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Subjective Question: Evaluating a
Loan-Default Classifier

Use the information below to construct a confusion matrix and calculate classification metrics.

SCENARIO
A bank develops a binary classification model to predict whether a customer
will default on a loan. The model is tested on 100 customers.

• 40 customers actually defaulted.

• The model correctly identified 36 of these customers as likely to default.

• Of the customers who did not default, the model incorrectly predicted 9 as likely to default.

• Assume Default = Positive class.

Tasks
a) Construct the confusion matrix and identify: TP, FP, TN and FN.

b) Calculate: Accuracy, Precision, Recall and F1-score.

c) Briefly explain what the model's precision and recall tell the bank about its performance.

Working Area

Actual / Predicted Default No Default

Default

No Default

Show your calculation steps for each metric.


