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Fig.2 The average crude oil price of West Texas quarterly
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Table 1 The forecast table of annual cash flow in production stage
i 1 2 3 4 5 6 7 8
3332 3 647 3 954 4192 4 344 3 604 2 967 2 447
1111 1216 1318 1 397 1 448 1 201 989 816
i 9 10 11 12 13 14 15
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Table 2 The yearly value of production option
i 1 2 3 4 5 6 7 8
V.(P; C,) 1298 1421 1541 1 634 1 693 1 405 1156 954
i 9 10 11 12 13 14 15
Vi(P; C) 773 627 507 411 333 270 219
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Fig.7 The value under different investment and income
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An investment evaluation model for natural resource development project un—
der multiple uncertainties

HE Mu-wen LIU Jindan GAO Qi-te

College of Management and Economices Tianjin University Tianjin 300072 China

Abstract: This paper focuses on the investment valuation of natural resource development projects under uncer—
tainties of cash inflows development costs and operating costs. On the basis of existing real option investment
valuation models with the management flexibilities of both postponing the investment decision and stopping the
production in the production process considered a real option valuation model on natural resource development
projects with multiply uncertainties is established. An analytic solution of the model are also provided through
applying the price principles such as exchange option and martingale process and the main parameters are
statically analyzed based on a real example of crude-oil development project in China.

Key words: investment valuation; real options; uncertainty; natural resource development



