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Banking Industry Structure



Financial Innovation and the Decline 
of Traditional Banking

• Low-cost source of funds; checkable deposits, 
declined 

• Information technology has reduced need for 
banks to finance short-term credit needs 

• Information technology has lowered 
transaction costs for other financial 
institutions, increasing competition



Financial Innovation and the Decline 
of Traditional Banking

• Banks’ Responses

– Expand into new and riskier areas of lending

• Commercial real estate loans

• Corporate takeovers and leveraged buyouts

– Pursue off-balance-sheet activities

• Non-interest income



Are Bank Consolidation Good Things?

• Benefits

– Driving inefficient banks out of business

– Also, increased efficiency from economies of scale 
and scope

– Lower probability of bank failure from more 
diversified portfolios



Are Bank Consolidation Good Things?

• Costs

– Elimination of small banks may lead to less 
lending to small business

– Banks expanding into new areas may take 
increased risks and fail



Thailand Financial Industry

Additional lecture made for  EE432 Monetary Theory and Policy at Thammasat University
(This is not part of Cecchetti and Schoenholtz (2017) Money, Banking, and Financial Markets. McGraw-Hill  Textbook)





Performance of Thai Banking System in 2020Q2
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Performance of Thai Banking System in 2020Q2

• Stage 2: The special mentioned loans SM —30 days past due
• Stage 3: Non-performing loans (NPL—90 days past due)
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Performance of Thai Banking System in 2020Q2



FinTech

• FinTech describes the 
intersection between 
software and 
technology to deliver 
financial services. 

• May refer to technical 
innovation applied in a 
financial services
context.

FinTech

Payments

Investments

Advisory

Insurance

Big Data

Financing



Thailand FinTech Landscape
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End of lecture


