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ABSTRACT TE145209

The purpose of this study was to examine factors affecting commercial banks’ credit for
small and medium enterprises (SMEs).

This study employed descriptive statistics and multiple regression in linear form for the
analysis by using quarterly data starting from January, 1999 to December, 2002. The explanatory
variables in the model included rcal GDP in the previous quarter (GDPH), minimum loan ratc
minus one percent in the previous quarter (MLR—I%H), excess reserve of commercial banks and
lagged dependent variable.

The empirical results indicated that the real GDP in the previous quarter had a
significantly negative impact on the commercial banks’ credit for the SMEs at the 90%
confidence level. As expected, the minimum loan rate minus one percent in the previous quarter
(MLR-1%,,) also had a significantly negative effect on the commercial banks’ credit for the
SMEs at the 90% confidence level, implying that the movement in the minimum loan rate minus
one percent in the previous quarter would lead the movement in the commercial banks’ credit for
the SMEs in the obposite direction. In addition, as expected, the excess reserve of commercial
banks had a significantly positive influence on the commercial banks’ credit for the SMEs at the
99% confidence level. That was, the movement in the excess reserve of commercial banks would
lead the movement in the commercial banks’ credit for the SMEs in the same direction.

Therefore, in the current situation with the high level of excess reserve of commercial
banks, it implied that the money-authority and policy-makers of commercial banks should

appropriately implement policies and measures to increase their credits for the SMEs.



