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Using LOGIT Model to Predict Default Probabilty
of Construction Firm in Taiwan

Student - Chi-Luen Hung Advisors : Dr.Yu-Lin Huang
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ABSTRACT

In order to manage the risk of the construction industry and to reduce
the loss producted by construction companies’ financial distress, a
practical default risk model for financial bankrupcy must be established

in terms of the management characteristics of the construction industry.

In this research, 30 _ssamples-are taken from the construction
companies in Taiwan. Th¢ analysis of statistical examination among 10
failure companies and 20 ‘healthy companies is used to discriminate the
significant of financial variables. In accordance with financial distress,
the model of default Probability is build. Then, by using the time series
analysis of ARIMA model, we estimate the long term default probability
of the construction companies. The result of this research shows that this
newly established model is able to predict the trends of the worsening
financial conditions in the companies one year before the actual financial
crisis takes place. In addition, the model could quantify the long term
default risk of companies. It could be a reference for the risk estimation

in construction companies in Taiwan.

Keyword : Construction Firm, Financial Ratio, Default Probability, Logit

Regression, ARIMA Model
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7

A 3-4 ARMA(p,q)ﬁ_‘;Y 2 6 fé—f@t—\ A4 i 2 7%. TRV i P

B 5C 5L B & At~ N(0,02) B T i e
R ARMA(0,0) X, =0+A
AR(1) ARMA(1,0) X, =0+¢ X, +A -1<dicl
AR(2) ARMA(2,0) X, =0+ X, +d X, +A - 1<l
¢2+¢1<1
¢2-¢1<1
MA(1) ARMA(0,1) X, =0+A -6,A_ -1<01<1
MA(2) ARMA(0,2) X, =0+A -0,A_, —6,A_, -1<01<1
92+el<1
0..0.<1
ARMA(1,1) | ARMA(L,1) Xy =0+ X+ A =B,A -1<dicl
-1<61<1

FH XA 2 HFD L 4+ (1993)

A7 ARIMA( p,d,Q)fcs8 ® 2 p 88 q EFF =tz 3 2 AF b %7
Trial and Error > j# 4c i P~ 1§ SBC @5/ 2. p& q & » ¥ #F & L 3
X %72 3% 4 > @ %A Trial and Error i 42 ¢ - 3 § # p & q & FF =X % T
B33 .

(= )ARIMA #-3|# £ 7 2. v wk § #& T (White Noise Test)

FPUARMBESRELS OHALET AN L FL L p A pH o AL
Bz p Al GRS O T ATALALTFEY R EXF & T
fodofd £ e B R A rE Y 2 N A a0 T I ZHC R AR
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A
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41 Ff TR T

AER I E PR A R 10 RA AP 20 R 2P o ik

L 20 A GGM B RE S AR AMBEREL R - E DA E N
Pz BRI THFAMBARSTEDTF 2P FEHMEM Y-
411 ¥ e

fI* Lilliefor i & At LB FHLT F & ¥ Bl > nHEF L
=005z HES4od 4-1 777 o d T HEFT 0 975 MR
REAESH2HFLET 22 B LY AR
% 04-1 Mz ¥ L EHRERESE

