SPRINGER LINK Log in

= Menu (QQ search T cart

Home > Review of Quantitative Finance and Accounting > Article

Valuation of Callable Warrants

| Published: January 1997

| Volume 8, pages 5-18, (1997) Cite this article

Review of Quantitative Finance and

Accounting

Aims and scope—>

Submit manuscript->

ROBERT B. Burney! & WILLIAM T. Moore2

g) 130 Accesses D 2 Citations Explore all metrics

Abstract

A simple valuation model for callable warrants is derived and tested. The model is
expressed in closed form except for one term which can be evaluated numerically.
Predictions of 78 warrant prices are compared to market prices and the average
error is -.224 percent. By contrast, the Black-Scholes model applied to the same
warrants produces an average error of 31.44 percent. Thus the callability feature

cannot safely be ignored in determining warrant values.
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