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Overview of the financial systems

A financial system is a set of institutions, such as
- Banks
- |Insurance companies
- Stock exchanges

To permit the exchange of funds. ... lenders, investors and
Borrowers exchange current funds to finance projects, either
for consumption or productive investments, and to pursue a
return on their financial assets.



Financial systems

- A 'financial systems' is a
system that allows the
exchange of funds between
lenders, investors, and
borrowers.

- A Financial systems operate
at national and global levels. 2
They consist of complex,
services, markets, anc
Institutions




Financial systems (Count)

- Money, credit, and finance are used as medium of exchange in financial systems.
They serve as a medium of known value for which goods and services can be
exchanged as an alternative to bartering. - A modern financial system may
include banks (public sector or private sector), financial markets, financial
instruments, and financial services.

- Financial systems allow funds to be allocated, invested, or moved between
economic sectors. They enable individuals and companies to share the associated

risks.



FZUUNMMIIGH (Financial System)

® The financial system is a system of capital movement. To move
from those with excess capital to those who are needy and need
capital

® It is a system that facilitates the transfer or transfer of financial assets
from one economic unit to another and such financial assets may be 1ssued
by business units, financial institutions or the government. This is the
allocation of funds from the surplus economic units to the deficit

economic units.



FZUUNMMIIGH (Financial System)
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FZUUNMMIIGH (Financial System)

The benefits of the financial system to the economy:

2 It brings benefits to savers in the form of interest and dividends.

-2 1t brings benefits both domestic and foreign investors. Make it easy
and convenient to use money for investment.

-2 1t brings benefit to consumers. Because the money market will play
an indirect role due to various financial institutions will lend more credit.
Consumers who borrow money to spend will have a better standard of
living.



FZUUNMMIIGH (Financial System)
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FZUUNMMIIGH (Financial System)

2 1t brings benefit to the accumulation of national capital since the

money system acts to allocate capital from those with excess capital
to business units that need capital, but are in short supply, enabling
business units that are short of money to invest in projects that need

it. As a result, the level of real investment 1s high.



FZUUNMMIIGH (Financial System)
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Structure of
the Financial
System
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Structure of the Financial System

— If some economic units are in surplus which has more income

than expenditure cause savings to occur.

9 We call this economic unit that the Savers or lenders. Savers

act as a source of funds for borrowers, whereby the saver 1s

promised a return of that amount or increased returns.
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Structure of the Financial System

9 If some economic units are 1n deficit which has more

expenditure than income making it necessary to borrow.

— This economic unit is called Borrowers or Spenders. Borrowers
are people who need money for purchases or investments. It
promises repayment on the expectation that the borrower will

receive additional income in the future.
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Structure of the Financial System

®To promise of repayment we may call it The financial liabilities
of the borrower, but are considered the source of the borrower's
capital. Liabilities are therefore regarded as claims for future

income of the borrower to the lender.

®On the side of the saver or lender. The promise of future refunds
1s Financial assets and the lender has the right to claim future

income from the borrower.
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Structure of the Financial System

— The structure of the financial system 1s a system that involves many economic
units such as the public sector, business sector, and government agencies.

— The government must manage the structure of the financial system to be effective
which consists of:

Y Y Y YA
1. ANABINT INNEU (savers)
Y9y YA
2. AABINITNYY (borrowers)
3. Q51815 NNNITIY (financial assets)
4. ANANNNNITINY (financial markets)
5. @01UUNTNAU I UARANY (financial intermediaries)
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Structure of the Financial System

— There are two types of capital flows or loans,
1. directly
2. indirectly:

The flow of funds or loans 1s mainly done between the surplus

economic units and the deficit economic units. In the event that 1t

1s not through a financial institution We call 1t direct finance.
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Structure of the Financial System

— Direct capital flows can be made through the following:
1. Bond market or Debt Market

2.  Equity market or Equity Market

3. Dernvatives market or Derivative Market

4.  Foreign Exchange Market
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Structure of the Financial System

— But in the case, where the loan process 1s done through an

institution that acts as a financial intermediary. We call this 1s an

indirect finance.
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Direct financing

* Borrowers borrow directly from
lenders in financial markets by
selling financial instruments which
are claims on the borrower’s future
INnCome or assets

e Securities are assets

* They are liabilities for the individual
or firm.

