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Analysis of the Impact of Leveraged ETF Rebalancing Trades on
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Abstract: Financial markets occasionally become highly volatile, as a result of a financial crisis
or other factors. Previously, index futures trading and program trading have been singled out as
direct causes of market destabilization, but more recently it has been suggested that leveraged
ETFs (funds aimed at amplifying several-fold the movement of a price index such as the Nikkei
Stock Average or underlying assets) rebalancing trades may also be a factor. This study uses a
financial market simulation (artificial market) constructed virtually on a computer to assess the
impact of leveraged ETF rebalancing trades on the underlying assets market. Analysis results
showed that a larger amount of the managed assets of leveraged ETFs corresponds to a higher
volatility of the underlying securities market. They also demonstrated that leveraged ETF trading
can destroy the underlying assets market, if the leveraged ETF trading impact on the market is

greater than that of ordinary volatility of the underlying assets.
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ETF T—vY=> b 0775 | 764 | 707 | 186 | 849 | 910 | 1166 | 2561 | 2745 | 1149 | 2001 | 2858 | 2860
DI
(2) MI(x10%) 0.000489 | 0.00499 | 0.0392 | 0.0842 | 0.0585 | 0.0798 | 490 | 105 | 142 | 7.11 | 860 | 165 | 165
RS s
® T;];o{?)) 7 et | o1ar 119 | 138 | 174 | 146 | 138 | 144 | 259 | 356 | 207 | 239 | 391 | 390
@ r=r 0.000421 | 0.00430 | 0.0337 | 0.0725 | 0.0503 | 0.0687 | 4.22 | 907 | 122 | 613 | 741 | 142 | 142
(= (2)/(8) 1) : : : : : 4 : : : : : : .

MEEZEZOND.

xEH

AKigETlE, ALHHE2AWTL ALY Y KR ETFEF @
VNS v ZHE| D3 EUE FE DA A BN 52 55581 D
WTHEEL 7z, TOHE, LNy Y R ETF OF)JH
Frv U aBNPRELRDBIFY, FHEED) NT v AW
BENM AT AL EHIIT—T Y FA U7 PEAE

5

iy, REEHGZORI T4V T PKEL LB
Ebhrotz. FLT, ALy Y RETF O7EED,

P EERT TV 1 EOKRER~Y—T v b1 U
O NEHEZBE, TilGEHELTLUE S AR H 5
ZEBHMHLE., SBOBELLTIE, LNV YR
ETF OFRENREDREOS =7y v VN7 bR HZ
HEHIGPHEINT LS Dh, FMCHET S Z
EHEFSNS.

HESEHR

RESUIANRN—Z A - Ty b - w2V Ay MER
L2 DNARRAMERTEDOTIED D THA. TRTIT
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