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The Optimal Sample Pairing and the Critical Value of
Logistic Default Risk Model. the China Case

SHI Xiao-jun', XIAO Yuan-wen?, REN Ruo-en'

(1. School o f Munagement, Beijing University of Aeronautics
and Astronautics, Beijing 100083, China;
2. Division of Risk Munagement, Beijing HuaYou Nutural
Gus Co. Ltd. , Beijing 100101, China)

Abstract: .ogistic model is becoming more and more popular in default
risk modeling. But the literatures by now have not paid enough attention to
two kinds of fundamental questions concerning logistic default modeling,
that is, what is the optimal pairing structure of the training sample and what
is the optimal cutoff point? This paper carries out a research into these prob-
lems. We design 15 typical scenarios of different sample pairing structure
and cutoff point combination. Comparing the estimations of l.ogistic model
and prediction efficiency in these different scenarios, it concludes that 1 : 3
of sample pairing and 0. 647 of cutoff value fit with China’s data set, but the
widely used 1 : 1 structure may not be suitable for China case.

Key words: logistic; default; sample pairing structure; critical value
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