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Real Option, Binomial Model and Financial Structure

——A Research on Financing Decision for Start-up Firm in Uncertainty

LI Yan,LIU Dan

(School o f Business Management , Renmin University of China ,Beijing 100872 ,China)

Abstract; Real option is widely applicable in investment decision and it also plays an im-
portant role in financing decision. The paper expounds the application of real option in the fi-
nancing decision of start-up firms in uncertainty on the theoretical basis of risk-neutral pricing
approach and binomial model.

Key words: real option;risk-neutral pricing approach; binomial model;financial structure
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