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Agricultural Sector
Table 1 : Farm Income from Major Crops,

Crop Production and Crop Prices

2006
2007

Total Q1 Q2 Q3 Q4

Farm Income 32.7 16.6 23.1 16.1 12.8 13.3

Crop Production 6.6 1.4 2.0 1.2 -2.0 3.0

Crop Prices 24.4 14.9 20.7 14.8 15.1 10.0

Δ%

Overall Development in 2007
According to the Office of the National

Economic and Social Development Board
(NESDB) report, agricultural production in
2007 expanded by 3.9 percent, decelerating from
4.4 percent in the previous year. This corresponded
to the slowdown in the agricultural production
index, which resulted from the decrease in maize
and oil palm production. Meanwhile, sugarcane and
cassava production rose in response to higher prices.

Production index for major crops increased
by 1.4 percent, though slowing down slightly from
last year. Sugarcane and cassava production
increased substantially owing to favorable climate
and a price surge in the preceding year, which
led to the expansion of the cultivation areas.
In contrast, maize production fell as farmers
reduced areas for maize cultivation and switched
to more profitable crops. Oil palm production also
declined from drought at the end of 2006.

Price index of major crops in  2007 rose by
14.9 percent, decelerating from last year's 24.4
percent partly due to the continuous price increase
earlier since 2006. The prices of cassava and maize
edged up significantly as the demand for
alternative energy increased.  The price of paddy
remained favorable, particularly the price of
glutinous paddy which increased in line with the
increased demand from China in preparation for
the 2008 Olympic Games.

Overall, the deceleration in production and
price of major crops resulted in the 16.6 percent
increase in farm income from major crops,
weakening from the preceding year's increase
of 32.7 percent.

Bank of Thailand    
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Table 4 : World Agriculture Prices
(Unit: US dollar/tonne )

2006
2007P/

Total

World Agricultural Price*
(1995=100) 97.4 105.2 101.7 103.6 102.8 112.7

16.6 8.0 6.2 0.9 4.0 22.0

304 332 319 323 331 357

5.5 9.5 8.8 7.1 5.9 16.3

10,238 10,096 9,877 10,031 10,031 10,446

-1.0 -1.4 -5.7 -4.2 -4.2 9.6

2,107 2,290 2,233 2,338 2,138 2,451

40.3 8.7 10.4 -4.8 -2.4 39.6

326 220 234 205 216 223

46.9 -32.7 -38.0 -44.2 -28.7 -13.2

222 303 249 287 329 349

-11.7 36.7 9.1 30.3 57.2 51.6

122 163 171 158 153 172

23.6 34.3 62.8 44.4 31.0 10.4

417 719 557 711 746 862

13.4 72.5 45.1 82.9 78.4 81.1

Δ%
Rice 5%

Δ%
Shrimp

Δ%
Rubber

Δ%
Sugar

Δ%
Cassava

Δ%
Maize

Δ%
Oil palm

Δ%

Note: * Only 12 commodities particularly important to the Thai economy are included, namely, rice, shrimp, rubber, sugar, maize, cassava,
coffee, soybean,  oil palm, tobacco, cotton, and sorghum
Δ% represents percentage change from the same period last year
P = Preliminary

Source: The world Agricultural Price Index is constructed from World Bank and IMF’s data, except cassava price is constructed from
The Thai Tapioca Trade Association’s data.

Q1 Q2 Q3 Q4

    Annual Economic Report 2007
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Business Sentiment Index (BSI)

Source :  Office of the Board of Investment

contracted continuously due to the sluggish real
estate sector and the effect of high base in the
preceding year.

The improvement in private investment in
the second half of the year, especially in the
machinery and equipment category, were attributed
to several favorable factors, including
1) accommodative monetary conditions with low
interest rates, 2) improvement in business
confidence as suggested by an upward trend in the
Business Sentiment Index (BSI) in the latter half of
the year, following a more stable political condition,
and 3) high level of capacity utilization rate in some
industries such as paper, chemical products,
petroleum products and cars.

