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Abstract

Noreen (1988) compared the relative performance of Probit
and OLS regression significance tests. He concluded that for the
kind of data and sample sizes commonly found in accounting clas-
sificatory studies, OLS regression performs at least as well as
Probit.

In this paper, we compared the two models in two respects,
significance tests and prediction accuracy. Using empirical data
from firms listed on Taiwan Stock Exchange, our simulation indi-
cates the following results: (I) the empirical distributions of the
OLS regression conform closer to the theoretical distributions,
when the null hypothesis is true, (II) OLS regression is more
powerful, when the alternative hypothesis is true, and (III) the
correct prediction ratio of OLS regression is higher than that of
Probit model.

Based on the empirical results, we suggest the use of OLS
regression in accounting classificatory studies for the sample sizes
similar to our Monte Carlo experiments.
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78 203 5,961 | 12,087 | 140,330 | 2,799 267
79 203 6,646 | 12,886 | 149,340 | 3,091 300
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A | 1006 5,939 | 12,269 | 155,620 | 2,698 128
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79 203 22.606 | 9.955 78 22.0 3
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FfE R ERET B R R 47 -

1LEE : REZFF EANEY > BHEEERETEEK o

2 AR RETIUENTEZ FHBISES) 0 LA R EARTLE -
BE+ N FZAREZRZ 2% (E outliers) T EHLLHTREK (-) o

SEHEMESR  E+LEBREUN  ERSELHBABBE - £+
CHEZFESUPHRZAEENEENRS

AR FE  REPHBEFRTHEMN > EHEAEARER -
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FRE & 1 RRNIERFMEE KL ZEEe=1% BE LS %
2.7 BREORIEMEHEEE KL I fFe=5% EEHKE %
3% RFRIEBHRABE KUY EHEe=10% BHEHK S
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B ZRTE JIME BT OLS (L 2RA Bt » HERBAZE KHET » ZkMthE S #EEE
HER o TERRARRE 100 » HEERME > BR7EEEZ Kk# =1% 5 » Probit
PRAUBE B » HER TR AR A R o (BEEARH 50 18H0Z 100 #5 » 8
W EOMRTEIIEEN > B BB ENBEEHE - KWHEHRED
AT &G G 0 Bl Noreen(1988) — 5 o {(H AT % 2 48 7€ /1 1 i OLS £ =
Probit fRAY » 15#; Noreen(1988) #t R 2 M E & o £ T+HATHE R B RE
BERBURCE L AR 0.6:0.4 27 F 0.9:0.1 1 » HAEHRITMANRE - =2 -
SUBRE IS > OLS A9 35 il Probit f%Y » 2 435 o
= ~ OLS Ed Probit #2 BV FEAIKE /7 2 L&

— B BV TURR T HEMIE B R AL > FE A REETEBIR R BN
— B RERE METHI R SR IE IR » W ETE > F2REMNREE - g
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HAEA A RIS 0.5 > 0.6 » 0.7 » 0.8 » 0.9 » HAMILAEH Vi=1 >

EIRT —A > B Yi=0 o

Kt —RIB A=0.5 ~ 0.9 » FRAHEAR (50,1000 - 7 [f] i 42 8 BIR
FLZE (0.6:0.4, 0.9:0.D) (LT » FMAE N Z#E R o R H AT FIH > OLS
i 4 L) TE e B M 8% Probit HU%Y 1y TF BE 26 75 o

A+— MR IRE—LHFEFZIEH K
HA OB S B AR E I X 0604F B % &% KB L & 0.9:0.1)
0.6 09 |05 0.7 0.8 0.9
VS VS | VS VS VS Vs
E] 0.4 0.1 |05 0.3 0.2 0.1
N=50 76 71.9% 87.0% 64.6% 76.2% 82.3% 87.4%
80| OLS 72.9% 87.5% 65.5% 76.6% 81.9% 86.8%
76 72.6% 88.2% 65.8% 77.5% 84.4% 89.9%
N=100 80| OLS T4.5%*** 91.9%*** (65.9% 81.2%*** | 88.2%*** |92.2% ***
fif 3 -
L** FRIAWNELIHERZEE Fe=12KEHEEHKS E
2% RERMEERELZEEe=5% HREEBLRES
3. * BRAE LR Fe=10% FEEE AR %




The Chinese Accounting Review 21

AT 5> = R AR £ 5 OLS (% B Probit #1%) » {EER B — 43 [RI 8 B 1Y
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1. OLS Z:AyE B BAE /K YE » BLIRERmF AT FHAVEAE K HE > B HA -
B[] OLS & Ay a1 & B FE 0B (empirical distributions) i3 35 45 fid (theo-
retical distributions) > B BT

2. E SIS » Probit AR R IMAE A OLS » {HE BEE /KU K
[F » Probit #HAUAYRIIAIGIOLS AMAR - MBW S > “HEZRENL
MARER > HZEZRENGHES -

3. {ETAM IEFEZS M EL#E | » OLS A Bt Probit # B AR B 4T o

HEfZERATEE > OLS ZR7ERE — o RBHMERE > EEHIT
ANEE Probit $R AV 22 > FE R FEMIBES) L AIZ OLS (L& Probit #5740 o #E B
T EHELUBATSERERMEZ S HENHE > AEAS/MEAR » OLS
7% 0] ge b Probit fAV 4T o

ARARENRESRER > RUBRN DK (#E F Probit 18 AU 5 Logit
WAL W%E > FREHBHEBEAE S - (HRBNWENS > EBHS L -
{5 B Probit AU 5 Logit #5 Z BA B G 3T IR RIIA L » SR A&
AR > TaRAZIES o & H 1% F Probit 11 % 5 Logit & %Y
ZMEEET > RENEBNFERIFRERRENH S - BT
WH5E o

AHHFC A P B SRS 75 SAS EACHREE » 17 SAS 7E(H H L5 LEBRH -
N B IR 77 BC - SAS (EREMR BB O » HBEFMRE DB -
REEMGEERR  MHREHARAMREIETEBE - Ao EHEAER
i THEZHZONEFASRESE  ARBEFEETHAWRZHE
RAME o
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HEF > K81 » Bt EBT A REEHMEERMEEBEZ ST BT
B A EE B RATAR LA AE LR S -

FEERAL > K81 > Bl L AT ARG RIBLWE > BEE
KRB G B TRFTARHMRE T -

EMKE > K81 > A EmAFIER PRIITE ZBEME > Rra@Ae
GRH B AR E LR -

ik - K81 KEEIHMUBAMEREHSIWR Bt BAEg
At 25T AT R R BE 3R S o

g #o K8l FHAREERZIME B SEARGHEWEFTRS
R il 5/ 3 ©

M B8l RERERITH B LHEETLIWNE > B L 58S EH
FE A R H IR - B 3 o
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