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Comparison of Performance Measures for Credit-Card Delinquents
Classification Models : Measured by Hit Ratio vs. by Utility

Sukhoon Chung” - Yongmoo Suh™

Abstract

As the great disturbance from abusing credit cards in Korea becomes stabilized, credit card
companies need fo interpret credit-card delinquents classification models from the viewpoint of profit,
Howevar, hit ratio which has been used as a measure of goodness of classification models just tells
us how much correctly they classified rather than how much profits can be obtained as a result of
using classification models. In this research, we tried to develop a new utility-based measure from the
viewpoint of profit and then used this new measure to analyze two classification models(Neural
Networks and Decision Tree models). We found that the hit ratio of neural model is higher than that
of decision tree model, but the utility value of decision tree model is higher than that of neural model.
This experiment shows the importance of utility based measure for credit-card delinquents

classification models. We expect this new measure will contribute 1o increasing profits of credit card
companies.
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