Other investment indicators also exhibited
a decelerating trend. Capital investment of
newly-registered businesses and the profitability of
SET-listed firms slowed down from last year.
Similarly, foreign direct investment (FDI) shared
the declining trend from the previous year.
Commercial banks' credit to the manufacturing
sector also dropped from last year, but it started to
pick up towards the year-end. Nevertheless,
the number and value of investment projects which
received Promotion Certificates Issued by Board of
Investment (BOI) in 2007 increased from the
preceding year. This indicated the higher
investments in the next 1-2 years.

 Agriculture
 Mining ceramics and metals
 Light industry
 Metal machinery and equipment
 Electronics and electrical products
 Chemicals paper and plastic
 Services and infrastructure

Total

2007
Q1 Q2 Q3 Q4

BSI 44.2 43.4 43.5 42.1 42.9 45.0
Expected BSI 50.8 49.8 50.1 48.1 50.2 50.7
(3-month forward)

20072006

No. of Project Value (billion Baht)
2006 2007 2006 2007

161 172 32.1 44.8
23 41 44.2 34.0
92 95 9.4 18.2

238 252 51.6 72.9
208 247 78.0 106.8
129 134 150.5 76.7
295 297 69.2 136.1

1,146 1,238 435.0 489.5

Table 17 : Investment Promotion Certificates Issued

Bank of Thailand    
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* Specialized Financial Institutions consist of The Bank for Agriculture and Agricultural Cooperatives, The Export-Import Bank of Thailand,
The Government Saving Bank, The Government Housing Bank, The Small and Medium Enterprise Development Bank of Thailand,
The Islamic Bank of   Thailand, The Secondary Mortgage Corporation, The Small Industry Credit Guarantee Corporation,

5. Financial Institutions Supervision

5.1 Financial Institutions Supervision
Policy

The Bank of Thailand (BOT) has the
responsibility to supervise the financial institutions
(FIs) based on Risk-based philosophy. The BOT
assesses the quality of FIs' risk management and
corporate governance practice by conducting
on-site examinations and closely monitoring and
analysing FIs' financial conditions and performance
to be able to provide prompt corrective actions
whenever there is a sign indicating potential
problems in any financial institutions.

The BOT's supervision policy is to
conduct on-site examinations at least once a year
on commercial banks, retail banks, foreign bank
branches, finance companies, credit foncier
companies, Specialized Financial Institutions*, Thai
asset management companies, and National Credit
Bureau Co., Ltd . With the exception of  the
foreign bank branches that have overall composite
rating of 1 or 2, the on-site examinations will
be conducted once in every other year. For asset
management companies and Non-banks that
operate credit cards or personal loans will be
conducted by the BOT's on-site examination at least
once in every three years.

In order to enhanced the
communication with FIs, the BOT 's senior
managements will meet with FIs' board of directors
or senior management, internal audits and external
audits routinely, to present overall examination
result to FIs and also to share knowledge with FIs'
officers in order to make closely relationship.

5.2 Financial Institutions On-site
Examination

5.2.1 The on-site examination of
financial conditions, performance and risk
management

The BOT conduct examination by
assessing FI's financial conditions and performance,
profitability, adequacy of capital and reserve and
risk management for FIs - i.e. Thai commercial
banks, in which, including the indirect supervisory
agency to the Thai commercial bank's subsidiary
companies, retail banks, foreign bank branches, and
subsidiaries . The BOT emphasize assessment risk
management in five areas - i.e. Strategic Risk, Credit
Risk, Market Risk, Liquidity Risk, and Operational
Risk - and compliance with law and the BOT's
regulations. Simultaneously, the examinations are
focused on the assessment of  corporate governance
practices and compliance with the BOT's order.
In case of finance companies and credit foncier
companies, the examinations are to assess their
financial conditions and capital adequacy in order
to ensure their stability.

Specialized Financial Institutions
examination, delegated from the Ministry of
Finance, focuses on assessing financial conditions,
performance and risk management. The results
of examination and remedial measures must be
proposed to the Ministry of Finance to take
appropriate actions as needed.   In addition,
the examination of Asset Management Companies
emphasizes on management of acquiring or

    Annual Economic Report 2007



transferring assets while the examination of
non-banks is to ensure the compliance with the
BOT's regulations in order to protect consumers'
interests and preventing unfair lending practices
that will put customers at a disadvantage.
For non-banks operating without licenses, the BOT
will closely monitor and take legal actions.

