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ADDRESS

AT THE ANNUAL DINNER OF THE THAI BANKERS ASSOCIATION
6th February 1963

Mr. President. Ladies & Gentlemen.

To-night, I would like to say a few words about the economic
situation in general and then proceed to air my views on certain aspects of

banking.

Throughout the past year, the economy of Thailand can be said
to have made fair progress accompanied by a slight improvement in the
exchange rate for the Baht. Thailand was able to increase her imports,
particularly of capital goods such as machinery, labour-saving equipment
and transport equipment. The total value of exports was lower than in 1961.
Our tin exports had increased to such a degree as to leave little to worry
about. However, even with better prices prevailing, the export income
from rice had fallen somewhat on account of the smaller volume. The
export of maize, tapioca and teak had also declined both in volume and
value even though their prices had improved slightly. On the other hand,
kenaf exports were twice as much as in the previous year, but considerable

decline in their price had reduced exchange earnings from this source.
At this point two questions present themselves :

Question No. 1 : What actually is the policy for rice exports ?
On the one hand, active encouragement has been given to increase
exports even to the extent of giving rebates on rice premium to
some importers of Thai rice. On the other hand, fears of shortage
of domestic rice supplies led the government to apply the brake

pedal to prevent excessive exports. This process of simultaneous
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accelerating and braking spells wastage of fuel and ruin of the engine.

Question No. 2 : What are the causes of the weakness of our maize,
tapioca, kenaf and teak exports in the world markets ?
Can it be attributed to natural phenomena ? or external

causes ? or simply on human foible ?
Even though the value of exports was exceeded by the value of
imports, the nation’s reserves in the form of gold and foreign
currencies rose to nearly U.S. $ 500 million. This was mainly due
to the fact that a substantial part of the goods imported, particularly
capital goods, was brought in on a non-payment or deferred

payment basis.

Question No. 3 is then : “What should we do with these reserves ?
Many wise men have tried to answer this question. Some have said
that these reserves should be used by the Government for economic
development. Others opine that since the Government is in a
position to issue more currency notes, it should do so in order to speed

ourselves up towards Utopia.

Now since this problem happens to fall within the scope of my duties

and responsibility, may I take this opportunity to offer you my answers ?

(a) Issuing more notes is easy, developing an economy is no
child play. Money is merely one of the factors in economic
development. If the note issue is expanded far ahead of the
productive capacity the development plan itself will suffer
because of inflation. ‘

(b) The present policy is to utilize our international reserves for
development, budgetary and trade purposes. They are not
being hoarded as a sacred treasure. The Government budget
could not have expanded to its present level without assurance
from the Bank of Thailand that, within
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reason, funds would be forthcoming. Again one of the factors,
if not the most important, which enable commercial banks to
increase their credit lines abroad is our strong reserve position.
Similarly, our policy of promoting foreign investments has

built-in support from the reserves.

(c) “This Government does not want you to tighten your belts
but urges you to economise.......... Please remember that it is
only by thrift that you can build your future. No one can

build his future unless he knows how to economise..........
What are our trade prospects in the near future?

This question has already been answered by the President of the Thai
Bankers Association. | share his confidence that the situation is not
alarming. What I would add is that to solve our economic problems we
must increase production-in deed we must produce more at lower cost.
Cost of development, cost of living, cost of exports must all be kept low.
Whoever unscrupulously causes a rise in costs is no different from a
person who destroys our forests, the nation’s resources. Saboteur is his
name, according to well-known slogans. If the cost of one step in our
economic development is by normal standard 1 million baht, and if we
are charged 2 million baht, then it is subversion. Instead of two steps,

only one can be taken.
Question No. 4 : How to reduce costs?

The answer, you surely must have heard from better authorities than

myself:
(a) Cut out unnecessary middlemen and expenses;

(b) Detergents on dirty hands.

Let us now turn to banking. Much has already been covered in the
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address of the President of the Thai Bankers Association and in the
message of the Minister of Finance, I shall not dwell too long on it. I

offer two points as summary:

(a) The Commercial Banking Act has had so far a smooth
sailing, thanks to the co-operation of the commercial banks, especially
the representatives of the Thai Bankers Association. The monthly
consultative meetings have been greatly beneficial to all parties
concerned. The Foreign Bankers Group has also periodically invited
officials of the Bank of Thailand to participate in their discussions. Points

of doubt have been reviewed and clarified before they are put into practice.

(b) With the encouragement of their head offices and the Bank of
Thailand, bank branches in several provinces have taken the initiative of
making agreements to conform with the law and fair banking practice. This
action deserves high praise and [ take this opportunity of thanking those
responsible for bringing about such agreements in the following eleven
provinces, namely, Trang, Songkla, Ampur Muang Surat, Puket, Yala,
Ubol, Ampur Muang Chumporn, Surind, Sukhothai, Narativas and
Pattani. It is my fervent wish that this good example will soon be followed
in other provinces throughout the land.

1 hope you will bear with three more observations :

(1) Commercial banks in Thailand now enjoy a high credit
standing. The total volume of deposits at present has almost reached
8,000 million baht. Each one should vie with the others on point of s
oundness, honour and fairness, and furthermore, each should strive to
bring about a stable money market. In a money market, we must expect
good papers and creditworthy customers. The report of the Clearing
House confirmed what the President has just said. That is, the number

of “bouncing”
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cheques has indeed decreased. It has not yet however, reached the
level that we could call satisfactory. In the “league” table arranged in
descending order of cheque-bouncing frequency, some banks ought to
be congratulated because they have managed to escape from the top
ranks. Others, however, so far hold fast to leading positions. To these
“Champions” 1 pray that they take measures speedily to submerge, fo

the sake of confidence in their banks.

(2) The intention that commercial banks should give more credit
facilities to industrial and agricultural production, has my support.
However, there is one thing to remember - one should not indulge in

lending long while borrowing short. It is dangerous.

(3) The rediscounting facilities provided by the Bank of
Thailand during the past three or four years for exports has produced
satisfactory results in promoting exports and keeping cost and interest
sufficiently low. The President has expressed the wish that the Bank
ought to do more. In actual fact, this matter has been our preoccupation
for some time. I expect that within the next few weeks we shall be able
to produce the details of a new facility covering bills on industrial raw
materials, both imported and local. This measure, I hope, will help to
lower the cost of production and exports. [ hope you will agree with me
that the main criteria should be : (a) that there is a real transaction of
raw materials. (b) that the industry eligible for financing should be
viable. You will no doubt recognise all this as a good banking principle.

“Loans must be given a good chance of being repaid.”
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