Iroubled by its past, regularly hit by doubts over its future and facing a host of

political, legal and regulatory obstacles, the once respected Bank of Thailand has
fallen on hard times. Can its embattled governor Chatumongol Sonakul pick up

the pieces? By Ben Davies.
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1 - ina product of Thailand’s establishment,
Courting controversy e
 feathers.
the most surpsising thing  fighter and a man of enormous visien  Inthecounscofhivcareer, Chatumongol
sbout Chanumongol Sonakol, holder — and drive. but he nover was a banker,”  has taken on everyone from finance min-
of the highest office at the ance mighty  says one analyst.  isters to prime ministers. In the rame of
Bank of Thailand. is that he was chosen Bomintominor rovalty on Scprember  good governance, he has even unbeashed
an governor at all, A former permanent 28, 1942, just three months before the avolleyof criminal changes againa many
secretary of finance and awidely admired  BoT was founded, Chatumongol was of theindividualshe mizes with atasocial
burcaucrat in his own right, he haslong ~ educared in Britain's upper-crust Hamow — level. “We are suing so many poople thar
been renowned for hisoutspokenness, his — Public School. He went on o stedy at I can’t play golf any more,” he confesses,
controversial siybe and his numerous  Cambridge University where he camed | “Because they play regularly on the same
clashes with politicians, It was  anhonoursdegree inmechanical siomces | councs. | petcmbarrased and ity not nice.”
Chatumongol who wasbehind effori o and coonomics. After Harvard  Sachsensitivitics do notalways extend
Ministry of Finance (the MoF) and course of many wealthy Thai familics.  describe him as pugnacious and unpre-
Chatumongol who as direceor gencral of  josning the civil sorvice s a junior econ- dicrable and on someaccasions even pos-
the cxcise department 3t the MoF went  omist at the Ministry of Finance before itively frightening. Yee perhaps the most
affter 1ax evaders — a crusade that almest  working his way up the ranks to the very  remarkable characerstic that the govemor
coss him his job. - highess poss. - possesses is an abelute faith in his own
Evenbefore thestartofthe Asiancrisis,  Chatumongolsouwrward appearanceis  judgement.
stated publicly that the  in many ways misleading, Impeccably “1 dont jump offcliffs withour leoking
central bank should ahandon s fixedlink ~ dressed. with a very English accent and  ro seewharis below,” says Chatrumongol.
1o the US currency in direct contraven-  a discernible streak of arrogance, he “ Bt ifwolves wene behind meand L came
tinn to the governments and the BoT’s  encapsubases the imags of Thai gentry whe to a ravine, | would jump and hope thar
stated policy at thetime. “Heisaruthless  havesiudicd abroad. Burif Chatumongol 2 gust of wind took me to the other side.”

fioel the governor’s displeasure. Local bankers complain thas
Chanmongol is unpredictable and chat he employs bully tacrics
tin muke his point, “He & nude and umsuble and dhat is not
what you cxpaat of the governor of the central hank,” com-
plained one bocal banker after the governor had ordesed Thai
bk to bower costs o the salary payments sysem, Saysanother:
*He has vried to do the might chings, bur the wrong way.”

Charumongol himself refures allegations thar he is unsym-
pathetic. “Poople say | donlt listen, but thar's not e | have
strong views and [ fighe like mad, bux | always hear what

The Ltest and in many ways the most damaging fight broke
out in March after the Ministry of Finance re-submied a
draft amendment of the BoT Act 1o the Cabiner, The most
contentious revisions cenired on the conditions under which
a povernor could be fired. along with vhe right of the MaF o
tramader u.l.lpll.n funds from the BoT to the MoF in cases of
emergen<y. Inan unprecedented display of anger. Charsmongol
repertedly thresiened o resign unless the offending dauses
were deleted. Although the BoT subscquently retracted the
seatemend, it s contansed 1o fight whae ir deems o be inver-
Fercnce in its intennal affsirs,

Iranically, the new amendments, if adopred. will go a long
weay toweands ensuring that the BoT gets a freer hand inmanaging
ien o affaies. Uinder the new ace, the governor will be swarded
a five-vear term with a maximum of two terms. The amend-
menis will also make it more difficult for the Mol 5o fire the

geovemor = a fate thar has befalben all three of Charumongol's
predecessr.

