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The problems and solutions of credit risk measurement

using large-scale data base
(The relation between the variables selection and the amount of data)

Abstruct

This paper provides an advice for the credit risk measurement using a large-scale database.
In previous researches, it was impossible to estimate credit risk using a large-scale database,
because there were no sufficient accumulations of data. To solve this problem, CRD (Credit Risk
Database Association) have been developing a large-scale database, which has 450,000 company
records with 86 management indices.

In this paper, we estimate binominal logit models using this database. However if we estimate
the parameters of the model naively, it takes significant amount of time for the calculation. To
cope with this problem, we improve the optimization algorithm to reduce the estimation time
and then select the explanatory variables affecting the probabilities of default.

This paper also shows the optimal number of segments depend on the amount of data. We
divide the database into the several segments and estimated the probabilities of default. We
evaluate the goodness of fit and the robustness of the estimation by AIC. It becomes clear that
the estimation using divided data was often worse than the one with all data. Then, we discuss the
optimal number of segments depending on the amount of data. As a result, we obtained a table
that determines the optimal number of segments depending on the number of data, defaulted
companies in it and candidate explanatory variables.
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