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Abstract

Based on the data of Taiwan corporations trading in TSE and OTC > this study
used factor analysis to choose variables and according to stock data to construct
financial distress prediction models, such as discrete-time survival model and
Merton’ s model and then estimated the default probability when company went into
bankruptcy. Furthermore, | compared the accuracy of two models. This study
classified the variables into four categories, which are financial structure ~ ability to
pay -~ efficiency of administration and ability to profit. The methods used in
analyzing the Models’ prediction accuracy are K-S test ~ ROC curve and AUC.

The empirical results showed that these two models can both validate the
distribution of independent variables of non-default group differ from that of default
group and the discrete-time survival model actually predict the default probability

better than Merton’s model.

Keywords: Merton: Discrete-Time Survival *ROC Curve AUC:> Factor Analysis
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FEM (B)F o Fl A 1B AP EF T 25V ovor T
D> HBPr T Dic i LEXIPFAJEVEFTAY Echkdlovasr, &
REFLRBBON - FPREFZ AMBHRAY S FAFES ZELFH EP
G FHEF LR NPT AR EREEUMBEREY LT AER AKX
FEOR MG NE L F A - B ARNEZENS B A28 Nerton
(1974) U B TR 8 g s § @Efr E # % 000 £ 121t s lemmasf
HFEARBERLE KB MG - H5lr - BM AN (F) #075 » 28 (D)
SE e R REVE v B A S ikafE o REEF ~ (BE) 0 & oLl @

ik K

!

oE= S—\E/O'VVZN(dl)O'VV

Foobo woriE- B rGERER Y% AHY 1 ey (distance to
default > DD) > 4 (G) 3% #77% » #73) & QIR L 7 F AL § F dRiTaER >
BeF AR PR A FTAGY BIEHF FARGE - P2 7 & e AR o

V;-D
V; -0y

DD =

B M tMertonticd #oa7 g ¢ o KMV2 @ #7% B 403F ) & 47 5 EDF™

(expected default frequency) 3 i & £ » 93938 ik e o ¢

FOWF O REIOPTREYARNET > X E IFEHE YR F o
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ﬁ%“ﬁﬁ@%’%%w%—w{a%MAﬁJﬁumiﬁJXﬁMﬁ;

Bt - AT o miT S E K MG REAEY Gt Pt ot e 4k
RAER L i BRI FASRAR S AR d R AT AT R S

,aL

P L P E - EE IR O T g 0 @ D F - E i
FOF CLECE P ARE A P AT Kk o AT R AT AT RS % €00 MDA HEA &
Logit #-3] k éngr o & Shumway 7= }I?ev’ RS AAfE - AL FLE
Al ¥ - AR A REEA] o F ARG BRI F g 0 T R
SBcPEA € & 24 %o Shumway #-H F 5 T & G HA]  o Ap¥tH L #0A] 0 MDA
#Al & Logit Sl PIAEZ TR EHA - AP R 2 Al QR S E ¥
B angdn ibon P Herg M kenglic™ 8 % % - E (unbiased)- ¢
WA BATPER B R A N E OSSP R B -G Sl P L Logistic Jifk
AR ES Ew&’ﬁ?uﬁm&%ﬁ%@ﬁ%ﬁy%ﬁm&&gik%%
# Logit #-3] iy dodic - & * s BHCA] - T F 2 & MDA #-3]# Logit #-%

3 S £ R AT

2. BREATPE R & sk B ehip 3t

2.1 HiE s HhE R

,aL

i 7& S (Survival Function) £ & @ cnig i@ P Z tens 5 Sode o
PrS(t)RkE7 G Eddk f (0)E2DD AtProg QB3R Sk Fr(t)B)
AE(DSIHBF H AR (CDF) e 2585 (2.1)2(2.2)~(2.3) A 447

7 o

~
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S Fr (0 =15 (01=> Fy (0 = =S, (0.0 (23)

