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Abstract

In recent years, data mining techniques have been used to identify companies who issue
fraudulent financial statements. However, most of the research conducted thus far use
datasets that are balanced. This does not always represent reality, especially in fraud
applications. In this paper, we demonstrate the effectiveness of cost-sensitive classifiers to
detect financial statement fraud using South African market data. The study also shows how
different levels of cost affect overall accuracy, sensitivity, specificity, recall and precision
using PCA and Factor Analysis. Weighted Support Vector Machines (SVM) were shown
superior to the cost-sensitive Naive Bayes (NB) and K-Nearest Neighbors classifiers.



