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Pricing of American-style Real Option when Value of Underlying

Asset Follows Jump-diffusion Process

QIU Xiaoli', CHAI Jun®
(1. City College, Wenzhou University, Wenzhou, China 325035; 2. Department of Mathematics,
East China Normal University, Shanghai, China 200062)

Abstract: Contrasted to present practices, the continual investment opportunities could almost be regarded as
permanent opportunities. Therefore, such irreversible investment opportunities could be treated as a
permanent American-style call option. In this paper, we have explored how a certain Poisson jump, in which
the process jump rate had obeyed uniform distribution, had affected the value of this kind of real option while
the initial investment cost was the uncertainty. And we found that the jump process will raise investment
threshold and further delay the investment.
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