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Abstract
The purpose of the paper is to propose a new measurement of “size of market
inefficiency” and apply our measurement to evaluate trading system and bubble prices by
using the stock market indices of Japan, USA, Italy, Canada, Korea, Singapore, India,
Malaysia. We compute the size of the market inefficiency to evaluate the trading system
and separate the size of inefficiency from the market price to recognize the correct price
bubble.

Keywords: size; market inefficiency; trading system; price bubble
JEL Classification Number: G11; G12; G14; C10

% Osaka School of International Public Policy,Osaka University

b Graduate School of Economics, Tohoku University

¢ School of Management, Aoyama Gakuin University

Correspondence: Tatsuyoshi Miyakoshi, 1-31, Machikaneyama-machi, Toyonaka,
Osaka, 560-0043, Japan. tel:+81-6-6850-5638; fax:+81-6-6850-5656

E-mail: miyakoshi@osipp.osaka-u.ac.jp

*Earlier versions of this paper were presented at 2006 Western Economic Association
Conference (in San Diego), 2007 Asia-Pacific Economic Association Conference (in
Hong Kong), Humboldt-Copenhagen Conference 2009 (in Berlin), and Hitotsubashi
University Conference 2009 (in Tokyo). We thank Torben G. Andersen, Tim Bollerslev,
Mark Spiegel, Masanobu Taniguchi, Toshiaki Watanabe, William Dunsmuir and
participants for useful suggestions. The first and second authors’ research were
respectively supported by Grant-in-Aid 16530204 and Grant-in-Aid 18530153 from the
Ministry of Education, Culture, Sport, Science, and Technology of Japan.