Indirect financing

® Borrowers borrow indirectly
from lenders via financial
intermediaries by issuing financial

iInstruments which are claims on

the borrower’s future income or
assets



Scope of the financial
system.




The scope of the financial system can be broadly

divided into two categories:
1. Unorganized financial market

2. Organised financial market
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1. Unorganised financial market:

9 It 1s a source of financial contact that occurs without the

oversight of the authorities.

—2 To occur spontaneously according to the necessity of

each local environment or economic condition
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2. Organised financial market:

9 It is a source of financial contact through intermediary institutions
which acts to raise savings from saver by issuing various financial assets with

attractive returns.

9 Financial institutions or funding sources allocate the collected savings
to investors who want to spend money in the form of various types of loans.

eThe financial institution will receive returns from the granting of credit
in the form of interest and service fees.

9 Business operations must be within the scope of the law and institutes
with regulatory duties.



2. AAAMSUIUTZ U (organised financial market)
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Roles and functions of the
financial system






The financial system has a wide range of functions, which may be classified into 7
important functions as follows :

1. Saving function

2. liquidity function

3. Wealth function

4. Payment function

S. Credit function

6. Risk protective function

7. Policy function
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M5UsINUAIAA (credit function)

MSIEHOFOINGIHUSHI5A NG (risk protective function)
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www.reallygreatsite.com

1. Saving function

How To Save Money?

Saving 1s accumulating to
accrue for the benefit of
spending when necessary in the
future, saving money 1s
accumulating the money
resulting from net residual
income after spending to

multiply.
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nwsaumss:=aunu
crowdfunding

2. Liquidity function
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sources

— The expansion of funding
sources and more options of
procurement costs and
finance costs are likely to
decrease.
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crowdfunding
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FINANCIAL

3. Wealth function

9 Savings and investments

through the financial system provide

. | opportunities for returns which is
-~ considered to maintain wealth or the

' value of the savings to be maintained

does not depreciate according to the

inflation rate

http://www.asco.or.th/uploads/upfiles/files/iba_knowledge ed1.pdf
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4. Payment function

Serves to collect funds in the form
of deposits from those who have
excess capital who want to save
and then pass on the collected

3§n158, a1 AN UM funds to those who lack funds.

Such as : To use credit card payment

(Payment Info)

services which is to reserve payment for
il 2oods or services instead.

https://www.thaieasyelec.com/article/
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5. Credit function

Borrowing is an important method of
mobilizing funds from external sources,
where the borrower requests the use of
wicaidiadedy funds from the borrower by promising
that the money will be returned in full
and on time along with returns in the
form of high interest rates, an incentive

Thickness of Credit with tO bOl‘l‘OW.

Good Payment

Recent Credit

oUW oLlotuLdasussLnnaut

Juoulrudnidus:3anisyisssund

9 The better credit the borrower has,
the greater the chances of raising funds

from the loan.

Available Credit

AUENI(s:0:10a7) DV aULBDAD

Enquiry Activity
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https://www.peerpower.co.th/blog/investor/credit-scoring-lending/
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6. Risk protective function

Entering into a transaction to receive
?SU%"@ funds to compensate for some or all of

-

nn1su“ the damage. But with the condition that
" the person receiving the compensation

~—

‘. ﬁﬁnay@aggg"

has actually caused damage.

: mise
HUTULHQ it

Such as : Taking out insurance with a
life insurance company. Because paying
insurance premiums can be considered

an investment in an insurance policy.
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7. Policy function

The monetary system is a channel used by the
government to carry out economic policies to achieve

important goals.

9 The government can manage interest rates and credit

volume through the financial system.
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Policy function

9 In the financial system there are important economic variables such as

interest rates, stock price exchange rate.

