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Abstract

Abstract

In recent years, credit card becomes more and more popular with the changing of
consumption concept in China. There are more than 50 millions credit cards issued
during 2008 in China, taking the total number of credit cards in circulation to over
150 millions. These numbers are projected to continue growing in the next few years.
For the decision-makers, they need some help to decide whether to grant credit or not
for a credit card applicant from some efficient and feasible financial tools. Therefore,
the research on credit scoring model is avery meaningful project.

Credit scoring is avery typica classification problem in Data Mining and its target
is to divide credit card applicants into two groups: “good clients’ and “bad clients’.
Many classification methods have been presented in the literatures to tackle this
problem. The decision tree method is a particularly effective method to build a
classifier with high prediction accuracy and good interpretability. However, the
original sample data sets used to generate classification model often contain many
noise or redundant data. These data will have a great impact on the prediction
accuracy of the classifier. A basic problem that can be tackled using the Rough Set is
reduction of redundant attributes. Meanwhile, the Bagging is a method that can
overcome the local limitations of individual model. It can improve any weak basic
model on the prediction accuracy and increase the stability of models. By utilizing
advantages of the three methods, two efficient and effective credit scoring models
have been proposed in this paper. First, a new credit scoring model RSC based on
combination of rough sets theory and decision tree is built. After lots of experiments
testing, it is concluded that the process of reduction of attribute is very effective and
the RSC model has good performance in terms of prediction accuracy. Further, to
overcome some disadvantages of RSC and improve the prediction accuracy of RSC, a
new credit scoring model VBCDM based on the RSC and the Vertical Bagging
method is developed in this paper. The Vertical Bagging method developed in this
paper is a new variant of traditional Bagging and it may be applied to other
classification problems. The VBCDM model has been tested by two credit databases



Abstract

from the UCI Machine Learning Repository and the computationa results show that the
performance of VBCDM is outstanding on the prediction accuracy.

Overall, this paper extends the study of credit scoring model by continuously
attempts, improvement and innovation. A very useful study work is carried out in

order to solve the personal credit scoring problem.

Keywords: Credit scoring; Decision Tree; Rough Set; Bagging
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