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HAz4w it Course Description

The purpose of this course is to extend the student’ s knowledge of real option. The central paradigm
for making decisions about large investments is net present value. Unfortunately, it is flawed and
systematically undervalues every investment opportunity, because it is based on the expected future
cash flows, thereby failing to account for value flexibility. Real options analysis values the
flexibility to respond to uncertain events.I’ m
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The purpose of this course is to extend the student’ s knowledge of real option. Real options analysis
values the flexibility to respond to uncertain events.
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¥ #% i B # Teaching Schedule & Content

¥ =t Week R % Subject/Topics # 3xRemarks
1 Introduction to the course
9 Getting Started 19
The Change Process ’
3 Net Present Value 3.4

Comparing Net Present Value, Decision Trees, and Real Options

4 Numerical Methods for Simple Options 5




5 Compound and Switching Options 6

6 Compound and Switching Options 6
7 Going from One Step Per Time Period to Many 7
8 A Four-Step Process for Valuing Real Options 8
9 Estimating Volatility Consolidated Approach 9
10 Keeping uncertainties separate 10
11 Midterm Exam

Paper Presentation (Real options as a component of the market value

12 of stocks: evidence from the Spanish Stock Market)

13 Paper Presentation (The Nature of thion Interagtions and the
Valuation of Investments with Multiple Real Options)

14 Paper Presentation (Real options and the theory of foreign direct
investment)

15 Paper Presentation (A Real Options Approach to Economic Exposure
Management )

16 Paper'Presentatiop (Real Options and Escalatign'of Commitment: A
Behavioral Analysis of Capital Investment Decisions)

17 Paper Presentation (Infrastrgcture investment as a real option
game: The case of European airport expansion)

18 No class
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HE H P Lecture & &3 t#Group Discussion I:l 287 ¥ Field Trip
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Grading & Assessments Supplemental instructions

Class Attendance and classroom etiquette:

Class participation is mandatory. A b-point credit will be deducted from your “class attendance
credit” for each additional class missed after one allowable absence. Class attendance is very
important to your doing well in this class. Poor classroom etiquette will also result in the loss of
credit.

Tests and Final Report:

There will be one test during the semester, and a final report. Honor code is strictly enforced in
the exam. Any cheating or attempt to cheat will automatically result in a failing grade in the
course. You must turn in your exam when the time is over. I will not accept any exam that is turned
in seconds late.

Policy on Make-up Test & “Extra Credit” :

You are expected to take test at the scheduled time. Make-up exams are rarely granted. Students who
have to miss a test with legitimate reasons such as personal or family emergency may request in
advance, in writing, for a make-up. Such written requests must be submitted before the scheduled
test, and I will decide on the make-up date. I will not grant any “extra credit” for extra work;
you have plenty opportunities to perform well in the class
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Jom Copeland, Vladimir Antikarov, Real Option.
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Teaching Aids & Teacher’ s Website(Including online teaching information.
Personal website can be listed here.)
http://faculty. ndhu. edu. tw/~sywang
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