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ABSTRACT

Life assurénce plays a significant role in any economy and
society. As a financial institution, it is the sources of long-term
capital funds that cén be utilized for the economic development through
both private and public sectors. As a social security haven, it »
contributes a g#eat deal of social services by offering family's
financial protection to the public, i.e. protecfing family's.income if
‘the breadwinner dies or is disable. Therefore, it is a must for the
"governmen% to/control this induétry for the best interest of the public
and build good public attitude toward life assurance. Cne of the most
critical gsections of this business that the government always keeps its

eyes on is investment managément of life assurance companiese

The purpose of this thesis is first to study the characteristics,
criteria and problems of financial management of life assurance companies
in Thailand. The results are hoped to be supporting information for the

government in controlling and promoting life assurance industry. Then,



fingncial ratios of eleven life assurance oompanieej i.e. nine local
and two foreign branches, are discussed and analyzed. The remaining
of the ithesis is devoted to study the sources and uses of funds and the-

roles of the regulatory body in controlling the used of funds, -

The history of .1life assurance industry in Thailand shows the
development of governmént reguiation; The first regulation was
proclaimed in 1929. One year after, five fofeign companies were granted
to open their branches in Thailand. Their‘operationdseemed S0 far‘

' satisfied until there were forced to close down by the breakout of World
War II. Two local companies, Théi Life and Thai Sethakit were then
established in i942. During that period the government regulation
required only five million baht of registered capital. I+ jumps up to

- 100 million baht nowsaday because thergovernment wants to limit the

number of life assurance firms as well as to make sure that the newly--

cstablished company has enough liquidity for its operation,

The second part of the thesis is the analysis of financial ratios
during the period of 1975~1979 and it shows that average liqgidity ratio
of whole industry was relatively high, ise. 3.29. Local companies
tended to hold a little higher liquidity than foreign companies., It also
shbws that the main portion of investment funds came from liabilities
which consisted of 96% of total funds. While 98% of local companies'
funds were liabilities, foreign éompanies‘ ratio was only 89%. Another
finding in this analysis indicates that local companies' fixed assets

ratio was higher than foreign companies's This indication reflected



the policy of local firms in 4using higher portion of the funds in fixed
assets such as office building, and resul}ing in less effective utilization
of the funds, It therefore shows that the rate of return on investments

of foreign companies was higher than local couﬁterparts;

The stﬁdy oflthe relationship between sources and uses of funds
in fhe latter part of this thesis shows that the main sources of funds
come from life insurancé‘policy reserves which are the long=term )
commitmentvbetween the companies and policyholders. Therefore the funds
coﬁld be efficiently used in’long;term and fixed assets investment, This
finding indicates that life assufance companies have more adQ;ntage fhan
any other financial institutions in allocating funds for iéng—term and
shbrt-term projectss The analysis concludes that the management of
sources and uées of funds of life assurance industry as a whole met the
critefia of efficient investment. ‘

Thg thesis also finds that the goﬁernmént regulation creates
constraints that obstruct the efficient utilization of investment of
life assurance business, The'regulgtion should be revised in order to
stimulate the investment efficiency, Before doing so, the Office of
Insurance commissioner, Ministry oflCommerce, which is the regulatory
body of insurance industry, should discuss the matters with life

assurance oompanies in studying all problems and finding the best

solutions for the best interest of the industry and the public,
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