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Estimation of Probability of Default Using Credit Risk Database

Hisanao Takahashi

(Department of Statistical Science, The Graduate University for Advanced Studies;
Financial Services Agency)

Satoshi Yamashita
(The Institute of Statistical Mathematics; CRD)

It is important in credit risk management to determine the probability of bankruptcy.
Few reliable analyses of bankruptcy have been developed for small and medium-sized
enterprises because of the delay in developing of databases to capture credit risks for the
enterprises. Recently, a large-scale database for estimating credit risks for such enterprises
has become available as “Credit Risk Database”. In this paper, we estimate the probability
of bankruptcy by applying the logit model to the data from this database. We use the ¢
value to evaluate the significance of the model’s parameters. We discuss the differences in
explanatory factors of credit risk depending on the enterprise scale.

Key words: Credit risk, logit model, failure probability, small and medium-sized enterprises.



