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Abstract

To improve the accuracy of the financial distress forecasting model, this article evaluates the
sample companies in a new scope by discarding some common regulations in the stock
exchange company - which have been violated by those companies that were stopped and
suspended. The use of financial and non-financial indicators together, and also factor analysis
to extract compatible variables and artificial neural network (ANN) and data mining (DM)
techniques to build a financial distress prediction model are among the most important
fundamentals of the above research structure. A total of 37 indicators have been tested in 68
companies admitted to the stock market as prototypes, in different methods and techniques.

The obtained results show that (1) ANN and DM approaches in factor analysis achieve less
accuracy, (2) the closer we get to the actual occurrence of financial distress, the more accurate
we get (achieving 82.14% accuracy for the two seasons before the occurrence of financial
distress), (3) Factor analysis increases the error of classifying helpless companies in the
category of normal companies. (4) Finally, with the development of financial distress
prediction model, the accuracy of ANN approach is more than DM approach. In the end, this
article considers the use of artificial intelligence (Al) approach in the financial engineering
model to be a more suitable method for predicting the potential financial distress of a
company.

Keywords: financial engineering approach, comprehensive financial distress prediction
model, artificial neural networks, data mining.
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