AgUstn Ve Adstd Ry qAAA, A, =g, 1F
Atz o]dAA (hjlee938@plazal.snu.ac.kr)

1. ME

214710 S0l MAlL] A=A 87 HstE AuRY, o]Eut FH Aol AH
29 714 F83% 842 AYudE da Jlon, weky o9 AV MA 7Y &L
A -  dFE T3 UASE ¢ 5 Aok o] E WSl wdgtFo] FRAAME IT
FHe S4 2 AT A9 ITeE Ao 2 s glow, IT 7| AHLE A4
&, HIZde IT 71€S BT, NT, ETS &4 71208 93 AF3 7e2 ARse
T T 71e¢ AFdez S4stas =88 71geln vt
Yy gy A 2R Z7 BHe viX e IT Ve #F3a8E 138 o, o
HE A5 FEAFAT tEo], MAAAERENNE IT 7|eixe FAS 43814
M7iee] ZFSE 5T IT 7l did 4UdS =Y F Ue AAE ZFANL 7
¥, 20 BE IT 7l 2AE =28 F US Folth ol HsiMe 7Iedy 4t
Aol A A EstA kg & glolof 3, et IT 7leWlxe] B3 &ule 7hx]%
7F Y] AYe IT 7] #ds A8 dysojor & Az & 4 Arh B AFoA
E ol HHEA IT 7leo 543 JAHMA7IHY E4E g 7HXH7 B3-S AA
&zt gt
RE Aoz 71XHrte] ARHAZANAME FF3E AW (Discounted Cash Flow)o]
Aesn I, ot BARRY ANz ude d25So2EY 3ZVGE AR
3, v FIZES =3 £ -‘?f]?ﬁ}_’ﬁ%}ﬂ%(rlsk adjusted discount factor)Z 213}
< Wolthh wEA AYAAZIFH Zo] A 5 sFol EAA

1 Copeland, Koller and Murrin (1994) &%
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AU 55Y AF BL FF IAVESY v AF 550 EFREE By T
A Be] 2 4 Uk = 7IFAAA SUoN AR L de =
old, M2E FFHLE £33 tHd Y2 VF2 JFANH2A JMAE RS
2 7 e 847t 2 ¢ Rlong, JHAFIAE VYol Ausa Sle Ade U
de 7HAE Edste wldAT o8& Aol olYdl, 71Fz ARH A FEE T F 3
€ 7teALR2E Brhetdol @t ol WelX AFEE AW KA =
g+ Jde F¢AE 2 Ao

g, A2 2 Ad7AEd A3 AdHR e dEIA rHECEe 1&g
Hel vty FA F 7pA S ZFHE 7HAR A AAE FEEE I
O dRbHd o2 BriAde]l FEEA 8 md A 948 #3F A # olY
2h, 7IGolAl =25 e AEE $F5FHes 1 Jdon, Friapity E9A8H
add F9uddd ot F2d + Ae A AFHH HG7HA(Strategic Value)?), F2 #

3

tlo
t
m%
FiF
e

A A 2o A=A {4 (Operating Flexibility)o] @& 71X3 & HrHg &
AT Aot} (Trigoergis, 1988) olu] AFHA FAEFTS 3t Jo] FIANTFAL
=2 HFE AASL e A Feoe olEE@ AFH 7tAe KA AV B
Hez F83tA] FE F Jou, KA HlFol ¥ AN WAHVIALFE ¢S
T28A "ok g7y AV A oldHE FFAYA JHA F9 sl ZZTHA 7
AA 7k FAAM A vFo] 433 Ade EAL 7ML lemz2 fFFHY A
ARt FME e AFEE SUME AMSSHE WA VIAY MR E S B
7bedol &0t

T dAE AEgH A2 I8 7igel BAdta ' udd HE S 4
ol A AAHD 243 HEE AAT F VA7 E SA3E 5 UASE 7199 9
-8 58 oA SASEE AHAATE 5+ Yvhe Aoltd. Amram and Kulatilaka(1999)&
olgF AHodA AESA HIHol @& =79 AdE dolAME v FAAHY Al
®¥4)(The way of thinking)olZt= & AA3A, 7P FAAF 4 ol 4

A HEHE A1L3lsE AR YY. 398, HHERAAH(Optimal Timing)e] ZAAQe &3}
o] Alvarez(1999), Cortazar and Casassus(1998), Martzoukos and Teplitz-Sembitzky (1992),
Majd and Pindyck(1987), Dixit and Pindyck(1Q94), Farzin, Huisman, and Kort(1998) 52| &
L dF35o] wHEEHJYSen, =3 Harvard Business Reviewe] WX ¥ Dixit and

2 0lefe &4
2 0 3AP
2A 28 3 ALY

1

-—-HP

Polewstet NEHSIE Delsll 222 st daxaa HEstn Asite vl
tEY £ UE JiN S ABEHO ACL T2 S X2 As AL D
I

U5t O @2 JIxIE é’é%’ F Aes HE XYsioh

OI

SIS HEE $YSD o BA Al HYH 0F 1 US ool AsE
Nzl WsfL Astoizol wst Sol wet A% Do go) F2 Wil stop)' & B £ 9=
| Ot

Aee] BalE AUASO UANZOSAH KA HOL RAL0l HE4S Aol thal 2Ol =
Ho2 UME 4 YD, &7 AYE HE PRAN HUES ¥ I LU & AYH :Aa'g
WYL 4 Yooz FUYOR oS IABE0| IS



Pindyck(1995), Luehrman(1998a, 1998b) 52| =&E2 71949 HuR3 AU #FAS
AESA FTHE A3 A7 822 & ARE LErx g
olZ g HA|AAM B AFoMe HERFA ZIXHIIHE ol &3t IT WA |FY &
AE 1ET 719 7 S 2 e RFAAES B4 B JAFHFANR =
A& AANET ol A3t thgo 2B AE A8 7R JAFH G we B
T2 & e M AEIFHES M, 4 dESHY 7IXF/Y S Ao,
3FAAE A8 71A AESHES FA EA381L A& Ao AMgHE, §43Y 2
T&EE 1HF BHY-FA(Compound Option) H7IEHS A7fstuc). 47 A AARZ
7194 7t "7 e fsted AEFA MXHIIEFC] oA AHEE & UAeAE Ro)Y)
Asted ZHFAQA IT WA 71 AALE 71338, 284 00" 28E 58 7199 7HA
B7h @ HAFEGANHY B4 AMEE AA AT dwFEQL IT N1S$iX 7199 7HX)18 7}
o ZWE HE&EE 4 A= B BYS 7Y Ao, AAHA TG S0l
g F de 4FFA R IT 7% §4 254 Modularity)ol] 2Jst 293 F4HE FA
of B&sta doix 7HAste] BAstq)
£ =2dME 7YY 383 7iX9S Hrkg zlo] ofze, r|gel AW JeF,
EA4E gdle FHES BN 7 JixE TS AA V1Y XN E H
ZFet At ¥ gF SHAES ERSIAS AT 40 4353 8S 18 ERIAR

