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ABSTRACT

This study has two objectives : 1) to identify factors causing loan defaults in credit
extended with fixed maturity terms, and 2) to study problems and obstacles leading to such loan
defaults of Chiang Mai Pratu Chang Phuek and Lamphun branches of the Bank of Ayudhaya
(PCL).

Accidental random sampling was conducted to get a sample of 70 debtors of the two
bfanches who were interviewed using questionnaires. All nine credit staff officers of both
branches were also interviewed using a separate questionnaires. Simple descriptive statistics such
as frequency, percentage, and priority ranking are used to analyze the data.

Among the debtors, it was found that personal factor causing loan defaults was misuse of
loan; while the sharp rise of interest rate is seen as the factor internal to the bank and the late
€Conomic recession situation is seen as external factor contributing to loan defaults.

The staff members of both branches shared a common opinion that such loan defaults

. y . . .
were attributable to debtors” misuse of loans which was personal factor and the economic



recession which was external factor. However, their observation about factors internal to the bank
differed. Bank staff at Pratu Chang Phuek branch reckoned the cause of loan default was the lack
of good screening procedure while those at Lamphun branch thought the sharp rise of interest rate
was the origin.

As for problems and obstacles, the common problem giving rise to loan defaults in the
opinion of debtors of both branches was their lack of capital for business expansion. Mean while,
staff of both branches shared the same opinion that the problem leading to loan defaults was the

approval and release of credit without appropriate screening.





