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This paper first summarizes the risk characteristics of the Animation
Production business. The high risk in the production of original animations
implies the potential usage of a real options framework to evaluate the final
product appropriately. The cashflow generated from the production project is
carefully examined first, then the real option framework is introduced to
capture the high risk (large diversity of project outcomes). This evaluation
framework is effective in the sense that it allows the production corporation
to assess the benefit whether to receive the cashflow in a lumpsum upfront or
to receive the cashflow proportional to the related sales of the final
product.
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