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Developing a Credit Rating Process for Small and Medium
Enterprise in Taiwan Integrating Risk Assessment Model
and Prediction Model of Survival

Student : Chi-Feng Huang Advisor : Lee-Ing Tong

Abstract

Many financial institutions have faced serious loan risk due to globalization
and instability of political and economic situations in Taiwan. For this reason,
the internal risk management for financial institutions becomes an important
issue in recent years.Many research about risk assessment model use methods
like Back-Propagation Neural Network and Kernel method. But these methods
can not provide mathematic- funetion-Fheproposed procedure uses Support
Vector Machine, Multivariate Disctiminant analysis and Group Method of Data
Handling, respectively, to construct the risk assessment model.Than, this study
propose a procedure to assess credit rating, utilizing the risk assessment model
and prediction model of survival. A case study is provided by a financial
institution in Taiwan to demonstrate the effectiveness of the proposed

procedure.
Key Words: small and medium enterprises, risk assessment model, prediction

model of survival, credit rating, Support Vector Machine, Discriminant analysis,

Group Method of Data Handling
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