_E

=
=

22 olg3ted ANE Y, olF (WAL WY H7h Aosh vnPoA 1 F8
4e QFsT
2. 71 MEgH Hotuhy
Trigeorgis(1996) 7§ AE{JA o =24 AA3 A (Growth Option, Option to Expand),
¢ 71 (Timing Option, Option to Defer, Option to Wait), ¥7] -&(Option to Abandon),
52454 (Option to Contract), 2~2] 334 (Option to Switch)g& A/AstATH 8 71Ygo]
#

o

12l AAm & AFH A& & § Jerted gt oS b 7Y dEFHl £
F glem, ged A9 24 44, <, 29 54L na A2 71N T
LEFAES NEstn a4 @ FriEFES AMsle Ax doE d7E F e
T 59 g & & Aok

Aol AAB AEFAEY 7HAF7te A4 LE o8 7HA FHAVMER
S o]8T 5 ov, O 2y &g e ol qlo] AHEE A5 ARE éﬂ}%
NE + Yeme Felslolol At $444E THAR $4 1 g4l FzA ol
w3t &-& 3} (Stochastic Process)S W= i1 JeXo BT FHE Yolof 3ic) o F

£ oo

o Q@ 2
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o], ¥ FHOo g Wo] A1EEHE E-£2 XY (Black and Scholes, 1973)2 7]ZA}4be o
3t B3EARAHL 718 BEE &% (Geometric Brownian Motion, ©]3} GBM)2o. 2 7} 3}a
Ed-&¢= 35 v TFAE A= 12 & AAF Aotk T2 GBM oo
XA W37 8874 (Mean-reverting Stochastic Process)oll &3tE Heje o|F2 =
ZA & (Feller's square root process)®} L4rEIQl-EdAW = 2 A 2(Omstein-Uhlenback
process) T 2] Fejo] FEAFol SAY, "t FFHE F4A7HE H7HE AdAAME
A 71Z2A ] U FEJR S FE3 FHsidol @t ARA FEAIY FEH
AL 7St =Ud get $AVMARE LS d8AY, 8Y-42 R A= d2A 3 }Y
AlEd ol 7S FAAMT I HE 78 § Ave B4% Ao 4, uif HAFHA 7
=< 7K 7199 AFol A A3t A¢ 71RALY ATl o AXA HEER
N2AAe] FEAA Yo BZ =2 M A (Jump Process)E 37)sle] 283 4 Qs

2 BoAe AF7HA AEd AE 49 JHXd Z38E AANET] 93 7xA
el 7HA7E GBME et JHAdte AR, 4714, EVISA, 29334 @
g 7HAH7E 2 S AEVIE §ne

21 MHZ&E 84 (Growth Option)

B SALE Myers(1977)7} A5o2 AAG &oj2A 27|94 2 TR 0|9
F7H8 ] FAk(follow-on investment)7t 7hed|A 1, 714 FAE T3 €& FIdLS &
T T UEF s, F ARS T F UES e Adgsta AddEn HE FUHHA F
A 8& 27] Bl &R 473 2 AL7l dREEoD dE S0, 3¥ R-1]AXXNFE 2
A Zled FAGLE &5 ZieiEeAqeAhs d&dAeeA)E TEE B,
AAEA A Z1eNT S A A7 8§34 "t FE}IAE AT AYAE
A3 F Ao ole ZleNEd7rt AEE wiy v Fest DAY FAE &
Aoz dAste Ao oz d& ZIeMEATFE MNIAE F UFd B8 FAEA
< HWE F A=F e Aot J¥A Fo2M FAL FAMYl =oHAZ, AFE
B s8&oz2 834 Hol FA AN 7HA7 FolAA Bo FLFHeE Je
dA] AY FAE T te4ES FAT olF I shedel weEr g 718 2As¢)
| Aot ®y ohyet Ade] FAFHT NG vl &o] FAHA olF ThA] AZ FE) w
2t 383 e A% A" dAE JHAA o

bl

7

X =

4 SENHO st XpMist HEE Dixit and Pindyck (1994)2l 3&, Merton (1990)2] 3%, Karatzas and
Shreve (1988) &=
5) Pennings and Lint (1997) & X
6 JIZAAES stE2nt™o st JHE 0] UXIGIE2 Black and Scholes (1973)0l MA|St S4714 9
ot A8 S0l =& L
7 UutHoR JlsMy SXHIEE A85 SXH 8o distol AYs FE2 0|0
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G —| V>K

Success +G - Spend K
R&D Stop V<K
m’ Zero G
= Save K
s Lose X = Lose X
- ; —
T=0 T=t1 T=t2
G:4M% 7%
X :R&D H| &
K: X2 H &
V: 83 sE9 #I}

(29 2-1] 9AE 7]& AT EXU9

olgld 2vA Zle ML FA ¥ HAFAHIIA, GOV (Growth Option Value)
£ Black and Scholes (1973)7} A A& Faju¢ F FA9 718323 o€ty 4] (2-1)
7 Zo] & F Uth

(2-1) GOV,= Ve ""N(h)—Ke "Nh—oV 09

714 TP Y e B 2o FYB.
= Z1Z2ALte) ZHx(vE 83 259 AR
K= %4 ¥&

r= 7] A|H
o= 7|ZA L] FRlES] HEE
n(VIK)+(r+1/26%r

oV 7

T

h=

N-)— BEF BFEES ¥4 %8 ¥4

A

)
oM MAE S M2 EY-&5Z7 2@ A FAISICH
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22 I &M (Option to Delay)

A AHAA W] FAAAH B Fugo]l AAHJT stHE AA 144
AZAHL 2 AHANA AWE 71ed, AZH G e 282 & Ao 279 49
b A gE A0l HUE Welx Fed, AGE EFLAdol A Fol dof
Aejehd, B84dde] ol Fx sad Fol FAE 7] Al FANHLE FE2
Aol nlgAsg. 2 vk Algd AYstnA ste AAVIGSe thd

