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Part 1: 

 Lift Chart 

 
 

 

Part 2: 

 The flow diagram. 
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 Effects Plot Screen Shot 

 

 In this Effects Plot, the five most important variables in the Effects Plot are: JOB 

(JobSales, JobManager, JobOther), DELINQ, DEROG, DEBTINC, and NINQ 
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 Report the misclassification rates for the Train, Validation, and Test datasets 

 

 

According to the regression node, the model misclassified good loans in the training set 19% 

of the time, 20% of the time in the validation set, and 19% in the test set. 
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 On page 28 it is noted that if the model is useful, the proportion of individuals that 

defaulted on a loan should be high in the top deciles and gradually decrease as we move 

to the right. The default model, however, does not exhibit that behavior as its cumulative 

% response chart rises in the mid-deciles. Identify the lowest and highest deciles between 

0 and 60 depths. 

 

The Cumulative % Response chart pictured above arranges all of the observations into deciles 

that are based upon their predicted probability of response, then it plots the actual percentage of 

respondents. Here all of the individuals are sorted in descending order of their predicted 

probability of defaulting on the loan. The plotted values are the cumulative actual probabilities of 

loan defaults. For the model to be useful, the proportion of individuals who defaulted on a loan 

has to be relatively high in the top deciles and the curve must be decreasing. Here the model is 

not useful because the curve increase in the middle deciles. 

The lowest value is 1.186 with a cumulative % Response of a depth of 15.  

The highest value would be 1.577 with a cumulative % Response of a depth of 55. 

 

 