1295 PDF & CDF 2. fF eifd % -

fr () =F @)
AP Bcfh A gk 2T 0T (2.4)

_ P@<T <t+A)
m

F.(t)= AILT li

F(t+A)-F(t) _
VRO

A—0" A
> £ (t) = lim Pt<T<t+A)
A—0"
— f I e . (2.4)

9.9 g SilicinE & ¢

Ly N3 > w7 & B g So#ic (Hazard Function) h «(t) 5 ¢

PE<T <t+A|t<T)

h () = lim -
_ i PIEST St+8) n(E<T)]
_A~>0+ P(tST)

A
Pt<T <t+A)

R NG
A
1 . P(t<T <t+A)

= - lim

P(tST) A—0" A

1

=m' f; (t)

f (t)
TS () (2.5)



PRI A PR A S o ACEE T AR A R B 2T Y g Sl

ik e BT R - HIEENFFEBFS (1)

R0 _FO_-S0
=075 0750 S0
——dIns, (1)

=-[ h (u)du=[dInS, ()
= [ 'h (u)du =InS, (1)~ InS, (0)
—_ J';hT(u)du =InS, (1)

t
e _aHr®

=S, (t)=e
(- Tt = O e =1..5;(0)=1= 1nS,(0) = 0)
(H (t)kLh, ()FYCDF)

2.3 BACI DB R D

PRI 0 B el A2 b &R S e BT oA o B S A4l
#rt=1,2,83,4, 5 0 FlaSi() AT R G EFFthFEiss v )’j'*u{;fu’?izi
P I AR EE At t420 t3e o T T B N G E S B E OB S F

B S0 Bic2. B enbd koo

SSO)=Ff@t+D)+ L t+2)+ L, (t+3)+ii (2.6)

¥ 5 % ST 0 7 0 E PR B o dieend o

fr(t) _ f (1)
S.(t) f(t+D)+f (t+2)+f (t+3)+.......

h (6) =

=

- HFUEFI Ere DR WS B R S



H, (0= 20 ()

e (t) =0
= h, (t) ~~InL-h, (V)]

s Hy () ==Y InfL-h ()] == TI1—hy ()]
Fie e S )=V e @E S (2.7)
[ Jooh @t

S, ()= =g = o [ 1SN ES (2.7)

A B IS —S(D) T S BT R BRI T i O T R E e

3. P Sl m et B

3.1 &M 7 # Logit Model #£12 & Be=ggdc e 7 & & )

t

Mot e i R Skl ()P 5 Logistica fe s o B f; (t):%
1+e)
et
) f() (1+e) ¢ 1
5 F 2X) :> t = i = == =
PRIEDOMO=T 1 Tire 1re
1+¢'

1
du=——
(1+e )? l+e

i S le=> S, (1) = j f (u)du = j
“trih 1(1) & Logisticd#cen f fF 48 5 % & dndic > » ye&logitis 5 4 e o
AP AR R ST A (2.8 )N

L=H{h<ti,xi:e>yi [1—h<ti,xi:e>]lyiﬁ[l—h(t,-,x,-;e)]}

1-h(t, x;0

h(tl’ |’9) Y
[1 h(t. X “6,)] -S(6, % )}

n

n {[ h(t X ;6) ]y H[l h(tj, 1,9)]}
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AN
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-1

Vi sl 2m & P IRt L s p s oy =0 AR o A IRt L L F

Logi t#3] erpein & #ep £ 57 5 ( 2.8 )5° ¢

>

L:H{F(t,, x;0)" [L-F(t,x;0)] - H[l F(t;, 1,9)]}

R, 9)
2 {[1 F(t,X; H[l F(t;, ,9)]} ----------------------- (2.8)
Ay Xy
B X,
2¢ Ft,%:0)=——— = g K5 h ke B
+ o .
B X,
1

