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Abstract

This article examines the factors that are not considered in the Black–Scholes model in

determining the price of warrants. Using the outstanding percentage as a threshold

variable, we test for the existence of threshold effect in warrant prices. It is shown that

for warrants with a low outstanding percentage, an increase in the outstanding

percentage will lower the call price. On the other hand, for warrants with high

outstanding percentage, the call price is less affected by the outstanding percentage.
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A warrant is a listed option. Readers may refer to McGuinness (1999) for details of

difference between stock options and derivative warrant.

HKEx Securities and Derivatives Markets Quarterly Report.

See, for example, Chan and Wei (2001), Chen and Wu (2001), Chow et al. (2003),

Draper et al. (2001).

According to Chapter 15A.52 of Listing Rules, issuer may issue additional options once

outstanding quantity of the options is more than 50%.

A Healthy Market for Informed Investors – A Report on derivative warrants market in

Hong Kong, Securities and Futures Commission, November 2005.

The outstanding percentage of a warrant is the percentage of that issue held by the

general public, while the rest is held by the issuer.

Sources of data: Warrant Supermarket, Hang Seng Bank (http://www.hangseng.com);

Hong Kong Exchanges and Clearing Ltd.

(http://www.hkex.com.hk/dwrc/download/dnfile.asp); Yahoo!Finance

(http://hk.finance.yahoo.com).

The sample date is 11 October 2006.

In obtaining the Black-Scholes model price, volatility of the underlying stock is

estimated from the daily volatility in past 90 days. A 5% risk-free rate is used.

Using 20% or 30% outstanding percentage as thresholds provide similar a conclusion.
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Table 1. F-test for threshold

Download CSV Display Table 

Related research 

Recommended articles Cited by 

1

People also read

About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

http://www.hangseng.com/
http://www.hkex.com.hk/dwrc/download/dnfile.asp
http://hk.finance.yahoo.com/
https://www.tandfonline.com/action/downloadTable?id=T0001&doi=10.1080%2F17446540701720600&downloadType=CSV
https://www.addtoany.com/share
https://www.informa.com/privacy-policy/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/?utm_source=website&utm_medium=banner&utm_campaign=B004808_em1_10p_5ec_d713_footeradspot
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/
https://www.informa.com/privacy-policy/