9 Demand change supply of funds financial assets affecting the important

variables in
financial market

9 Changes in key variables in financial markets Affects economic target

variables such as investment, GDP, inflation rate, unemployment, etc.




9 Government oversight and apply policies related to financial markets to affect that
variable important in the financial market so that the economic target variables are in the

desired direction
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Financial System Analysis

2. amwaaes (LIQquIdIty)

B

1. msnszaeanu
GO (risk
sharing)

(\ 3. Glhammazsﬂjmga

O (Information)

(il
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Financial System Analysis

?a
1k

Q09NDD

@

1. Diversification:

(reduce risk)

Question: If you want to invest
but you are not sure whether
you should invest all your
savings or not? What made
you hesitate?

Risk : It is the probability that
the values and returns of a
financial asset will change
from your expectations.



Financial System Analysis

1. Diversification:
(reduce risk)

The financial system can help diversify

the risk of savers and borrowers in the
@ following ways:

- Allows savers and borrowers to hold

multiple assets and financial liabilities

at the same time (portfolio of assets).

For example, you may deposit money

at a bank. hold government bonds and

buy shares on the stock market during
the same period
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Financial System Analysis

Liquidity: is the ability of assets to be
converted into money that can be exchanged
for goods and services. Savers view liquidity
as the benefit of a financial asset.

Assets are easy to convert into
other assets and the risk of loss is

minimal.

For example, you hold shares in a company.
(Debentures or equity shares) will have higher

' r> liquidity than holding machinery in the factory.

/

Debentures “Aududasaniw
equity shares diuwasudsnanddn Aaviunu Kuandsy
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Convertible

debenture
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https://dict.longdo.com/search/Convertible debenture

Financial System Analysis

The liquidity of assets
IS beneficial for the
economic unit to be
able to adapt to new
Investment
opportunities and

\ unexpected events..

H

Financial assets in
the economy are
stocks, debentures, \
savings accounts.
These are naturally
more liquid than cars,

machines, and land. /
| Facilitating liquid

, trading for financial

assets
Q09NMD9



Financial System Analysis

3. News and Information : are borrower
facts and forecasts of returns on
financial assets.

Financial System -

1. Acts as a gathering of such information
Including personal history of the borrower and
the nature of the investment that the borrower
IS Interested in

2. If the lack of a financial system gathering news
can be difficult and may incur transaction costs.

O PPORTUNITIES

Incur = encounter

009NHD


https://dict.longdo.com/search/encounter

Financial System Analysis

\
)

Asymmetric information aanals

ANNINSVINVONA

- when borrowers provide lenders with
Incomplete personal and investment
Information and take advantage of
not providing such information.

- For example, applying for a loan for
education with Suan Sunandha
Rajabhat University, but actually you O SR
plan to use this money to pay off the
phone.

-
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Financial System Analysis

Financial System
—2>Facilitate news about -
returns on various types of [_
financial assets.
- In order to enable savers | |
and borrowers to make
effective trading decisions OPPORTUNITIES
for those assets.
Good news may be seen in the
return and price of the asset.

-
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AVAVA

Financial Instrument \

Financial Instrument is...

Any contract that creates a financial asset. This may create an obligation for either party. and the

benefit of the other party.

By the definition of "International Accounting Standards" (IAS) states that the parties that have
an interest in the contract It could be a person or a business.—> Entitlements and benefits such as:

1. Right to receive interest payments.

2. Ownership rights in the company.

3. Obligations that require specific payments.

151 A "bond" that obliges the government to pay periodic interest to the buyer of the bond. A bond 1s a

type of financial instrument that gives the buyer the right to receive interest..
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Financial Instrument
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Financial Instrument

Financial Assets
- Convertible. .. ausandasdanin *

(that can be changed to a M 7
different form or use) 0
* |tis easier to sell, exchange

for cash than other assets.
 The holder of a financial asset

may sell the asset to convert it
INto money for use.
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Financial Instrument

Financial Assets

> purchasing power...vih Tgus *
AsTudunsnegisnensuiade M 7
and maintain wealth for the o T

owner Tangible assets, such as

land, but may not be sold for a
short period of time.
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Ruiiain U Ta=y

