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ABSTRACT

The objectives of this study were : (1) to find factors affecting the real estate bad debt of
a commercial bank in Chiang Mai Province, and (2) to look for the appropriate measures to
prevent and reduce non-performing loan (NPL) and ways and means of improving giving loan
practice to real estate of the bank 1o be more efficient.

Data used in this study were secondary data collected from designed questionnaire
distributed to bank's credit personnels to fill in the questionair based on bank's real estate bad debt
data file.

The questionnaire were distributed to 10 branchs of the study commercial bank, 4 credit
personnels per branch, and 10 questionnaire per credit personnel. This made the total of 400
sampling data of bad debtors (10 branches x 4 credit personnels/branch x 10 questionnaire/credit
personnel). The study divided real state bad debtors into 2 group, viz, group 1 : individual debtor
consisted of 377 individual debtors, and group 2 : corporate or business debtors consisted of 23
bad-debted business owners.

Analysis of factors affecting the real estate bad debt of the bank under study are based on
5C principals, i.e. (1) character, (2) capacity, (3) capital, (4) collateral, and (5) economic
conditions.

The results of the study found that the contributions of main factors to the creation of bad

debt in each C were as follow:



1. Character.
Bad debis were resulted from (1) 62.% of group 1 and 65.3% of group 2 debtors set |
first pay - back priority to other financial institions since they realized that bank's interest rate
was much lower and (2) 53.6% of group 1 and 52.2% of group 2 debtors had no sincerity. in
paying back their debis.
2. Capacity.

Bad debts were mainly due to (1) 55% of group 1 and 52.2% of group 2 debtors had
no ability to pay back their debts because they borrowed for others, this made them reluctant to
pay debt for the others, and (2) inefficiency of bank's credit personal resuited from failure to
collect debis of 52.8% of group 1 and 52.2% of group 2 debtors.

3. Capital
The bad debt were the results of (1) 71.1% of group 1 and 73.9% of group 2 debtors
had liquidity problems, and (2) 69.5% of group 1 and 65.2% of group 2 had over debt burden.
4. Collateral
The problems were due to (1) 76.4% of goupr 1 and 73.9% of group 2 debtors had
low collateral value of assets which almost equal to debt burden, and (2) 76.4% of group 1 and
69.6% of group 2 debtors' collateral in the form of assets were difficult to liquidate.
5. Economic Conditions

The problems were due to (1) 73.7% of group 1 and 73.9% of group 2 were
economic hard hitted by the construction of public utility i.e. road/highway which took quite a
few years to finish encountered inconvenient access to their sites and suffered from business slow
down, and (2) 68.4% of group 1 debtors had more competitors, and 56.5% of group 2 debtor
suffered from domestic economic crisis.

The study led to the suggestions that loan approval personnels of the bank must be
more cautious in (1) selecting prospective debtors by making thorough investigation of the clients
regarding to their business experience, spending habits, liquidity of assets and collateral, type of
business venture, degree of financial risks and invesment returns, and (2) in giving loan, bank's
personnels should also be more selectively made according to compatibility with local economic
conditions and national financial policies aiming at developing the economy of the country as a

whole.



