Decision Tree

SoMNETIMNES DECISIONS CAN BE THKEN IN
STAGES; FoR ExAMPLE, TODAY You MAY Do soNETHM
AND OEPENDINY ON TS RESPONSEF Do
SOMETHING ELSE ToMORROW. THAT 15, THE
DECISION 15 MULT/- STAGE.

IN THEVE C(ASES A DECISION TREE Is USED.

CONSIDER TWE FoLLowING PRORLEM A MULTIPLEX
DEVELOPER 15 RACINY:

ATHIS POINT N TIME EITHER A R1& MULT|PLEX
(M1 TH S scrEENS, 50,000 SQET. 8F SHOPP) N, AREA, ETC.)
OR A SMALL onE (Wit 28€ENS , ETC.) CAN BE BUILT.
IF ONE BUILDS AFNALL ONE NOW, ONE cAN EXPAND T
ARTER TWO YEARL DEPENDING ON -TIHE DEMAND.,
THE paﬁ,mmm, Ho R1ZON) 18 TAKEN AS TEN YEARS,

THE PROBAGILITY THAT OENMMID WitL BE MI&M 180.7§.
THE OTHER REQUIRED INFORNATION ARE:

COST OF BIG MNP = T X107

W N SMALL * = | X107 L

PRoF\T (GNCN Bh.O.% QHP) = | XID 4. tor 10 ysars
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CoST oF ExPANSION = 4.2 X10°

LUSING 3 To DENOTEE A DECISION PT. AND A OTe DENOTE
A NODE AT WHICH RRANCHING 15 A CRANCE EVENT
THE FoLLowiNG DECISION TREE 15 DRAWN.
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