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ABSTRACT

Management of the bank's liquidity is one of the most
important respcnsibility cof fund management. Ccmmercial banks
have te plan for the clarity liquidity management policy which
the officers cen use it in practice. Generally, the objectives
of bank's liquidity policy are optimizing profit with highly

liquid by having the lowest risk.

Determining liquidity needs is cone of fhe many prcblems
with which bank managemént struggles ccnstantly. The amcunt of
liquidity needed by an individual bank dependes on the amount
of variation that occurs in deposits and the demand for loanse
In previding for liquidity, bank management must recognize the
many movements in the economy-~irregular, seascnal, cyclical,
and secular trend of the country. They mﬁst kncw about the
monetary trend of the nation for dete;miningxthe level of liéuidity

requirement,



Commercial banks have two majors liquidity needs,
1) deposit liquidity needs and 2) loan 1iquidit'y‘needs° The
apprcaches which suggested herekare the determining of the minimum
level of deposits which probably can be maintainéd thrpught the
succeeding pericd (deposit floor). And determining of the maximum

probable level that loan may reach within the next period (loan

ceiling).

There are two ways in which a bank can prepare to meet
liquidity needs: by holding cash and by having investments which
can be converted into cash quickly, in sizable amounts aﬁd with
negligible lcoss, Thus the first element in protective‘liquidity
is the cash (primary reserve) poclicy of a bank° As we shall find,
the cash rescrves are determined mainly by legal and operating
considerations and are rather less important in previding pro=-

tective liquidity than are secondary reserve investmentse

Liebilities management is the ability tc provide cash
immediately for the liquidity purpose. By borrowing from various

types cf money market,

The maintenance of minimum reserves in the form of deposits
or vault cash by the management of liquid assets, in order to
avoid excesses or deficiencies of required reserves, is gcnerally
thought of as management of the money position. Tc perform this

functicn, a bank must make certain arrangments. First, it needs
) g ’



0l

to keep o supply of ossets sc liquild that they can be converted
into money the same day or the fcllowing day without matefial losse.
Secend, the factors that determine reserve requirements should

be ascertainable by the accounting department premptly. The
ammunition must be at hand and the target clear. Banks management
also prepare prcjections of future reserve requirementse This is
forecasting the financial weather with an economic radare. The
period ccvered by projecticns may be anyﬁhere frem the next few
days to several weeks ahesad. The development of electronic
_computers and other devices has aided this form of Flanninge.
Reserve projections, however, can be made with the simplest of

computing or statistical mcthods.

To propose a approach to liguidity ménégement which consists
of the following steps, Determine the liquidity needs., Study
the means employed to meet the liguidity needs. Integrate the
liquidity needs and the various means of liquidity instruments
sc as tc manage bank's liguidity positicn effectively. Analizing
the commercial banks in Thailand on ensuring liguidity by the
data received from Bank of Thailand. cllcw up, update the policy

and suggestion for the further researche.
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