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OV= max[S2-S1-C; 0] S2 - S1 - C = [S1e
[b1-r]T*  + Ce-rT*][S·N[d2] – N[d1]] 
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Conversions from agriculture to forestry:       ×NPV-only scenario,            NPV+OV scenario

Conversions from forestry to agriculture: NPV+OV scenario
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NPV+OV
� for/� ag = 0.5 (baseline)

NPV+OV
� for/� ag = 3

NPV only
� for/� ag = 3



40 - 55 0.004 - 0.0004 0.001  0.030 0.016  0.279 0.151  
Total over 20 years 0.024 0.083    0.043 0.28  0.24 0.98  
Total over 55 years 0.035 0.083 0.0004 0.017  0.103 0.33  0.8 1.39  

1

�!�1	+��	' !�5�	:(">�'*."��

� for/� ag scenario: 0.5 (baseline)  1.5  3  
Conversion1: Ag.->For. For.->Ag.  Ag.->For.  Ag.->For.  

Option value use2: Yes No Yes No  Yes No  Yes No  
Period, years            

1 0.022 0.083 - -  0.032 0.248  0.070 0.674  
2 - 10 0.0004 - - -  0.001 0.014  0.070 0.154  
11 - 20 0.002 - - -  0.010 0.017  0.104 0.156  

#����$�
��)��!������
����!
��!���������

Right now

1 “Ag.->For.” – Conversion of agricultural land to forest plantations; 
  “For.->Ag.” – Conversion of forest plantations to agricultural land after harvest. 
2 “Yes” – Land conversion metric includes the option value premium; 
  “No” – Land conversion metric is a static NPV value.  
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