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Abstract

This paper designs a warrant
providing investors market entering or
exiting protection. The warrant is not
only marketable but also cheaper than the
lookback option, which is traditionally
known as an instrument with market
entering or exiting protection.  The
warrant developed here is indeed a ladder
option, which remains the similar payoff
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pattern of lookback option and is a
portfolio of barrier options and cash or
nothing binary options. The warrant is
priced by summing all values of exotic
options of this portfolio.  Moreover,
warrant’'s Greeks are studied and the
feature of delta jump is demonstrated.
Since delta jump causes issuer’s hedging
problem, a deltasmooth warrant is
proposed to avoid the hedging problem.
This paper shows that the deltasmooth
warrant does not increase too much cost,
has no serious ddlta jump problem, and is
a very innovative product with great
marketability.
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