Bt the meost contentios clanse bas yer vo be resolved. The
Mok i advocaring that the BoT shoald consolidate it fuareign
exchange reserveaccounts into one acoount - a standand pracrice
for many central banks. Any resulting pr‘l?Fll! from Foreign
exchange gains could then be used to pay off the debts incurred
by the FIDF in i failed attempe 1o save che 56 troubled
finance fmnp:nin.ThrEﬂ'E;]'ﬂllﬂ'ﬂ.HridﬂHh'ﬂﬁ:iNtﬂhf
plan, anguing that it needs to ser aside 20 rescnves againss
bank notes in cinculstion to provide a cushion againss any
future appreciation of the baht. *Using the reserves 1o solve
the problems of the FIDF would be short-sighred a3 it could
lead to another crisis of confidence, requiring maote fumds 1o
resolve,” wrode v Kriengsak Chareonwongak, executive
director af the Institute of Future Sosdies for Development
in Bamgkek in a recent paper.

The bartle has divided bankers, many of whom believe tha
both the MaF and the BoT should hear equal responsabiliny
for their respective roles in failing o stem the financial crisis.
But their sentiment masks one fandamental e, Jowas the
BoT's misguided defence of the babr that led 1o the snow-
balling of the crisis,

*[3o you define independence by Lo or by practice?” ques-
tine Sataporn Jinschitra, senior cxecutive vice president at
Siam Commercial Bank. “Compared with any other ceniral
bank in Asia, the Bank of Thailsnd & independent. The Lw
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Chatumongel Sonakul: “The biggest challenge facing
the BaT is the execution of whal we are now doing.”

didd mot il fr was vhe persons who kailad. ™ 1 e war of words
h_ql.. oW fGlE hu_-qj ;I'I-",' lu-.1ll|:l|:l;p|_'u|:5. 1.l|l||l In'll:l‘l 'ail.ll.""- IJ'!I.I'.L |.|1I.'
micdia to push their canses. Observers chim that Tasrin and
Charmmongol's differenoss are ineconcilable, char the cenimal
bank’s cherished independence is under threas and that the
economy will suffer. "Unles these differenos are nesolved
quickly and amicably, confidence in Thailand’s monctary and
fiscal discipline will be gradually undermined.” sys a necent
report by Merrill Lynch

Yet, far from being a conflict over the ceniral bank’s inde-
|1(-|;|l|_-|-||_.|_-, the barlens much mone oved II'|.J|CI.'I.1III11J.1|I1|1.L} with
bosth parsies reving o wrengthen their hand. Tarrin hasalecady
seated thas he wants a more independent ceniral
l‘|j|‘|L_ Thee 1ssue now is o make surc that the
relevant checks and balances are put in plce,
“lt hax boen a battle between two very smart,
wery arropant bankers,” wys the hesd of one

that Chatumong 1

thing is that he would probably like 1o be fired,” v one
hanker. “Then he could blame it on the politicians.”

Yot the embartled governor i unlikely ro step down of his

own volition. “1 doni like to go anywhere and not complete
the job,” he savs with contidered undorsmrement. "1 just wani
v pay mydelst o socicty after working M yvears atthe maniary.
| would like to make the country a betrer |.'l|-lu' for me and
for other people.”

Indeed. Chamumongol books vo be digging in for the long
. Winh the O MANIEETACNE SIMCTure r-IlItIIF ] p|h e, the
H:u, Rs i;- ey Of e m!;.;.mn rl.j' |:|'||,' :'T'\- :.ut"l-di\.i'\jﬂlh ol I!H H".ll
bt them on a frar with any other mosdern contral bank.
[ hat coukd take another rwo vesrs to respdividends. Tocomplere
the draman |;|,'|_1|_|i||j||||}; af ghe central bank so thar all the
|'||'H'r.II:hH1.1! amsd risk Mg e RS work 1o their
maximum ability conld eake conssdersbly longer.

