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This thesis aims to study the concepts of BIS Rules and the reasons why they have been applied to
financial institutions in Thailand, and analyse the role of BIS Rules and their effects on the financial market as
well as the housing market. As for the research method, closed-ended questionnaires were used with five groups
of sample population; namely, 27 financial institutions, 135 consumers who received housing loans between 1993
and 1997, 135 down-payment consumers, 135 buying consumers, and 15 housing developers.

According to the study, it was found that when the Bank of Thailand announced the implementation of
BIS Rules to financial institutions in 1993, the risk weighting of housing loans has been reduced from 100% to
50%. As a result, financial institutions could expand the outstanding balance of their housing loans by 100%
with the same fund. They were thus eager to approve more housing loans. In the same year, financial
institutions were allowed to provide BIBF services, making a large amount of foreign funds flow into the system.
This resulted in high competition in the financial market and an extension of loans of various kinds including
housing loans. Financial institutions used a number of strategies such as advertising, public relations, and sales
promotion, stressing convenience in getting the services to attract customers. In other words, they stimulated
customers” interest by facilitating the loan conditions including the reduced interest rates, increased loan amount
and extended pay-back periods. In this way, the financial market saw a high competition in interest rates, the
reduced amount in the difference between the loan and deposit rates, and a larger number of loan applicants. In
addition, the housing market also boomed People found it easier to Secure their own home. There was more
need to buy housing and there were more housing developers in the market. With high competition in the
housing market buyers had more choice and opportunity to make comparisons Meanwhile, there was some
negative impact on the market, speculation in the housing price made some people buy -without a real need to
own a place. Some housing developers were not of good quality. There became an excessive supply of housing as
there were too many housing developers.

Considering the effects of BIS Rules on the housing loans extended by financial institutions, it was found
that the larger loans helped stimulate the housing market. However, since too many' loans had been extended
some were of poor quality. At any rate, housing loans are still considered to be low-risk and with BIS Rules, they
are of interest for financial institutions. When the economy recovers and financial institutions enjoy higher

liquidity, financial institutions ~ pay even more attention to housing loans.
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