5.2.2 The assessment on the readiness
for the implementation of New Basel Capital
Accord (Basel II)

The BOT has examined all commercial
banks and foreign bank branches to assess the
readiness for the implementation of the Basel II by
all they must calculate capital fund according to
Basel ll in parallel with the current guidelines
(Basel l) by the end of 2007 before the maintaining
capital accord to Basel ll Guideline at the end of
2008. As results, it indicated that most commercial
banks and foreign bank branches comply with the
minimum standard of Basel II Supervisory
Guideline and ready to calculate the capital fund
as they submitted to use the chosen approach for
Capital Maintenance. In case of the commercial
banks and foreign bank branches that did not
comply with the Basel II Supervisory Guideline, the
BOT has informed the commercial banks to
improve their operations in according with the
guidelines. However, some commercial banks and
foreign bank branches submitted final application
by choosing the less complex approach for Capital
Maintenance.

5.2.3 The examination and validation
of risk management model

The BOT has examined Thai
commercial bank which requested for permission

to apply the internal model approach for option by
using contingent loss method for market risk
capital calculation. Moreover, the BOT had
developed the macro stress testing model to assess
effect to financial system from risk factors, for
instance, the economic conditions and subprime
mortgage loan problem in the United States of
America. Additionally , the BOT also encourages
Thai commercial banks to conduct stress test on
credit ,market and liquidity risk exposures.

In conclusion, 57 financial institutions
have been examined during this year, (table 1).
The examination results indicated that most
financial institutions' composite ratings were
satisfactory and be able to earn profits. However,
in case of loss, main factor is to set up reserve and
provision to comply with International
Accounting Standard 39 (IAS 39). Every FI reserved
provisions for classified assets at the level higher
than the regulatory requirement. Nevertheless,
non-performing loans were concerned issues for
financial institutions to resolve. For asset
management companies, most of them were able
to reduce non-performing loans, as targeted, by debt
restructuring.

In the case of financial institutions that
the ratings were lower than satisfactory,
the BOT has ordered the financial institutions
to improve their financial conditions, performance
and risk management system. The BOT has also
ordered financial institutions to increase its capital
to cover risk exposures and report to the BOT
the result of the corrective action within the time
frame. Besides, the BOT has examined the
subsidiary companies of financial institutions and
ordered some of those to correct their problems to
ensure the financial stability of the financial
institutions.

Bank of Thailand    
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5.5.1 Examiners Development

The BOT continuously has developed
the examiners through the School for Examiners,
provides training for examiners to have sufficient
knowledge and readiness to perform supervisory
tasks according to the policy and in the
standardized practice.  In addition, the BOT
examiners and management participated in
overseas trainings and seminars. Several in-house
seminars, lectures and workshops on new
knowledge are also held to broaden the examiners'
skills and knowledge in order to match the
international standard.  The guest speakers, both
domestic professionals and international technical
assistant from other countries' regulatory agencies,
are invited for those training programs.

5.5.2 Super vision Development
regarding International Standard

In 2007, the BOT had been assessed by
World Bank and International Monetary Fund in

the Financial Sector Assessment Program (FSAP).
The result of the  assessment  indicated that the
BOT's banking supervision reflects an overall high
degree of compliance with international standards.
The issues on the existing laws recommended by the
assessment team had been solved by the
legislation of the New FI Business Act that
effective in 2008. Nevertheless, the BOT
consistently has developed the examination
manuals for examiners to comply with Basel II
that effective at the end of 2008 and consolidated
supervision that effective by the New FI Business
Act in 2008.

5.5.3 Development of the Examination
Management System

The BOT has developed the supervision
support systems and the examination management
systems by using information technolog y to
enhance the efficiency of super vision and
examination procedures.

BOT's participation in International Organizations
1. Association of Southeast Asian Nations (ASEAN)

The Association of Southeast Asian Nations
or ASEAN was established on 8 August 1967 and
has 10 member countries at present. ASEAN's key
objectives are (1) to accelerate economic growth,
social progress and cultural development, and (2)
to promote peace and stability in the region.

