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A New Real Option Evaluation Method for Brand

Extension Strategy Value
Ren Peimin' Zhao Shuran® Zhang Miao'

(1. School of Economics, Qingdao University;

2. School of Economics, (cean University of China)

Research Objectives: To proposc a new method of rcal options for brand cxtension of
strategic value assessment. Research Methods: This study uses the language operator to de-
scribe the present value of future returns, and uses the normal fuzzy number cxtension prin-
ciple to quantify the language operator based on the real option binary tree pricing idea. On
this basis, this paper proposcs a success rate factor to improve the pricing formula of real op-
tions, and then builds a fuzzy compound real option brand extension value evaluation model
which contains multiple opportunity value. Research Findings: In the empirical research, we
select a typical enterprise brand extension case. By establishing fuzzy compound real option
brand extension value evaluation model which contains multiple opportunity value, we ob-
tain the value of the brand extension evaluation. Then we compare different methods to ana-
lyze the rationality of this method. Research Imnovations: Combining Fuzzy Numbers with
Compound Real Options. Language Operator Extension Based on Option Pricing Formulas.
The Success Rate is used to correct the Real Option Pricing Formula. Research Value: The
model meets the real data characteristic of the brand extension value evaluation, and com-
bines the strategic design with the strategic evaluation to effectively capture the opportunity
value of the extension strategy.

Key Words: Brand Extension Strategic; Language Operator; Fuzzy Compound Real Op-
tion; Value Evaluation; Success Rate Analysis

JEL Classification: G13; L1; 022

(WAt EE8%)



