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This thesis explores problems in and guidelines for developing the Secondary Mortgage Corporation (SMC). lt is
divided into two sections. The first section is documentary research on concepts and past literature related to the administration of
housing development finance in both primary and secondary markets. The second section is field research to discover the causes
of underdevelopment of the secondary mortgage market and to find guidelines for its future development. In this section, data
were collected from interviews with six executives, selected according to their roles and responsibilities in terms of fransactions in
the secondary mortgage market. These included academics, SMC's executives, and financial institution executives. The collected
data were then categorized and analyzed.

Results indicated six problems with transactions in the secondary mortgage market: the market's non-performing loans
(NPL's) ratio, the SMC's purchase of only performing loans (PL's), the SMC's rate of retumn, financial institutions' liquidity, the
SMC's preparedness, and the govemment's policies. First, the secondary mortgage market was unwilling to sell its PL's to the
Secondary Mortgage Corporation because doing so would increase its NPL ratio. Second, a resuit of the SMC's purchase of only
PL's was that financial institutions in the primary market were reluctant to sell their credits to the SMC as this would affect their NPL
ratio and monthly incomes. Third, the SMC's rate of return was not high enough to attract financial institutions to sell their credit
portfolios. Fourth, financial institutions had sufficient funds available for credit sales as they couid pool investments at relatively
inexpensive costs. However, this ability was not put into use because of the second and third problems. Fifth, the SMC as well as
how to do business transactions with it were not well known to the public and financial institutions. Finally, Thailand's political
problems and frequent change of government led to discontinuity in the development of the SMC.

As for guidelines on the development of the SMC, the samples made the following suggestions. First, the SMC should
not purchase only PL’s. Second, the SMC should focus on doing business transactions with small- and medium-sized financial
institutions since these institutions need more liquidity than large financial institutions. Third, the SMC has to urgently seek an
organization leader to prepare its business and management systems for future transactions. Fourth, the SMC should establish
relationships with financial institutions, Fifth, the government should modify the laws which counter business transactions on a
market-oriented basis. Sixth, the SMC should pool funds by issuing bonds as this would reduce its costs and increase its ability to
compete in the market. Finally, the government should establish a housing loan corporation so the SMC can do business without

having to rely solely on financial institutions.





