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Abstract

Nowadays credit service by commercial bank is considered as an
important role in financial economic growth of the country. Credit is an important
base of imcome that generate interest for commercial bank. In offering credit
service resulted the problem of increasing rate of overdue debts repayment. Since
the debtors were unable to pay the debt includes interest on time, the bank lost the
opportunity to make profit from the expected amount as well as spent more on
follow up the debts. The loss of debt is risky.

The purpose of this study is to investigate into the factors attributable
to the loan-repayment problems of commercial banks in general by collecting data
from groups of loan debtors of the commercial banks in the province of Chiangmai.
The study was made from the sample population of 110 cases of outstanding debts
with inability to repay capitals plus interests to the banks according to the specified

schedules.



The study shed lights on the relationship of various factors causing
overdue debts repayment problems. The external factors inducing the tremendous
overdue debts are the impacts from the economic slowdown due to the political
transformation, the changes in the govemmental policies, circumstances are not
conductive to the production for the markets, the emergence of natural calamitics
and the limitation of some kind of loans, Internal factors contribute the commercial
bank to the problems on overdue debts repayment are mainly elevated interest rates
the debts repayment conditions are to high. In so far as personal factors are
concerned with the debtors, mismanagement of the funds for the other purposes,
prodigality, overtrading were cited as well as overdone on investment that caused of
high investment, loss of liquidity of the business by the group of clients, as the
main reasons accountable for the overdue debt repayment.

Propositions are made from the study as guidelines to those
responsible for credit appraisals to exercise due prudence and cautiousness in
considering the approval of loans particularly in matters concerning the behaviors or
characters of the loan applicants (borrowers), the capacity to pay the retumns on
investments considering the break-even points, the ability of repayment and
viability of the projects and the capability to withstand risks in the events of low
incomes or unforseeable losses. In essence, the commercial banks concemed with
loans approval should have coordination and sincerity in exchanging information
and data about their clients to prevent the occurence of repetitive bad debts while
cooperation should be enlisted from the govemnment in implementing monetary and
fiscal policies which are in line with the loan approval policies with emphasis on

the development of the economy as a whole.