> vin iguensdudunsneiisnmn
gaunada (purchasing power) was
SAYIAMNIIAY (Wealth) TﬁLLﬂLawmaq
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Type of Financial Instrument



Type of Financial Instrument

\ 4

< y
<<:\\\\ BISIEANTN
(equity) 02

M99

01

(Bond)
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1.Type of Financial Instrument
Bond asasui



Financial Instrument

1. Bond sisnanawil

1. It is a financial asset that specifies the *
holder as a creditor of the issuer.

2. Holders are entitled to receive returns
IN th_e form of _mterest Or coupons over Q
the life of the instrument.

3. The holder will receive the principal
when the instrument matures to redeem
the debt instrument.

- Divided into two groups:

AVAVA

v
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Financial Instrument

1. Bond ©151@15%4dl

1. Wudunsngnanmstuiszuliifod *
sausulnniiyagioonssans &
2. iidofdnsiiaz ledsunamnau il

Yy QE
noniiunsontoinannoyvoIRTIANT
3. nazas lasuRuduiionsansasy
Aualaduns1ansiil

2 uuseaniilu 2 nan A
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Financial Instrument-Bond

1. Bond : Divided into two groups:

1. Negotiable Bond *
- It is a Bond that the owner can transfer
ownership to others. The transfer usually \ 4
takes place by trading the instrument in
the secondary market. &
—> such as debentures TA 087A of Telecom

Asia Public Company Limited, which
trades interchangeably in the Thai Bond
Dealing Center
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Financial Instrument-Bond

1. ss1asuit (Bond):

H 2 nau *

1. psnansiianunsaiasuiiole (negotiable debt i
Instruments) v

> Wuasasnilidiuiivssanunsalounssudns Q
Tu T ulst TosmslowsiniAnduannasdonnsns

asiulunannsos 1w “nNaw TA 087A wa3uidn
JAADNLDLDTY NAR (NADL) NYinATDouuLUas L
foruld luguddorunsianavil e
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Financial Instrument-Bond

2. Non-negotiable Bond

- It Is a non-transferable Bond. *
Because It has stated directly or M
iIndirectly that the instrument is not 8
allowed to be transferred by the

~wner of the instrument to others,
such as bank deposits in savings
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N3 NF NSNS INU

1. msanswil (Bond): *
H 2 nau

2. a5anai danunsawasudalst (non-negotiable W
debt instruments)

> Wunsasnilil lausalounssuans e iosannls S‘J
saylimsanslaunsanselassonin ki [Widvadounsians

TuTedu wu SurhnsuiasiudyBoounsne Wusu
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Financial Instrument-Bond
divided by issuer

1.Government Bond &1
ANTUTNANASE

2.Corporate Bond 50
ansvilionou wio vud

v
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1. are 1ssued by the Ministry
of Finance to borrow money from the public, brought
to economic and social development offset the budget
deficit or public debt restructuring, etc.

2. > are 1ssued by state
enterprise agencies. And 1s guaranteed by the
Ministry of Finance to invest in the development of

various utilities.
(T X BRI

o)

M
'm

@



1. Financial Instrument - Government Bond

3. "Saving Bonds™ issued by the Ministry of Finance Bank of

Thailand or government agencies As an alternative to savings and *
investments, for example, in 2020, the Ministry of Finance has
AVAVA

issued special savings bonds in the “Moving Together” and “We v

Don't Leave Each Other” editions, etc. J
4

A "Bank of Thailand Bonds (BOT)" BOT issued to use money
to maintain liquidity in the economy at an appropriate level.
5. “Treasury bills” 1ssued by the Ministry of Finance, but it will

be a short-term bond with a maturity of no more than 1 year.
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2.Type of Financial Instrument

Equity Instruments
Plala1anu
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1. Common Stock- #umiiay

1. Common stock Is considered true equity.

-2 Investors in this type of stock will have the right to

control the operations of the business.

- If the business is successful in operating. The return
that the shareholders will receive will be high as well.

