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Abstract

This research aimed to study on the business warning system in the case of companies
listed on the Stock Exchange of Thailand. The main objective is to create a statistical model that
can be used as an early warning system of business failure. Moreover, the model was developed
to forecast the likelihood of business failure. The research uses 15 financial ratios of 405 listed
companies on the Stock Exchange of Thailand during 2011 and 2012 as a group of potential
predictor in the study.

The result from this empirical study shows that the financial ratios are useful information
for forecasting business failure. However, only some financial ratios can be used as a group of
predictor of business failure. The ratio consists of the return of assets, total asset turnover, net
profit margin. The predictability of the model is precise in two-year before the delisting, and the
predictability accuracy of the model is 95.1 percent.
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