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WANNAPORN ANANTAPONG : THE IMPACT OF ECONOMIC FACTORS ON
PROBABILITY OF DEBT CRISIS IN DEVELOPING COUNTRIES. THESIS
ADVISOR : CHAYODOM SABHASRI, PH.D. , 158 pp. ISBN : 974 — 17 — 5149 - 4.

Recently, many countries still face economic problem rooted back to the debt crisis of 1980s
and 1990s. In this study, firstly, we explain the occurrence of the debt crisis. Secondly, we try to analyse
external debt structures of suffered economies, i.e. Latin American and sub — Saharan African countries,
and compare with the case of Thailand. Furthermore, we try to determine the probability of debt crisis
that each developing country confronts by using the logit model. In addition to variables used in other
literatures, we include exchange rate volatility in our analysis. The annual data from 31 developing
countries are used in this study for the period of 1990 — 2001. We employ the factor analysis to

synthesis the raw data and reduce multicollinearity problem.

The study shows that the external factors are the main cause of 1980s and 1990s debt crisis.
From the comparison, we find that Thailand’s external debt structure coincides with those of the Latin

America countries. However, the external debt problem in Thailand is still unharmed.

By using the factor analysis, there are 6 proposed factors; sources of foreign currency, debt
service capacity, external debt pattern, liquidity, government policy and external factor. We categorize
developing countries into 3 groups, which are all developing countries, Latin American countries and
non-Latin American countries. Comparing with the case of all developing countries, when we divide
countries into 2 groups, Latin America and non-Latin America, we find that the result of the two - group
analysis is improved. The study reveals that factors influencing the probability of debt crisis in each group
are different. The significant variables are current account to GDP, capital inflow to debt service, debt
service ratio, per capita income, the ratio of short-term to long-term loan, debt outstanding to GNP, term of
trade, reserve to import, the grace period of rescheduling, govemnment deficit to GDP and inflation. The
three proposed models forecast the crisis with an accuracy of at least 75 percent. Thailand is predicted to
have low probability of debt crisis. Focusing on 1997 financial crisis, we find that the countries with high
risk of debt crisis historically experienced the repayment difficulty. Besides, the probability of debt crisis
for Thailand and other Asian nations has increased but at the unthreatening level. However, they should

keep a close watch on the problem mignt happened.
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