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Abstract

This research has objective to adapt
theory of Black-Scholes Merton Model to
compute cost of deposit warrant of deposit
warranty corporations in Thailand, considering
risk in the existing systems. Deposit warranty
rate that deposit warranty corporations collect
from financial institutes is the stable rate
under deposit warranty rate in stable system
which will cause damaged result to deposit
warranty corporations because banks and
finance and securities companies have
motivation to manage risk to be fallen to
deposit warranty corporations causing distorting
condition and unfaimess to financial institutes
and taxpayers.

The researcher adapted Merton Model
to compute cost of deposit warrant of sample
group of financial institutes in the period
before 1997 crisis. The result appeared that
risk of assets of financial institutes was
different. The considered deposit warranty
rate covering risk condition should have
different risk rate. Furthermore, the
researcher tested the hypothesis related to
entering to receive risk of financial institutes
in sample group, it was found that most
financial institutes have behavior of passing
on risk burden to deposit warranty corporations
successfully. Therefore, staff of deposit warranty

corporations should adapt new policy which

determine cost of deposit warrant on basis
of Put Option Agreement under Merton

Model.

Keywords: Empirical model, derivative instrument,
Black-Scholes Merton Model
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Case Observed

V21 Pred
1 S1** 4776
2 S1 5974
3 S1 6914
4 S1** 1482
5 S1** 4158
6 S1** 4772
7 S1 5368
8 S1 6147
9 S 5000
10 S 6262
11 S 6238
12 S 7387
13 S .6507
14 S 5383

PGroup Resid ZResid
0 5224 1.0459
1 4026 .8209
1 .3086 6681
0 .8518 2.3973
0 5847 1.1866
0 5228 1.0468
1 4632 9288
1 .3853 7917
1 5000 .9999
1 3783 7727
1 3762 7766
1 2613 5947
1 .3493 7327
1 4617 9261
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15 S1 7030 1 2970 6499

16 S1 5037 1 4963 9926
17 S1 5486 1 4514 9070
18 S1 5104 1 4896 9795
19 S1 7232 1 2768 6187
20 S1 7531 1 2469 5727
21 S0 4406 0 -.4406 -.8875
22 SO** 7235 1 -.7235 -1.6174
23 SO** .6682 1 -.6682 -1.4190
24 S0 4762 0 -.4762 -.9535
25 S0 2164 0 -.2164 -.5255
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27 SO** .6357 1 -.6357 -1.3209
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29 SO** 6732 1 -.6732 -1.4352
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32 S0 .3864 0 -.3864 -.7936
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35 S0 .3087 0 -.3087 -.6683
36 S0 1402 0 -.1402 -.4038
37 S0 2281 0 -.2281 -.5436
38 S0 1957 0 -.1957 -.4932
39 S0 1831 0 -.1831 -4734
40 S0 2561 0 -.2661 -.5868
S = Selected U = Unselected cases
** = Misclassified cases The Cut Value is .50
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