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Abstract

In this research we try to analyze the
financia distress companies’ data in order to
develop a model, which can predict the
financia failures. In constructing the model,
four broad categories of indicators are
investigated, which are financial ratio
category, industry relative ratio category,
financia ratio variation category and other
qualitative or quantitative measurement
category. The specia feature of this research
is that we employ the cascaded logistic
techniqgue in developing the model for
predicting financial failures. For individua
models, we found that the model that uses
industry relative financia ratios performs
better. In the cascaded logistic models, we
found that industry relative financial ratio
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category and financial ratio variation
category are significant indicators. By the
results, we could tell that the industry relative
financia ratio can decrease the diversity of
different industry segments in financial ratios.
And the firms that have larger variation in
their financia ratios might have high risk to
have financia distress. We expect the model
can help investors, industries, government
agencies, and academics identify the financia
distress of companies early. Therefore, the
supervision and preventive actions can be
taken accordingly.
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