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ABSTRACT

After the Asian financial crisis in 1997, most ASEAN countries adopting some form
of depositor protection. Despite its increased favor among policy-makers, the cost-benefit of
deposit protection remains a matter of controversy among economists. Economic theory predicts
that excessive deposit protection is a source of moral hazard: as their ability to attract deposits no
longer reflects the risk of their investment portfolio and banks are encouraged to finance high-risk
projects.

This thesis aims to analyze Thailand’s Deposit Protection Act (B.E. 2551) and
investigate the determinants influencing the saving share of depositor. Primary data was collected
by survey with 400 representatives of Krungthai Bank customer. Using capital market theory, the
study hypothesizes that if the bank customers have strong knowledge and confidence on deposit
protection, then the saving share of their investment portfolio should be increased.

The main result shows that, after control for socio-economic background of the bank
customers, one unit increase in deposit protection index is associated with 8% increase of the
saving share. This result confirms the hypothesis and serves as a guideline for those seeking to
understand the relationship between saving share of depositor and deposit protection. Moreover,
the result can be used as a starting point to illuminate the debate on cost-benefit of the Deposit

Protection Act in context of Thai financial market.
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Dependent Variable: SAVING_INTENSITY

Method: Least Squares
Date: 02/13/13 Time: 19:54
Sample (adjusted): 1 399

Included observations: 227 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C 0.451698 0.092262 4.895807 0.0000
EDU -0.051277 0.019471 -2.633480 0.0091
INC 0.069395 0.019263 3.602575 0.0004
EXPO1 -0.012794 0.019949 -0.641346 0.5220
T_INV -0.044531 0.013951 -3.191977 0.0016
H_INV 0.025541 0.018776 1.360300 0.1751
RISK -0.040511 0.014812 -2.734934 0.0068
T_SAV 0.006280 0.012749 0.492575 0.6228
H_SAV 0.030260 0.015892 1.904063 0.0582
DEPOINDEX 0.080837 0.088517 0.913238 0.3621
R-squared 0.183296 Mean dependent var 0.512115
Adjusted R-squared 0.149423 S.D. dependent var 0.196475
S.E. of regression 0.181203 Akaike info criterion -0.535346
Sum squared resid 7.125081  Schwarz criterion -0.384467
Log likelihood 70.76179 Hannan-Quinn criter. -0.474464
F-statistic 5.411333 Durbin-Watson stat 1.588332

Prob(F-statistic) 0.000001
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Date: 02/13/13

Descriptive Statistics of X control (Part1)
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Time: 20:15

Sample: 1400
SAVING_INTE
EDU INC EXPO1 T_INV H_INV RISK T_SAV H_SAV NSITY

Mean 2.977500 2.442500 2.035000 2.043478 3.021645 1.978166 2.590000 2.705000 0.601125
Median 3.000000 2.000000 2.000000 2.000000 3.000000 2.000000 3.000000 3.000000 0.600000
Maximum 4.000000 4.000000 4.000000 4.000000 4.000000 4.000000 4.000000 4.000000 1.000000
Minimum 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 0.000000
Std. Dev. 0.916019 0.969041 1.167125 1.035537 0.788206 0.975334 1.229096 0.940844 0.267224
Skewness -0.797906 0.179133 0.623335 0.575202 -0.411811 0.697414 -0.074382 -0.105935 -0.102251
Kurtosis 2.954740 2.058660 1.842522 2.112378 2.608956 2.459504 1.409770 2.049222 2.275462
Jarque-Bera 42 47777 16.90793 48.23237 20.23331 8.000965 21.35122 42.51603 15.81446 9.446275
Probability 0.000000 0.000213 0.000000 0.000040 0.018307 0.000023 0.000000 0.000368 0.008887
Sum 1191.000 977.0000 814.0000 470.0000 698.0000 453.0000 1036.000 1082.000 240.4500
Sum Sq. Dev. 334.7975 374.6775 543.5100 245.5652 142.8918 216.8908 602.7600 353.1900 28.49199
Observations 400 400 400 230 231 229 400 400 400



Date: 02/13/13

Descriptive Statistics of X control (Part2)

Time: 20:17

Sample: 1400
SER11 SER12 SER13 SER14 SER15 SER17

Mean 4.125000 3.987500 3.842500 4.117500 4.070000 3.410000
Median 5.000000 4.000000 4.000000 4.000000 4.000000 3.000000
Maximum 5.000000 5.000000 5.000000 5.000000 5.000000 5.000000
Minimum 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000
Std. Dev. 1.130296 1.179331 1.125104 1.056639 1.026027 1.177015
Skewness -1.278896 -1.104879 -0.554640 -1.294733 -1.088079 -0.079199
Kurtosis 3.854731 3.369798 2.297521 4.095941 3.728945 2.062662
Jarque-Bera 121.2143 83.66304 28.73299 131.7737 87.78375 15.06155
Probability 0.000000 0.000000 0.000001 0.000000 0.000000 0.000536
Sum 1650.000 1595.000 1537.000 1647.000 1628.000 1364.000
Sum Sq. Dev. 509.7500 554.9375 505.0775 4454775 420.0400 552.7600
Observations 400 400 400 400 400 400
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Correlation of X control ( Part 1)
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SAVING_INTE
EDU INC EXPO1 T_INV H_INV RISK T_SAV H_SAV NSITY
EDU 1.000000 0.344153 0.396428 0.110378 0.232559 0.216011 0.081136 0.104005 -0.108087
INC 0.344153 1.000000 0.699292 0.231977 0.261104 0.258472 0.351556 0.324448 0.209172
EXPO1 0.396428 0.699292 1.000000 0.323815 0.395634 0.247411 0.435015 0.409587 0.097470
T_INV 0.110378 0.231977 0.323815 1.000000 0.188013 0.278987 0.431082 0.338083 -0.172625
H_INV 0.232559 0.261104 0.395634 0.188013 1.000000 0.479311 0.077313 0.146092 0.009058
RISK 0.216011 0.258472 0.247411 0.278987 0.479311 1.000000 0.113258 0.093309 -0.168116
T_SAV 0.081136 0.351556 0.435015 0.431082 0.077313 0.113258 1.000000 0.496926 0.068807
H_SAV 0.104005 0.324448 0.409587 0.338083 0.146092 0.093309 0.496926 1.000000 0.140217
SAVING_INTE
NSITY -0.108087 0.209172 0.097470 -0.172625 0.009058 -0.168116 0.068807 0.140217 1.000000



Correlation of X control (Part?2)

CONFIDENT KNOWLEDGE DEPOINDEX

CONFIDENT 1.000000 0.756105 0.940852
KNOWLEDGE 0.756105 1.000000 0.932777
DEPOINDEX 0.940852 0.932777 1.000000

Descriptive Statistics of deposit index

Date: 02/13/13

Time: 18:41

Sample: 1 400
DEPOINDEX

Mean 0.784875
Median 0.830000
Maximum 1.000000
Minimum 0.200000
Std. Dev. 0.174116
Skewness -1.210089
Kurtosis 4.119886
Jarque-Bera 118.5235
Probability 0.000000
Sum 313.9500
Sum Sq. Dev. 12.09619

Observations 400
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