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employment with that of developed countries, comparing the employment situation with different regions and comparing
with various sectors within the tertiary industry to find that traditional services-base sector absorbs too much more labours,
which could not solve the unemployment problem essentially because the ability of that sector is very limited to accelerate
economic growth. Furthermore, the essay will suggest that the government could large extent develop those modern sectors
of the tertiary industry with larger capacity for new work opportunities to boost employment.
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but by the global financial crisis, over the past year net value seriously loss, not only failed to achieve its original intention,
but also to enable all parties, particularly the investors to lose confidence. It is immeasurable of QDII long-term market
demand determined its function, Whether government or operating layer should deeply understand the importance of QDII
system and firm its future development, at the same time, draw the lesson from this crisis, enhance to guard against of QDII
risk, improve and enrich its product line, and carefully select outside institutional investors, so that QDII products to achieve
its true function and significance.

Key words: QDII products; financial crisis; risk management
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A Study of Volatility in Warrants Pricing Based
on GARCH Family Models

XU Xi

Abstract: The traditional pricing methods of warrants assume that the yield of the underlying stock follows the log-normal
probability distribution. But in reality it failed to take into account the experiential phenomenon of the financial time series,
such as the cluster and fat tailor phenomena of the distribution; the aggregation of volatility; the leverage effect in securities
market, etc, which may lead to price variance between theory and practice.In this paper, historical volatility is replaced by
stochastic volatility to remove the impact of conditional heteroscedasticity of financial time series. GARCH Models (including
GARCH, EGARCH, GJR-GARCH ) will be used to estimate the parameters of the yield of the underlying stock and to price
the warrants. Further more, we will analyze and discuss the differences between historical volatility and stochastic volatility;
between symmetric and asymmetric GARCH models; and between theory and practice. In the conclusion, besides the imper-
fect theoretical model and the incomplete trade systems, the speculativeness of China Stock Markets is the main reason of
such price variance.

Key words: warrants; volatility aggregation; Black-Scholes; asymmetric GARCH models; speculativeness



