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The interaction between stock and warrant of

Shanghai & Shenzhen stock markets
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Abstract: The 1-minute interval price and 5-minute interval price of warrants and underlying stocks in Shanghai
&. Shenzhen Stock Markets of China were tested based on Vector Error Correction Model (VECM) and Grang-
er Causality Test. The interaction relationship, especially the strong-lead effect, the feedback effect, and the
weak-lead effect between them were discussed. Conclusions were drawn that there were feedback effects and
weak-lead effects from warrants to stocks in 1-minute interval data, and that there was no feedback effect but
strong-lead effect from warrants to stocks in 5-minute interval data. A condusion is also drawn that there are

lead/lag and feedback effects between them and warrants lead in general.
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