B

}

32 o
e et

g
N

g
& Ao Ag AYY VWA o] & AP TFH 2L APNE FAE
4oz vgo] TAE £ AN S4E e F e EF(EG AP dF
198k2 X@dozn BYste &4dol HR & F A o8 Zol, A&l e} 71?3—"—
F2AE 471 & Jde A4S Vs AT, 28X RF FA4x ok oldd IA
Option to Delay, Option to Wait (McDonald and Siegel, 1986)!9), Timing Option(Kemna,
1993)7 Zo| o7 712 o) g2 EHHEH, ol FAE A7 + devt 74
AHE 7198 F devh o= AR FAE she Aol HAFHAYL ol AR F
Aol @0l 75317 W&ol

McDonald and Siegel (1986)= u|&] F=2jo] A (2-2)9]— 2L 9% 2449 GBME o}
293 ARSI, $2 vg By AXE £ 94 AR VE Ti 4539 £

718 7HAE 7184 7HA RE 781 4 (2-3)7% Zth

rR oxl
\I -lo

R

u

@2 L —(a—Dydt+odz

(2-3)  R=(Vx=D/(VIV¥%)?®
g7 mEvlEE o Zo] Fedrt

AN EARNR VS AHE, A ZAWAR VY 598 AFE

Vx= I(—)

b=(L %ot 4| Cate’~ 1) 242 02

‘a=r—D ,
r = Risk-free Interest Rate, D=X. ¥+ &

10 McDonald and Siegel (1986)0iA = Ol2f +2AM %I B8R £AYE0 &HE YIS =2s HEITY +
Re FAY B IO._“HJPXI (Net Present Value, 013t NPV)Jt HJIZH2| JHAl ol&tol & A=<l

2t =7] 71|2,'?JEH§ SAE 2o etlie Ag ZALL
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23 x7| M (Option to Abandon)

E7]134L McDonald and Siegel(1985) SFolA] A& AAIHALn, A& oHdo
Uit ALY ZledQd 28440 AR A 27 AL EVEta @AY ALE wjzd
S 2H olF AT £ YUY FUHHA £4S T HAME S F Ae dEyHgn
deld 4 vk okl [2” 2-2]9 ol 294 JeE TR B, 83 FAE
E7180E, iEE Ve AL vfZoluy goldAE FI A HAE AE F UA
ok gALAI o] A X7 FAL F§ AN fFEEd TFAH FHEA BY-&=
& ol &3t FE F U

£

-

o

G —| V3K

Success

+D = Spend K
e P
» Save K
= Lose X = Lose X
=Get S
.L : —
t=0 T=t1 T=t2
D: x7| M
X:R&DH| &, K: A& H| &
- S HAM IR
V:3#Z EEe 8}

(29 2-2] A4 7kx]o % 27] &4
0|2 wigto g I 7IX, AOVE FEHE 4] 2402 FojAd,
(2-4) AOV (S, Xpd=Se "N~ (d—oV 1)) — X ;N(— d)
o714 ¥ 2 gFEEE 3 Zo] Fo Hoh
S= Ht 7HA

X,— R&D vl &2 ®7}
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7 = Risk-free Interest Rate

In(X/S) +(r+1/20%)r
ot

dl':

Z'=t1

o= BAMA 58 EFA%

ay HelA AAG AMFE oW AP AF@DAMT £7] FAE AR

F ATn Rt FAE AT F e AP AV AHA len, I odde
obf wet®: HF{F AFAM AL YA F Adn Be Aol FAAFHo|H. T 7
+ 7 FAE ot A e WA =H9, ofdg 2L AFE FHA A
te @ & Atk "R vl ALY F 7EA, VIE 4 (259 22 i 89
(D=CF/V)& 22% GBMS w&nx 7/Hg3n 3 7HAE S, MF&S o7 3

ﬂflﬂl o

u

X7l |49 712 AV, 05 4 (2-6)% 2L &FE vE HEYY d2A FdEn. oY

3 gE nE WAL Bd.-&¢=2 2di o] Closed-Form & Fx Rdug £X 3

@5) 4 =(a—Dadr+odz
(2-6) —é 0*V?A yy+ (r—D)VA y— A .~ rA=0)
s.t. A(V,0) =max[S— V,0]
A(0.0)=
A(e0, =0

24 2A2|a M (Option to Switch)®»

2917 4 T 9% AN 7R WFA) W} v Bi AVE GE AR

11 Myers and Majd (1990) &=
12 A JtR| =5t &2 A (Stochastic Process)E WECHD JIAE % AL

13 Margrabe (1978) &=
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2 u8Y & e FY2 I F A4F ARV, 89 9w dAF &
217 4 (2-9)9 FE FH L f=23 gloH, o5 MFES 0,0 ,%E&ﬁl-’r—%— e°l 2t
|, 293 F49 7k SoveE 2 293 o] Foljth

@-7) —dVZ = adt+odz
(2-8) dSS & dt+d dz

(2-9) SOV(V, S, 7)= VN(d) — SN(d— sV 7)
A A A14E FdEuEE oS3 go] FoHr)

g=1n(V/S) +1/2s%z

sV T

s’=0g%+0 2—2p00

3. 5

o

SEXFPE LT

o

%

dgdez 7199 AL wole T4 % A9 Aol e ¥ Fele) AE
Aol EASA =5, Bk Aol 24 AE ABLAY AW 2IE S1A%

297+ Al a2 A8 etk 53], F A oY FHE FAY SAE
T, A AsAgo Qlate HA A(Y A 242 NE FHAEY THAES
deFd Y FHZE ofd A9 dEECEE oHd A EF¥ 4 (Compound
Option)8] 7}X1¥ 71 8o 2 Hrisfol o}

Kulatilaka(1995)= o459 HAEFHEC] EAE A 4T A3H4EL&S dAA
(substitutability)¥} 1 £+Ad(complementarity)©. 2 T3, A2 BIFA FHAEY AA 7t
Ae AEH 7HHe FEY ¢ 33, AR dAFHA FHAELS 2 vy Fede AE
B3| ATt 3 Lose(1998)2 thit o] 1=t AFGL2 AMFQ A2 AFAeE BF Aol 9
Ak B AsE FH H3 FL&3e FHY dFo] FYndte AL AFFPH,
Ao <tell AstA FH(Embedded Option)2] FAl= ZEAHE 743 & FA4AH7E 7hs4ol
NS B

