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How Long Should My Order Take? 

Balancing Consistency’s Savings and a POV Algo’s Costs 
 

One of the most reliable ways a trader can improve performance is to trade more consistently.  

Consistency is a measure of participation rate sameness across different market conditions. One 

way to trade consistently is to use a Percent of Volume (POV) algorithm. Such an algo makes use 

of historical volume profiles to determine how many shares to place into the market at a given time, 

meaning that the trading plan will be the same whether prices are increasing or decreasing, leaving 

the trader vulnerable to deviations from the historical volume profile.  

 

 This can be especially troublesome if the trader is “behind” the realized volume, causing the 

POV algorithm to execute more aggressively as it attempts to catch up to the current volume 

profile.  The result is usually more expensive fills as the “catch up” trades are more likely to cross 

the spread.    

 
How can we trade with a POV mindset while avoiding the unnecessarily high costs often 

associated with using a POV algo? Rather than specify the exact number of shares to be filled for 

each time increment, we translate POV into order duration or length. To do this we need to know 

the size of an order, the security’s Average Daily Volume, and a trader’s target Participation Rate. 

 
For example, consider an order for 45,000 shares of security XYZ, which has an ADV of 100,000 

shares (i.e., the order is 45% of ADV). If the trader sets a target Participation Rate of 20%, on an 

average day the trader can expect to execute about 20,000 shares (20% of 100,000). Extending this 

further, our hypothetical order for XYZ should be completed in about 2.25 days (45,000 shares / 

20,000 shares per day). 

 

 The same logic can be applied to any order. By simply taking the order’s size as a percentage 

of Average Daily Volume and dividing the same by the target Participation Rate, a trader can 

calculate an estimated order duration while still maintaining enough flexibility to avoid higher costs. 

For any order, the trading horizon can be determined by the following formula: 
 

Horizon length (hours) =         %ADV          ∗ 6.5 hours per U S trading day 
 

 

Although this calculation normally assumes that a trader receives an order at the start of a 

trading day, it can be applied to an order that starts at any time. If a trader receives a 4% ADV order 

at 10:15AM, and the trader is targeting a Participation Rate of 7% of passing volume, we can determine 

the projected order horizon using the same method: 

 

          4% ADV            = 
4

7
 of a trading day.  

                                                                  

 

 A trading day is from 9:30AM until 4:00PM in the United States, which is a total of 6.5 

hours. To convert the fraction of a trading day into order length, 
4

7
 of a trading day * 6.5 hours per  



2  

 

 

trading day = 3.7 hours. This means that an order starting at 10:15 should be completed by 

approximately 2:00PM. 
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This message and any attachments hereto are intended only for use by the addressee(s) named herein 

and may contain legally privileged and/or confidential information. If you are not the intended recipient, 

please notify me immediately and permanently delete this message. Notice Regarding Entry of Orders and 

Instructions: Please do not use e-mail to transmit orders for securities or for other time-sensitive instructions. 

Notice Regarding Privacy and Confidentiality: Trade Informatics at its discretion, reserves the right to 

monitor and review all e-mail communications through its network. E-mail transmission cannot be 

guaranteed to be secure or error-free. Trade Informatics may, in the normal conduct of business, act as a 

principal or agent in connection with the purchase or sale of a security, which may be mentioned in this e-

mail. Trade Informatics does not produce, author or create any equity research products of its own for 

customers. 

The information contained herein has been gathered from multiple sources and is believed to be reliable. 

However, Trade Informatics has not independently verified the accuracy of the content and does not make 

any representations as to the accuracy or completeness of this information. Any data provided is for 

informational purposes and Trade Informatics does not believe that it is sufficient to base an investment 

decision on. This information should not be regarded as a solicitation or recommendation of any particular 

security or to engage in any trading strategy. Trade Informatics does not engage in investment banking or 

market making, and does not receive compensation from any public companies for such activities. 


