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PCA & Multivariate Discriminant Model and
Prediction of Corporate Distress

LIANG Qi

(Department of Finance, School of Economics, Nankai University, Tianjin 300071, China)

Abstract: Based on principle component analysis and canonical discriminant analysis, the
paper presents a new approach named PCA discriminant model to empirically predict the corpo-
rate distress in China. The study on the prediction of the corporate distress of 142 companies in
both the stock markets of Shanghai and Shenzhen between 2000 and 2002 shows that the profit
barometer, business barometer. capital market baromenter as well as growth barometer are
four principle components which can, to the greatest extent, explain the corporate distress of
listed companies in China. Through PCA, the paper has identified four components that have
notable potential in prognosis. The approaches and results of the model is highly applicable in
internal risk control,credit evaluation and capital market investment guidelines.

Key words: PCA discriminant model;credit risk; corporate distress

pr——— g g g g0 0 0 0 i P00 g g0 g g 0 b e P

BEHK:

(L@ PR 5T . LSRRGS FFEE TERELR]. L. BB RES AT, 2002, (12).
(2] LGB . LS TEETAERER]. L. EG=Z5 AT, 2002, (12).
(3]R# . 2RIEHFTHMEHBEA.RH B 2mER(]]. 25 %H,2001,(3).

Strategic Suggestion of Accelerating the Development
of Assets and Equity Market in Shanghai
PU Zai-ming, GENG Hong-fu,CHEN Ting

(Economic System Re form Of fice , Shanghai Municipal Government , Shanghai 200003 ,China)

Abstract: An opportunity to accelerate the development of assets and equity market in
Shanghai has now been rendered with the acceleration of marketing process, the deepening of
the reform of state-owned enterprises, the relaxing of the limitation of market access and the
deepening of the reform of finance system . We must reform the existing organization form,op-
eration mode and regulation system of market in order to accelerate the development of the as-
sets and equity market in Shanghai. Starting from the strategy of “one dragon head and four
centers”, the paper provides an overall plan of accelerating the development of the assets and
equity market in Shanghai from the angel of the innovation of organization form, operation
mode, regulation system and trading variety.

Key words: assets and equity market in Shanghai;development;innovation





