiators or creditors and disclose

relevant information
- Having no previous experience in debt restructuring

- Demanding strong debt concessions and retention of ownership

Independent specialists (financial consultants, accountants, legal

consultants, independent engineers, negotiators, judges)

- Charging high fees
- Having no expertise in debtors’ businesses so lacking relevant

information

Besides, all parties tend to be self-centered and try their best to defend
their rights or preserve their possessions instead of searching for mutual

benefits.

Despite numerous difficulties involved in the debt restructuring
process as described above, the government’s Corporate Debt Restructuring
Advisory Committee (CDRAC) contributed appreciably to the reduction of
NPL in October 1999 — July 2001. Roughly a third or 37% of the NPL
reduction was the result of debt restructuring, while 28% was due to transfers
to AMCs and 14% due to hair cuts. The largest proportion of completed
restructuring cases belonged to the personal consumption sector (43%),
followed by the  wholesale-retail  sector (21%) and  the
agricultural/fishery/forestry sector (15%). However, with respect to the value

of successful debt restructuring, the manufacturing sector top ranked at 30%,
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followed by the wholesale-retail trade (14%) and the services (14%). The
most prevalent restructuring methods were extension of loan maturity (41%),
grace periods (21%), and interest rate reductions (20%). Stretching loan
maturity was preferred by both creditors and debtors, ds this method was
viewed as entailing minimal costs to creditors while they still have faith in
debtors’ survival. And this channel allowed continuation of debtors’
businesses while preserving their ownership plus executive power. However,
all debt restructuring methods as adopted hardly resolved the fundamental or
correct problems (e.g. in production, pricing, marketing, corporate structure)
of debtors’ undertakings. Thus, there is no assurance that NPL problems will
disappear or that debtors will achieve better capacity in coping with market

competition.

5. TAMC

Given that a sizable portion of NPL belonged to state-owned banks and
their officers were hesitant about making decisions on debt concessions, the
government believed that having a central agency to exclusively handle NPL
may be a promising solution. Moreover, such central agency will help resolve
problems from multi-creditor conflicts and assist private banks in eliminating

their NPL as well.

The government therefore issued an executive decree in June 2001 to
set up the Thai Asset Management Corporation (TAMC) as a means to
purchase 1.37 trillion baht of bad assets from local banks. Within this total
amount, the majority (80%) or 1.12 trillion baht is from state-owned banks,
while the rest or 0.25 trillion baht is expected from private banks. Transferred
assets must involve debt over 5 million baht belonging to at least two

creditors. Loan assets will be purchased by 10-year bonds to be issued by
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TAMC and losses incurred afterward will be split under a loss-sharing
formula. By May 2002 TAMC already bought 357 cases of overdue debts
worth 157.629 billion baht. The dual objectives of TAMC are (a) to enable
debtors to repay their outstanding debts and efficiently continue their
businesses (b) to help financial institutions avert losses which could
endanger stability of the system. As regards pricing, the TAMC board
approved the use of central bank valuation, instead of that set by the Land
Department, for assets pledged as collateral for bad loans to be transferred to
TAMC. This decision, which favors commercial banks in selling NPL, is
based on the grounds that existing values used at the Land Department are
outdated and reappraisal by that organization will be not only costly but also

time-consuming.

TAMC can bring about both positive and negative consequences, as
experienced by other countries, e.g. Fobaproa (Mexico), APT (Philippines),
DGF (Spain), RTC (U.S.A.), Arsenal (Finland), Npart (Ghana), Securum
(Sweden), Darnaharta (Malaysia), KAMCO (Korea), IBRA (Indonesia). That
is because many factors come into play, e.g. asset quality, valuation of NPL
and their collateral, experience of concerned staff in debt collection,
acquaintance with troubled debtors, independence of decision-making, and
legal authority. In the case of Thailand, where most of the NPL targeted to be
transferred to TAMC belong to state-owned banks, the underlying rationales

of TAMC are the following.

(a) The asset quality of those state-owned banks’ NPL is extremely
low because those assets originally belonged to private banks which collapsed
in the past. So chances are slim that state-owned banks can sell those to any
other AMCs or new partners. Those extremely bad NPL need special
treatment by TAMC.
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(b) Worse yet, executives of state-owned banks tend to hesitate to
decide on how to handle those NPL (restructuring or write-off), because
chances of success are very low and decision-makers are susceptible to legal

penalty as those banks and their bad assets belong to the government.

(¢) Uniting creditors into TAMC 1is expected to help reduce the
problems arising from conflicts among creditors along the debt restructuring
process. Such uniting should also lead to more negotiating power. In other
words, once TAMC becomes the sole creditor, final decision on debt

restructuring can be reached more rapidly and efficiently.

(d) After NPL of commercial banks are moved to TAMC, banks’
risk exposure will fall and they will be able to extend more credits which

would facilitate quicker economic recovery.

Even though unifying creditors into TAMC may sound promising in
expediting the task of clearing up financial institutions’ balance sheets, in
practice TAMC could easily encounter or engender many problems, as

exemplified below.

