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Large Orders Optimal Execution by VWAP Strategy for Algorithmic

Trading in Tehran Securities Exchange
D. Pirayesh N., S. Fallahpour

ABSTRACT

Algorithmic trading based on the use of computer programs for entering orders with the computer
algorithm deciding on individual parameters of the order such asthe timing, price, or quantity of the order
that attempts to minimize transaction costs. In this paper the problem of finding a strategy that tracks the
Volume Weighted Average Price (VWAP) of a stock, a key measure of execution quality for large orders,
is considered. The key ingredient of many of these strategies is intra-daily volume proportions forecasts.
This work proposes a dynamic model for intra-daily volume. An empirical application on a stock of the
Tehran Securities Exchange widely traded shows that the proposed methodology is able to significantly
outperforms common forecasting methods and delivers more precise predictions for volume weighted
average price trading.
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