— Ordinary shareholders also have to take full risks in the

operation of the business as well. If the company loses
Ordinary shareholders must also bear part of that loss.



1. Common Stock- #umiiay
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Common Stock- duaiiay

Ordinary shareholders will have the rights under the Civil and
Commercial Code as follows:

1. To have the right to vote at the shareholders' meeting to
make decisions on matters such as the appointment of
executives, dividend decision and the appointment of an

auditor, etc.
2. To receive profit sharing in the form of dividends

3. To receive a share of the property upon sale
4. To receive information and news about the business

operations of the company.




Common Stock- duaiiay

QU

Aa A 1 A d o cil
Ejﬂ@ﬁl&ﬁ? 3'Rb ﬁ‘lfl‘.ﬁﬁ13J‘]J'§$3J’Jﬁﬂ{,]ﬂiJ"lEJ!LWQLLﬁ%WWﬂH)’EJﬂTI’iH@ NU

1 A A A = ~ YA 9 v A A 1 1 1 g}J
. 3Jﬁ‘ﬂ‘ﬁ@@ﬂlﬁﬂﬁiuﬂﬂigﬂjll@ﬂ@ﬁﬂiﬂﬂ?ﬁ@]ﬂZ‘Tuelfﬂ!ﬁ@\‘lﬁ'I\‘I KU DITLUANAN

9J A

v A A a I v A Y
AuIms madaaulaiFesluiiuma uagmsuasnifaouiymiuau
lasuaauuiam s lusdvesSuiluwa

1 Y] A . o 1
lasvaruuualunsndauiiolnissvivie
'Jl 9

FUUDYAVIAITAN ¢ NPINUMIAUUUTINIVDIUTEN

2.
3.
4



2. Preferred stock- #uyzuans

Q

Semi-debt and semi-equity instrument.

To have dividend payment It is also included
In the owner's equity.

Long term investment, like debenture stock.
In case of dissolution Although preferred
shareholders have the right to claim assets
before ordinary shares.



2. Preferred stock- #uysuans

Q

* Preferred shareholders will be able to claim
the company for payment. The maximum
payback is equal to the par value of Preferred
shares.

 |f after paying the debt there are no assets left
Both preferred shares and ordinary shares
must be parted that the loss.



2. Preferred stock- #uyzuans
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3. warrant - lussanansans

- Itis an instrument that gives the holder the right to

purchase the underlying asset, according to the exercise

orice (usually used as a ratio) and within a

oredetermined period. If the listed company is the issuer
of its own underlying asset, it is called Warrant

- For example, the warrants of DCON Products Public
Company Limited, Existing Ordinary Shareholders,
Generation 2, name is DCON-W?2, has an exercise price
of 0.481 baht and an exercise ratio of 1: 1.04 and an
expiration date of 28 January 2017
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3.Type of Financial Instrument

¢

Derivatives: anmsoyius



Derivatives
Derivatives : asnansouniug

-1t is a financial instrument whose contract *
value depends on the value of other financial
Instruments or other assets used for \ 4
reference (underlying asset) and it is also an
effective tool for hedging (risk), divided into: g
1. Forward contracts
2. Future contracts
3. Swaps
4. Options
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Derivatives
Derivatives : asnansouniug

> Hunsasmensiuiygarvasdayan
FJuatiuyamvoinsansmsiulsanndunso
AunsnegBud l9579849 (underlying asset) uaz
Faduimsosionfiuszansnnlunistlossuana
dogutsoanidu;

1. yaundornvarntiuuunasiise
(Forward contracts)

2. Asyaundovnuarmitinuuuinaas(Future
contracts)

3. deyeundownuarwmtinuuanal (Swaps)

4. rysuneauwu (Options)
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Derivatives
5. Futures and Forward Contracts:

- Futures contract [Bllit is a
standardized contract. There is a certain *
form of contract in terms of the type and -
guality of the underlying commodity, the \ 4
size of the contract, the method of set 0
. @
date for delivery and payment
-> Forward contract = It will not be
standardized as a contract that both
parties can negotiate to meet the needs
of both parties.
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Derivatives

~> RN U Ay it
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Derivatives

B OpiioREoRtractCan be divided into
several types according to the nature of *

the options.
6.1 Put option : It is an option that W
gives the holder the right to sell the
underlying product at a specified quantity ¢
and price by a specified date or at the
expiration date of the option . An option
when the underlying asset's market price
IS lower than the strike price.