(@) The lack of familiarity with bank clients means that TAMC is
likely to face some difficulties in collecting overdue debts. Any efforts to

compensate for such deficiency will certainly add costs to TAMC.

(b) Some private creditor banks may be reluctant to sell NPL to
TAMC because prices are too low or attached conditions are too stringent (e.g.
the first 20% of loss be wholly borne by banks, next 20% be equally shared
with TAMC).

(¢) TAMC could easily get trapped by fake NPL (which in the past

amounted to a third of grand total NPL). It may also generate moral hazard on
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the part of both financial institutions (in exerting less caution in credit
extension) and capable debtors (in breaching debt contracts), as they feel that

they can resort to assistance from TAMC.

(d) A centralized AMC like TAMC will be susceptible to political
influences and interference or biases in several steps such as to purchase NPL
or not, from which banks, in which sectors, at what prices, and how to retrieve

overdue debt obligations.

(e) Gigantic costs of TAMC will add financial burden to the
government, as NPL will be purchased by issuance of government bonds.
These bonds will exacerbate colossal public debt obligations (2.8 trillion baht
or 56% of GDP in mid-2001) accumulated since the eruption of financial
crisis. Worse yet, private banks which sell NPL will be tempted to prolong the
debt collection period since they will definitely receive interest payments from

the government in the meantime.

Overall, TAMC could help in retrieving debt payments from NPL of
state-owned banks. However, such gains come with some costs. Private
banks should not be expected to participate to a large extent, primarily because
commercial banks are not lacking capital funds and market liquidity is
plentiful. They are typically reluctant to take loss or risk. In short, TAMC
may help in rectifying some intrinsic drawbacks of the Thai financial system.
But its costs should not be overlooked, neither should one ignore the

possibility of its adverse repercussions or side effects.

6. Corporate Restructuring

The above analysis shows that even though in the past few years the

Bank of Thailand has considerably succeeded in improving the culture of
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prudence and good governance in the financial sector, reforms in the real
sector moved at a much slower pace. Corporate culture and operational
structure of local Thai corporations prove hard to bend. Their overriding
concern is to maintain the family-owned and family-run feature. This can be
firmly supported by evidence or data in every sector, even in the Thai financial
circuit. For instance, when the government offered commercial banks up to
300 billion baht in public funds for recapitalization in return for corporate
restructuring and new business lending, only one-fifth of this amount was used
because the controlling shareholders of remaining private banks were

unwilling to dilute their ownership or to risk loss of control.

Nevertheless, it remains unquestionable that typical corporate culture
need to be reformed in the direction that good corporate governance be firmly
inculcated. Otherwise, any economic recovery would not be long-lasting and
financial crisis could easily revisit, as chances are that government’s
assistance could not persist on a continual basis. Local corporations,
especially the small- and medium-sized enterprises, have to adopt or improve
their financial discipline, as financial institutions at present have paid less
attention to collateral but more to cash-flow management, experience, vision,
and viability. Other facets of respectable financial discipline are avoidance of
over-leverage, excessive intra-affiliate lending, over-investment especially the

speculative ones.

Along the attempt to improve corporate governance, the government is
certainly able to provide assistance or motivation. For instance, it could
amend weaknesses or loopholes in the current regulations on accounting
standards, taxes, bankruptcy, foreclosure, and forbearance. In addition,
government’s expansionary policies (such as credit lines offered by

Government Savings Bank to SMEs, village funds) should impose certain
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conditions upon the recipients or beneficiaries in order to achieve prudential
and orderly corporate governance. This policy direction will not only
accelerate the rehabilitation process but also upgrade the corporate culture of

local enterprises.

7. Alternative Viewpoint

Table 4 demonstrates movements of NPL since 1999. It can be seen
that NPL statistics are highly volatile. Their increases could come from either
new NPL or re-entry NPL due to sluggish local economy or inefficient
management of borrowers’ enterprises. Meanwhile, NPL could fall because of
debt restructuring or transfers to AMC. This volatility of NPL raises
skepticism about traditional viewpoint or reliability of NPL and debt

restructuring.

Table 4: Movements of Financial Institutions’ NPL

2002
1999+ 2000 2001 Q1
Total new NPL 170,093 490,771 406,124 81,314
New NPL 137,432 281,064 170,352 24,236
Re-entry NPL 32,661 209,707 235,772 57,078
NPL reductions 606,443 | 1,727,855 789,474 85,484
Restructured debts 258,638 607,662 287,678 41,228
Accrued interest payments 70,375 113,929 76,030 11,943
Transferred to asset management
companies 139,598 443,536 297,729 7,265
Write-off 69,534 298,251 63,234 3,466
Others 68,298 264,476 64,802 21,582
Net change -436,350 | -1,237,084 | -383,350 -4,170
Total NPL 2,094,425 857,341 473,991 469,821
(% of credit outstanding) 38.93 17.90 10.46 10.33
* Oct.-Dec.

Source: Bank of Thatland.



