
– –
Effect of Increasing of Horizontal ShareHolding by Index Funds to Competitions and Market

Prices – Investigation by Agent-Based Model –

∗1
Takanobu Mizuta

∗1
SPARX Asset Management Co., Ltd.

Recently, some empirical studies argue that “horizontal shareholding” (or “common ownership”) lessen compe-
tition among companies and prevent growth of an industry. Especially, horizontal shareholding by index funds
occupy more weights of lists of shareholders and became a subject of greater debate. In this study, I built an
artificial market mode, a kind of agent based model, and investigated an effect of increasing of horizontal share-
holding by index funds to competitions and market prices. Our result shows that even when holding ratio of index
funds is not so much they lessen competition. Moreover, when value of a company beating competition grow,
its market price grow more than the company value (overshoot) and become over valued, then shareholders who
encourage competition decrease and the company lose competition power. On the other hand, when value of a
company losing competition drop, its market price fall deeper than the company value (overshoot) and become
under valued, then shareholders who encourage competition increase and the company gains competition power.
My simulation result indicated such mechanism balances competition powers among corporates. Growing index
funds may possibly weaken the balancing mechanize.
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