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Study on the investment decision about optimal renting-selling conversion of
individual real estate in real options’ framework
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Abstract: Existing research regarding real estate investment in real options’ framework usually focused on
modeling of the developers instead of the individual investors. In this paper, we investigate the renting-selling
conversion problem under the general assumption that rental stream and price of real estate follow a continuous-
ly stochastic process, and solve the problem using the stopping time approach with a series of conclusions. We
simultaneously make analysis of the first passage time and the comparative static, and give economic explana-
tion and policy implication of the results.

Key words: individual real estate; investment decision; optimal timing; renting-selling conversion;
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