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Corporate Credit Rating using Partitioned Neural Network and
Case-Based Reasoning

David Kim* - Sung-Hwan Min** - Ingoo Han™*

Abstract

The corporate credit rating represents an assessment of the relative level of risk associated with
the timely payments required by the debt obligation. In this study, the corporate credit rating model
employs artificial intelligence methods including Neural Network (NN) and Case-Based Reasoning
(CBR). At first, we suggest three classification models, as partitioned neural networks, all of which
convert multi-group classification problems into two group classification ones: Ordinal Pairwise
Partitioning (OPP) model, binary classification model and simple classification model. The experimental
results show that the partitioned NN outperformed the conventional NN. In addition, we put to use CBR
that is widely used recently as a problem-solving and learning tool both in academic and business
areas. With an advantage of the easiness in model design compared to a NN model, the CBR model
proves itself to have good classification capability through the highest hit ratio in the corporate credit
rating.

Keywords : Credit Rating, Neural Network, Case-Based Reasoning
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