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Abstract
This paper aims to discuss the members of group lending evaluation whether to monitor the execution of

portfolio, and the financial institution is willing to lend or not so as to proceed to construct the numerical decision
model for the behavior of the international group lending. Assume the borrower B, who is a domestic firm and the

borrower B, who is a foreign firm both could conduct the alternative choices of monitoring or not according as two
parties execute the portfolio or not; meanwhile point to the monitoring cost of the borrower B, , this study considers
transferring monitoring cost to local currency base by nominal exchange rate R . Furthermore, there are four

possible conditions which pay the monitoring cost or not under the purpose of proceeding group lending between
two counter parts: (1) the condition that both B, and B, don’t monitor to each other simultaneously; (2) the

condition that B, takes an action to monitor the other one, but not B, ; (3) the condition that B, takes an action to
monitor to the other one, but not B, ; (4) the condition that B, and B, monitor to each other simultaneously. In

addition, this research separately defines and calculates the value of payoff as well as conducts the decisional
behavior of monitoring or not in accordance with cooperation case of international group lending by real options

approach to assess the optimal threshold value of monitoring cost and to decide the optimal volume of lending L

under the position of financial institution of international group lending. Therefore, the research contribution in this
paper not only provides the borrowers attempt to control how much the scale of risk in the process of international
group lending, which is going to set up the mechanism to evaluate risk with how much the financing quota for
financial institution in group lending as the reference criterion in the subsequent relative research about international
group lending, but also lays the foundation of risk-control mechanism among borrowers and financial institution
under asymmetry information within the time of international group lending.
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