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Abstract

The main objectives of this study are +to determine
characteristics of borrowers which can be used to indicate and
discriminate that they will be successful or unsuccessful in their
farming, and to establish a standard regulation for commercial
banks in choosing new agricultural loan borrowers by using the

result of this study.

The data set consisting of farm observations used for this
analysis was obtained from The Siam Commercial Bank, Ltd., Chomthong
branch, Chiang Mai province. These farm observations were the loan

borrowers of the bank. These borrowers were classified into two



groups, 1i.e., the successful and unsuccessful groups. Each group

has 85 observations.

The characteristics brought into the consideration consisting
of five financial ratios and ten non-financial variables. The
multiple discriminant analysis was employed in this study. Results
showed that seven characteristics were significant and included in
the final discriminant function. Five characteristics were from
financial variables and the other two from the non-financial
variables. Those five financial variables are net worth to total
assets ratio, net worth to total liabilities ratio, current ratio,
net income from farm to total liabilities ratio, and net income from
farm to. total assets ratio. The +two significant non—financial
variables include proportion of loans spent for household borrowers,
and educational level of borrowers. 94.12 percent of the total

cbservations was classified correctly.

The +two non-financial variables can be used as policy
variables implemented by the dovernment and private sector.
Although these five financial wvariables can not be exercised by
policy makers, they can be used to reduce bank risk in providing

loan to borrowers.



