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Pricing equity warrantsin a bifractional Brownian motion
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Abstract: In order to reflect the long memory property of the financialess, this paper uses the geometric
bifractional Brownian motion to capture the underlyingetssf equity warrants. Moreover, a partial differen-
tial equation formulation for valuing equity warrants b, Wick integration is proposed. Using the final
condition and the method of variable substitution, we abtae solution for this partial differential equation—
the pricing formula for equity warrants. Furthermore, thfiuence of long memory parameters is analyzed
and the problem of estimating the parameters of this prapoemlel is considered. Finally, an empirical study

is presented. The pricing results of different models itlate that the financial asset has the property of long
memory.
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Table 1 Basic information of eight equity warrants

BUAE kST flivh &
A RS JEEHE BUESE AR ITH B3R HK
¥4 4.000 875600000 387700000 2 450  30%0 0.618

Bfl 4.750 2200000000 60000 000 1 455 3190 0.650
=tk 2262 536400000 540000 000 2 18.23 4310 0.637
4 3.480 6455300000 1265000000 2 3.40 3620 0.594
EH  7.430 36538730100 427465000 2 750 6080 0.629
AN 421 2962985697 113097855 1 3.60 35%7 0.616
4  13.36 5468000000 727500000 2 10.20 4941 0.622
k¥ 28.24 6551000000 226800000 2 27.43 5387 0.665

HASHCATRES] k= 1; —FETXREAFE r1 = 2.25%; WELREFIZE ro = 4.14%.
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A WS ZE R T S BGIE Y 5 T BGIE U A% S 0, 102 B TR AR A 1R T Bl Bt 7= i A2 1.

# 2 FEIEMEBRNENERUARTIANE
Table 2. Results by different pricing models vs. actual raaprices

BAE T 4 R AE TEMEER

%M Pgs Pgs Py Par Pactua %M Pgs Pgs Pu  Per Pactua
E4# 0718 0528 0.657 0.801 0.874 Al 0735 0715 0.734 0.996 1.013
=tk 8244 7490 7.812 8691  9.343 o4 0.857 0716 0.852 1.099 1.133
EH 2660 2.629 2659 3.196 3585 ##4W 0.268 0.227 0259 0.352  0.397
A 4.415 4167 4284 4987 5.044 ¥R 1761 1435 1434 2406 @ 2.447
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