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ABSTRACT

This thesisyis an investigation into the existing financial
institutions and their arrangeménts in export credit financing of
Thailand with special emphasis on financial assistance offered by the
Bank of Thailand. [The objective of the thesis is to render an
economic assessment on the extent to which the rediscount facility
through the Bank of Thailand could help improve the export performance
of the country. The scope of the investigation covers : (i) discussion
on the role of commercial banks , finance companies and the Bank of
‘Thailand in extending credit to the export sector - (4) analysis of
the economic rationale and justificatién of the Bank of Thailand in
providing credit facilities to export activities; and-(iii) cost - benefit
analysis for evaluatiom of rediscount facility,

There are three financial imstitutions which have direct
bearing on the exports of Thailand, namely, commercial banks, finance
companies /and ;the Bank ofiiThailandl [AS (fof ‘commetcial 'banks afid finance
companies, export credits are provided both. for short ="term pre -
shipment and post - shipment as well as longer -~ term froject financing.
At the end of 1983 , the outstanding amount of credit extended by
commercial banks to the export sector was 32,094 million baht

comparing with 1,715 million baht extended by finance companies



The Bank of Thailand plays a crucial role in providing
financial assistance through rediscount of promissory notes arising
from export undertakings. Prior to September 1984, the rediscount
rate charged by BOT was 5 percent per anuum, and the commercial banks
(act as BOT agents) were allowed to charge mot more than 7 percent
per annum. Promissory notes for experts are generally available for
180 days either for pre = shipment or post — shipment credit. At the
end of 1983, the outstanding value of promissory notes for exports
rediscounted at the Bank of Thailand was 18, 603 million baht and
accordingly the valuesof export assisted by the BOT's facility was
77,328 million baht which accounted for 52.8 percent of total export
value of Thailand.

Several points should be made on the rationale and justification
of the Bank of Thailand's rediscount facility. First. such financial
assistance has been used as’'an effective export promotion instrument.
Second, it reduces financidl-cost of exporters om interest and then
increases liquidity for exporéers. Third, it reduces,.to’' a certain
degree, financia} constraint on accessibility and different cost of
different exporter groups (large, medium and small).

As for the éffectiveness of thelirediscount facility, the
comparative study on the fimancial cost incurred-and the export
earning increased on six selected exports was made and taken into
consideration. ~Theynet,benefit was) found only in ghe exports of
rice. 'It was also found that. 'the rediscount faecility did not have direct
effect on the increase in the export volumewof maize, rubber, sugar,
tapioca and tobacco, though it may indirectly boost the exports of those

.products by reducing the interest cost>or by increasing liquidity for

the exporters.



It was noteworthy that the rediscount facility would yield
the positive result if the price elasticity of foreign demand for

and supply of Thai products was high.

To effectively increase the e orientation of the Thai

) improve the rediscounting
éicross -~ the - board

S€ iveness along the

economy, the Bank of Thai
facility policy in the « i1
and general financi
. \ ?.‘;“'-'."‘: Lld be focussed on the

industry or produc

products with the hi “uﬂ-reign demand for

\

and supply of Thai p
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