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1. credit scoring 
2. multiple discriminate 
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1. debt service 
2. cumulative profitability 

3. capitalization 

4. Black & Scholes 
5. Merton 
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3.�Allen & Gale 
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3. Chapra 4. Millis & Presely 
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1. equity capital and reserve as percent of assets 

2. average return as percent of assets�
3. standard deviation of return on assets as proxy for return volatility 
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Dependent Variable: ?Z   
Method: Pooled Least Squares   

Date: 10/20/10 Time: 12:37   
Sample (adjusted): 1382 1386   

Included observations: 5 after adjustments��
Cross-sections included: 11   

Total pool (balanced) observations: 55

Convergence achieved after 9 iterations

Variable Coefficient Std. Error t-Statistic Prob.

C 0.483824 0.325164 1.487938 0.1436

?A(-1) -7.34E-07 3.30E-07 -2.220834 0.0313

?LA(-1) -0.268347 0.187060 -1.434549 0.1582

?CI(-1) -0.107749 0.084621 -1.273316 0.2093

?PBA(-1) 8.267712 8.687366 0.951694 0.3462

?INF(-1) -0.001356 0.011535 -0.117600 0.9069

?GDP 0.007609 0.004295 1.771459 0.0831

?EXR(+1) -0.016378 0.008285 -1.976790 0.0541

AR(1) 0.702586 0.139733 5.028068 0.0000

R-squared 0.614268 Mean dependent var 0.213255

Adjusted R-squared 0.547185 S. D. dependent var 0.134991

S.E. of regression 0.090838 Akaike info criterion -1.810907

Sum squared resid 0.379567 Schwarz criterion -1.482435

Log likelihood 58.79995 F-statistic 9.156737

Durbin-Watson stat 1.698465 Prob(F-statistic) 0.000000
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Dependent Variable: ?Z   
Method: Pooled Least Squares   

Date: 10/02/10 Time: 13:37   
Sample (adjusted): 1381 1386   

Included observations: 6 after adjustments
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Cross-sections included: 6   
Total pool (unbalanced) observations: 35

Variable Coefficient Std. Error t-Statistic Prob.

C -0.138221 0.190599 -0.725192 0.4746

?LA(-1) -0.240454 0.050545 -4.757260 0.0001

?CI(-1) -0.202367 0.037976 -5.328825 0.0000

?A(-1) -2.43E-07 4.20E-07 -0.577872 0.5681

?PBA(-1) 12.70284 4.301419 2.953174 0.0064

?GDP 0.014840 0.004226 3.511492 0.0016

?EXR(+1) 0.013482 0.008558 1.575338 0.1268

?INF(-1) 0.020492 0.009541 2.147716 0.0409

R-squared 0.682078 Mean dependent var 0.180000

Adjusted R-squared 0.599654 S.D. dependent var 0.069958

S.E. of regression 0.044265 Akaike info criterion -3.199625

Sum squared resid 0.052903 Schwarz criterion -2.844117

Log likelihood 63.99344 F-statistic 8.275205

Durbin-Watson stat 2.094827 Prob(F-statistic) 0.000022
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Dependent Variable: ?Z   
Method: Pooled Least Squares   

Date: 10/02/10 Time: 13:49   
Sample (adjusted): 1382 1386   

Included observations: 5 after adjustments

Cross-sections included: 17   
Total pool (unbalanced) observations: 84

Convergence achieved after 5 iterations

Variable Coefficient Std. Error t-Statistic Prob.

C 0.606821 0.169149 3.587490 0.0006

?A(-1) -4.74E-07 3.07E-07 -1.545346 0.1265

?LA(-1) -0.326441 0.102881 -3.173010 0.0022

?CI(-1) -0.043854 0.054706 -0.801630 0.4253

?PBA(-1) -1.01E-05 5.03E-06 -1.999695 0.0492
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?INF(-1) -0.006554 0.005755 -1.138818 0.2584

?GDP 0.007584 0.002868 2.644877 0.0099

?EXR(+1) -0.012855 0.005200 -2.471957 0.0157

AR(1) 0.821609 0.098647 8.328770 0.0000

R-squared 0.555499 Mean dependent var 0.198048

Adjusted R-squared 0.508086 S.D. dependent var 0.113931

S.E. of regression 0.079907 Akaike info criterion -2.114941

Sum squared resid 0.478889 Schwarz criterion -1.854496

Log likelihood 97.82752 F-statistic 11.71609

Durbin-Watson stat 1.697810 Prob(F-statistic) 0.000000
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