@ Any f between 100 M. and 140 M. forces the borrower into
liquidation when the project returns 100 M. and is paid in full when
the project returns 140 M..

@ This gives the lender an expected return of ............ , because
nothing is received when liquidation.

@ Solving for the minimum value of f, f = ...........

H  million with probability (1-77),

L million with probability 7.
The lender would receive expected payment of
(1—m)f+m(0) = (1 —m)f > (14 r) x principal amount.

he principal
The minimum value of f = (1+r)xt ((e1pﬂn7;:;pa amount

Let V =
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