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Analysis on Real Option of Investment under Incomplete Information
LUO Hua , SI Di
(School of Sciences, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: In allusion to the pricing problem of real option of investment under incomplete information,
this paper uses observable cash flow produced in the process of investment to measure incomplete informa-
tion and describes it as mean reversion process; integrates information model into unobservable asset value
model through non-linear filtering theory and obtains the random expression of predictive value condition
estimate of project investment; deduces partial differential equation met by the price of real option accord-
ing to Ito lemma; obtains numerical solution based on the actual background, applies it to the calculation
and analysis of the value of real option and helps investors to make the optimal investment decisions.
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