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Z-Score Model in the Credit Risk Management for
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Abstract: Credit risk is one of the primary risks for commercial banks in China. The paper used Z-score
model originated by Altman to evaluate the credit risk of China’s public companies. It is concluded that
Z-score model is a very effective instrument for commercial banks in China to evaluate the credit risk of Chi-
nese companies. Suggestions on how to use Z-score in credit risk management made for commercial banks in
China.
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Table 1. Conditions of 10 Pulbic Companies in the Sample
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Table 2. Z Scores of 10 Public Companies from 2002 to 2008
% 2.10 R LT 2002 £ 2008 i Z &
BEAR 2008 2007 2006 2005 2004 2003 2002
ST & 3.001 0.798 0.504 2.049 3.580 3.218 3.035
*ST KAf5 -0.511 0.816 0.760 3.005 2.843 4.052 4.306
*ST R 3.287 5.141 4.478 5.165 6.316 5.031 5.107
ST @bl -9.802 -0.915 -1.794 1.960 3.556 3.737 4.106
ST H -25.83 -21.16 -27.19 -25.77 -25.53 -14.85 -16.02
ST R 7.856 2.627 4.153 4.858 4121 8.499 8.666
*ST JHk -12.82 -18.47 -2.494 1.360 2.598 2.340 1.918
*ST Jiisy -35.59 -33.11 -26.89 -19.29 -15.99 -34.95 3.928
JIEEA 7.226 7.732 8.133 7.751 8.817 8.609 8.704
p EpE 3.557 4539 3.523 2.937 3.110 3.233 3.437
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