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Appraisal of R&D of New Medicine Based on Binomial Model

Abstract: Options nested in R&D of new medicine were analyzed.Values of abandonment option and deferral option were calcu-
lated with binomial model in a case study.The measures of verification of model parameters specification,R&D cost volatility,the
information gathering of competing new medicine,and optimal exercise of options should be taken to manage option value.Bi-
nominal model is a helpful value management tool for R&D of new medicine.

Key Words: R&D of new medicine; binomial model; appraisal