2 3FoME WA g E54T )
IR E FIe FAE& Holi, ol VNteg JEFH B 4% 4% AF :4-29

o on

i
e
i
go
(L
:1_1,
HH
o
[
o
Je
bt
o
2es
ol
o

14 Trigeorgis (1996) ¥ Geske (1979) &=
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A A9 BF g4 X8 AAEIZ B

)
MR
Ml
it
gl

)_t.'-i'c__:l-
el =

(

3.1 Z(ZE)-

3 S ZMAHIRE S A8y 3t WX Black and Scholes (1973)9)) A
AN FFAT ETFHY /HEARE ] fEdte BIUIZ &z AR A At kA v
b4 G- 3 22 98 238 GBME wEaga rpgsta, At 98 $HA #E
B FE AV V), A 7S Keta & ®, 849 W7HA(n the money)E 7}
4 FETR XEHAol WrHA(n the money)S 7+ &L 42 4 (3-2)% 4 (3-3)2 Fo
Ty

d

(&

d ~ ~~
(3-1) I}" — di+odz . a—a—Ag=r—D
t

G2 P=pod(V2K)= [ AV VYdV=Nd— ol 919

(3-3) Pr=prob( V ,<K) = fo Kf( Vil V)dV,

=1—Md— oV ) =N—NMd—o' 7))

flol W7tA 8-S T3 A WiHE Zldghe 3 A9 WoHE sdgn
& 7ehE 7z 4 G- A @-5)0] He, wEA e Fo HEF g 3
2 frEdd 244% FEAY NS TR 3G 4 G-0F% 4 3-DF 2k
G4 ELVIVEKpod(V 2K)= [ VAV V)dV,=Vie"Nd)
(3-5) E VIV <Klprob(V <K)= fOKVJ( Vil VdV,=Vie"N(—d)

36 Co(Ve.E=e ™[ (Vi KAV IVYAV = Vo M)~ Ke "Nid—oV 7)

G7) PV, Kd=e ‘"fOK(K— VIAVIVYAV,

15 Abet JLAIDF GBME WEW O Z203tel #9489 45 gse dn 8X8 WEN #HCLL

16 V,2K 2 Z=29 Jluat

17 VK 329 2l

18 280M FOHT HE A28 JtXle ALt JiXQ @ADHE 0| E2tE 2 JIZN22 (3-6), B-7)

- ~
o E2 £E Y

i<
o
\d
>
o
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=Ke "N(—(d—oV D) — V ,N(— d)

23§49 /NG TIHE PUE $H £2¢ 9Y R4 AN Take U
2 Wge BAHoE ANk meb t AFAAY AL JHA, Vel wsl 42 gab
HHoz K ER JHAE § §4S 2% A%, @4 FeAol YAHA dE Bl
4 EFgH0l WAAY BE, P, $A FEAT A9 Bgdol B WHHY

%8 Pr. & TIE A4 4 397 4 392 FojAh

(3-8) PT'L=lf:N(d2)f( Vil Vadv,
= [ [ AVAVIAV )aVedV, = Bldy,dy; 0)
V=* [<]
(9 Pri=[ [ AVIVIAV)AV.EV,=B(—dy,dy—0)
A Aol AHEE 7 HejulEig Wt e go] oW

¥ = Risk-free Interest Rate

In(V/K) + (r+1/26%7,
d1= Ty
d2=d1*0\/?2
dye= 1n<V/V*>:V<Tr+1/2<’Z)“ (V& BRG] FAHS] A JA AA 1)
1
d2*=d1*_0\/—7_1

N(-) = (Univariate) £& AFEX +3 &§§ 3=
M(a,b,;p)= Bivariate A £X°] +3& &§ 3

& 789 4 G-1DF 2ok
G100 [ VNEIRVIVIAY = Voe Bld,*,d),0)

19 Second Call Option 2+X|J} 2t 2% AlE $ deocg (V) —Kx=() 8 E0AM 2" £
AL
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(3-11) ELVAV,sVIPri= [ VNADAV IV,

= VoeﬂB(_dl*sdl; “P)

22 ez vi>v+d Zd@gE 33 F A9 idi@dd ks 7IE 7
7 A 3-12)% (3-13)% 2o
(3-12) e_”‘F\O[Cl(VLK;tZ—tl)IVIZVl*]P—;-,L
=e " [ ClVL Kt tDAVAVAV)

=V, B(d,*,d; p)—Ke "B(dy*,ds;p)

(3-13) e TTENC VKt~ t NV SV #]Pr
-t Vs
=e fo Ci(V,Kt,—tDAV |Vy)dV,

= VoB(d,*,d,;0)—Ke "B(—dy*,ds; —p)

of A7HE vtz FEH-FSHY BF {49 AN ESH-FeH BY §
B ANE 22 4 (-14)8 (192 FolTh)

(3-14) CC=C(C\(V,Kt,—t),Et)

e_mfv*[C1(Vl,K;tz"tl)“'E]f(VIIVO)dVI

=[VoB(—d*,d;0)— Ke "B(dy*,d ;01— Ee” "'N(d,*)

(3-15) PC=P(C,(V,Kity—t,),Ety)

-, v
e fo [E—C(V,Kt;—t IRV IV)dV,

=Ee_ﬂ'N(—d2*)—[ VoB(’dl*,dl; —P)—KG—HZB(_dz*,dz; —p)]

32 AMZA %

o o

1o

=4

ol o] [Z2¥ 3-1]5% Zo] R&D-3&3-49 384 Jlg Nd FA¢e BAee 2

20 Geske, R. (1979) &=
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A EAbN A4HAY 9 4% SHERS ST £ glon, ta BeF e
23 4% gARgoz Hrlslelol gk,

G’(V>K) ME)
G/y >
Success +G = Spend K T M (0)
R&D Stop
. <
Failure~ Zero G V<K
Save K
= Lose X = Lose X
1:|= T|'-'t1 T=t, ;t;,

HE M, G EHHESH M i FYL
:RE&D H| R, K: X2 H|& L : LML

: YA TER|

83 BB ¥}

<OXE o

[1¥ 3-1] R&D-F-E-31-44F 384 7le AL TR

Aol @A FAQlE () AYHE A2 A7 FA APIA AL £2 AL
29 4FgHol EASE, @ AL B4 AMNN F¥ TR APz AR 4o
FA0) Uehte 2% 4% §40] Yehdth olgie 29 24 849 WA A3 wat
T §40 WA A £ Qe A9V WKL, A 49 A 4RE T g4
o 7HAel s BAHADR B 43 §49 ANE ved T AR 49 Fo)
Mgt ¥ $4 Y 45 HEe AW BF g4 7HNE Fatelop B

g EdYsy) A, WA R WA 4% §4L C T WA 4% g4L s o
" Col /X 9A 234 e B &4 7H7 ol sol WAl o Rl o 2
3sE BE ¢49 ANE 4 1602 FoiHth

