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Investment decision in project with dual uncertainties from
examination and benefit flow

ZANG Baof eng', HUH arhui’

(1. Qingdao Branch of China Development Bank, Qingdao 266071, China; 2. Research Centre of Industry Organization
Group Economy, Southeast University, Nanjing 210008, China. Correspondent: ZANG Bao feng, E mail: zbf101@
yahoo. com. cn)

Abstract: Investment decision in new project under examination uncertainty and benefit flow is studied in this paper.
Based on real option theory, a sequential decision model is built up for starting examination process and starting
construction process in which the above duat uncertainties are both involved. For the different characteristics of these
two uncertainties, the simulation and optimization algorithm is designed based on Riskoptimizer softw are package. A
numerical example and the sensitivity analysis describe the quantitative influences on the optimal starting time by
examination and project benefit uncertainties.
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