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The dgedtive o this stud is to find the factors that influence an the soundness o
finanda institutions. To datain these factars, finanad ratios coud be tested whether they
can disaiminate between dosed fims and non-dosed finrs. After the aisis in 1997, the
remaining finenda institutions were dvided ino 3 categaies consist of the state-onned
ingtitutions, Mejarity-onned by fareigners and nmejarity-onned by Thais. To go futher an
finding factars that separate these 3 gauyos out of each ather, finandd ratios were tested
again The sarde were used in this study conprises 106 finanda instituions in Thailad
in 1994-1996 by using poded deta and Logit mocH.

Acoording to the resuit, the inpoartart factors effect stallity of finanad institutions
which mreke themto be dased are nonHperfoming loens, low prdfitabllity and too srell size
o fim Lending cardessly befare 1997 becane nonperfamring loans which increese the
finanda institutions’ cost inTrensaly and led them dosed findlly. Low conpetitive alaility
rlatives with size of firm mekes them dffer higher interest rates and have o advartage
from econony of scade o they cant heve high prdfitakallity, For the difference between 3
goyos of the reaining institutions foud thet the mgaity-onned by fareigners have
sHler size then those ngjarity-onned by Theis bue have higher praiitatality. And mgjority-
oned by Thais conpared with state-onned  ingtitutions have al better finandd ratios
induding capital adequacy ratio, prdfitallity ratio, asset qudlity ratio and liguidity ratio,
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