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Abstract

Using the daily data on Taiwan Semiconductor Manufacturing Company
(TSMC) from 2 January 2001 to 31 December 2015, including stock
returns, equity linked warrants (ELW), and earnings announcements. This
thesis empirically investigates impacts of warrant’s trading and earnings
announcements on TSMC’s returns and volatilities. GARCH family
models, including GARCH, TGARCH, and EGARCH, are applied to
estimate empirical results. Empirical findings indicate that trading returns
of call warrant significantly increase the TSMC'’s stock returns while put
warrants otherwise decrease the returns. Both of call and put warrants all
enhance the volatilities of TSMC’s stock return. Finally, earnings
announcements, earning’s amounts, and earnings growth all decrease the

volatilities of TSMC’s stock returns.

Keywords: Taiwan equity linked warrant (ELW), Earnings Announcements,

Volatility Arbitrage
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