(3-16) GOV (F,7)=Fe ""M(k, Ip)

9 Hol ALEEE HulEe WsE e go] Rel =t
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F= 3% % w8 934D 74
K= % %2 8%
K'= 483 /Ne 52 v§

¥ = Risk-free Intersest Rate

p— (FIK) +1/20%

T

p=DEEIEI0C (pre gggdel WA A% A AAM)

N(-) = (Univariate) & A7 EXY +3 & &5
M(a, b,;0)= Bivariate A7+ X9 +3 &§ 34

(F% 393 o] 242 ash bolm FBAFT o= )

33 E/H-2903F 49 =

i

=4

g ugoz A% 294 §49) BYEH HNE Foa BE, 29
A FAd g 348 A C(S(V ., I,7),E;c’) © 4 (-1 Fo4.

3-17) C(S(V,IL0),E,)=[VB(d*,d,,0)— IB(dy*,d4, p)] — EN(d 3*)

A714 7 WsE e 2.

C(S(V.,I,r),Ec)=E84-293 49 349 71A).

E = 2717} ¢ Q E2349 YA 714

S(V.I.z) @717} ¢ olx, &A AN & v & I 9 98 A2e 1@
A (FBASFIE o T ALY BEUAIL )

o
H
2
=
-]
o

21 Second Call Option JtXI7} 2 3% AMNE ¢ U=z z

% UCh,
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In (R)+%szr

|4 , ,
d,= e s do=di—sV 1, R=—F, 2=¢%4+ 6 2 —2p00
In ( }ée*)+—%szr' =
d = v , dy=d\=sV T, o=\ 2

4. AT A2 AT

HESH 7FXH7IHES ol &8 7|&E9 dF AHHE A¥H Y, Ottoo(1998)= R&D
F &9l g mEaTE 713l A 3 3K(Biotechnology) WX 9] 719 7M1 &
AR FA A H7F 28-S o] &3l BAEH 2.0, Schwartz and Moon(2000)-& = 5 A 3
o F7HE oz HPvHE FHF H FV] 4 AAHIE EFE opuERF
(Amazon.com)®] 7|9 7}XE ZA 3Gl Herath and Park(1999)= GilletteA}2] MACH 3
BEr] Z2AEd ANE 4REA AW 2R olgate] BARALH, Kumm
and Rolle(199) JEHHEHE ol8ate] FEDu Ponabe] FAet 2 AN 5
¢ 49 AHES AR Y, Jhle(1999)2 71 FA 71 @AE Yle A 2
o4 QolAE 4 7119 DCFE B3 AolAe A vmstel 2 dolge 243
AT 9k Zol A ZHA BrE /1HL 71 7HR BHIF B ooty A7 ZEAHEQ
7HAHE, 714 AE A B4 5 oS3 Bopol 853 9ok
B dFe AN 2 AESA JHAEIIRR el AA Z147HA Bt A%Al
88 F QEAE A skl A IT WA 1Y ANE ARSI, of Al
FAA YAl QA IT WA s1go] 1A & A 4% §4F 293 g0l A
Holslthn Apgsel, 33-lM aAE BEH-29FHY BREH AAWATIE
ol &3t 7147t & HFH FEAAHS B3

22 E=gql, Rx*N(d(R¥))— N(d,(R¥))=¢g & S8l R*S &L}
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41 FHAE 7Y A2

Arbe BUEHAM AFdA ADSL $9 24%3 §F vEHAE AZAE §
Al o] E 9] o] (Residential Gateway, ©]3} RG)E =& A ZHGH o). oju] JidE & HEHA
712l PLC2), HomePNA20E S #4 WEHD 7i¢d dg IHae Sdstgon, 7)
o H9H B §4 7€ DAY} GAE ANAFES 439 Owt DA 7)%o)
A% EAY fEd T4 & WENR 71¢e RIS 98 BRF2 2 FHAEEE
802.11b) 71%€ F& A2 71%< Agel FFs 2y B MEHF Roke 7
& EZo| olF RFHoA F& 71¢y BRAYo) Wl$ 2 Ropolmg, ¥ slewe A
Bale} Auald vlge] olF Y AP $Y & Ak AxE olHF APE F s}
71 91 AFS) LES AN AT Uk ek AMbE BAA FA0E Jee A
35, RGS) RESE £ ESLF229 Jlg BEF $30] U WA 44 s
& AES ST ole e FHA J1&T BEFE2 Ve 0BY $ YE 293¢
4e 23 e Aa $Yaid

E3 20039 ol F F WENF A% 43T v F43) 4 GFd Adx
Bol AFg tivlstel, A RG Az BjF2x) 431 RGE 8 2F 71719 9 %

& oz & £ZEdo] ol Fr1Ho 2N AHHAUE REe 3}

g A%g 231 Yo, F3Ho2 AJEMlE Set-Top Box HE|E 3t FAIbl(Home
Server, o|3} HS) AZo29 #3¢ =A% ok WA AXME RG A% HS A%
7o) Mg AFgAL 7HA T Aok

olele) 1Y [4-11¢ B3t ANt FF 3dAAL TAAYLS WA Yeh)
Atk el AFE A BHE S0 tste e A et 2ok

1) A4 VEY= 7 LS 53 RGO HF A3 |4
(2) 2002'ad 790l AYEo] U= Set-top Box 71E Y FAZ HS A)Foze Y
of g A4 &4

(3) RG % HS A% ZZd A FAA3% EFFL 7 dig 293 ¥4

r U

aH B2 AXFY] 714 7HR, AFVE A -DAYE RG A1F] A-2903 BFIA,

23 2 Eol MEEN Us AMY TS L SX BN WSS AN EMEK s A Ay
£ viegtez s HY,

24 JIHUY 2E JJIE UWEYTS slozH % MO R HE REE IS ots Js

25 HYME 0|88 & UENH J=

2 MsiMe 0|28t & EYY &

27 Jl& EZO ot W MEUS PEUS DYHOSM @ UE U g s ZXo st AN
MXe 4 QYom, wat o Lot ASEE Je MO UE 0|8 YIY0ISL IsME Ao
= 4 Ao}
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RGGSOWResidential Gateway Growth-Switching Option Value)9} HS A)Z o] AAA-A93A &