B -l W E &
s IP-value[#ea s & | 3 € |P-value|# %% % |53 & [P-value|#s T %

XI févFgagyek 0.079] 10.000f % 0.092]  0.000] ¥ 0.095| 0.000] ¥
X2 EHF4£EALFT A F| 04200 0000  F 0417|  0.000] * 0417|  0.000] *
X3 A3 4 0.079] “0.000f# 0.092| 0.000] * 0.095| 0.000] *
X4 ndeo 0.396] 0.000] ¥ 0.399]  0.000] ¥ 0.398| 0.000] *
X5 et F 0.394] 0.000] * 0.394| 0.000] * 0.394| 0.000] *
X6 1L i 0429 0.000[ * 0427 0.000] * 0429/ 0.000[ *
XT #iikEi 0.254| 0.000] * 0.105| 0.000] * 0.103| 0.000] *
X8 Jeic & g% R AIEH S 0422|  0.000] * 0422| 0.000] * 0.426] 0.000] *
X9 3 RaEx 0270  0.000] ¥ 0270 0.000] ¥ 0273|  0.000] *
X10 B2 F A 0424 0.000] * 0.424| 0.000] * 0424 0.000] *
X1 & F 2 5 0.139|  0.000]  * 0.145]  0.000] * 0.146| 0.000] *
X12 F A3 0.159] 0.000] * 0.117| 0.000] * 0.121| 0000] *
X13 "% A 48 5 4R v 0.220] 0.000] * 0.148] 0.000] * 0.142| 0.000] *
X14 ¥ #4158 &9 47 2~ 5| 0054 0047 * 0.057| 0028 * 0.059| 0020 *
X15 & 0.398] 0.000] ¥ 0.405| 0.000]  * 0.403| 0.000] *
X16 & 3% @40 0.151]  0.000] * 0.110 0.000] * 0.113]  0.000] *
XIT 4 £415 0.389| 0.000]  * 0401| 0.000] * 0.387| 0.000] *
X18 % ehygt 0.392| 0.000] * 0.392| 0.000] * 0.396| 0.000] *
X19 ¥dex £ 5 0259 0.000] * 0.251| 0.000] * 0.259| 0.000] *
X20 Mg B F 0.369] 0.000] * 0.368| 0.000] * 0371 0.000] *
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WP LK T
Hoy=pe$tte & & p ¥ f& 4~ fie
H=fedt A7 2k p ¥ A
2."%" s 4 Lilliefor B ¥ 142 T s 47 & 5% B F kBT (@=0.05) » 38 %05+
WEF LA AL BK o (EF Hy)
3FEH KR ATy B o

412 B2 T 08 T

d 3 MR giEiar B A Fﬁ«év\ﬁafff;{aé;:g;w
Wilcoxon fe4f # & R B S a2 22 75 ¥ 5 5wl
VB ETIL S Ad HHT L I HEFLE AT AR Rk B
Tk ded 4-2 Arw o

2042 B HMT A SRR LI P LS

- o E ™= E
EEER
St £ [P-value|s T %53t £ P-value|#s T % % |5t £ |P-value|¥s 2%

X1 g g gensg -3.6211 [0.000f - % B.621)  0.000] * -3.621|  0.000
X2 EHFE&ERLFTAN F| -1.917/% 0055 -0.308|  0.758 -0.402|  0.687
X3 pFFEF -3.621  10.000F_* 3621 0000] % -3.6211  0.000
X4 et -2.580F -0.010[ ¥ 22010 0.028] ¥ -1.302|  0.193
X5 g dert & 23,148 0.002[0 1 0* -3.053) 0002 % -3.101|  0.002
X6 14w -0.734|  0.463 -0.213]  0.831 -0.310[  0.756
XT #ikizsdh -3.574) 0000 % 36211 0.000[  * -3.621|  0.000
X8 MefcE&ipx tEAZIESF | 2012|0044 * -1.538|  0.124 -1.160|  0.246
X9 HFirds 1215 0.224 -1.136]  0.256 -L113) 0.266
X10 HafFadaEs -0.923| 0356 -0.970[  0.332 -1.254)  0.210
X1l %7 2% # 5 -0.900|  0.368 -L113| 0.266 -0.782| 0434
X12 F A5 -3.0060  0.003| ¥ -1.3490  0.177 -0.544|  0.586
X13 % A ¥ 4R 5 23195 0.001|  * -1.823]  0.068|  * -0.592|  0.554
X14 4 £ 5 b fe 7 &0 & 21633 0.102 -0.308|  0.758 -1.112) 0266
X15 @ ¥ & -3.148) 0002 2059 0039 * L1120 0.266
X16 & @4 22959 0.003| -1.396|  0.163 -0.308|  0.758
X17 § £41F F -2.580|  0.010[ ¥ 16811 0.093]  * -0.260[  0.795
X18 # 7t -3.2431 0 0.001] ¥ 2438 0015 ¥ 2,154 0.031
X19 ¥ e £ F -0.118)  0.906 -0.260[  0.795 -0.639]  0.523
X20 &R -0.781] 0435 -1.491| 0136 -2.533|  0.011
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S A
Hp=" # 4 ¢ & (Median) 4p I
H=n 21" &7 F
2088 & 5 Z(0.05/2)=1.96 -
SRR E NS C ST E IS
4% kot S9gEEE K ET (@=0.05) BB S HMY Bk 2 BX (85 Hy)
NPT E I EFLR A

