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What are the advantages using Algo

� Deeper data base 

� Wider market access 

� Less error (strong views, typing errors, etc)

� Time-saving (much less keypads such as orders release/cancel, calculation 

etc)

� To enlarge the application of DMA
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How Algo works -- BENCHMARK + PARAMETERS

� Benchmark – the target (sort of dealing instruction)

VWAP (over the day)

LOB 

MOC or MOO

High-low day or Low-high day

In line with market volumes

� Parameter – to control the algo behaviors vs the benchmark

Sensitivities to price movements

Deviation from the profile
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Example

-- CD over the day

more reasonable reference from 20-days average
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Example

-- In line with market volumes 

Algo may que at several price at same price with proper participation ratio
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Conclusion

Algorithm trading will be a powerful tools but �OT a total solution

� Few common disadvantages --

Quantitative analysis may figure the “Fair value”, but, most of time, market is 

trading above or below “Fair value”

Lacking of proper price-judgments or flexibilities

The pattern could be figures out (esp for illiquid names)
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Disclaimer

� Information and opinions contained in this document are for information only and no 
representation or warranty, express or implied, is made that such information is accurate or 
complete and it should not be relied upon as such. Information and opinions are published for 
the assistance of recipients, but are not to be relied upon as authoritative or taken in substitution 
for the exercise of judgment by any recipient, and are subject to change without notice. This 
document does not constitute a prospectus and is not intended to provide the sole basis for any 
evaluation of any transaction or securities mentioned herein. Any indicative price quotations, 
disclosure materials or analyses provided to you have been prepared on assumption and 
parameters that reflect our good faith judgment or selection and therefore no guarantee is given 
on to the accuracy, completeness or reasonableness of any such quotation, disclosures or 
analyses. No representation or warranty is made that any indicative performance or return 
indicted will be achieved in the future. Any person who receives this document agrees that the 
merits or suitability of any such transaction or securities to such person’s particular situation 
will be independently determined by such person, including consideration of the legal, tax, 
accounting, regulatory, financial and other related aspects thereof. In particular, BNP Paribas 
owes no duty to any person who receives this document (except as required by law or 
regulation) to exercise any judgment on such person’s behalf as to the merits or suitability of 
any such transaction or securities. BNP Paribas and its affiliates may, from time to time, effected 
an own account transaction in, or make a market or deal as principal in or for, the securities 
mentioned herein, or in options, futures and other derivative instruments based thereon and 
may, to the extent permitted by law, have acted upon or used the information herein contained, 
or the research or analysis upon which it is based, before its publication. BNP Paribas will not be 
responsible for the consequences of reliance upon any opinion or statement contained herein or 
for any omission. 

� Hong Kong: This report is being distributed in Hong Kong by BNP Paribas Securities (Asia) 
Limited, a licensed corporation regulated by the Securities and Futures Commission for the 
conduct of Regulated Activity Type 1 and 4 under the Securities and Futures Ordinance. 

� Singapore: This report is being distributed in Singapore by BNP Paribas Securities (Singapore) 
Pte Ltd, regulated by the Monetary Authority of Singapore. For distribution in Singapore, this 
report is prepared strictly for institutional and accredited investors, defined in the Singapore 
Securities and Futures Act, Chapter 289. 

� BNP Paribas (Oct 2008). All rights reserved