A HSGSOWVHome Server Growth-Switching Option Value)?] o2 Aajd 4 it}.28)

4-1) AFV=RGGSOV+ HSGSOV

RG Production Bluetooth HS & RG
i Home Server H
A RG Production Wireless HS & RG
Wireless R&D STB R&D :
Bluetooth R&D

Blutooth RG
RG Production

[Z9 4-1] 7133 IT A7 AALY] @A 7l AL T4 2 A §4

42 BN XE L 7}H29)

MEANA AFIFRARCl AESFAHY 7HXHIPH S o] 837 Al e 72ALNY &
EHRAY g FHol /3t B AFAMT N12A, F uY dEdEY FERF
o] GBMo|1 7}H3t o, GBMS| Hatv|E FolA AFES A5 AA AEd ] Al
2o BFEEZNEH FAHNULY, #FEY A Z2HY VEHI HdAESY FHAs |
3ol 3 A AE As52HE JLEFAAY (Maximum Likelihood Estimation)e 2 333
. GBM9] 7% && UEFrl EaXw EXolBE gl did FPX = 2
(4-2)7} Zo] Loyt

28 = =8 BMo 45 B HobI| Yo BMU AN H IIX BIEUS Iz AR H
ol5tol JI& AAbE E2ACL WM DEE § =8 SMo so@ JIY JIXI Holg £ UCk
20 AR JI2OIR 2M2 B HRE IS 0B KB, NERS 05 A2, BitsiAe] MSHE, Y
CEOE HIZ&H ZYAM AEIR XZ, JISHLINA AHY AZ SB AB50{0} sir), 2 =

dAE BMS 91510 AR RAIBE IHFSHAUCH



~ 1 S ~_ 1 S o
@) =k RS, Pk R ng-w?

@714 S& 27} he ARHAE u@)

Mo E <41>& A (-DE o3l RG AF B HS AF Zzte] st 74

A3k BER2 1eYA ASEY vy cjdd) FEFYY E4ES 29 Ao WS
el 2go] A48 FeAnE Y e Uehd ol

<E 4-1> RG A3} HS A% 2|9 wetue g

RG A HS A
AN 71 EFFE2 VE | FAE Ve BEEREX Ve
A A F CHA AE A A E g2 A E
4 AZE 2%, 1% 10% 5%
4 HEE 24.70% ' 29.64%D 24.70% 29.64%
z27] & 3.09¢ 1599 1.09¢ 05919
ol =t o) 06
7hdv) & v & :
FAgelx-&D 4%
d4dz3 A& 40%

43 =4 Z37

A9t 2ol AALe] 71 IH9 Ved, A9 FEE EHEY AL ARE o &F
B HrEFES 10008 Ag3AFzE BEHIIERZ AlEFHo|A (Monte Carlo
Simulation)g & Z3 g3 o] 7IGrtA 2 HFH B AHE BAE & Y.

43.1 71471 &4

tgo <E 42> UEhiEo] RG AFIH 293 #4¢ T &1 RG
AREATE BrrE AR AR et A1Q7HAE o 94 29 g 2
W14 39 g E Jelgon, drRe B¢ NPVE o8 yehdch a2y 2993
49 7HAE ¥ A% 719 7HE o 3l FAEE JHXT) sty AR W

slo we} of 2w 24 47 oA 1 19 84 5T @Y Ale|2 el
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<® 42> FACIESN O] AR He) 4 4R S NPV

Jul-02

Oct-02

Dec-02

Aug-02 ;| Sep02

. Nov-02

459
324
439
442
441
11858 400
Without Aug-02 Sep-02 Oct-02 Nov-ﬂg Dec-02
Option to 140 92 112 13 140
Switch .57 -41 <23 -117 19
<E 43> FT M AlFAMY A 7EX|9F NPV
$10000 | Mar03 Apr03 May-03 . Jwn03 = Jul03 = Aug03
 Apr03 | 1794 !
May03 | 1963 1720 = |
 Jm03 | 2125 182 196 0
Ju03 | 2838 - 1710 1770 | 1654
Avg03 [ 1952 1464 1340 | 158 1384
Sep03 | 1939 187 1666 2181 1178 1624
Oct-03 1781 . 2288 132 | 1301 900 | 1012
Nov-03 | 1851 2109 979 1601 | 1093 1208
- Dec03 | 1695 - 1680 2 120 1565 746
Jan0d | 2411 1346 13 | 1138 | 1306 - 1090
Without $10000 | Mar03  Apr03 May03  Jund3  Jul03  Aug03
Option to Growth | o6 sm 519 an 444 465
Switch Option {255
NPV 117 213 204 206 221 305

w AR E, <R 4-3>Z BH,

HS AgolMe 2918 g4& 1A

oro
S

(o)
76-]—1_5

AAEA ARNE YA Dt 4u 44 4T DA 59 74 67 e AlolZ e}
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3, o] W NPVE 4 $4 749l 50% of Bdsich 2 294 49 g
uG Be, 719 e 24 ol F7ste) 79 44 6% Dol 24 89 34] 8% A
=2 vehg.

geb] NPVEEOE J14 XS Uehd A 2A A%7t8 & den 388 A
gAY AR Erl%E B9 28 BT & Atk BS 44 B4 29 E4d oe
Solgo) 9% g4 A0S ARG AT, 719D AN ARE AW L F Aee B

o},

£
N

432 A B A1H 2430

2 AdAMe Agd FANFES H3AA A9 797 Jdr) HEE de
HA F2AAE AABAE A, RG 43EHY PAAHo] ArlolAY AZE RGY &
B B2 A 20024 7494 2ol 20029 12474 RGE FAdo ke ZHO
2 HEon, RG 293 $4L& ¢ F UiYd F58 dA) sbesida 713 sn.
3 AR < 4494 JdEhgRo] 2002€ 119 RGE FAHete 20033 796 294
SRS PAT A 97K E Hd 1 19 84 s 28 IE= Yehdoh

HS AR&A9 AAHL A8 Agd FAAIEA 20039 3€'914 Rolx 2003
d 87k Aguag Fisiol Jte RAOE R, HS 29% 4L 99 nhd
THIZ 2 F URE FRE AL JhsEitkn MRSt 1 A FFEA4AHLe
Aghabs el 3¢ A A 20033 3¥€oln, 243 4L 20039 790t} o]
o] 7147tA= 24 89 34 8¢ g8 FA=FE EAHIT

oA A 7197 44 24 3T 28 AxEA B AEe WAY w8
4 AYdE FAMOZ HUI A4 34 49 74 47 28 FxEY 59 sy 99
Az 2 F784 9.

