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Abstract

Managers usually apply classical methods such as current net value in investment analysis. In these
methods, definite and fixed values are used for the estimation of the project cost. However, it seems
that the assumption is not very accurate because of the current uncertainty in the real world. One of
the compatible and flexible methods to answer this kind of uncertainty is real option approach. This
method provides various suggestions for managers. This paper has investigated a three-step
investment on a chemical product. In this case, the real option approach, which is mainly project
development, is equal to American call option. Finally, with the assumption of being a successful
approach, its details about cost calculation are studied.

Keywords: Real options; Investment analysis; American call option; Chemical product
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