¥ ¥ENBFHEA

421 FlZ & ¥

SHMEHRTZE O FRIAFLZERERFF 3 AAAME FF
B 0T F AT kR BT E BRI A R S 0 s A A
EH AR RR oD AAFZFAFAFTEIEF LGRS A
LA FE 7 Bk % k-Kaiser (1960 ) #r4& 11z Rp o WEBRFE
(eigenvalue) = 1 2 #r5 FlFora I ® & L fhiz P 2 &~ R 2
(Varimax) # ¥ % £ 4 Mg - @@ TR FE {55 B

N Y N TR % kA 4% A 4-3~4-8 ¢

k.
7

Hair et al. (1998) 2k ¥ #2 § /= £ (loading) % 0.3 & 0.4 2
Feai » VARG FFF ;T3 042 052 B s ’\'p{&ﬁ%’—‘ﬁ:
do kAT 0.5 00 b engE o A F BF o b o AR AR 2L 20

RIS FESHEYRXXZ PRI 06F -
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%43 - 2 A2 FEE W2 FlFEL
B fhts e i AEL
™ i
1 2 3 4
X13 % L 5 fFp 0.977 0.016 0.120 -0.010
X16 = 3 4 0.974 0.026 0.113 -0.017
X12 F AR5 0. 955 0. 066 0.128 -0.013
X8 ik gy tRECiF S -0. 258 0.078 0.035 -0. 009
X3 pFFarnx -0. 021 -0. 956 0.047 0.184
X1 f oS g v 0.021 0. 956 -0. 047 -0.184
X7 HixkEh -0. 129 0. 870 -0. 008 -0.013
X15 & 0.067 -0. 023 0. 996 0.005
X7 FENE 0.075 0.036 0.910 0.007
X18 % ¢hyzit F 0. 060 -0.103 0. 863 -0. 001
X5 iEdert 0.004 -0.116 0.005 0.978
X4 s -0.013 -0.200 0. 004 0. 969
EB3 2t AXs A S 0 5 Kaiser ¥ i1 0 Varimax 2
fEhhic et 5 Bk o
P F1=0.977*X13+0.974*X 16+0,955*X12-0.258%X8+..... » 1L L ¥ -
(B3K # SIEM BpF)
244 - EP AL R EBANSEE
Arg i i
A e R E TAfef FEF B FphT > f FE