Pakorn Vichyanond 49

NPL may not reflect the overall health condition of financial
institutions or financial system because other than retail lending, another
function of financial institutions is to undertake large-scale investment in
either securities or factories directly. Financial institutions also obtain income
from various kinds of services offered to their clients. Thus, an overall rate of
returns will be more indicative than NPL in demonstrating efficiency of
financial institutions’ business management. A series of those rates of returns
or their steadiness will depict the degree of associated risks. Because of these
shortcomings of NPL, an international comparison of NPL becomes

meaningless.

On the part of debt restructuring, more attention should be focused
upon the fundamentals of debtors’ operations or productivity of their
businesses instead of debt burden scheduling. The underlying reason is that
productivity has direct impact on debt servicing capability of debtors. Factors
which affect productivity are capital allocation, organization and mechanism
of production process, and technological advancement. Two external
variables (government regulations and foreign competition) also play
prominent roles. While competitive forces induce all players to improve
productivity or exit the market, productivity is a crucial stimulant of
competitiveness in the world market. In that regard, a study” by McKinsey &
Company measures productivity and makes comparisons across countries in
2000/2001. Its results are rather distressing as shown in Table 5 and imply
that production inefficiency must have been a significant factor underlying

Thailand’s difficulties in achieving economic recovery.

" McKinsey & Company, Thai Productivity Report, Prosperity through Productivity,
2002.
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Table 5: International Comparison of Labor Productivity

U.S. Taiwan Malaysia Thailand
Overall economy 100 67 39 23
-Agriculture 100 30 30 10
-Manufacturing and services 100 70 40 35
-Retail trade 100 n.a. n.a. 22
-Retail banking 100 n.a. n.a. 48
-Telecom 100 n.a. n.a. 34-51
-Cement 100 n.a. n.a. 68
-Chicken processing 100 n.a. n.a. 21
-Beer 100 n.a. n.a. 32

Source: McKinsey & Company, op. cit., Exhibit 4, p.11.

8. Concluding Remarks

In five years after the Asian financial crisis (1997) almost every part of
the Thai economy suffered from shocks to economic activities. The financial
sector was the one in particular, since it had close interaction with real sectors.
Thus far, the government was moderately successful in handling problems of
ailing financial intermediaries. Rising foreign ownership together with their
satisfactory performances served as a good example. However, more attention
should be devoted to the fundamental problems of NPL and debt restructuring,

if corrective actions are to have favorable and sustainable effects.

On the part of debtors, financial restructuring represents only one
component of complete debt resolution. Two other vital ingredients are often
neglected, i.e. operation restructuring and corporate restructuring. The former
refers to adjustment of their operating mechanisms aiming at more efficiency,
while the latter is meant to disentangle excessively intricate cross-holding of
shares among affiliated firms so that more effective management is achieved

and ongoing projects become more viable.
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On the part of financial institutions, improvement is needed on the
caliber of staff, management tactics, and ethics. Otherwise, imprudent credit
extension or restriction, further NPL, and another financial crisis may recur.
More accountability may be required from bank executivés or operators, since
their actions or decisions have strong bearing on their banks’ performances.
These executives should be held liable to criminal charges, or they should be
required to put up some of their own stake as contingent liabilities in case of
poor performances of their institutions. This will help motivate bank
executives or operators to exert more caution on the efficiency and asset

quality of their banks.

On the part of central authorities, regulations upon financial
institutions should be classified or spelled out by functions not types of
institutions. Otherwise, they can become ineffective because of leakage as a
result of financial liberalization. Before any further liberalization is adopted,
the authorities should be confident about readiness of the involved financial
institutions, supervisors, and significant variables plus economic atmosphere.
Both examiners and supervisors should focus their attention on forward

looking analysis or indicators instead of just monitoring past accounts.

Finally, capital market development should be continually pursued in
order to complement bank loans, as bank loans are intrinsically volatile. In
this regard, special emphasis should be placed on small- and medium-sized
enterprises (SME), since the number of these SME in Thailand is enormous
and they have strong implications upon economic development, income
distribution, and social welfare. Besides, upgrading debtors’ transparency as
well as corporate governance will definitely help reduce both NPL and the

need for debt restructuring.
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Non-performing loans represent both causes and consequences of the
economic crisis that has plagued Thailand since 1997. All concerned parties,
including government agencies, have therefore tried numerous ways and means of
resolving NPL problems by restructuring debts and adjusting financial institutions’
credit extension. Such efforts are definitely worthwhile because without successful
debt restructuring and prudent credit extension, the economy may remain trapped in
an evil circle for too long, since in branch-banking economies like Thailand, credits
from financial institutions, especially commercial banks, serve as an indispensable
lubricant for economic activities.

This book thus discusses primary causes of NPL, measures after the
meltdown, and several channels of resolving NPL such as debt restructuring,
corporate transformation, and establishment of TAMC. In addition, wider viewpoints
are suggested if the financial system is to function more efficiently and not to
encounter another crisis again.
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