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Abstract

The main objective of this study is to identify the factors affecting the ability to repay
loans of commercial bank’s customers in order to provide a norm for the commercial banks in

classifying borrowers.

This study obtained data from 125 borrowers of the Bangkok Bank, Ltd. (Public
Company), Srinakornping Branch, Chiang Mai Province. The data was classified into two groups
due to purposes of borrowing namely, loans for real estate buying purposes and loans for business

transaction purposes.

The model used in this study can be classified into three models namely, the model of
loans for real estate buying purposes, the model of loans for business transaction purposes and the
aggregate model respectively. The probit technique was used to analyze such three models. The
result from aggregate model showed that seven explanatory variables namely, dummy variable for
occupation as governmenthofficers, income level, dummy variable for real estate buying purposes,
dummy variable for real estate owner, dummy variable for previous loans, the time period of

installment and ratio of the remaining habilities to approved credit, were significant. The result



from the model of loan for real estate buying purposes indicated that only four explanatory
variables namely , income level, dummy variable for previous loans, the time period of installment
and ratio of the remaining liabilities to approved credit, were significant. Meanwhile, the results
from the model of loan for business transactiom purposes also showed that five independent
variables namely, dummy variable for occupation as government officers, dummy variable for
marital status, dummy variable for real estate owner, dummy variable for previous loans and the

ratio of the remaining liabilities to approved credit, were significant.

The applications obtained from this study are as follow. The borrowers who are former
borrowers and government officers which have lower income level and do not have real estate
property are likely to be a good borrower who have a chance to repay loan. Meanwhile, the
borrowers who have a shorter period of time of installment and lower ratio of the remaining
liabilities to approved credit are also likely to be as a good borrower. The study result also
indicated that the borrowers who loan for real estate buying purposes is likely to have a chance to

repay loan lower than the one who loan for business transaction purposes.



