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ABSTRACT

The main objectives of this study are to find the optimal model between Multinomial Logit and
Multinomial Probit and to study factors which affect decision of people in Chiang Mai municipality
to get a secured loan. This study is based on primary data acquired from questionnaires. The
samples are 400 people in Chiang Mai municipality who have a secured loan with various types of
collateral attached, namely real estate, cars, motorcycles, gold, jewelry and electrical appliances.
The data is technically analyzed based on econometric models which are Multinomial Logit and

Multinomial Probit models to compute marginal effects.

The result shows that Multinomial Logit is the optimal model since compared to Multinomial
Probit, it has a lower rate of AIC and BIC. Moreover, the study illustrates that loan term and good
service from lenders are main factors affecting people in Chiang Mai municipality to get a secured

loan with statical significance level of 0.10.

This study proposes policy suggestions which benefit financial institutions (banks) and small loan
companies who provide secured loans since they can plan and administer their work to fulfill
borrower's requirements. In addition, in the future, such suggestions could be guidelines for

government sectors to solve problems regarding household debt.



