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Empirical Studies of Dynamic VWAP Strategy
- Using TSMC as an Example
Student: Wei-Ning Chen Advisor : Dr. Keh-Luh Wang
Advisor : Dr. Han-Hsing Li

Institute of finance
National Chiao Tung University

ABSTRACT

Because of the rapid development in algorithmic trading, brokers can use
strategies to get the positions they want automatically and fast. It also reduces
the trading cost and its impact to the market where information flows quickly.
VWAP (Volume Weighted Average Price) algorithmic trading is one of the
main strategies in the stock market. Based on tick trade prices of TWSE (2330)
and Yuanta (2885), we developed the strategy which can dynamically modify
the VWAP and examined whether this dynamic strategy has better performance
than the traditional strategy. Moreover, we apply the historical data to test
whether the dynamic strategy can reduce more market impact than the
traditional strategy.

keywords : VWAP ~ algorithmic trading ~ trading strategy
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DI Tia b T PCA *"']
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IR LR S T35 5§ R PCA #3 = i Tiny 5 K PCA 4]
61 = SCERESEESS DS 68 = AR PR | AR | A%
% % (%) 73.7705 | 55.7377 | 72.1311 | 50.8197 2 % (%) 26.4706 | 42.6471 | 33.8235 | 52.9412
a3 6.7714 | 14721 | 6.5125 | 0.7685 T 358 -5.4056 | -1.0436 | -4.5949 | -0.3814
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Tz x g T a3 R mA“w
2% 5 (%) 58.8785 | 58.8785 | 58.8785 | 60.7477
T a5 A 1.4192 0.7624 15116 0.7383
i 6.6845 | 5.3195 | 6.8524 | 5.5385
Sharpe ratio 1.1099 | 1.2712 | 1.0962 | 1.2166
B R -19.4112 | -13.6442 | -19.4610 | -14.2771
1. T34 - RE L - /é?:}ﬁiﬁ =% % bp (basis point)
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N i -183.9631| -51.2668 |-161.3389| -68.0195
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Coefficients (with 95% confidence-bounds):
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p3 = 0.4184 (0.2031, 0.6338)
p4 = 0.2066 (0.1811, 0.2321)
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