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Abstract

Algorithmic trading is rapidly growing in popularity. The Volume Weighted Average Price
(VWAP) strategy is probably the most heavily used algorithm in electronic trading of
equities. Traders’ performance is usually measured by how far away their executions are from
the VWAP. We show that by modeling volume curves based on historical market data,
predicting daily volume instead of using the average daily volume (ADV), and separating illiquid
stocks from their liquid counterparts, substantial improvements are possible for the existing
VWAP strategies to achieve their benchmark. Finally, we mention the career prospect in this
field.
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