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Prediction of Financial Fraud Based on Threshold Test
—A Case Study of Listing Corporation in China
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Abstract : On the basis of referring to a large number of research about financial fraud prediction made by domestic and
foreign scholars, this paper takes the listed and found to be fraudulent companies which are in Shanghai and Shenzhen
Stock Exchange during 1993-2012 as a sample, selects 11 new indicators with Chinese listed companies development
background according to the theory of GONE, and bases on M model by Benish as the base to construct the new model.
We screen indexes by logistic regression and finally find that the four indexes had the higher significance. They are
company size, Operating cash flow ratio,asset liability ratio and whether losses. With the help of threshold and ROC test
tools, it can be known that the new model not only is stronger in the indexes,but also better to distinguish fake company
than M and F model. The simulation test of many samples show that type I error rates are lower,that an overall accuracy
has improved ,and that it is more suitable for application in China’s capital market.
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(2) Dechow X F #5 AU () # & J7 55 A1 Benish — &, H 2 7E 38 5 3% BUES , Dechow 7E W 11T ( accrual
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Table 2 Variable definition of Z model
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FEPRFT R MREARILA 252 A (RE IR 191 AN IEH A H] 61 4>) o8 T (AR T HAG — et | 38
5, SCEEIBCH T 222 A4S (170 AR, 52 AN IER ) FEARVE @ BAEAS 30 4~ (21 AR, 9 M IEH ) 7R i i
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MRIAEAS . X T EBAEAS , SCRERBGE A HIBRE 5 WE Tk A Rl s 7 Wi e An oy 1, 5 00k
0,2 EIHZE RN 3 s, WK 3 WTLIE A a BE N IE 4 M8, BIE = fA0R X, AR X, |
LETENIE T X, EE T X,
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Table 3 The regression result of Z model

e B S.E Wals dr Sig. Exp(B)
et iR 2.722 1.140 5.706 1 0.017 15.214
ROA 1.561 2.085 0.560 1 0.454 4.761
BT 1.919 1.138 2.845 1 0.092 6.814
BOUTP -2.907 1.983 2.150 1 0.143 0.055
NS5 Wi -0.861 0.217 15.671 1 0.000 0.423
GMI 0.143 0.380 0.142 1 0.706 1.154

B -0.065 0.071 0.852 1 0.356 0.937
& i 55 B L 1.038 1.160 0.801 1 0.371 2.823
P4 I B 7 f5E L -0.651 0.649 1.006 1 0.316 0.522
HRE 4 LR -0.005 0.025 0.033 1 0.856 0.995
2B B4 TR L] -7.530 3.141 5.749 1 0.016 0.001

s 11.027 2.614 17.797 1 0.000 61 494.844
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Ry W0F 55 i AR SRR LA A S R SR A A 0 kg L WIS o 0 Ry L S DSBS HA ot T A
SRAG A 2085 B R 1Y IS A

ASCH T E TS F) AR AR Y 3 RO XX ®d4 IMEAEITHER
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Fig.1 Comparison of ROC test results within
5 S h.
il three models
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