In 2007, the Thai Ministry of Finance and
the Bank of Thailand, as this year's chairs,  hosted
the 11th ASEAN Finance Ministers' Meeting

(AFMM) and other related meetings during 1-5
April 2007 in Chiang Mai.  This year's AFMM was
the first meeting in which the troika of ASEAN
Central Bank Governors2/  participated alongside
ASEAN Finance Ministers to provide views on the
issues under the purview of the central banks.

The AFMM discussed many important
cooperation issues, including the ASEAN
Economic Community Blueprint (AEC Blueprint)

2/  The troika of ASEAN Central Bank Governors in 2007 comprised Governor of the National Bank of Cambodia, Governor of the Bank
of Thailand, and  Deputy Governor of the State Bank of Vietnam, representing past, present, and future chairs of the ASEAN Central Bank
Governors' Meeting (ACGM).
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This year, the BOT has developed the
Banknote Management Information System
(BMIS), which are the enhancement of Banknote
Management System (BMS) and Banknote
Ordering System (BOS), by defining appropriate
confines and the project will be continued
through 2008.

The Central Settlement System (CSS)
Enhancement project was completed and will be
deployed in the first quarter of 2008. As the same
as the System for Managing Automated Retail
Funds Transfer (SMART) in Sending Bank section

that are preparing for the relocation of system from
BOT to the National Interbank Transaction
Management and Exchange or NITMX which has
already done in this year.

In addition, due to the BAHTNET
Enhancement and the integration with the
Thailand Securities Depository (TSD), the
BAHTNET pricing improvement project has
occurred to support new types of BAHTNET
members' fee and additional pricing policy
improvements.

Program 4 & 5 : Financial Excellence and Human Resource Excellence

These programs aim to improve the
efficiency of the BOT's administration, financing,
accounting, budgeting, inventory management,
human resource management, and banknote
production processes.

In 2007, most of the projects focus on the
efficiency improvement by providing the ERP
Website as the centralized portal for ERP system
usage, Electrical ERP Learning Media as well as
the Financial Information System as the supervision
and policy-making tool for the executives in
the BOT. Many workflows and Web-applications
have been developed to automate and improve
HR-related processes such as the Employee's
Benefits Workflow, the Reimbursement System
and E-Approval System.

Moreover, the E-planning and budgeting
project is a workflow automation system for
the BOT 's planning and budgeting process,
which will help in BOT's budget management and
monitoring. Besides, the Electronic General Service
project was also developed to improve the efficiency
of the General Administration within BOT as well
as the Warehouse Management System which is an
additional efficiency improvement especially the
inventory and stock counting; the system also helps
ensuring asset management in the strong room.

As an important HR-related project, the
Teleworking@BOT project has been initiated to
provide a pilot Tele-working infrastructure in
order to explore and enhance Tele-working
functionalities for better suit the BOT in the future.

Program 6 : IT Service Excellence

This program focuses on encouraging
information technology as a choice of working
process improvement as well as supporting
information technolog y security prevention
in the BOT.

In 2007, the BOT had improved the
infrastructure and supported the appropriate usage
of Information Technolog y by increasing the
capabilities of computer devices, communication
system and security system.

    Annual Economic Report 2007
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banks of the neighboring countries and the other
divisions of the Bank of Thailand (BOT) such as
the Monetary Policy Group and Financial Market
Operation Group were performed. The following
is the details of each project.

(1) The MOU Project
A number of projects aimed at

extending cooperation between the Bank of
Thailand (BOT) and the Bank of Lao (BOL) were
performed as follows:

- Providing study visit for the
BOL officers at the Stock Exchange of Thailand
and the Securities and Exchange Commission

- Conducting research project
between the BOT and the BOL on the title of "The
Potential of Trade, Payment, and Doing Business
in 8 Thai-Lao Border Trading Points"

- Providing study visits for the
BOL officers in 3 different training courses as well
as sending the BOT officers to attend 2 training
courses in Loas.

- Providing two presentations
for BOL officers on the topic of "Hire Purchase
and Leasing" by the experts from the Thanachart
Bank and on the topic of "Credit Marketing
Human Resource" by the experts from the Small
and Medium Enterprise Development Bank
of Thailand

- Evaluating the progression of
the cooperative project between the Siam
Commercial Bank and Lao Development Bank in
promoting the exchange transactions of Kip-Baht
currency at Chong Meg-Wang Tao permanent
check point.

