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Abstract: The impacts of debts on the optimal timing and amount of investment are studied in the case of
uncertainty. By using stochastic control methods, the expressions for the optimal timing and amount of invest-
ment and the option value of investment are obtained. Further, the optimal investment decisions are made by
employing numerical simulations. The results show that the uncertainty of product prices has impacts on the
optimal capital structure. In addition, both the product price and the optimal capital structure can influence the

optimal investment decisions and the option value of investment.
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Fig. 1 The optimal capital structure under different volatility levels
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