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An Empirical Study on Shanghai and Shenzhen

300 Index Optimum Replication: Based on the

Perspective of Experimental Simulation about
the Positive Arbitrage of Index Futures

ZHOU Xin-hui

(Financial Institute of Shanghai Lixin University of Commerce, Shanghai 201600, China)

Abstract: Stock index futures arbitrage plays an essential part in stock
index futures function. This paper mainly discusses about the Shanghai and
Shenzhen 300 index optimum replication method under the positive arbitrage
of index futures. Based on the optimization toolbox Matlab7.0 programming
environment and as the average absolute deviation as the optimization objec-
tive function value, the paper researches about the major impacts on arbi-
trage costs and the main indicators of performance evaluation such as the
BHAR (Buy-and-Hold Abnormal Return) and tracking error from the per-
spective of the practical operation. On this basis, a number of corresponding
policies are recommended.

Key words: optimum replication; Shanghai and Shenzhen 300 Index;
positive arbitrage; BHAR; tracking error.
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