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Praise for Algorithmic Trading

"Algorithmic Trading is an insightful book on quantitative trading written by a
seasoned practitioner. What sets this book apart from many others in the space is
the emphasis on real examples as opposed to just theory. Concepts are not only
described, they are brought to life with actual trading strategies, which give the
reader insight into how and why each strategy was developed, how it was
implemented, and even how it was coded. This book is a valuable resource for
anyone looking to create their own systematic trading strategies and those
involved in manager selection, where the knowledge contained in this book will
lead to a more informed and nuanced conversation with managers."

—DAREN SMITH, CFA, CAIA, FSA, Managing Director, Manager
Selection & Portfolio Construction, University of Toronto Asset
Management

"Using an excellent selection of mean reversion and momentum strategies, Ernie
explains the rationale behind each one, shows how to test it, how to improve it,
and discusses implementation issues. His book is a careful, detailed exposition of
the scientific method applied to strategy development. For serious retail traders, I
know of no other book that provides this range of examples and level of detail.
His discussions of how regime changes affect strategies, and of risk management,
are invaluable bonuses."

—Roger Hunter, Mathematician and Algorithmic Trader
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Editorial Review

From the Inside Flap

In his well-received first book Quantitative Trading, Dr. Ernest Chan addressed the essential techniques an
algorithmic trader needs to succeed at this demanding endeavor. While some useful example strategies were
presented throughout, they were not the main focus of the book.

With this in mind, Dr. Chan has created a practical guide to algorithmic trading strategies that can be readily
implemented by both retail and institutional traders alike. More than an academic treatise on financial theory,
Algorithmic Trading is an accessible resource that blends some of the most useful financial research done in
the last few decades with valuable insights Dr. Chan has gained from actually exploiting some of those
theories in live trading.

Engaging and informative, Algorithmic Trading skillfully covers a wide array of strategies. Broadly divided
into the mean-reverting and momentum camps, it lays out standard techniques for trading each category of
strategies and, equally important, the fundamental reasons why a strategy should work. The emphasis
throughout is on simple and linear strategies, as an antidote to the over-fitting and data-snooping biases that
often plague complex strategies. Along the way, it provides comprehensive coverage of:

Choosing the right automated execution platform as well as a backtesting platform that will allow you to●

reduce or eliminate common pitfalls associated with algorithmic trading strategies
Multiple statistical techniques for detecting "time series" mean reversion or stationarity, and for detecting●

cointegration of a portfolio of instruments
Simple techniques for trading mean-reverting portfolios—linear, Bollinger band, and Kalman filter—and●

whether using raw prices, log prices, or ratios make the most sense as inputs to these tests and strategies
Mean-reverting strategies for stocks, ETFs, currencies, and futures calendar and intermarket spreads●

The four main drivers of momentum in stocks and futures, and strategies that can extract time series and●

cross sectional momentum
Newer momentum strategies based on news events and sentiment, leveraged ETFs, order flow, and high-●

frequency trading
Issues involving risk and money management based on the Kelly formula, but tempered with the author's●

practical experience in risk management involving black swans, Constant Proportion Portfolio Insurance,
and stop losses

Mathematics and software are the twin languages of algorithmic trading. This book stays true to that view by
using a level of mathematics that allows for a more precise discussion of the concepts involved in financial
markets. And it includes illustrative examples that are built around MATLAB© codes, which are available
for download.

While Algorithmic Trading contains an abundance of strategies that will be attractive to both independent
and institutional traders, it is not a step-by-step guide to implementing them. It offers a realistic assessment
of common algorithmic trading techniques and can help serious traders further refine their skills in this field.

About the Author



ERNEST P. CHAN is the Managing Member of QTS Capital Management, LLC. He has worked for
various investment banks (Morgan Stanley, Credit Suisse, Maple) and hedge funds (Mapleridge, Millennium
Partners, MANE) since 1997. Chan received his PhD in physics from Cornell University and was a member
of IBM's Human Language Technologies group before joining the financial industry. He was a cofounder
and principal of EXP Capital Management, LLC, a Chicago-based investment firm. Chan is also the author
of Quantitative Trading: How to Build Your Own Algorithmic Trading Business (Wiley) and a popular
financial blogger at http://epchan.blogspot.com. Find out more about him at www.epchan.com.

Users Review

From reader reviews:

Natalia Burton:

Now a day folks who Living in the era everywhere everything reachable by connect with the internet and the
resources in it can be true or not call for people to be aware of each facts they get. How a lot more to be
smart in receiving any information nowadays? Of course the reply is reading a book. Examining a book can
help persons out of this uncertainty Information mainly this Algorithmic Trading: Winning Strategies and
Their Rationale book because book offers you rich facts and knowledge. Of course the knowledge in this
book hundred % guarantees there is no doubt in it you may already know.

Janna Lefevre:

Information is provisions for individuals to get better life, information these days can get by anyone with
everywhere. The information can be a know-how or any news even a concern. What people must be consider
when those information which is inside former life are difficult to be find than now's taking seriously which
one works to believe or which one the actual resource are convinced. If you get the unstable resource then
you have it as your main information you will have huge disadvantage for you. All those possibilities will
not happen with you if you take Algorithmic Trading: Winning Strategies and Their Rationale as your daily
resource information.

Jack Bemis:

This Algorithmic Trading: Winning Strategies and Their Rationale is great reserve for you because the
content which can be full of information for you who always deal with world and also have to make decision
every minute. This particular book reveal it details accurately using great arrange word or we can say no
rambling sentences within it. So if you are read that hurriedly you can have whole details in it. Doesn't mean
it only gives you straight forward sentences but difficult core information with lovely delivering sentences.
Having Algorithmic Trading: Winning Strategies and Their Rationale in your hand like keeping the world in
your arm, details in it is not ridiculous one particular. We can say that no e-book that offer you world with
ten or fifteen second right but this publication already do that. So , this really is good reading book. Hey
there Mr. and Mrs. hectic do you still doubt in which?



Megan Jordan:

You could spend your free time to learn this book this book. This Algorithmic Trading: Winning Strategies
and Their Rationale is simple to create you can read it in the playground, in the beach, train in addition to
soon. If you did not have much space to bring the printed book, you can buy often the e-book. It is make you
quicker to read it. You can save typically the book in your smart phone. Thus there are a lot of benefits that
you will get when you buy this book.
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