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Abstract

Researchers have diverse opinions on price limitation mechanism in the current academic
field. Most of the study of price limitation uses event-study-type methodology, which adopts
the price behavior before and after the price imitation, which has problem on explanation.
Therefore, our research uses the data of two related markets (security market and warrant
market) to study the effect of price limitation‘mechanism. It could avoid the problem of
event-study-type methodology. And nstead of using end-of-day settlement data, we introduce
options transactions data to mitigate the'problems like non-synchronicity between stocks and
warrant prices. Some conclusions are as below,

1.  Applying the volatility estimated of CR-1VVF method to Black-Scholes equation is
indeed a good pricing method for vanilla warrants.

2. When the underlying stock price is affected by price limitation mechanism, warrants
can provide the function of price discovery under certain criteria. Price limitation
mechanism can avoid overreaction, but sometimes delays the reaction to new
information. The warrants with greater percentage spread are less able to provide the
function of price discovery.

3. Inthe view of implied volatility, there is a shift in volatility when the warrant reveals
the delay-reaction signal. Contrarily, when the warrant reveals the over-reaction signal,
there is no migration of volatility.

4. When the underlying stock price is affected by some limited mechanism, Our results
support the migration of trading volume hypothesis that the trading volume will
transfer to warrant market from stock market.
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Hall ¥2 Kofman (2001)# & & & * i & enjm 4 B3 & % % #7 (derivatives
exchanges)> #IRHE ¥ = o2 - @& * FRUplehg 4l L AL & R * LR Ejmd
147 & (agricultural derivatives) - Ma, Rao £2 Sears (1989):% & i 2 * U] 7 #F 4. 7 H-§3°
A # % 305 (fundamental price signals) i & # & (over-reaction) » F]pt » i #2341~
T € Sosp R e iy o Kim 22 Rhee (1997) 0% 1989 # 1 1992 # & { # "L & <

% #7(Tokyo Stock Exchange)=rx i p FH &7/ 7 » FR BRI B PYREH
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e3(Chen, 1998; Lehman, 1989) -

P28 GROTHEHL RRRER AR

Berkman £ Steenbeek (1998):#= 3 4p i » p 5% £ dp ficd) [ 22 %) (Nikkei stock
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BHFH AR GFREZLRREDRFRE TS B0 H 4 PR % o Evans &
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Hall £ Kofman (2001)s%= 3 45 41§ #7 2 1£7 H-(derivatives market) < 3 if 2 ']
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)
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b p RIS S B A B BG4 P4 en i 15 (locked-limit interval) e
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Amin £ Morton (1994)+* #2.7 I #2330 g £ ~ 8 b i€ 4% 8 (Eurodollar futures
option) & X em®i » # P B X QerE A TR - RE T BEETABR LRI hE
H37 oo T¥a g o B irE X0 185 BE N, THREE €5 1.5~2 B & 2(basis
point)enig ¥ £ -

Dumas ~ Fleming¥s Whaley (1998)%+*+ IVF#-3| (implied volatility function model) <
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£ o Hullz Suo (2002) 7= 3 45 ) » & iE * P AE BB LW A 0 bl
Black-Scholes = #z;% -~ CEV(constant elasticity volatility)#-3] ~ # % #% ;4 #> (stochastic
volatility)#-3] » 4-% F p& 2 * CR-IVF (continual recalibration implied volatility function)
E=NER S L RE AN e £ 3 SER S RE LRSS S
B 1= 4p B 1% (degree of path dependence) 7 B > 4 @ 4F & iE #% f& (compound option)
Black-Scholes 2% & » # * CR-IVF #- 3] (continual recalibration implied volatility
function) &3t ds &7 T ~ ¥R 0 H ook B REs L #+ (stochastic volatility) 553 &
B AR o fvd et 3% (barrier option) AR EEHEE G L B ELTAP B L
(degree of path dependence) » #]#* » # Black-ScholesiEzx = » & * CR-IVF model 7 2+,
B R8T R % o H ook B uE s # (stochastic volatility) ¥ 3] i L BEF £ B o #7aY
BRI A frad = e A b R B G R E 0 Tt > HTH B iE 3% 48 (plain vanilla option) &
o @& ¥ ¥ Black-Scholes = #7 ;% ~CEV/(constant-elasticity volatility) 3]s« 2 i i i #i-

35 R & @ % CR-IVF H03] 2 220k e A o LA S g ek %32 P AL B -

& Chang ~ Chung 2 Wang (2003)43 >+ % S ' 14] &2 in b 147 if pr g 5 8
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I e cnfe B 0 B I F e cndR L §5 5 3 4o pF > Black-Scholes #23] #
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SE- BHAE P AL R eh diie 79 & (recalibration) PI4E2 57 continual
recalibration” (CR)#-3 -
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FREBREFAHE HNHRTHALEEBREEIHRBEREFAD RSB ERDRR
Ho i B8t F A0 5 F(M R UIBEZ RS R T &) -

CAERFCF AT FE(BRUFIEIABR G )

51 A 23 EBEERR SRR

1395 Evans & Mahoney(1997) ~Hall & Kofman(2001) == 7 45 ) i #2 = 3] * L4 pF >
TEREH S BRI FEH I - BAPM @ B AL U0 H AT REED
R EREREETF S FANSOBRELESFEREEIHLE > Bl 0 AFEY
B P EFRME A X RUHE P (limit-period) &2 28 < % U F

(non-limit-period) & &1k & » 4 W3-8 & fEk i T E I R h R AR 5 E Vol i

V2l
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T d R VO™ SR o F4E A S 100 4 supdEE o B ReR R

Pk F R § AR FRCR L R R e BRI

B 0T LR Lk = 2 £ (standardized cumulative volume, SCV)=7% # = < € Vol,/p

[
e
)

2= % # (daily average volume) -

stock stock stock stock stock
l/ Vol \l/ Vol 7% \I/VOI i+ 2 \l/ Vol 75 \I/VOI i+4\l

P
limit-period lim it-period lim it-period
non-lim it-period non-limit-period Eﬁ 1]
warrant warrant warrant warrant warrant
v Vol i ~ Vol i+1 \|)/O| i+ 2 \|/V0| i+3 \WO' i+ 4 ~ >
I I I I I I
lim it-period lim it-period limit-period
non-limit-period non-limit-period E,i]‘ e gl

Bz RO FEAGRIPDERIHAE 27 L H

I EE N FNOES B3 8 S e e e R 1 e Rk
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A RHRELE AL PR RAFE L E AR ER LT HERF B A S B

FERfEADL:EFHERAF

SCV, =B, Dy Xyi + BoDyi Xy + By Dy Xy gy eerereensenennenneneenenn. )

D, = (SRS | p, = Lo et | D o (LORREEIES b

Ho B =8, (o B 348 B £ % U1 B B 5 itk & 0 SCV L 7 3 4o
hig B AR ) o
Hy 8= B, (P55 B4 418 2 % B3 ) P ae & & 4k & o0 SCV SEPFIF 3 4
g B3 ) o
Hot B =B, (G B T e £ § #3418 BB R F Btk 4~ 0 SCV SEPF T 3 4
hig B AR ) o
Hit g =By (Ph% G TR I0 R 2% AR 4 & F et & 20 SCV SEPF [ 3 4o
g B3 ) o
FHRRALIUHIEEREED, S 1> TR S 05 49 F & o B FIPUH] 2 5 oue
BE P APFARERD, 2 10 BRI 00 RS S ERF R APFERE
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