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Balance between Stability and Authenticity

-- Weighting and Grading of

Index Free-Float Shares

Abstract: During the index development, the shares used for
weighting and the corresponding market value are the key
parameters of index calculation, while the low amount of circulating
shares has distorted the market. How to calculate the weight of the
released circulation shares has become a very concerned issue in the
market. The overseas market has changed from the total market
value weighting to the free-float shares weighting, and in the latter,
there have evolved two specific ways: direct weighting and

“weighting by level” . China's stock market has developed from the
free-float market capitalization weighting to the free-float shares
weighting, and two foreign methods have been improved according
to the national conditions. Through comparison and empirical
analysis, it can be seen that "weighting by level" does not bring
better "stability" at the same time of sacrificing "authenticity".
According to China's market situation, the free-float shares
weighting method can better balance the stability and authenticity of

the index.
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