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An application of option games theory ininvestment under uncertainty
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2. Fudan University , Shanghai 200433, China)

Abstract The theory of option games is a powerful tool in to dealing with investment under uncertainty and competi-

tion, A model of duopoly under uncertainty was formed. The values o the two firms were calculated by real option
methods , the possible equilibriums was checked and the optimal investment rules of the two firms was determined. The
results showed that the two firms’ strategies were to be the leader, the follower or to be indifferent in the two roles,
whichwere based on the value of stochastic factor that affected the demand of the product. Only if the value o

stochastic factor became very large, simultaneous investment would be the two firms’ optimal decision.
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Tablel Two firms optimal strategies when consdering games
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