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This work presents the application of the Monte Carlo Simulation method and the
Decision Tree Analysis approach when dealing with the economic valuation of
projects which are subjected to risks and uncertainties. The Net Present Value of
a project is usually used as an investment decision parameter. Using deterministic
models to calculate a project's Net Present Value neglects the risky and uncertain
nature of real life projects and consequently leads to useless valuation results.
Realistic valuation models need to use probability density distributions for the
input parameters and certain probabilities for the occurrence of specific events
during the life time of a project in combination with the Monte Carlo Simulation
method and the Decision Tree Analysis approach. After a short introduction a
brief explanation of the traditional project valuation methods is given. The main
focus of this work lies in using the Net Present Value method as a basic valuation
tool in conjunction with the Monte Carlo Simulation technique and the Decision
Tree Analysis approach to form a comprehensive method for project valuation
under risk and uncertainty. The extensive project valuation methodology
introduced is applied on two fictional projects, one from the pharmaceutical
sector and one from the oil and gas exploration and production industry. Both
industries deal with high risks, high uncertainties and high costs, but also high
rewards. The example from the pharmaceutical industry illustrates very well how
the application of the Monte Carlo Simulation and Decision Tree Analysis
method, results in a well-diversified portfolio of new drugs with the highest
reward at minimum possible risk. Applying the presented probabilistic project
valuation approach on the oil exploration and production project shows how to
reduce the risk of losing big.
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This work presents the application of the Monte Carlo Simulation method and the Decision Tree Analysis
approach when dealing with the economic valuation of projects which are subjected to risks and
uncertainties. The Net Present Value of a project is usually used as an investment decision parameter. Using
deterministic models to calculate a project's Net Present Value neglects the risky and uncertain nature of real
life projects and consequently leads to useless valuation results. Realistic valuation models need to use
probability density distributions for the input parameters and certain probabilities for the occurrence of
specific events during the life time of a project in combination with the Monte Carlo Simulation method and
the Decision Tree Analysis approach. After a short introduction a brief explanation of the traditional project
valuation methods is given. The main focus of this work lies in using the Net Present Value method as a
basic valuation tool in conjunction with the Monte Carlo Simulation technique and the Decision Tree
Analysis approach to form a comprehensive method for project valuation under risk and uncertainty. The
extensive project valuation methodology introduced is applied on two fictional projects, one from the
pharmaceutical sector and one from the oil and gas exploration and production industry. Both industries deal
with high risks, high uncertainties and high costs, but also high rewards. The example from the
pharmaceutical industry illustrates very well how the application of the Monte Carlo Simulation and
Decision Tree Analysis method, results in a well-diversified portfolio of new drugs with the highest reward
at minimum possible risk. Applying the presented probabilistic project valuation approach on the oil
exploration and production project shows how to reduce the risk of losing big.
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Editorial Review

Users Review

From reader reviews:

Patricia Smith:

Now a day those who Living in the era exactly where everything reachable by connect with the internet and
the resources included can be true or not demand people to be aware of each details they get. How a lot more
to be smart in getting any information nowadays? Of course the reply is reading a book. Examining a book
can help men and women out of this uncertainty Information especially this Project Valuation and Decision
Making under Risk and Uncertainty applying Decision Tree Analysis and Monte Carlo Simulation book
since this book offers you rich details and knowledge. Of course the knowledge in this book hundred pct
guarantees there is no doubt in it you know.

Jennifer Handler:

Information is provisions for folks to get better life, information nowadays can get by anyone with
everywhere. The information can be a information or any news even a problem. What people must be
consider while those information which is inside the former life are challenging to be find than now is taking
seriously which one is suitable to believe or which one the particular resource are convinced. If you have the
unstable resource then you have it as your main information you will have huge disadvantage for you. All
those possibilities will not happen in you if you take Project Valuation and Decision Making under Risk and
Uncertainty applying Decision Tree Analysis and Monte Carlo Simulation as the daily resource information.

Karen Johnson:

Beside this specific Project Valuation and Decision Making under Risk and Uncertainty applying Decision
Tree Analysis and Monte Carlo Simulation in your phone, it may give you a way to get more close to the
new knowledge or data. The information and the knowledge you may got here is fresh through the oven so
don't end up being worry if you feel like an outdated people live in narrow village. It is good thing to have
Project Valuation and Decision Making under Risk and Uncertainty applying Decision Tree Analysis and
Monte Carlo Simulation because this book offers to you readable information. Do you often have book but
you do not get what it's exactly about. Oh come on, that wil happen if you have this inside your hand. The
Enjoyable option here cannot be questionable, such as treasuring beautiful island. So do you still want to
miss that? Find this book and also read it from today!

Virginia Kang:

As a pupil exactly feel bored to reading. If their teacher questioned them to go to the library or even make



summary for some publication, they are complained. Just little students that has reading's spirit or real their
hobby. They just do what the instructor want, like asked to the library. They go to presently there but nothing
reading really. Any students feel that looking at is not important, boring in addition to can't see colorful
pictures on there. Yeah, it is to be complicated. Book is very important in your case. As we know that on this
period, many ways to get whatever you want. Likewise word says, ways to reach Chinese's country. So , this
Project Valuation and Decision Making under Risk and Uncertainty applying Decision Tree Analysis and
Monte Carlo Simulation can make you experience more interested to read.
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