(2) Providing study visit for the
National Bank of Cambodia (NBC) at the
Northeastern Region Office

(3) Conducting the study on the
title of "The Economic Linkage Path between
Thailand-Laos-Vietnam on the Route Number 9"

(4) Conducting the study on the title
of "Economic conditions on Thai-Cambodia Bor-
der-trade Area"

(5) Providing training programs and
seminars for the officers of the State Bank of
Vietnam (SBV) in accordance with the MOU
project in Hanoi and Ho Chi Minh City, Vietnam.

(6) Participating in sport games to
foster relationship between the BOT and BOL
officers which was held at Laos.

1.3 Research Projects
The following research projects were

conducted in 2007:
(1) Access to Financial sources of

Small and Medium Enterprise;
(2) An impact of Gasohol

Consumption on Agricultural Sectors and Thai's
Trade Balance

(3) Behaviour of Saving, Debt, and
Access to Financial Service of Household

1.4 Other Businesses
(1) Economic news releases and

press conference.
(2) Special academic seminar on the

special occasion such as the 39th anniversary of the
NEO was held aimed to exchange information,
share knowledge among participants.

(3) Collaboration with the
Operation Division on the project of  "The BOT
Economic Knowledge Quizzes" for secondary
school students in the Northeastern Region.

(4) Cooperation with other
Divisions of the BOT and other organizations on
the meeting, seminar, and presentation by the
experts of BOT.

Bank of Thailand    
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Southern Region Office

3) The exhibition in Celebrations
on the Auspicious Occasion of His Majesty
the King's 80th Birthday Anniversary, 5th

December, 2007

4) The exhibition entitled "Bank of
Thailand's Roles and Circulation of Banknotes”

The Bank of Thailand, Southern Region Of-
fice undertakes the following: banking business fa-
cility, financial business investigation and
economic research.  The functional performances
in 2007 are summarized as follows:

1. Banking Business Facilities
1.1 Fund Deposit and Fund

Withdrawal

In 2007, fund deposited to current
accounts increased from the previous year by 11.1
percent to B66,239.6 million.  At the same time,
funds withdrew from the current accounts also
increased by 16.5 percent to B66,820.5 million.

1.2 Cheque Clearing

In 2007, total volume of provincial
cheques processed by 18 clearinghouses in
southern region were 4.1 million issues, dropped
from 2006 by 5.4 percent while those value were
B653,017.9 million, increased by 0.7 percent.
Similarly, provincial returned cheques were 92,368
issues , a decrease of  13.5 percent whereas  totaled
value were B10,098.4 million, an increase of 13.4
percent. The ratios of returned cheques to processed
cheques were 1.6 percent by volume and to 0.7
percent by value.

1.3 Pr i ori t y  E cono m i c  S e c tor s
Financial Assistance

In 2007, Southern Region Office
provided financial assistance B61,505.6 million.
The details are as follows : lending to SMEs  through
financial institutions totaling B5,677.5 million

decreased from the previous year by 19.9 percent,
to alleviate the financial burden of the
entrepreneurs affected by tidy waves in the six
southern provinces B13,505.3 million, lending to
the entrepreneurs affected by the violence in the
three southern border provinces B32,439.6
million , lending to entrepreneurs in Songkhla and
Satun provinces affected by the ongoing violence
of the three southern border provinces  B9,854.4
million  and lending to entrepreneurs affected by
appreciation of the Thai baht B19.8 million. The
total credit outstanding by the end of 2007 was
B14,788.6  million. The amount to the three
southern border provinces B7,565 million and tidy
waves in the six southern provinces B4,565.4
million, significantly.

1.4 Government Bond Agent

At the end of 2007, the number of
privileged bondholders totaled 15,985 amounting
to B18,958.2 million. The amount of interest
payment of Government Bonds totaled B810.4
million were paid to 26,164 bondholders while
bond redemption totaled B2,095.3 million to
2,140 bondholders.

2. Financial business investigation
2.1 Monitoring  and An a l y z ing

Financial  Business

The main function is to monitor,
survey, and investigate non-bank financial
businesses in the southern region, and also to
develop data base for supervision.

    Annual Economic Report 2007
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