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A Study on Interval Estimation of Technology R&D

Investment Value using Black-Scholes Model
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Abstract

Real options provide a new and productive way to view corporate r&d investment decisions.
DCF approach is well established and beloved of financial executives, but is known to
systematically underestimate investment value under significant uncertainty. Though real options are
not inherent in a 1&d investment, they can be used to compute the investment value including
managerial flexibility like option value. In this paper, we explain how the interval of option value
in black-scholes model can be estimated using simulation. We also present a process framework
for interval estimation of volatility and efficient period of investment value. In such a setting, we

can obtain the appropriate interval estimation of the expanded investment value.
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gtk @t o2 DCF £& ROAJA Hrid Expixe ddites ¥d9Y, 1 7He
7Fe@ o 7HA FolA dEFROZ AHEE 5 e WFPk(point estimate)olTh 12}
FAZRA A A AFAGL Fghell Wi AEAAS HME & Q) WEel, BEagde 2
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RAE98 & o8 8o o3t Jg-S A ®r) Dixie, Pyndick(1995), Perlitz, Peske,
Schrank(1999)l] 2l8ld T} Z2AES Agd Bl £E45 DCF oM #8282 &
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