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“The idea of setting up a Central Bank next came from the new Finance Minister who took office in

1938. It was opposed by the foreign Advisor to the Ministry. Things came to a deadlock and | was brought in to
advise. Here then was a domestic problem, to be solved by the homely method of compromise. When the
question is: whether or not a certain institution should be set up, obviously the best solution is to set up
something else. And that was how a new Government institution, subsequently called the Thai National Banking
Bureau, was conceived. The “Act for the Establishment of the Thai National Banking Bureau” was promulgated
in 1939. The Bureau was to have two functions, namely (1) to transact the kinds of business to be specified by
the minister; and (2) to commence preparation for the subsequent establishment of a Central Bank. The kinds of

business specified were the issue and management of internal loans on behalf of the Government and public

5 “Of shoes and ships...” by H.H. Prince Viwat, Speech delivered at the Economists’ Luncheon Group, 18 November 1959.
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bodies; and the accepting of money on deposits from and the making of loans to the Government, public
bodlies, banks and other credit institutions. The Bureau was given a capital of Tcs. 10 million.

It so happened that the Treasury was then launching out, for the first time, upon a policy of raising
internal loans. Issue and management of Government internal loans were therefore handed over to the new
Bureau. Later on, the commercial banks found it convenient to keep a part of their cash reserve with the Bureau
for final clearing purposes. Such deposits were re-deposited by the Bureau with the Treasury and were treated
by the latter as part of its working balance.

And here | may perhaps be allowed to add that the Minister was happy; because the Bureau was
regarded as a stepping stone towards a Central Bank. The foreign Adviser was also happy; because the Bureau

was not a Central Bank at all.”
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“Equipped with this evidence, the Economic Mission to Japan, of which | was a member, was able in

April 2485 (1942) to persuade the Japanese Government of the inadvisability of having foreigners in a national
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institution of a sovereign state. Furthermore by the executive’s power to issue the Royal Decree, any infusion of
dangerous ideas into the Bank charter was successfully avoided.
Conceived in war and politics, the Bank of Thailand was born on December 10th 2485 (1942); premature,

no doubt, but sufficiently lusty to prevent foreign usurpation of the monetary crown.”
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“The news that Prince Viwat has resigned his appointment as Governor of Bank of Siam is bound to
arouse considerable interest in banking circles. Prince Viwat has steered the baht through many difficult years,
and is perhaps the only Siamese banking authority with an international reputation. It is generally believed that
the masterly review of Siam’s war currency problems included in the last annual report of the Bank of Siam was
written by Prince Viwat himself and this fact did much to impress on foreign authorities the view that Siam’s
currency problems were in safe hands. The news of Prince Viwat’s resignation has therefore come as something
of a shock.

The immediate cause of Prince Viwat’s drastic action is reported to have been a disagreement between
the authorities of the Bank of Siam and the present Government as to the best method of effecting the sale of
gold recently authorized by Parliament. The Bank of Siam took the view that, since the avowed object of selling
the gold was to effect an immediate reduction in the volume of outstanding currency, and thus to encourage a
fall in the present exhorbitant cost of living, the gold should be carefully placed on the market at the highest
prices it would fetch. We have yet to learn the Government’s reason for rejecting this advice, and arguing that

the gold should be liquidated at a price below the present market level...”
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