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Abstract

The present study examines the bankruptcy predictions of accepted companies, which include 70
bankrupt companies and 70 non-bankrupt companies during the period 1389-97. These
companies were randomly divided into two training samples (including 46 bankrupt companies
and 46 non-bankrupt companies) to build models and a test sample (including 24 bankrupt
companies and 24 non-bankrupt companies) to test the external validity of the models. Using two
logistic regression techniques and random forests and using selected financial ratios, two models
for bankruptcy prediction have been extracted and the results have been compared. The logistic
regression model was able to 87% of educational sample companies and 79% of experimental
sample companies are properly classified in bankrupt and non-bankrupt groups one year before
bankruptcy. Also, random forest model was able to sample educational and experimental
samples, respectively. Accurately classify 90.4% and 90% of observations into bankrupt and
non-bankrupt groups, McNemar test showed that the random forest model has a significant
advantage over the logistic regression model. The purpose of the goal is practical and descriptive
in nature.

Keywords

Bankruptcy, Prediction model, Financial reporting, Stochastic forest algorithm, Logistics.
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