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Abstract: In this paper, we consider the issue of warrant pricing when the underlying asset follows the F RSS

GARCH diffusion model. Firstly, we develop a method for maximum likelihood (ML) estimation of the GARCH
diffusion model based on the efficient importance sampling (EIS) technique. Then, taking SSE and SZSE

composite indices in Chinese stock market as an example, we apply the EIS-ML method to estimate the bREH

parameters of the GARCH diffusion model, and we find that the EIS-ML method is efficient. Finally, an b IR
empirical study of Hang Seng Index warrants is presented. Empirical results show that the GARCH diffusion  F yE#FH

warrant pricing model is more accurate than the classical Black-Scholes (B-S) model. b AR
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