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Stock Price Indices and Shrinking Benchmark

Abstract: The stock index can be divided into price index and total
return index according to the different ways of dealing with the cash
dividends of the constituents. Price index has always been the main
body and core of index system in various countries. However, due to
the natural fall of price index points caused by dividends, the price
index as a market benchmark has the disadvantage of shrinking year
by year. The total return index considers the reinvestment of cash
dividends, so it tracks the development of the stock market more
objectively. In terms of product development, both active and
passive funds prefer price index. While in the current situation that
the overall growth of the market is weakened, in the long run, the
total return index will be more suitable to become the market

benchmark.
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