FlE | R | B8 | R A% o | %R B LAk B | R R | A%

1 |4.251 35. 422 35.422 | 4.251 35.422 35.422 1 2.993 24. 944 24. 944

2 |2.470 20. 586 56.008 |2.470 20. 586 56. 008 | 2. 585 21. 540 46. 484

3 [1.955 16. 290 72.298 |1.955 16. 290 72.298 | 2.500 20. 833 67.317

4 |1.371 11.429 83.726 |1.371 11.429 83.726 | 1. 969 16. 409 83. 726

5 10.988 8.235 91. 962

6 |0.477 3.974 95. 936

T 10.329 2.138 98.674

8 [0.062 0.520 99.194

9 [0.040 0.337 99. 531

10 10.031 0.262 99.793

11 |0.025 0.207 100. 000

12 10.000 0.000 100. 000
FBGE LA AR A o

WP L U AE>S] A EERE S FR4BLETE LA AEEEE T 83.726% -
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%45 - A REE w2 FFaEd
B fhts e i AEL
MRS
1 2
3 piFaens -0. 942 0. 048 0. 208
X1 g vt f e 0. 942 -0. 048 -0. 208
X7 #&xizsR 0. 888 -0.072 -0.013
XI5 # 7 = -0. 015 0. 980 0.031
XI1T ¥ #4015 % 0. 087 0. 857 0.040
X18 # byt & -0.124 0. 848 0.015
X13 "% L 48 & 3w 5 -0. 229 0.327 -0.109
X5 i dert X -0.113 0.002 0.972
X4 et F -0. 187 -0. 009 0.970
FP ol Aasssr g2 L 2 Kaiser ¥ & e Varimax j# e
% 4-6 - FHHI 2 FEFEAEEEL
eI
A e R E T2 FEEE bl > fof FE
FlE | B | BN | A HY Yo R | R ARl | e | R | R A%
1 |3.196 35.515 35.515.3..196 35.515 35.515 | 2. 688 29. 870 29. 870
2 12.438| 27.092 62. 607 | 2.438 " “27.1092 ' | 62.607 | 2.532 | 28.137 |58.007
3 |1.572 17.463 80.070 | 1.572 17.463 80.070 | 1. 986 22.063 80.070
4 10.933 10. 369 90. 439
5 10.496 5.515 95. 954
6 |0.294 3.263 99, 217
7 10.036 0.403 99. 619
8 10.034 0. 381 100. 000
9 10.000 0.000 100. 000
EBoE DA R AT e
Z4-7 = EP I REE @ el
Hhis h (raEd
= i
1 2
X1 g gk 0. 945 -0. 226
X3 p3Fa&rx -0. 945 0. 226
X7 #&xzsR 0.870 -0.070
X18 # bz i F -0. 250 -0. 041
X20 Mg B F -0. 098 0. 983
X5 it -0.075 0.981
FP3 2l Aade s i 0 7 Kaiser ¥ fi i 40 Varimax 2
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4-8

= %3‘“: Z ‘m%ﬂ 2
X
7 do 3 g T3 fof FEE B HphT 2 o F R
FlE | Bfe | R &A% | A% | B | RE&AN | FAS | B | REESN | A
1 13.040 50. 665 50. 665 | 3. 040 50. 665 50. 665 | 2. 622 43. 692 43. 692
2 |1.619 26. 988 77.652 | 1.619 26. 988 77.652 | 2. 038 33. 960 7. 652
3 10.965 16. 082 93.735
4 10.333 5. 552 99. 286
5 [0.043 0.714 100. 000
6 [0.000 0.000 100. 000
FBGE AN A o
EF AL FEEERN LN 2 A AP RECEAHFERERE T
F T7% 10 s i A R A F—'ﬂﬁ‘ FLos g 4B ﬁ““"‘T}i B R E M2
AR it e g R4 2 7T7%M AR 7 4 b OB 3T 22
= OPE S AT R H 2 dp M % Y R 0 Zavgren(1985)% 1 F]1 & f F T 5 2 ¥
7] 2. 4p BE Tk #c o rfa a4 R R T MR
~%$ﬁé@%%%’ﬂéﬁ%%?%ﬁMW%*%ﬁiﬁﬁ’Wﬁ5
r? (% 248 > 1999~ mghad > 2001 )7 f* F1 2 ¢ f &£ 9 &
CHERAEFR A RAF pEALERFF RS HER S M
irdp th 1T 52 2 Logitit WG 3 205 » T ER 2L F R Aot 49
t‘l-i——/-‘[- o
%49 2 A R RS HER S 2t TR L
G AEE A I RO AR A I FgE gtz n
X13 2% A i & 4F pv X3 pFFa&vs X1 g @ws
B pjFaersF XI5 & & X20 Mg B F
S
XI5 & F = X5 et
X5 @
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422 & 8% Y

B’*%‘#Bf)&iiﬁi%&%ﬂ:’%LéﬁLogiti&ﬁﬁ?/ﬂ\ﬁ’Léf IiE G F 4
W W E s mZ EZ NI LTSS RE AT

- FHAEF LB OV - ELE N

AFE e R AEF RN - EL 9P F

Logit(P1)= [1+exp(-0.076423 (X13) -0.053517 (X8)

-0.000039 (X15) -0.011623 (X5) -1.235117)]""

.;E‘ Lm-’UF !FJCK'i";(f'Z\ 410°

204-10 ¥ 3 A EF 2 F Y0 - #F 2 9H F
EEE 28 S s BE

XI3 & & 48 & 47 po -0.076423 0.018739 0.000045
X3 pjpFpavnsF -0.053517 0.031387 0.088182
X15 % F % <0.000039 0.000848 0.963361
X5 et -0.011623 0.016515 0.481587
¥ Bom 1235117 1.299022 0.341703

Logit(Zi)= -0.076423 (X13) -0.053517 (X8) -0.000039 (X15) -0.011623 (X5) -1.235117

