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ABSTRACT

The main purpose of this independent study was to asseses the value of covered
warrants and indentify the difference between theoretical prices and the market prices. The
theoretical price was obtained from the application of Pseudo-American call model to the data of
stock prices and relevant stock dividends . The investigation was undertaken on the data of the
warrants of ACL (ACL-C,)) , TISCO (TISCO-C,) ,TMB(TMB-C,) and SCB (SCB-C,) beginning
from 3 May 2000 , 11" June 1999 26 ™ May 2000, and 1 ¥ June 2001 for each stock respectively
and ending all at the same time on 29 " June 2001. The difference between theoretical prices and
market prices was identified by comparing the values of mean error and absolute mean error of the
two prices.

The study findings indicate that the theoretical prices of covered warrants are lower than
the market prices for all cases , when considering the values of mean errors of all cover warrants.
However, when considering from percentage of errors ( regardless of the signs ,whether negative or
positive) , it is found that the error in prices of covered warrants is highest in ACL-C, followed by

SCB-C, , TMB-C, and TISCO-C, in the descending order.



