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New Techniques for Interpreting and Applying the Results of
Logistic Regression Analysis
— An Example of the Credit Risk Scoring Model —

Naoki Takada
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Logistic regression analysis was devised in the field of medicine, but is now also used as a credit
risk scoring model in the field of finance. This article proposes three new techniques for
interpreting and applying the results of this analysis in a way that is easy to understand. The three
techniques are: (1) the method of directly showing the effect each explanatory variable has on the
black ratio, (2) the method for adjusting the logistic regression formula in cases where the
probabilities of default vary between the sample used for building the model and the sample
used for estimates, and (3) the method for evaluating the value of each of the explanatory
variables in a single item from the extent of the contribution to the black ratio. Using these
methods enables an even deeper insight into the results of the analysis.
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