LOgit(PO:]/H_e’( Logit(Z1))
=[14exp(-0.076423 (X13) -0.053517 (X8) -0.000039 (X15) -0.011623 (X5) -1.235117)]"
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e
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)
B R RA A% B F - BFES A2 FHWHE S F
TEAIHF(REH2FFELIL TR
)R RES N AR AN I AEF (R F PR EY

2Py zZA AT A BRI PHEAETF P HFE AW F L 12
AT ATRAES 033 A G0 MRA ITHFZF LRI A
T R AR 2] REFEFHAK T M 033 52 27 B Ho
PgphiE o FHEI AL e - 22 Rula 4 L 952% 0 2 3



[ 432 8552 14.7%  Apd >t 0 Lired = 2 A o 3 B4l fp i 2

B AFET A BIE R A BAARKE R AE S
N S RERE S - Kt A mig T8 k4o 4-11 #7 o
20411 ¥ Ed- EHF OB I F AR T
120,33 3Tk B g EE 4 @ g - 2 KA
FEEe ‘3?‘—/?‘1%1-3—5'—(3?—/?‘]@_) g 2 ST
(BR%E) ik P P
e 14 14 100%
9P 1 6 7 85. 7%
B 15 6 21 95. 2%
SR AFFLIEHT - E G OB F

1ok

Ayt @A ESF L R E 2w g REA G
Logit(P2)= [1+exp(-0.19345(X3)<0.06847 (X15)+ 0.01494(X5)
+6.25385)]"

H o2 3Lt Ao it 4e £ 4902 o

412 YR AEF 2 E N o E2 g g

AR i3 2 BME
X3 p3F&vns -0.19345 0.111197 0.081919
XI5 @ % 3 -0.06847 0.03516 0.051471
X5 s det 0.01494 0.02349 0.524705
¥ BoE 6.25385 3.774612 0.097556

Logit(Z:)= -0.19345(X3) -0.06847(X15)+ 0.01494(X5)+6.25385

Logit(P2)=1/14e " =™

=[1+exp(-0.19345(X3) -0.06847 (X15)+ 0.01494(X5)+6.25385)]"

REOF LD - B2 AT ESF R 0 0 033 Z k¥ P 2y

SRR R A A 9F L W EL Ruawd 585 T% F A
H

AT 4HEF2BF 5 147% -

Tt TR kAo 4-13 A7 o
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20413 ¥R EF - 2P RF OB IHUL FUAEK D
(.33 & TRl B2y i AL e g o E 2 i)

L i 38 B 35 5B Tw

REEE FRIE G E) w3 5

(BL2E) NI g EHDF

i A 12 2 14 85. T%

EHLP 1 T 85. %
B3t 13 8 21 85. %
ZCFHAEFLENDZ E LG P F
AR E 2 NY R AEFLEgY 2 E 2 E QP IR S

Logit(P3)= [1+exp(0.18851(X1)+0.02985(X20) -11.69364)]"

H

Hodm st A i de & 4-14 o

#4-14 ¥R AFEFLEHYHZ E 2 9B F A
AR & % i LRl BE
X1 g v 0.18851 0.076682 0.013957
X20 & 0.02985 0.022266 0.180097
¥ #eIg =11.69364 4.638924 0.01171
Logit(Zs)=0.18851(X1)+0.02985(X20) -11:69364
Logi t(Ps)=1/1+¢ < \®”
=[1+exp(0.18851(X1)+0.02985(X20) -11.69364)]"
AENF A w2 22T ARF S e 02 033 A F AP BEE Y
SPZRAE FERMEA AT YF LD E2 R4 5 80.9% F 2
A T2 BE L 0% Hitmi T8 % 4o & 4-15 “F 7
2 4-15 g Ev- EPETHYPRIHIAL RN AR T
10,33 FTRh B2 YR EF A e 2 E 2 5
= omR Ay 4 3E ]2 313 p B
F eI TR e (GRRE) y :
T ML LS B P
(BLZ ) gk g FH A
g SN 10 14 T1. 4%
FYOP 0 T 7 100%
B 10 11 21 80. 9%
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PR K2 B a2 £ R v Logit s R - ¥

