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Executive Summary

Governments around the world are waking up to the challenge of how to effectively protect
consumers of financial products and services. Since, at present, there are many factors driving the
introduction of new financial products and innovation in the marketplace, the range of financial products
and services that consumers can choose from significantly increasing. Clearly, some new financial
products and services are complex in nature, and have become tremendously difficult to understand.

Thus, the need for consumer to access suitable products with a full understanding of the features of
financial products is of critical important.

The international community has recently increased its focus on financial consumer protection with
the release of some recognized guidelines on financial consumer protection principles. Thus, numerous
initiatives are also underway to strengthen financial consumer protection by international organizations
such as the Common Principle on Consumer Protections by the Organisation for Economic Co-operation
and Development (OECD) and the Good Practices for Financial Consumer Protection (2011) by the
World Bank. A set of guidelines on consumer protections in financial services are helpful in strengthening
the global response to weaknesses in financial consumer protection. At the same time, rapid increases in
the use of financial services have pointed to the need for strengthened financial regulation and consumer
education to protect and empower consumers.

For Thailand, the country has experienced problems of the enforcement of existing laws and
regulations related to financial consumer protection. In-addition, government agencies do not have a vital
role in promoting financial literacy. The recent financial capability and consumer protection surveys in
banking, securities and insurance sectors showed that many consumers especially in banking and
insurance sectors find financial service contracts difficult to understand and there are no agencies that are
clearly identified as being responsible for addressing consumer complaints. The main investigation
focuses on what is the best legal instrument to protect the consumers in financial sectors. To achieve this
goal, the theoretical literature on consumer protection standard, international good practice of the World
Bank and OECD, and legal principle in United Kingdom and United States will be analyzed to identify the
policy options for the Thailand. This paper will also further study the roles of the government’s consumer
protection agency and conduct a financial consumer survey to suggest effective policies in the

implementation of financial consumer protection law.
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This paper is applied research that aims to provide both quality and quantity information. Primary
source, which derived from the interview with financial sector consumers, will be interpreted and
evaluated. The Secondary source, which derived from theoretical literature and legal documents, will be
analysed and discussed. Moreover, participants in the survey sample of 600 people (which is divided into
200 survey respondents in banking, investment and insurance sectors) were sourced. Regarding the
survey, it is possible to assume that some of the Thai financial consumers do not fully understand the
terms and conditions of financial products and the legal measures to protect their rights and interests, as
well as the financial enterprises do not provide consumers enough information about their products and
services.

Thus, the key objective of this paper is to propose the development of new legal-and agency
framework to draw specific regime on financial consumer protection such as a clear consumer protection
rules regarding financial products and services, a rule that require financial institutions to disclose
information to consumers that is complete, accurate, and in a format that they can understand, and
affordable and efficient dispute resolution mechanisms should be set up. Furthermore, the general
question for drawing the agency framework has been the choice of either using the infrastructure of the
present government agency or of establishing a new. specialized agency. This paper suggests the latter
option. The reason to support a new specialized agency is that a new organization with specialized
personnel is necessary to facilitate the work between the consumers and private sectors. The new agency
should also be responsible for promoting a “knowledge-based approach” to consumers in banking,
securities and insurance sectors: In connection with the promotion of knowledge, the new agency should
be committed to working with regulators to ensure financial information is available to the public, also, to
set up regulatory framework to ensure effective resolution of disputes including lay down rules on
penalties applicable to infringements. To this end, improving financial literacy among consumer could be

the way to help improve the state economy on the whole.
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“ Basel Core Principle 3

* Basel Core Principle 18 — Bank for International Settlements (BIS) and Financial Action Task Force (FATF)

° EU Directive on Unfair Terms in Consumer Contracts 1993/13/EEC , EU Directive on Credit Agreements for Consumers,
2008/48/EC

" EC Discussion Paper for the amendment of the Directive 87/102/EEC on Consumer Credit

® Atticle 82 of the Treaty establishing the European Community (EC Treaty)
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’ OECD Guidelines on the Protection of Privacy and Transborder Flows of Personal Data’s, the APEC Privacy Framework’s
Accountability Principle IX

" UK Financial Services and Markets Act 2000, UK Consumer Credit Act 1974

"' EU Directive on Credit Agreements for Consumers 2008/48/EC; EU Directive on Consumer Credit 87/102/EEC; EU Directive
concerning Unfair Business-to-Consumer Commercial Practices in the Internal Market 2005/29/EC; EU Directive on Misleading and
Comparative Advertising 2006/114/EEC; EU Directive on the Distance Marketing of Consumer Financial Services 2002/65/EC; US Truth in
Lending Act (TILA) and the Truth in Savings Act

" FSA key facts statements for initial disclosure documents (IDDs), EU Directive on Credit Agreements for Consumers

(2008/48/EC)
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* SEC Investment Advisers Act Rule 204-3; EU UCITS Directive Article 14; EU MiFID Directive Article 18

* EU MIFID Directive Article 26; SEC Investment Advisers Rule 204-3, EU UCITS Directive Article 78; SEC Form N-1A and
Hong Kong SFC Handbook for Unit Trusts and Mutual Funds Chapter 6

