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The covered call warrants
traded in Taiwan Stock Exchange are
protection-style call options.
Their strike prices are reduced by
the paid dividends at ex-dividend
dates, and 1t can be proven to be
optimally exercised at maturity.
¥e |, therefore , price those
warrants with four different kinds
of European call-option valuation
models, and we compare their
valuation performance as well. The
proportional transaction costs and
the characteristics of discreted

rebalancing duplication portfolio
are incorporated with un-adjusted
volatilities as the adjusted
volatilities. In addition to using
implied volatility as un-adjusted
volatility, we also bring GMM-
estimated volatility into those
models since there are daily price
limits of stock prices change into
the two mentioned unadjusted
volatilities are taker into the
four warrant valuation models, and
we also compare the performance of
the models.
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