Review of Financial Risk Management

< bl g 7 B R
Ro6 > =5 5 83-113

HR B 1 e PR B e 12 T i Rl < B —
TRATE S AT FE
A Study of China’s Special Treatment System and Delisted Risk of
Distressed Firms: A Cascaded Logistic Function Approach

g - HEE %
Pai-Lung Chou Shou-Fen Hsu
Bl — A K2 R F R A Bl s @ i 5 — AR K 8RR B AR A
Department of Risk Management and Insurance, Department of Risk Management and Insurance,
National Kaohsiung First University of Science and National Kaohsiung First University of Science and
Technology Technology

AW A GINT B RE 75 i 5% 11| BE BRI L (special treatment; ST).Z S RELIYAE » LI EHGAIGE
DTS5 AR 2R I B BN R SR SERTGR - ELHBOZ A i o 4l i B A 8 o U B 2 A T 2R
SR RE DAV AT R 757 BT B A 0 55 f W PR Y - 16 DURS R SR RS B £ bR IRR AR - TN 3 ey %
A FEREEN T i SRR IE H A 2 A T A IRF AL o #C phn Vg A 8 o5 Uik B P ik 3 EH ARSI AR M B
T S P T SRR Mt £ B | R B 2N ) T T S ST » S RIFESTIR AR R AL 1 e 152
VERATE R 5 T BB 5L o TE R R I 2R R 2 90% » AT A Ak 1 fe W B R ¢ LR - SRR B IE G
WA m beschese - 5 RTRIBMGRE S T i 8 SRR IR AR A A CEAR i e Z YE R

GRS E FERIRHE ~ SZODERE A TR ~ R AR R S TR ~ B mT R R kB
JELS EHRER C13

e AR 81l AT AR R AR I 0 Bl R AR KRR E R R BT 0 Tel : +886-
7-6011000 ext.3016 ~ plchou@ccms.nkfust.edu.tw °
CRMEGELERANFTEEL AL ATEAAT - Mk -



SHEREE| TH| 96535 =858

This research analyzes the China’s stock market to evaluate development and evolution of the special
treatment (ST) system, and compares forecasting outcomes between stepwise logistic regression and
cascaded logistic function at first. We decide to construct prediction model with cascaded logistic function
and estimate distress duration with absorbing Markov chain, using the companies of the A-share in the
stock market of Shanghai and Shenzhen as a sample. The research applies cascaded logistic function to
estimate probabilities and evaluates the probabilities to classify five groups, then applies absorbing
Markov chain to estimate distress duration of special treatment (ST) companies those perhaps rescind
special treatment or drop out from the stock market in the future. The conclusion through the uses of two
methods are excellent for two reasons: the first, the discriminate ratios estimated by cascaded logistic
function could be higher than 90%; secondly, the enterprises distress duration estimated by absorbing

Markov chain could provide exactly approximations compared with the actual failure companies.
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