* MAS, Financial Advisers Act, Guidelines for Standards of Conduct of Financial Advisers and Representatives, Section 6
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*108C0 Principle 23, CESR Standard 55 and Rules 58 and 59, FINRA Manual incorporating NASD Rule 2230, SEC Investment
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“ EU Directive Concerning Processing Personal Data and Protection of Privacy in Electronic Communication Sector 2002/58/EC,
SEC Securities and Exchange Act of 1934 and Regulation S-P

“108C0 Principle 23; CESR Standard 78 Rule 80, IOSCO Principles 1-5



_28_

1 A d a =\ I a v A 9y Aa Y 1 ]
wihsnuiiludase uazlanuidunanslumsinsandagudennmIdedra s le mu
9 9 v 9 A A °
AMZAATIING (Ombudsman) A3zdudeimnnyiooyn Iagains uazadrsmvua 13 lungrune
IdfaaguuertrsnuaInaniinainulsnudlsenougsne™
6) M3 lrauAuATewNinaINU (Insolvency and Intermediary)
(1) ngruends s navtsnumiugualumsauiumaiveud lvanuy
A o Y a . A Y [ A A 1
YOIUTHNA RIS (Prompt Corrective) e 1nnsgensomuguanumsai Nguidesaons
dawansznumaesygne luned lia
| o 9y o & A g Y < °
winlinguinemnua ldiimssaninesnuieduaseainasnuinImuua
9 Y Y o
Yo UIAYDINT IiA1NAUATee 13 1d T

v A Y U

AAA o A Y a & v v
NIUNUNITFITCUNUFNIDNTITANASATIYUDIUIHNAINAIEDV IV ANNITNY

9

A £y A Y a A o A = A o
%ﬂ?ﬂmmumiamu Wi@@‘]Jigﬂﬁ]ﬂﬁiﬂmﬂﬂ?ﬂﬂﬂ’liizﬂﬂnulW@ﬂ?iaQnuﬂﬂiﬂ3J'lﬁf!'ﬂ'lfl'!1/‘l@°b"li$

dy Y Y 1w A < = a a 45
wiaede liuminasunsiaGgi uaziidszansam
7) M3 1781U19UARYS 1nA (Consumer Empowerment)
[ [ 4 A a 9 = T [
(1) ¥IBUYDINIATY DIANTNINGITDL NGOs Astiaausanlumsia
Tassmsnernumstasnad19921u3n19n1534 (Financial Bducation) tag Iaioyaiinedoun
a 4 I ] a 1
AU3 TnaertumsaiuayuaNuaNToNIIMsRIUIA 515U
= o A A Ad 1 Jq ¥ 1 A
) msimsduiumsan 9 Miumsmennianug IMunassuz e
a a (] [ v J
A3 UASNANUEINTONINTIEY (Financial Capability) 154 n3ilszmduius msIddoya
o o [ = a ] 4 I
Wsomuzih tazMInanauMIIEsNaS NN NIMsIuRude 51 ue Hudu
] o w o o 1 ] a I < ]
(3) vienuMnUgUAnsIATIT oY aNUTZULIAS 03 BB WA SITIALAZ LAY

o J A

o Y Y A g A v o Y A Y A a A 1 Y1
T‘%’NHm1ﬂ§$%1ﬁuwu‘ﬁlw91ﬁﬂ]@ﬂﬁﬂlﬂuﬂﬁ’]ﬁlﬂﬂ')ﬂﬂﬁﬂymgﬂ]ﬂﬂﬂlﬂlﬁﬂ UagANUIA I ‘Viﬁ'ﬂﬂ'ﬂflﬁﬂﬂ

QU

v

' = SOt £ [ a o d A A a 1 46
UAZMBTTUUHIUNNGIVNNUNAANUNHIDNITUINITNNNITNUAN )
k4 s Y a A S Yo a =3
()] ﬂ’J”Iquilﬂ’J”l‘JJL"’lJﬂ%sU@QQUiTﬂﬂﬂ?Qﬂ”ISNuuuﬂ’ﬁhlﬂiﬂﬂ?iﬂizlﬂﬂl!ﬁ&lluﬂﬂ
¥ o 43 o Yy v Yy o Y a
11’3 T@ﬂmwﬂugﬂu‘ummuuuﬁaumummmam‘lamw d| LA AOANRDINUMS IFUTNITNI

9 [

MU vanvesdus Inalasna lunou nazdeyaninannis Idsumsisziivedsainaue

“ MIFID Article 53 and FINRA Rule 12000 Code of Arbitration Procedure for Customer Disputes
*108C0 Principle 24, EU Directive on Investor-Compensation Schemes, SEC Securities Investor Protection Act of 1970

“10SCO Principle 4
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* OECD Guidelines governing the Protection of Privacy and Transborder Flows of Personal Data (Article 2) , UN Guidelines for
the regulation of computerized personal data files (section A) , EU Directive on the Protection of Individuals with regard to the Processing of
Personal Data 1995/46/EC (Chapter 1, Articles 1-3) , The COE Convention for the Protection of Individuals with regard to Automatic

Processing of Personal Data (ETS No. 108, 28 January 1981, Chapter 1 General Provisions) , APEC Privacy Framework (Part ii, Scope)
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