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Abstract

This study uses the financial and economic data in predicting the
failure of the companies listed in Amman Stock Exchange. The study uses
logistic regression and a sample of 32 pairs of failing and non-failing
companies over the period 1991 - 2005. The study implements three
logistic models that use financial data, economic data and, both financial
and economic data respectively. The main results indicate that the models
that use the financial data are statistically significant, and achieved
prediction accuracy rate of 87.5% and 90% in the first two years
respectively. This rate decreased in the third to the fifth year before failure.
On the other hand, the models that use economic data are mainly
statistically insignificant.

The incremental improvement in predicting firms' failure rate by
adding economic data to the financial data was limited. In addition, the
prediction models include different financial ratios each year and this
necessitates updating the prediction models frequently. Also, to predict
corporate failure in Jordan it is better to use data from Amman Stock
Exchange than using predictions models from other countries.
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