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Abstract

The purpose of this paper is to draw the structure of Thailand financial system to help
achieve a future sustainable growth. This paper is divided into two sections, namely Macro and
Micro Analysis. In the first part, the results from panel data regressions suggest that economic
growth is associated with financial development. Financial development in terms of bank lending
and market capitalization also creates capital growth and productivity. Going forward, bank and

markets should be developed concurrently so as to provide a driving force for economic expansion.

Issues discussed in the Micro Analysis involve: bank size, role of foreign bank, financial
products and services, and business expansion of Thai bank in foreign country. These could be
used to support infrastructure investments, innovation, growth of SMEs, and Thai direct investment

abroad, which are significant for Thailand’s sustainable growth.
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for their comments. The authors are particularly grateful to Director Parisun Chantanahom, Director Roong
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Table 1.1: Capital Growth and Financial Development: GMM, 1980-2010

Dependent variable: Capital growth

Equation
Private credit/ GDP 0.19 (0.01)
Stock market cap./ GDP 0.06 (0.02)
Degree of openness 0.20 (0.01)
Government size 0.09 (0.06)
Capital growth (-1) 0.12 (0.001)
Constant 1.86 (0.001)
Hansen test statistic 21.98 (0.53)
AR (1) test statistic -1.99 (0.03)
AR (2) test statistic -1.27 (0.25)
Number of observations 117

Note: Numbers in parentheses are P-values. Log-transformed

variables are used.



Table 1.2: Productivity Growth and Financial Development: GMM, 1980-2010

Dependent variable: Productivity growth

Equation
Private credit/ GDP 0.06 (0.02)
Stock market cap./ GDP 0.13 (0.02)
Degree of openness 0.29 (0.01)
Government size 0.10 (0.05)
Productivity growth (-1) 0.19 (0.04)
Constant 0.29 (0.01)
Hansen test statistic 20.43 (0.49)
AR (1) test statistic -2.05 (0.02)
AR (2) test statistic -1.14 (0.19)
Number of observations 117

Note: Numbers in parentheses are P-values. Log-transformed

variables are used.
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Table 2.1: Output Growth and Financial Development: GMM, 1980-2010

Dependent variable: Output growth

Equation (1)

Equation (2)

Private credit/ GDP 0.23 (0.01) 0.38 (0.01)
Stock market cap./ GDP 0.12 (0.001) 0.17 (0.02)
Degree of openness 0.30 (0.001) 0.37 (0.01)
Government size 0.31 (0.001) 0.42 (0.001)
Output growth (-1) 0.13 (0.001) 0.17 (0.001)
Private credit/ GDP * Stock market cap./ GDP 0.06 (0.01)
Constant 0.90 (0.001) 1.60 (0.001)
Hansen test statistic 19.43 (0.31) 25.04 (0.33)
AR (1) test statistic -2.05 (0.02) -2.07 (0.03)
AR (2) test statistic -1.37 (0.21) -1.10 (0.29)
Number of observations 137 137

Note: Numbers in parentheses are P-values. Log-transformed variables are used.
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