009NHD
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BNFRANRUEN: anusauualdnans

UszAnenusnealzaasoa Ui

6.1 wneauwiu (put option): W
pouBul¥ansunsifalunsvisdud
Faddulzunauazsmiisnuanslu
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Derivatives

6.2 Call option:
- It is an option that gives the holder *

the right to purchase an underlying

asset at a specified quantity and price
by a specified date or at the expiration

date of the option. 8
- In this type of option, the holder will
exercise the option when the market

price of the underlying asset is higher

than the strike price.
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Derivatives

BNFRANRUEN: anusauualdnans
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Derivatives

/. Swap Futures Contracts:

— The contracts in which two *
parties agree to exchange cash M
flows between them. The start

date and the end date of the cash g
exchange were set.

009NHD



Derivatives
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1. Its role In enhancing
trading liquidity:

-> Having a financial
system with a wide
range of financial
assets faclilitates the

trading of assets more
efficiently.

https://www.peerpower.co.th/blog/investor/credit-scoring-lending/
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https://www.peerpower.co.th/blog/investor/credit-scoring-lending/



2. Role in reducing the cost of
acquiring financial assets that
meet the desired qualifications
And its role in reducing the
cost of researching financial
assets:

--> such as advertising costs
and non-monetary costs such
as time spent seeking partners

https://www.peerpower.co.th/blog/investor/credit-scoring-lending/
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https://www.peerpower.co.th/blog/investor/credit-scoring-lending/



Financial Market - siaasnn1siNu

Money market : sanaRn

The market has also borrowed funds in the short term. Usually
not more than a year. It is also a trading center for financial
assets with short redemption lives. High liquidity and low risk.

Capital market : mananu

It is a market where lenders or investors have long-

term capital. They are willing to lend in exchange for
financial assets as proposed by the borrower or holder.
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Financial Market - siaasnn1siNu

AAIANTIEU
I

MAIALIU

AARNY AARBYWUS
| I

AARA AAIR MEMRAIIVUY MAIAAIVWULA

ATIEITVL ATIETVIN AUALNERT UBNIINAUALNYAS
(BEX) (SET, mai) (AFET)* (TFEX)
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1. AA1ANY (money market): 121
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1. MAIUAAY (treasury bills)

a A A A
Vi aume“lumammaau (repurchase

agreements)

3. RUDBNIZHINAMNTUN IR

(interbank loans)

4. JushndszamaavusurniQu

(saving or fixed deposits)

https://www.peerpower.co.th/blog/investor/credit-scoring-lending/
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https://www.peerpower.co.th/blog/investor/credit-scoring-lending/
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Financial Institution
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aoUuaHehn (Depository
Institutions)
amtuRueanluzilvesdgya,
(Contractual Savings

Institutions):

AINAWNBNIAINY

(Investment Intermediaries):

1. aouuushn (Depository Institutions):
1.1 54115 HIQFE
1.2 511A1501A1TAAATILT
1.3 FIMSIeMIINHAIIAZaHNTo]
1.4 FUIN1TOONTH

q v d
1.5 avinIsoauNINe



aoUuaHehn (Depository
Institutions)
amtuRueanluzilvesdgya,
(Contractual Savings

Institutions):

AINAWNBNIAINY

(Investment Intermediaries):

2. aontiukuean]uzilvesdyay (Contractual

Savings Institutions):
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aoUuaHehn (Depository
Institutions)
amtuRueanluzilvesdgya,
(Contractual Savings

Institutions):

AINAWNBNIAINY

(Investment Intermediaries):

Y 2
3. AINANUNDINITAINU (Investment

Intermediaries):
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