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The valuation of mineral exploration transfer based on
the binomial real options

LEI Hanyun
(Finance School of Xinjiang University of Finance & Economics, Urumgqi 830012,China)

Abstract: Real options valuation (ROV) method is a very valuable method for optimal investment decisions under
conditions of uncertainty, but it has been used for the practical application of the mining industry slowly because of its
complex calculations. With the development of binomial grid method, it is simplified and has been applied to daily
financial evaluation and decision-making under conditions of uncertainty in recent years. We use the binomial method
and risk-neutral probability to calculate each of option value of the assets on the acquirer’s equity interest in the project,
by an example How to Transfer Agreement by prospecting complex as a series of successive instances of real options to
estimate their value. Our purpose is to provide a new perspective for assessing more complex transfer agreement in
continuous time compound real option.

Key Words: exploration transfer; real options; binomial grid method; net present value method; calculation of

risk-neutral probability; option value
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