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O O O Question Five The question was about using different
models for predicting corporate failure related to a manufacturer of
battery packs (RMB). Part (a) required a general discussion of the
strengths and weaknesses of both qualitative and quantitative models.
This was generally done well although some candidates tried to
structure their answer as the strengths and weaknesses of models in
general which would not be a helpful method in real life,where a
comparison of the models is likely to be more useful. Part (b) asked
for comments on an analyst’ s spreadsheet which provided the data
and results of a Z-score calculation.Answers to this part were
generally good although many candidates restricted their comment
on the Z-score to repeating the comment given in the question
(RMBis* atrisk of failure within two years’ ) when the data given
was requiring a more analytical answer about which factors within
the model were driving the score down and so leading to this
prediction.A minority of candidates restricted their comments to the
company’ s statements of income and financial position when the
question required comment about the spreadsheet data and
consequently their answers lacked relevance. Part (c) asked for the



application of qualitative-type models to failure prediction at
RMB.This was generally well done with many candidates making
good use of the Argenti model and the factors mentioned in the
scenario.Unfortunately,some candidates ignored the word

* qualitative’ in the requirement and wasted time writing about
quantitative factors. Part (d) was poorly answered with many
candidates ignoring the requirement to assess the results of previous
answers and only picking up marks for suggesting additional data to
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