F1 5k Sdich (t, X 0) = B-5 Logit $o5 A fie > #rrew #-( 2.8 )3t

16898

F e F(, X 0) T Ere S N+ (2.8 )%

- h(tl’ |’9) Yi
H{l LR ULt e)}

—fl{[lh(rf'('t—xa)]y H[l hs, ,,9)]}

ATNLT LGP D AT R A G A 5 Logit BEA PR S ddp e oo

3.9 WECEE Y 50 oAl Rl i 3
- BEP NP AR S 8 Logit B epE i S BicAp e 0 AT L T
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B AP 58 Logit BEAIRE I Sk d F AT R B G A D S kw3
o - FOPAPRF t PR EFFEfE s A 9700 5 - 3o
Bernoulli » fie o« B85 B & S ¢

f(y)=h'@A=h)"*:y=0,Lhe[0,2 .. (2.9)

o+ mh)]*{LrL%mf‘ ‘Sl e dd (2.9 & 0 RAT R B 0L D

_“E i \J}Iﬁ,{? |} ~ T :—} :

m n

L(6;t,x) = HH{[h(t, X 0)" (L=h(t, x,;0)) ] - ht, xit;e)]'“i”)}....(2.10)
FAFC210)P el =t)=1472F 1 353 t s F2MHBEeH > LED

i
SRR A e EA {H[l h(k, x; 0)]} ht,x;0) ;27 1 et i 32
EEESR RIS e r AT Sl Pal
H[l—h(k,X;H)] PPl ARAPERNRG FL A
k2

p-1
{ TTL-h(k,x;0)] }-h(p,x;0) : 27 1 &% tH2L s% phsFa
=1

P4 i 0 t<p<m

P Gk o N3 (210 )T R BT A 2.11 )
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t-1

3211 )i s - JE%Evf%%]V_[[l—h(ti,xn;ﬁ)]—z&ﬁ\ APitt-law e i ¥
FE Pt iFFAMBER Ry =1 FRZ0-[*2E5-F27 >t
torer, vt RAF-R 7Y@ At FDFa) -

BEF (L1 )N Frop Al A% S8t » Logit #3403 > B¢

3

t=1

InL(6;t,x) = Zn:{yi [Inh(t,x;0)+@-y,) - In[1-h(t,, x;0)]+tiln[l— h(t, x; 9)]}

)y X0 e e s S ini ht
—il{yi '”1_h(ti’x;0)+{ln[l h(ti,x,e)]+;l|n[1 h(t,x,e)]}}

X . h(t,, x; 0)
= 1{yi In—1 n(C.x0) Z_llln[l h(tx@)]}

& h(tx:0) i T /
_Z{yi In1—h(ti,x;49)}+22{m[1 p A

= =g
1

_Z[y, Inlxe ]+ZZ[In 99

—Z[y, -6 xt]+Ian:g:[lnl eax.t ....................................... (2.12)

HY QR ngle R A AE . 5 R0 ME #33( 2.12 )6

- [ ERR A
n g 9xn

aln L(<9t X) Z(y TN Sy il

i1t 1te

n

—Z(y. %)= [——+

i1 11 1te

9- Xn

—-0-% X
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_Z(yl %) - ZZ[h(txe) % ]=0..cocceen (2.13)

i=1 t=1

L 2.13 )78 7 ouari ndich(t, x 50 ) 3 58,0 #7 v q % psi s

»

% 4z 0 e MLE -

Btk BT i - A A B B KRB0 B3 E 0 ki A e b
1 1
N (& ¥ Ot et RO R ENELAT R o £ CRLB
ARG URG R " A

(Cremer-Rao Lower Bound) o

62

1,(0)= E[im LOt P =-E[—InLEA )0 = @ )

aln L(<9t X) Z(y' %,)- ZZ[h(t X;0)- %1

0
7L, x)-—@—;;[h(t X,0)- %]
;;[He‘”‘. i
:_;;[ae e e‘“‘ )l

SRS
1+e % 14g % TN

h(t,x;0)-[L-h(t, x;0)]- %, - %, }

[N

—_
1]

