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Comparison of Different Algorithms Transaction Costs —

An Empirical Study of Taiwan Futures Market

Student : Wei-Di Shao Advisors : Dr. Chieh-Yow ChiangLin

Institute of Finance and Information

National Kaohsiung University of Applied Sciences

ABSTRACT

Transaction costs are important issues for financial traders and academia. When traders adjust
the portfolio by block trade, the transaction costs are often exceeded expectations. Even the trading
strategies can be superior to the market performance, the actual trading results are under-
performance compared to the market due to the transaction costs. This is why the algorithmic trading

should be used.

However, different algorithmic trading strategies focus on different sources of transaction costs.
It might be impact cost or timing risk or both of them.This research intended to measure the cost

structure by using different trading algorithms in Taiwan stock index futures market.

The empirical systems were developed on Visual C#. Through the system, different transaction

costs were measured when applying various trading algorithms in Taiwan futures market.

This study found that the market impact costs when using the TWAP algorithm strategy were
more than the ones when using other algorithms significantly, but the timing risk costs and the price
trend costs among various algorithms kept no significant difference. The POV algorithm strategy had
higher spread costs, and the MC algorithm strategy had lower spread costs.

Keywords: Transaction costs, Algorithmic Trading
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