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This paper investigates the Merton Model has less performance in default prediction than a Logit

model which is developed on credit and financial variables for benchmark due to the company with low-

volume, high intangible investment or low-price by using the data of Taiwan s listed companies from

2000 to 2003. The main results of the study are as follow: (1) Logit model has superior performance to

Merton Model. (2) We enhance the performance of Merton Model in discarding the sample with high

intangible investment, but the revised Merton model still under performs. (3) If we exclude the sample

with low-volume, high intangible investment or low-price in the same time, Merton model is superior to

Logit model. We validate some limitation from market information in use Merton Model. User can

decrease loss by considering other information.
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