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Abstract

Objective: Nowadays, financial distress prediction is one of the most important research
issues in the field of risk management that has always been interesting to banks,
companies, corporations, managers and investors. The main objective of this study is to
develop a high performance predictive model and to compare the results with other
commonly used modelsin financial distress prediction

Methods: For this purpose, sequential floating forward selection that is considered as the
generalized form of sequential forward selection method and as one of the wrapper
methods, and sequential forward selection method in combination with support vector
machine were used. These models are combined models of feature selection and
classifier. Logistic regression model which is a statistical classification models, has also
been used in the present study.

Results: After reviewing the important financia ratios, 29 financial ratios that were
mostly used in previous researches were chosen. Paired T-test results showed that with a
95% confidence level. The proposed model provides higher accuracy than other models
used in this study.

Conclusion: Results showed that the proposed model of this research has significantly
better performance in predicting financia distress than the sequential forward selection
method and Logistic regression model in one year, two years and three years before
financial distress.

Keywords: Feature selection, Sequential floating forward selection, Wrapper, Financia
distress, Hybrid models.
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