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Abstract

The purpose of this Independent Study titled Risk Management of Commercial Bank in
Northern Region is to study the system and the way of working in risk management among
commercial banks in the northern region of Thailand. The information for this study was
collected from commercial bank managers from 13 banks in the northern region. This report will
be done by descriptive statistical records including frequency, percent, and average.

This study of bank risk management among commercial banks in the northern region
consists of three facets. The first risk is strategic risk, which is the risk that occurs in setting and
carrying out a poor strategic plan, and the impact that ensues regarding the money invested and
the revenue of the commercial bank, The second risk is operating risk, which is caused by
mefficient control systems including rule breaking and bank operations mistakes. The third risk is
credit risk, which occurs when creditors who are unable to meet their financial obligations which
negatively impacts revenue and investment.

The results of the questionnaire revealed that the majority of the participants were married
men between the ages of 46-55 with a yearly income of 30,000-50,000 baht. Most of them have
completed a bachelor’s degree, attained a management position within ten years and received risk
management training. It also showed that most of the commercial banks are private institutions

and have risk management in every department.



Concerning strategic risk management of commercial banks in northern Thailand, the
researcher found that most of banks that have many foreign stockholders are the most eftective at
stfategic risk management. Most of them have high level in work processes. They have the
highest level of specifying, measuring, following and controlling the risks they have undertaken.
This is done by analyzing internal and external conditions in order to understand the strengths,
weaknesses, opportunities and obstacles. In the area of administration, they have committees that
help serve, take cére of employees, set human resource policies and give opportunities for
executives to improve their skills.

Concemning risk management in the area of operating risk of commercial banks in northem
Thailand, the researcher found that most of banks that have many foreign stockholders are the most
effective at strategic risk management. This is accomplished by executives leading policy and
management trends that have been approved by management committees which will achieve their goals.
The executives sct the standards and policy for giving rewards and punishment. The executives compare
actual work being done with growth goals, reliable work and information security.

Concerning credit risk management of commercial banks in northern Thailand, the researcher
found that government banks have the highest level of effective work processes; including identifying
nisks and giving loans, which are important for work progress. For measuring risk, the researcher found
that risks private institution were more effective. They accomplished this through loan analysis by
considering the estimated amount of cash suitable for a stable financial structure. As for following and
controlling risks, the researcher found that banks have many foreign stockholders were the most
effective. They did this by having a clear and definitive loan manual and thorough loan check.

The commercial bank managers expressed three main problems. The first problem was in the area
of strategy. They said that there was a lack of communication in situational analysis. The second problem
was in the area of operation. The employees were lacking in knowledge of work proficiency. The third
problem was in the area of credit. They did not have the ability to negotiate and inform customers
thoroughly.

The rescarch results showed that most of the commercial banks have a high ievel of risk
management. Comparing the nen-performing loans of all three banks; the backs with foreign
stockholders, government banks and privately owned banks. This clearly shows that the commercial

banks in northern Thailand greatly improved in the area of risk management,



