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Does the Calculation for Index Invented for the Convenience to
Index Fund Management and Arbitrage Trading Work Well to
Measure the Stock Markets Behavior, too?

Masato HiroTA

Summary

In order to measure the movement of stock markets, it is getting more popular to use the
methodology of calculation which is “Weighted Average of the Samples of Investable Stocks”
used by index providers, and it seems that almost all the stock markets have been swept by this
trend. It is true that this trend has some reasonable background as stock indexes play the role of
commodity more and more frequently these days.

However, the essential role of stock indexes is to reflect the true nature of the stock markets,
and thus they should be distorted if the real stock markets have any “distortion” and should be

free from icing.
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Complete survey & sample survey, TOPIX, Index funds, Tracking error, Parent/subsidiary
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