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The empirical study for recovery rates and theoretical study for credit risk model
in consideration of recovery rate
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We construct the theoretical model on debt recovery rate. About the problem that
the actual debt recovery rate is concentrated in the 0% and 100%, we construct the theoretical model
about corporate value of each industry, bankruptcy, and the state of corporate value at the time of
bankruptcy that debt recovery rate difference is due to the bankruptcy situation of each industry. By
this, we able to construct the model that big difference of bankruptcy probabilitg arises.

Because rating agencies rate the companies not only by the default probabilities but also by the debt
recovery rates, as far to the bankruptcy prediction, it is thought that prediction accuracy is poor. We
construct the original default prediction model. Moreover, we empirically compare our default prediction
model and the ratings of rating agencies. As a result, the accurate of our default prediction model is
the same degree or more than the ratings of credit agencies.
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