B Bl bk 9B F B0 o Logit(Zi)n A R 3 AR

A

BAABIE N 10 A A Y B A PR RARL o B 20333
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P - FLPIEUL L 2T AHY 2P FLE O B2
SN o B 4 R 1%\.3:;1,’?;ﬁ-*{%ﬁ#&f[}%j??ii@ﬁ]&‘ﬁﬁ_
BooxAa gt Rkl - F219 v HAERE]
BENPEEBID2ZEYR GG AT R R R S
MAtpd i Rz A% > LR i ¥ A KIERIE - &a fI* LOGIT
FOWIFHALPFLAGRABU P AT NPT o

N

- e B E{X, Xy, Xn) 0 B EMRALT OEAE AL > AR
THEBRREL-MFFAEA A o n AFEIFREANZER R
Box-Jenkins(ARIMA) %~ 47 > Z P 3 PR B A7 £ &35 M A 24 % 2R 7|
ZETHIHES > T EFNE - ARIMAK S S 2P A2 RS 7
3z A Fl2 A kIR o

N

- R E 7 BN 35 A % EE 2 (Stochastic Process) » T 5 7
ZEBRE N{ W I A dlka b FEFR - 2EFF AT EL-
i 2 2. 7k P I E (realization)eroud 2B B A AP 0 LR R R
7| B F 5 TR 2 PP A 7| (Stationary Time Series) s H % #% i 42 2 3L 3t
PHI2EFEFEFLCE R A aHZAEANALGF 20 58

T

N

Bl 2bT AIM s FHZAGRA - & L4 R AL TR
A 8 A2
WP gk 0 > K F ARIMA » 47 > B i 5 EE 50 £ 0 %

B FEE e B 5 0 ik Lorek & Mckeown(1978) % gL % @ > » 50 &£
WHRGVIE R G 4 2 B FTRE ) E K 44-48 LR R N R R A 4
Bk g EFESN 24 L HESAERLY G AR Ty

PHMBATREFEARKRZIME G BN EFTHBRTHREFRFRT A
R - HEEWFHATT ZMBERTHE

"'Ef
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AETFASHEDEA AR T RE BlET RN P2 45 M

P4 3%t = = Box-Jenkins(ARIMA)#.5Y » i3 9 & @ % A M3 F £ &R
BRI ENBERD - ESA4E HBI Y 2P T ERAFYF L FH
TR OR I R R e BN 2 iE 2 \ﬁu\Box Jenkins F % i 42 0 R &
TR S B HA SRS AR EGRE = AR 225 & F
B i3 F 2. ARIMA #2558 « T o R A F £ 2 %
#

\\

2Zp 3R EM"FS
2 &

5‘? s

B » % B Box-Jenkins PF B B s\ 2 2 2 3 2
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& 42 -
(=) F44 % 2 15 (ARIMA H-3 %)

Bla-1 G MAFL£2X 273 MT6% 1223 M90 &5 43
EEpFF A IR N 2 PFEAALE 0 %A 512 SACF ~ SPACF 4 Ml
4-2(a)~ 4-2(b) % 7 o & ¥ % 4-16 “mapMd 2°SACF &2 SPACF # & % » % >
fe it B Rdp e AL SOk 4k 0@ SPACF 2 ()
fr iR R R AR Y 2 F i 0 Fl gt T oA o A
Al A 5 (1,0,0) ¢

¢ SACFz {_ }
'OJ
Bogrr 12 s 4
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(= ) ARIMA 73] & 3+

7 f1* SPSS #Hr# w2 s ) T2 2 A B2 f8E
d v EEH N2 28kt e 2 AIC(Akaike’s Information Criterion)

g2 SBC(Schwartz’s Bayesian Criterion) gL | & o
#5440 ARIMA(1,0,0)
o d e Xy = 53.296 +  0.891 Xi; + A
(t=12.143) (t=16.095)

TH T ©E>1.96> NA L ¥ iEdfF

e
W
o

AIC=345.38462 > SBC=349.57331

(= ) ARIMA #ic3] 2. i

PoFTRIXULS R ERE G EE-(F A B L)
ARIMA(p,d,q) -3 p# » 2 R a3 BEalA8 R b 3 - 03] W Rl 2 2 & 1 B 3
7 ;T;(Residuals) At)L - T " A Z 2 SACF> " k=12, ¥

pa —
T B EER —(20025—196 2) %ﬁ $ SACF B & ¥ g@g&{At} 4w
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