N

82
=1 (0)=-E
2 (0) [6669

InL(O;t,x)]

-1 t=1

E{ n i h(t,x;H)-[l—h(t,X:¢9)]->~<n-Xit'}}

E{ ” i{h(t x:0)-[L-h(t, x;0)]- X }} .............. (2.14)

i=l t=1
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?1]’#( 92 13 )’f‘f'( 214 )ijb? R 3 em,ﬁrxe‘.éq\ﬁoN(e’—l (0)) E

F 4O DFRGFEEBRRE T 2 100(-a)hh® F it iE=

B- T

A VS

S AAT g*;‘é (MLE)

BRI P T AR EAPM R Y g4 FITHESE D

A

A L2l
[E 0 -

-y
N

B i et E (HAMLE) cDuan 21994 # g g 2B 22 o izB 325 5
BAL BB ¥~ ARAR A DEFRT > BN RPR I EAG alkae
Fooc AP ERE RS L RERR T iR A RE OB o
BB S P EE Y 0 B L(0 o data) A & A THA Y oRRIT R B
£ O B HCA Y Aot o MLE $i & chap _'rﬁiifa{ﬁ';:".fll’* FHE
&ERFOERFViH L licE o K & Merton' s model(1974) > & & = @ b

?é_ I% EAF B BELEE I,V Vo Vo b RIFE I 30 el log 2 167 1Y

2
(o2
v n , 1& (Rk_(ﬂ_?)h)z n
L (/,z,a;vo,vh,vm,...,vnh)=—E|n(2m h)—EZ =Y v,
k=1

2
k=1 o’h

R, =In(Vy,, 'V )
it B oY BRTAGEARADFRG EHOFRTIREFT IR ES - B
A A
£ R 4E o Duan & Merton’ s model(1974)#% &7 M 5 ¥ & F andd R AL

L - P s sl 2, AN D) = B o4 o1 2
R o —iEET o DT HF AL EFRRED

2wl ﬁé\ﬁﬁ‘lﬁfifﬁiﬁ{
T ERP TR Merton’ s model P PEF B BREGELTARE
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— o M e Tl T RBI A E TAL AT T A ke % B
GRATEE TES P A TR SR T S E TS OMEC L §-Eil e
t g aer 100/ 2D o ase sl T s g
SRl AIIESTE
LNMa%swwggzUwﬁMﬁﬁ%wmwﬁNm—gm@@M@» ..... 6

\7kh (0)=97(S¢;0)

N 2
In(Vy, (@) F)+(r +)(T ~kh)
T —kh
EFLL - B EF S FRAIY Pl p 0 AR RFIELFG AEE LY Sk

&kh (o) =

FRF e G B ha e (S =VO(d)-Fe TId —oVT-t)) - ¥

YV 0)
— A 2 =-P(d,.) -
, (de)

Wt (DHe A 3T 115 4 B AN ML P53 Sl pfro - T4 7

Al ML famd R et bk agfro R R E H B BAED
okt § T A H BV, (0) 0 RE LG % § 12D, (V,(6),6) 11 2 ik s

tﬁ‘ I:)nh (Vnh (5-)’ :&! &) °

S FlF AT PE AR E
¥4 & 7 (factor analysis) €_%* i‘fﬁ‘/ﬁ\- S# 2R (dimension) sjF
AR PR IR (BR) 27 ’fﬂﬁi};\?%\iﬁ;")ﬁﬁé’a‘.}iﬁ{’ﬁ’\ At
%g@?ﬁwﬁ%ikgkﬁae
BRB2 B PR LT HELY BRI EFAE AR o 2 B
FTOUAEREF LKA N E RTINS EELAT 2 fRdp e
tem o FE AR E H NI IAFEBHELZES LR E A NI B