*The biggest challenge facing the BoT is the cooution alf
wihiat we are pow doing.” he says, “There are a kot of people
who don't like working this way, Thar's because the rese of the
counry is still relasionduip-based ™

Chatumongal s crisade for good governance and tansparency
at the BoT marks a defining moment not only for the bank
bait fae the very country as 3 whole, Afer years of cromyinm
and moncy politics, a growing chorusof voices is now demand-
ijlg ._h:n!{u:_ e of whee hlmﬁl bombshells came i March
whien the newly formed electoral commission disqualified 78
ot of 200 newly clectod sepatorson charges of cloooral fraudd,
heralling the boginnimgs of 2 cleaner and mose apen politi-
cal culeure.

Fven more mamentoas was the decision several weeks laver
by the interior minister Sanan Kachomprasa io reign fol-

lowing allogstians that he had conceakad bis asers

by fabricazimg Bid S mallion loan r'mllu.l.'-ri'.unc

*“The funny thing is COMHPANY.

“It’s a brave new world,” says Androw Stoez,
sk ]lljl:\n.'l.‘l_ at SG Asu Credin Securinies, “Ios

financial insgitution, = Tamn chinks Chaunsongol would probably like the best ching that has ever happensed since Lhave

gets too much of the credin and Chanamengol
thinks that Tarrin geos w0 much of the credir.
et fundsmentally they are not thay far spar.”

In the latest show of beinkmanihip.
Charumongol has raised the stakoes even hurther.
Ln _l".F:||| 11, the Bl confirmed that i was
bringing criminal charges against Sirin
Simmanahseminda, the finance minner’s vounges brother,
Aol J."g-;ju._l[u.lh.u: e viedared l.'l.'lniill-.‘t:_rf‘_l:_l.llllil.ll'l'i "!“h“f"-l“"
seven-vear tenure a5 president of Krung Thai Bank. This s
|jlu_|l| s st rhjr .in:.' aMRCImpEs Rk piFissal l]ll\.';m'{ TTHS W I“
be convisad hl. thie OpOsITHon a3 |_H'|'|rlh..i| I1I\.‘\]\“IIIF.

o rhiq. n.{'lu||_|||-||1|||_|‘u,n'|'|. iy ||I.-\.tl|r'.'|ll1:|;: vl s beoms, Ve
Francis Middlchurss, former head of sesearch an Crosby
Securities. “And with checrions coming up. be is in a formida-
ble position. But Tarmn i an extremely smar operator and o
my mind they will almos cerainly work out a compeomise,

hhers chaim that if ivweren's Fur Tarnin, the emperamental
BOVCITIOE would have bevn fired & II.II'I:.." LiEnE Ao, “The Fl-'ll'll'l:-'

to be fired. Then he

could blame 1t on

the politicians.”

been in Thaland.”
Mor i it onbyon the polivical leve that things
are changing. Moves by the Securities and

Exchange Commission o Bose comipasie o seek
a credin pating For all bod fsues have prowvided
additions] evidence of a crusade for inereased
|||||'“Pjr|:|'".l. AR I.It. Iht; Fn’.‘.‘ll ]l:'[\'_',ll.i\.'\- llf-
Chatumongol. Yet the real cest of his achievemenes wall ot be
known for several yoars unsil ha sirsciural refosms bexr brust,
%o far he has successfilly implemented palicy objectives and
undeavhsed a |;|'||111'ﬂ|,'lr owerhaul of the bank’s archaik IJ'|-"'ﬂ'i|iI1|.'.
an MARAREMIEAT SYSLOMA. B the liommas vest will be the cxoena
ravuvhich the B T will be able torcommand imicrnatonal eespec
and credibiliny if and when the povernor finally soops down,
“Chatumoengsl has become a larger than [ife figure almost
akin roGeoenspan acthe L % Federal Reserve,” savs RobColline,
chicf executive of Univentures Public Compary. “People no
larger think of the Bank of Thailund, they think of ¢ Thansmongol.
And thar could leave 2 serbous void if be left.” am |
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