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Abstract

Abstract

Zombie companies refer to such debt enterprises, although they can generate cash
flow, but after deducting operating costs and fixed costs, the maximum can only pay the
loan interest, and unable to repay the loan principal. Facing tough economic times,
promoting the supply side structural reform and dissolving excess capacity has become
the focus of the current economic work. In 2017, the central financial work conference
clearly put forward to promote economic leverage, firm implementation of prudent
monetary policy, deal with the relationship between stable growth, structural adjustment
and total control. To reduce the state-owned companies leverage as a top priority pays
special attention to the disposal of the zombie companies. With the macroeconomic
situation day by day serious, the whole society to promote structural reform under the
background of the supply side, successful and effective disposal of zombie companies
has become a top priority. This paper based on the experience of the disposal of the
zombie companies abroad, analyzes the conditions of the zombie companies in our
country, explores how bank credit works from the perspective of financial indicators,
establishes early warning model to recognize the zombie companies. From the specific
case, the characteristics of the zombie company in actual situation are analyzed, and the
prediction accuracy of the model is verified. Finally, put forward some proposals on how
to effectively disposal of zombie companies.

The article is divided into six parts. The first part mainly describes the concept of
zombie company and formation reasons; The second part introduces the history of
Japanese experience, understanding the harm of zombie company; The third part
analyzes the actuality of zombie company in our country and establishes the
identification method from the angle of financial warning; The fourth part discusses the
zombie company financial early warning model of research design. Logistic regression
model is used to establish the zombie company financial early warning model; The fifth
part is about Chongging Iron & Steel Company Limited, for the specific case, this
enterprises faced with the difficult situation, we use regression model to verify the
accurate judgment of enterprise into a financial crisis in advance and suggest how to
prevent zombie company; The sixth part discusses the difficulties in dealing with zombie
company in China, and suggestions on how to deal effectively with zombie company in
China.

The purpose of this study is designed to combine the knowledge with the experience,
through the analysis of various indicators and sifts out the enterprises that present the
rigid trend in the listed companies and the enterprises that operate normally, and finally
establishes practical application value of early warning model. From financial
perspective and business perspective, this paper can help me accumulate more experience
and provide more help in the future work.

Key words: zombie companies; financial distress; early warning model
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