WA 0 LRSEA S BIFE TR 2 Rk © o
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A¥RECEFTZ A2 0 BAEF KMO (Kaiser-Meyer-Olkin) B~
i F Mt T Z © LzkA54 T (Bartlett Teat of Sphericity) g % FHch
LAk 2 E R LR E L 2KMO EARF & 7B FFE A AT HT R AR
WoHEAR0I M A a2k EiE 0.8 A B EA(0.TE YA
0.6 402 H A4S AR 0.5 01 I X EA FEE 0.5 00T o gk
kA g T SR RN L R TFHALT S REFFF AT

Y F BT & s ,;«}g DA RA s RSefEE ) TR IS T
FE S ERSPEFE e oA N AEk G HE > BEWAEY o

I3 eHE s BB FE ?HKaiser #TiE2 3 2 Sl AR % B B(
Heie) 1.0 ZEPRE - fBHSTRGEHF S BB FE 2 S BAKFREY D

EREOE T

@ R. Cattell RI3n s & %8> * 20 pF - HKaiser i2 #7135 B2 F| & € i " ;
% ®¥c 5t 50 pF o H Kaiser i2 97 35P~2 %1% 1B 5 o tadkigie » Trgy
% g (scree test) > v H## - FlF i 2L FR X PLPH Hdhs L FF o
Br P FAH R R B R - S ¢ N - PR L AR o (S 0 KR AR
Tho FlELHAF O FL Vi B0 o2 RS REEd Y
FABLIVET > LTRSS BB FR Y

Mo B R AT g - AR U fRR o Bt R B R bt r0 g o

¥ enF| 2 2 5 TE 2 dh; (orthogonal rotation) & T&L 2 fdh
(oblique rotation) a’wiﬂ’f;g LphimadEt 90 Rl 2> AT AR (8
HRIE o 520 AT F B A R AL

FE A@dhy » 5 e > B+ (quartimax) 25+ % 82 (varimax) °
Hoe o PR A BB, i enT 3 2R HE > RLER LY g
gha 2 o TR EH ) x &5 w3 k]2 (quartimax) ~ = % 8 & ] 2
(covarimin) » «---- 540

A BEE AT AT - Rl 2 F REd - BMA e L - BE L
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#ek § oA o fLE £ B Fl% (common factor) ¥ - A & Rt hn
A FE 5 BH F1% (unique factor) B Fl & b Fl i bl 2 d s
Bl F) 3 7 b o

HAXRE o™
KZ;» 5 1 BHRAE A0S JRBREZ A8 F %1 BHRAE =205k
BrrkFEz 8o U, 351 BHRA0y | BREIIBFEFF 2208 4 7>

F-UHBiEEtaordk Py I BHRAECASE j2Z A 87 Y TN 4T

Z;=a,F;+a,F;+....a,F+dU;

BsY o a, £ E (factor weight) 27 % kK BE F FAH S ]
Bz %8 k2 ‘ﬁ)gk FEREER fLs TEFfmE ) (pattern loading)
d,®dp% | BREZBFEFFLEL -

IS HIE

PE L REF L F AN Gl A8 - pREE S T E MR R

FlE N2 E T QI TP - AN ARG ERE

% 1 % 4% (principal components method) ~ # * #1273 (maximum
likelihood method) ~ & i #]#%;* (principal factor method) % - # < #i#

aoaa gz o 1t Kaiser (1960) % » 5§ #4cE (eigenvalue) = 3t - 2. 7]

ER

FhZ R L FI AR RAE 0 SRFIFZA AL G E AW §EFFF
Bpho - B3 EREMZAATEMNZ Y E I EHEET Y AR
£ (variamax rotation)  F# ¥ #phis chFF i Z [ H Sk