30 AAY) B2 2&3SHModularity)oll st ~93 M
31 2 HolM MAS FX NE R IR E JHEeL Mui20 2HEt ZHoleE
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NPVl g 94 A FAAGOR B A9 - 64 3% AN HF TR
ARz HrAEA W - 64 Gelz oF 64 2% sH TAVF Z7skA Bk

<E 44> A7 o] GE NPV, A SATH, BHLA 71

Market | ; Growth Option | Growth Option
S ¢ | Time NPV | Without Option | With Option to
cgment | | to Switch Switch
RG Market . Jul-02 | -179.6 ' 1897 | 6358
Pl dP d ti U A . 5 - ; —
AMeCTIOCUCUON | HS Market ' Mar-03 | 1166 | 5757 . 28385
Investment . e ‘ -

Total Valu <l e 7684 , -
RG Market Nov-02 | -1172 | 2125 11854
ptimal Production | v/ ket Mar03 | 1166 = 5757 2838.5
Investment e —— :
ta‘l\’Valuep“ ,,,,,,,,,,, 4 *,0.6 ,,,,,,,,,,,,,,,, 788-3 . 4023'9
‘Market Segment Timi
Planned Production| RGMarket  gopgy
Investrmnt ]‘[S Market J li-03
Optimal Production RG,M?Mt _Ju3 |
Investment HS Market Ju03

oldel Wee weo Ane Had, gL 2t

2R, Arte] AYR B2 AA stolA AL 71 AN} AH B2 Y sholH @
e 7Y 7S Maste] Be w, 4TE A7 2R & £ Aok ojE 7Y
Bed 4B AMAES Bt MU /0t AsEe deEhlE Aoz, vy
=2 A AdEg A ATLH ATHL 5o AFHoln AAHY WEoE 7Y
o] AWG BHAYL AT & AL L nHTh
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43 BIZE EA32)

£ AdMe Mgt 24273 A EE dotry] Astd F33 gEulEy %
ol A 95 E 2498 AA8AH. M 78 ZE AHY BE 4 /HHE 12
F1, F3E g EY PR "5TE £ 10 % @3 w3 A4 L o= Zx
sat=A T IRAVIAZ, ZE A NPV HE HAE 12 53, 2 dgFe
3

E

v rE

stpen, da7t &9 g€ /M A4 e AdE ®ASA thek NPV
T oWERel &9 gk A WL @ JHAEE I WEFd gode ddHes &
&g AYUE §4 7tXRg 34 Jehvda gl

l

ot

<E 4-5> A& Hge] BE {4 79 NPVE 74X w3}

21-8-(40%) 20% 30% 36% 44% 50% 60%
RG =4 7 1.655 1.313 1.095 0.978 0.843 0.598
NPV 3.395 2.340 1.468 0.681 0.626 0.576

HS 4 7HA 1.862 1.758 1.108 0.761 0.750 0.490
NPV 35.42 11.95 3.738 0.772 0.472 0.479

<E 46> 71N S W& Wsol BE $4 73S NPV 71X wal

7hiEl & HlE q (0.6) 0.5 0.54 0.66 0.7
RG 4 7HH 0.888 0.936 1.019 0.838
NPV 1.069 3.109 1.376 0.643

Hs 4 7k 1.061 1.128 0.948 1.034
NPV 13.21 3.96 0.450 0.430

9] <E 4-5>014 HolE B 10% AN §4 AAE o 10% =
Wl Aotk NPVel A9 30% o4 wMalg AxE o uzd Aoz yeht
T8 gge] ¥sES o 2 AL WE NPVel Fto] © A WEHAT. <F
46504 ANH e 60%2 FHP bl WG vlge) NPT BANNE 10% ko]
4 7HE % Wole] ¥EE Rgou NPVel A$ 30% olde] WaE nT. B3,

32 2HIEE EMUM= MY 98 LI HS24E Ho WL Tiefole] vsiel AstiiM 2 A
QIXl, O3 Y5 A#Al LIEILle MM & X 2SI S0 2 AFZMME 1000
o Y=g Adg stgeLt, YO O MHEs QAT £XB Y] M= v=E34E SN A
0] BI&ZGICE &2 2AdZ M KAHE vIEXOoB AYE £ O HRUs 78 AR0E 20 A
Bt Y8 S £ U2 Zolch

33 20 FEgs UAE BM2 MEI YHES HIEE H2iojeY HANHOR HE JissE Wy
(plausible range)E 7o6t1, TIZI0IEJF O Y9 WA HEE 0 BMEN=E e B35 HE=EJIE

Lietll & 220ICt.
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7}%31%01 wolA= F-¢, NPVQI 377 FEHAA Yee.
wh2hA f.% OM b8 \l§ Hlgo] BA FAHHE AL —‘%’—*—*.éﬁrﬂ AAZIA BT =2
veld $ £ 9u3hn, NPV E4 A O%EE}E SHLE A& FHo] By &
7}2 Bz} aufs AL F UASE ¢ F %1\3}.

< 4-7> FAA HEAY M) wE §A 7HX 9 NPV 73] ¥ g

AW WEA(24.7%) 20% 22.3% 27.1% 30%
RG &4 7 0.598 0.961 1.08 137
NPV 0.610 0.844 1.027 0.931
s &A 7} 0.876 1.098 1.153 1.848
NPV 0.666 0977 1.006 2.070

<E 48> T2 WEA WSt B $4 7H% NPV 7hA s

B2E A BEA(1.2%24.7%) 1 1.1 1.3

RG A 7HA| 0.965 0.902 1.18
NPV 0.947 0.997 0.794

HS LA 713 0.921 1.042 0.883
NPV 1.040 1.994 1.675

<E 4-7>7 <B 4-8>9A YetgRo] 7t ZHAFY EFFE2] WFAY 10% ¥l
A &4 71X9 NPVE 25 10% W99 #alE Rolxm ). Ed HEA
Wage ot SH8E ASdE 237 7Fx e Wl AUHog FHo gojr HoFE
gAgolvt 7HANE HI&e] Aerg d As og vEY.

