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Abstract Industry structure and environment of the domestic bank have been changed by an influx of large
foreign-banks and advanced financial products when the currency crisis erupted in Korea. In a competitive
environment, accurate forecasts of changes and tendencies are essential for the survival and development.
Forecast of whether to approve loan applications for customer or not is an important matter because that is
related to profit generation and risk management on the bank. Therefore, this paper proposes the method to
improve forecast accuracy of loan underwriting. Processes in experiments are as follows. First, we select the
predictor variables which affect significantly to the result of loan underwriting by correlation analysis and
feature selection technique, and then cluster the customers by the 2-Step clustering technique based on selected
variables. Second, we find the most accurate forecasting model for each clustering by applying LR, NN and
SVM. Finally, we compare the forecasting accuracy of the proposed method with the forecasting accuracy of
existing application way.

Key Words : Loan Underwriting, Correlation Analysis, Feature Selection, 2-Step Clustering, Logistic Regression,
Neural Network, Support Vector Machine, Forecasting
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