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Binary Tree Option Pricing Model for House Demolition Compensation

XIA En-jun, WEI Xing, WANG Ling-ling
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Abstract: Due to the pricing dispute of housing demolition between related parties, the progress of demolition has been slow down. Therefore,
this paper empirically analyzes the demolition case in the environmental remediation projects of village, located in the southeast corner of Yongan
Road, Haidian District. First, a real-option pricing model of binary tree for compensation of urban house demolition is constructed. Then, an em-
pirical analysis of the demolition compensation price is carried out. Compared with the actual monetary compensation of government, this paper
verifies the unreasonableness of compensation pricing of government demolition. Finally, the paper summarizes the advanced nature of binary tree

option pricing model for house demolition compensation from four aspects of solution, decision-making, method design and uncertainty.
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