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Abstract

One of the most important problems that banks and financial institutions always deal with is credit risk or
the uncertainty in counterparty’s ability to meet its financial obligations. The significant amount of bank’s
outstanding claims in all over the world shows the importance of this issue. Hence recently so much
effort has been taken to develop an efficient model for the credit admission decisions. This study tries to
apply a least square support vector machine based on genetic algorithm (Ga-LSSVM) to evaluate credit
risk of obligators. A German dataset in UCI database is used as an experimental data to demonstrate the
effectiveness and accuracy of Ga-LSSVM classifier. The results of the proposed method is compared with
statistical methods including logistic and probit models and also with results of other methods which is
common in optimizing LSSVM parameters. The experimental results show that the proposed LSSVM
classifier based on Ga for parameter and feature selection can produce promising classification results in
credit risk evaluation, relative to other classifiers listed in this study.
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