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Abstract: How to accurately measure the credit risk is always a
hard and hot issue in the research and administrative
institutions. This paper is to model and analyze the credit risks by the

generalized linear mixed models ( GLMMs) . The observable and



unobservable factors, which affect credit default probability, are
expressed as fixed effects and random effects respectively, and the
random effects can be expanded into multiple variables as
required. The result shows that model can be extended with more
variables and the heterogeneity of default probability can’t be totally
explained by the macroeconomic covariates, but can be well captured
by the random effects. It is also found that the impacts from industrial
sectors on the credit default probability are more significant than those
from the macroeconomic variables.

Key words: Credit Risk; GLMMs( Generalized Linear Mixed

Models) ; PD( Probability of Default)
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