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EiEPEIDIZARES (Consumer and Market Knowledge, CMK)
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“Uh oh!
A young person buying a

sports car seems risky. My = —_—
gut tells me to offera -
O subprime loan w—
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Customer Credit Score Home Status Vehicle Type Outcome
Number
9 4 " 1 52 420 Own Sedan Default
' 2 52 460 Own Sedan Default
= “The data
3 64 480 Rent Sports Repaid tells me that customers like
4 i 580 Rent Sedan Default this will repay their loan. This
: =
5 36 620 Own Sports Repaid O orp Fexon shelt
6 29 690 Rent Pickup Repaid O
1 23 730 Rent Sedan Repaid (o]
8 27 760 Rent Pickup Repaid o
9 43 790 Own Pickup Repaid
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Error

Total Error

Variance

Optimal Model Complexity

Bias?

Model Complexity

2= =N

e & e
Underfitting Overfitting Good fit
(High Bias, Low Variance) (Low Bias, High Variance) (Optimal Bias and Variance)
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Training Validation Test
A '_|_|_|_|
Step 1 ' :
training, validation, and
test partitions.
Step 2
Train and tune a model

using the training and
validation data.

Step 3
Evaluate the final model
using the test data.
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lteration 1

Iteration 2

Iteration 3

Iteration 4

Iteration 5
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