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Among a variety of models proposed by so far to calculate the real options value when the investment decision
about the underlying project may be delayed, the Black-Scholes and the binomial lattice models have been
widely used and discussed by academics and practitioners. However these two models do not provide us with
intuition into how it is constructed and what it does really mean. In this paper, we will therefore explore its
components and practically more intuitive meaning. With the components explored, we developed the
mathematical model to calculate the real options value and thus strategic net present value, based on the
opportunity cost concept, for which the investment decision about the underlying project is postponed by one
year. We will finally present a short illustrative example for readers better understanding on the model proposed
in the paper.
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