(simple structure) e
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FRLfpEF R e P PR Y ¢ R L L BRI SRR

b S & SR 3 S

Fl& A AriE R E P T A A 8 - S AR 2 %1% & 17 (exploratory factor

analysis) > ¥ - 88 %%+ %% » #7 (confirmatory factor analysis) e #

FAEEHS R RR 2 REY BN RS

3.5.1 K-S test

> ATEERE T2 16'%2

Kolmogoroc-Smirnov(K-S)# iz & itk A chT o B #iF L 3% &

AR ABPFNI HiEtE o MIELE ﬂ;ﬁﬁg;&‘}ﬁaf&m*ﬂﬁ K-S # Tzt

5
2

2

Ik

D et 8 E pldeT

D =max|F(x)-S(x)|

F(x)# T 7% IR 3 A fe S dic

S(x) % 7 B #f ek & & e Sl

X @2 A pTis

S: 2 %R ik

Ho : “Eis ¥ #ox 2 A feif & % i A fie
Hl : "g s ®ficx 2 AR FEF AR

30



§D>%m%ﬁﬁﬁﬂﬁa’&ﬁﬁ%TlﬁA#§ fie
.

3.5.2 ROC(Receiver Operating Characteristic)#
RE—FLFEDDDE G AL BRI F LTS A L

Wop Al TR Ao ERATIE P AT —PFEHF TR Tx Y

E¥ cFACIFLERY EPhh- BREKE > §ETEREE]CH

BRI B2 P € §RBEANCHF MM SLF2PLF 27 0

%3 L w AR A el

(£=2)

H 4 AR A A4 AR

T % X<C 75 B & 2 (a) T R4 35 (b)
/ Hic
>C g pl4E3%(c) Fg R+ A2 (d)

RipZ 27 R F EAaR Aol s « A Hamt (atd) a4
DREA KRR o @ Bl (btc) Bl S AR RT o d 0T v 4ok BT
SRRl R AR 0 (a + d) iE g AR o
R R CPXKC|lF % S MarpE o @ )=HIT RATE(HR)

E CPOCIF% ¥ gELT)
4 E 0  (False Alarm Rate ; FAR)=1-P(QX>Cl 5 % ¢ 5 & ¥ = 7 )=P(X<C|

;oL Y ’ﬁf’)?)o

o= &L

ROC # st Rt FAR o i X o ScR R 1 Y o 435 — B C 57 45 55 2129

=) = 1245 ’HR<C>=Cfd ’FAR(C)=abb AR BB R hE Y g 40

b ,YE:L o ROC & ﬁ'ﬂ«&r‘f )

0F 1 2R o1 2ROC W sRem X 5=
a+b c+d
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1-8 =k B¢

# A ROC & ROC ~ w4 7 #3 M & N #4224 0 ROC & 5 B ¥ &7 53 M
WHCAIN 5 fid2 ®War 4 o ROC & 8T o fi§i 5 Area Under Curve(AUC) -

LS TiEHEHE Y EE S8 S
D p P oF

i

. = YY) (PP = A5 )\ i 2 N 93
nbl e %g&.ﬂ"’ﬂ‘ml@’* EE LB W RIUT

5o = [fO0d o s o ROC ¥ M LT g5 i
1 1

[ f ()dx = [ HR(FAR)d (FAR) = [ P(S, < C)dP(S,, < C) (5 1)

X 0 0

PSwp<C) 2 A2 9FFAHPIRAIE HEFCEA LA gl HTu7
#-H 27 AR (C)e#&dP(Sy, <C)=dR,_(C)=f, (C)dC-# ¢ f; (C) 5 Syp
SRR Sl e (34 A)= T P(S, <C)-fs_(C)dC o f, (C) % 7 &Sy e 5
BASEAFT T~ C - #FS,<SpF » TP(S,<S,) < ROC
AT NG R A BB Ce(o0) 2T 0 P(Sy<Syp) e o ¥

A=P(Sp<Syp) A BB il & 3 B N F dnTF S| AR HF AmE S e
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BaodeED) el o F
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