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A Simple Method to Rank Warrants
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$OPRVW� ��� \HDUV� VLQFH� WKH� DSSHDUDQFH� RI� WKH� %ODFN�6FKROHV� RSWLRQ� SULFLQJ� IRUPXOD�
YDOXLQJ�GHULYDWLYH�FRQWUDFWV�LV�QRZ�D�URXWLQH�WDVN�IRU�RSWLRQ�WUDGLQJ�SURIHVVLRQDOV��7KH�IDLU
SULFH�LV�GHWHUPLQHG�DVVXPLQJ�WKH�RSWLRQ�LV�KHGJHG�G\QDPLFDOO\�E\�WKH�XQGHUO\LQJ�VWRFN��$
VSHFLDO�NLQG�RI�H[FKDQJH�WUDGHG�HTXLW\�RWSLRQV��FDOOHG�FRYHUHG�ZDUUDQWV��LV�YHU\�SRSXODU�LQ
+RQJ�.RQJ��$XVWUDOLD�DQG�VRPH�RI�WKH�(XURSHDQ�FRXQWULHV��0RVW�RI�WKH�UHWDLO�LQYHVWRUV�DUH
EX\LQJ� ZDUUDQWV� DV� D� GLUHFWLRQDO� SOD\�� &RQVHTXHQWO\� WKH\� ZLOO� QRW� KHGJH� WKHLU� RSWLRQ
SRVLWLRQV�DFFRUGLQJ�WR�WKH�%ODFN�6FKROHV�WKHRU\��6LPSOH�DQDO\WLFDO�WRROV�XQGHU�WKH�QDPHV�RI
SUHPLXP��JHDULQJ�DQG�HIIHFWLYH�JHDULQJ�KDYH�EHHQ�XVHG� WR� DQDO\]H�ZDUUDQWV��:KLOH� WKHVH
VLPSOH�PLQGHG�WRROV�FDQ�EH�PLVOHDGLQJ��WKH�SURIHVVLRQDO� MDUJRQV�VXFK�DV� LPSOLHG�YRODWLOLW\
DQG�JUHHNV�DUH�QRW�HQWLUHO\�DSSURSULDWH�IRU�WKH�UHWDLO�LQYHVWRUV��%DVHG�RQ�D�IRUPXOD�JLYHQ�E\
5XELQVWHLQ���������ZH�SURSRVH�D�VLPSOH�LQGH[�FDOOHG�5�UDWLR�WR�HYDOXDWH�WKH�SHUIRUPDQFH�RI
FRYHUHG�ZDUUDQWV��,W�ZLOO�EH�VKRZQ�WKDW�5�UDWLR�HVVHQWLDOO\�FDSWXUHV�DOO�WKH�DQDO\WLFDO�WRROV
PHQWLRQHG� DERYH�� $V� DQ� H[DPSOH�� 5� UDWLR� ZLOO� EH� DSSOLHG� WR� FRYHUHG� ZDUUDQWV� LQ� +RQJ
.RQJ�
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