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A Study on the Option Value of Strategic
Investment of Multinational Enterprises
under Exchange Rate Fluctuation

FANG Shi-jian, QIN Zheng-yun, MIAQO Bai-qi

(School of Management, USTC, Hefei 230026, China)

Abstract: Multinational enterprises may carry out the best deployment of
resources in the sphere of the whole world,in order to actualize strategic ad-
justment of inter-zone production and distribution. It can utilize the fluctua-
tion of exchange rate to produce strategic investment flexibility, and obtain
flexibility option. This paper mainly discusses the pricing method for flexi-
bility option of multinational enterprises’ strategic investment under uncer-
tain risk of exchange rate through modeling the movement process of ex-
change rate as a simple Geometry Brown movement. It also analyzes the in-
fluencing factors of option value combining with some specific examples, and
puts forward some enlightenment {inally.

Key words: multinational enterprises; strategic investment; exchange

rate fluctuation; flexibility option (FEmE BA—rH)
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