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Abstract

Previous studies of bankruptcy prediction in imbalanced datasets analyze either the loss of prediction due to
data imbalance issues or treatment methods for dealing with this issue. The current article presents a
combined investigation of the degree of imbalance, loss of performance, and treatment methods. It
determines which imbalanced class distributions jeopardize the performance of bankruptcy prediction
methods and identifies the recovery capacities of treatment methods. The results show that an imbalanced
distribution, in which the minority class represents 20%, significantly disturbs prediction performance.
Furthermore, the support vector machine method is less sensitive than other prediction methods to
imbalanced distributions, and sampling methods can recover a satisfactory portion of performance losses.
Accordingly, this study provides a better understanding of the data imbalance issue in the field of corporate
failure and serves as a methodological guide for designing bankruptcy prediction methods in imbalanced
datasets.
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