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Comparison of credit scoring algorithms: artificial intelligence-based algorithms vs. traditional methods
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The aim of the study is to compare the performance of logistic regression, decision tree and random forest on a real P2P (peer-to-peer) lending database. The peer-to-peer (or person-to-person, P2P) lending market facilitates fi nancial transactions between borrowers and lenders. Credit risk management is traditionally based on credit scoring, which is used to estimate the probability of default on a loan. An appropriate credit-scoring technique is very important for the long-term success of both fi nancial institutions and P2P lending platforms. The comparison of credit scoring algorithms is based on Lending Club data. The database covers the fi rst quarter of 2017 and contains 563 847 observations and 23 diff erent variables. The results obtained suggest that random forest is the better credit scoring algorithm for the Lending Club database.