Ef}%, ol2FRo g $A JIXE ng 7|2AM £ WEHoZRE sty
F Jlenz A 7]'"]‘” ol v gl 7P Nad Ao ddHAey “17‘*5
24 27 d54L 34 7HAA ety atA g FA Ao ole FHE ¥

HEYz &9 MEA0] 20%7 YE & FolenE g4 AN WEA W]

AdH o2 AA w3 Aol & 5 o

<E 49> RG AFo1AS] 4 4BE Wstol 42 4 71X NPV 71X W3
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oA 9ARAE (2%) 1% 1.8% 2.2% 3%

RG &4 714 0.59 0.849 0.910 1.56
NPV 3.89 1.186 0.677 0.718

222 943E(1%) 0.5% 0.8% 1.2% 2%
RG &M 714 1.10 1.065 0.960 1.562
NPV 0.879 0.858 0.995 0.995

<} 4-10> HS AJZdA 2 4 JZE wgd g& 4 742 NPV 7px] 3}

FAd 44FE (10%) 5% 8% 12% 15%
HS A 71X 0.124 0.517 2.487 6.985
NPV 0.163 0.867 5.244 45.08
B2E 2 ARLE(%) 3% 4.5% 5.5% 8%
Hs $A 71K 1.204 1.175 0.916 0.609
NPV 1.061 0.590 1.561 1.309

<E 411> RG APolNe) 27 Wz dsle) BE §4 71X NPVS 7% W)

AW 27)0&9(GY) 29 279 3.39 49
RG &4 71 0.274 0.810 1.119 1.554
NPV 2.225 0.969 0.877 0.758

E2E2 27|dE9(1.59) 19 1359 1.65% 29
RG &4 71X 1.168 1.101 0.893 0.709
NPV 1.121 0.934 0.971 1.059

<E 412> HS AR MY 27 WEed Wad BE $4 71318 NPVE 744 Wg

FAA 27|l EA(19) 0.5 0.99 1.19} 29
LA 713 0.434 1.098 1.074 2388

HS NPV 1.069 1.55 2.02 3.758
22exA 270 &90.59) 039 0459 0.559 0.89]
&AM 713 1.221 0.9549 1.072 1.065

HS NPV 0.492 1.501 0.242 2476

<E 4-9>, <¥ 4-10>, <X 4-11>, <¥ 4-12>9 4 Bd, 27 &z 99 4F59
H3sldl A= HS A& grol RG AlFd MY ghit o ¥zd Aoz Jeygoen, 3
EL o gdgnEe gol 2 A 2 ddge] o & oz Yeiyny. oA e
oy FAX7L A B2 3 HU1E vHAY 8P & 9% S 7 F I+ ¢
F Utk 2HlE SAVIAE 471 YA e wed, €8 AP EY FEF o] HYH
ojo} 3},

29 [2¥ 43]3% [2Y 4415 2F QoA A2E HeEnE gES 4 10%
N3 AAE W RG A& HS AjZdAe §4 7HX] W3E Jeld Aot A3 §4
of uigl wsA wgEe gHetvEE G2A deged, FAR9] 7] wEdd o
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< M HL UREE UEY. B2 AR d YFEA et RG Al A9
AL M 9L RIAEE Kol o, HS AFe AL 7 RgsA wt
S S-S & F Uk WA G AFM e FA HHE SHY FF, RG AR
AMe FAYE 27 wed, EFFE AT 22 JerEY dAdd, HS ARAAE
FAA 44878, €& 28 gvH AR B AFE Vlsjor & Ao+ U
4 23, NPV Harh &3 7Hd 8§ B & 2o W&z 84 A A

S g AR, §4 AHE olo) Hla WFHIY £ Fxo] O NPF AL L F I
o £@ WEA Ast] thste HS G A7 RG AN Bk 4oHos Ugd
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SHHE IT HA 7|l g ZFAH7PEE ] YL S8 IT 7IedA S
A ZAAM AH3etAl B2 BEF 3o, IT WA 7199 Fdol &45d7 A
ZleNEe F2S woli, /MErled AFHES o 7ML IS
S/ 2 Ewol gu wWEkAM IT 7led ddE @559 A=y RAPA &
AN IT 71efixSe] SutaA 7HAE B7hEs F A ESS AFAIES
kstojo}p gt
2 d7e 233 AANA ZIde] M7 vy 55 EZ R
ooty 7Y TR YA, V1€, 293 54 BHNstd 4L
7HA 2 e HE aFsHY "IN 2 gL
AB7pES o188t IT WX 7|48 7HXF7tRy-S AAe
FAAGL Welle BH714e) F4A 4FFA83 1T 71€8 54U AFY 28 9
& 293 FAdo] EAT & S TS AS JEE J19 AuE 8t Z147t
AB7F 4 2 HEF FAAHA A AAHEE AASAT AEEe 35 7199 £/
AZgUele 278 olde g4 S0 TAM AT Beol2z2 F4%Y F5AES
T B S JHAHIL FE o] &-shodof s, E'}‘?Jf F 7HA g4 oA g
FAL BHE B WA 7147 2 45E A & 5 UG 39, AEEA AL
A2 719 7AAE7E 53 oldox 7194y JHAE HA=E olEode HF FA A
o AR 2o, En U2 Y AFE olFod F Uthe HelA Ye2x I W
29 &8o] 7ksd otk
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ABSTRACT

Hyun-Jung Lee, Jong-Wook Jeong, Jeong-Dong Lee and Tai-Yoo Kim

Techno-Economics and Policy Program
Seoul National University

* Corresponding author (hjlee938@plazal.snu.ac.kr)

In this paper, we propose the valuation frame of the IT(Information Technology)
ventures using ROV(Real Options Valuation) model. Generally, ROV can comprises the
traditional valuation method such as DCF(Discounted Cash Flow), which can measure only the
tangible value of a firm from the expected future earnings, in that ROV can additionally
measure the intangible value such as the strategic value of a firm in the uncertain
environment.

We set up the hypothetic IT venture future investment plan and assume that there are a
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growth option and a switching option consequently along the investment time horizon, which
are caused by each characteristics of ventures and IT technologies, especially modularity. In
the case that there are several embedded real options in the firm's investment plan in a row,
we should apply the compound option pricing model as a real option valuation model in
order to consider the value interaction between real options. In an addition, we present the
results of optimal investment timing analysis using real options approach and compare them.

with those of the original assumed investment timing.
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From the results of hypothetic IT venture valuation analysis, we found that firstly, by moving
the original investment timing into optimal solution, the firm's value can increase by an about
30% maximumly. Secondly, the IT venture's value might be undervalued when we use only
discounted cash flow methods for NPV or omit the value of switching options for the value

of modularity, whose ad hoc value forms over 50% of the entire firm's value.
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