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Chapter 6 – Conclusion  

 

During the research I attempted to add strategies to improve the prediction accuracy 

of a VWAP algorithm.  

 

In this paper I propose two main strategies to improve the prediction accuracy of the 

algorithm:  

 

First I propose applying a feed back mechanism to the prediction algorithm depending 

on the actual error.  

The results obtained using this strategy proved that; this strategy significantly 

improves the prediction accuracy (by about 10%) of the base algorithm. In addition I 

propose two main optimizing heuristics to the feedback strategy to further improve 

the prediction accuracy. 

 

 I propose that instead of applying a constant percentage of the error 

throughout the day it is better to apply different percentages dispending on the 

magnitude of the error as the feedback.  

 

 Then I propose, due to the varying volatility in the market it is good to apply 

the feedback only during selected time periods.  

 

Results obtained for both these scenarios confirm that these heuristics improve the 

prediction accuracy of the algorithm. These scenarios improves the accuracy by about 

12.5% from the original algorithm. 

 

The second main strategy proposed in this paper is to change the number of drips 

depending on the size of the order. But the results from the tests do not confirm 

significant improvements to the original algorithm. But the results opened up a 

different angle for a future research. The results show that some symbols show 

significant improvement while some does not show an improvement. Therefore 

further analysis into the reasons for this difference might open up the path for another 

strategy,  
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Another possible future research option is to, try to regenerate (reset) the volume 

curve at specific intervals during the day to include the dynamic (current day) 

information to the decision making process. I could not attempt this due to time 

constrains.  

 

The data I used for the research was taken only from New York stock exchange, and 

it would have been more accurate if I was able to do the test on data from multiple 

exchanges.  

 

In terms of the future use of this research, MillenniumIT is planning on integrating 

this VWAP trading algorithm as part of their Smart order routing solution.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


