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Abstract

The financial state of corporates which are the cornerstone attract
concerns from various aspects. Whether theoretical fields or practical
fields have been concerned the problem how to predict the financial
distress and emergence from distress . The accurate prediction for
financial distress can supply important references for investors. The
managers can take actions to avoid the deterioration if they get the good
prediction. The proper prediction can serve the debtors , such as
commercial bank .with warning indexes they manage the loans more
efficiently. The regulatory section can benefit from the prediction to
stabilize the capital markets.

On the basis of reviewing the international researches about financial
distress prediction, the dissertation focus on the following aspects,
including constructing the two-state financial distress prediction model
using support vector machine (SVM), constructing the three-state
financial distress prediction model using support vector machine,
.discussing the emergence prediction about cash flow role ,comparing
financial distress prediction models based on the Chinese and US listed
firms .the dissertation include the following contents in detail:

On the basis of reviewing the international researches about financial
distress prediction, the author summarize these references from three
aspects: the prediction variables selection, prediction methodology and
outcome valuation.

The two-state financial distress prediction models are constructed
and compares the outcome with that using multivariate discriminant

analysis (MDA). In order to overcome the limits of traditional
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econometric tools for multi-state financial distress modeling.the three -
state financial distress prediction models are constructed.the results show
SVM outperforms the multinomial logit in modeling the multi-state
financial distress classification problem.

The dissertation compares the financial distress identification for
Chinese listed firms and US listed firms. six independent variables- are
analyzed .as for the samples from Wharton Research Database System
(WRDS) and WIND.the results show that,from first year to the third year
prior to distress ,the six variable show different behavior for the two types
firms, especially the total liability/total asset (TLTA) and sale/total asset
(SATA) display extremely different. Then the causes for difference are
explored.the Hausman test show that random effect model is proper for
modeling the financial distress probability of Chinese firms and fixed
effect model is proper for modeling the financial distress probability of
US firms.

Owe to the importance of emergence prediction, the paper choose
samples from Chinese delisted firms and examine the role of cash flow in
predicting the emergence from distress are tested using logit model.the
results show that operation cash flow and investment cash flow have
significant incremental information in identifying probability of

emergence from distress.

Keywords: financial distress Support vector machine emergence

prediction panel analysis multinominal logit
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