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ABSTRACT

Business operations are closely related to the status quo of the society. When
abusinessisin distress, it will result a serious loss in the whole society, especially
the listed stock companies. So it is necessary to build a finance distress prediction
model. In the previous researches, traditional statistical techniques such as
multivariate statistical and Logit are the majority methods. Most of models have
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been only considered with ex-post cross-section financial data, but they ignore
useful information from ex-post time serial financial data. Therefore, it is
necessary to develop business distress prediction models that assess the financial
condition of firms sequentially over time. This study uses a gray forecasting model
GM (1,1) to measure the forecasted values of influential variables. We integrate
gray forecasting theories and Logit models to development a gray Logit prediction
model.

This research compares favorably with the past work in terms of the following
items : 1.Misclassification error can be reduced by adding to the gray forecasted
values used to predict bankruptcy. 2.Misclassification error-rates was reduced by
5% using the gray Logit model than the Logit model. 3.Results suggest that the
gray Logit constructed by all information ( variables) is the best model to correctly
predict the bankruptcy.
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