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PREFACE

In a perfectly competitive and complete market, traders can engage in trading
instantly at an equilibrium price for any quantity. In that environment, when executing
a trade, a trader’s cost of trading encompasses two components: (1) the value of the
stock or asset (cost of investment), a payment to the seller; and (2) a fixed charge, such
as commission, a payment to the broker or intermediary who facilitates the trade. The
second component is typically known as transaction cost. The performance on trading
depends on the proceeds from the sale of the stock, net of transaction cost. In an
intensely competitive financial market in which every trader is seeking alpha,
transaction cost, no matter how small, can dictate performance when comparing with a
benchmark or peer traders. Empirical evidence reveals that transaction costs can range
from as low as 30 bps to as high as 300 bps, depending on the size of the trade and the
liquidity of the stock. This evidence clearly indicates that transaction cost can affect
investment performance and warrants careful management. Portfolio performance relies
on upon many elements, for example, stock picking capacity, planning ideal portfolio
portion, and market timing. Be that as it may, as of late literature begin tending to the
significance of transaction cost analysis in measuring portfolio performance. The
present study examines the performance appraisal of stock trade by using transaction
cost analysis (TCA).

The whole thesis is organized under the sixth chapters. In the first chapter of the
thesis concentration was given on the conceptual framework and introduces historical

perspective and theoretical background of transaction cost. The second chapter presents



the research methodology adopted for the study. The chapter deals with the review of
literature with an expectation to recognize the intuitive factors and discover the research
gap. Objectives, hypotheses, research methodology, scope and significance of the study
are also discussed in this chapter. The third chapter describes and analysis the factors
influencing transaction costs in stock market. In this section, further review of all three
mathematical frameworks of Implementation Shortfall and improving the analysis by
providing further classification on opportunity cost that previous studies have not
addressed. The objective of fourth chapter is to identify the transaction costs associated
with stock trade in stock market. To achieve this objective this chapter try to find out
the association between transaction cost (measured by implementation shortfall) and
market timing of the transaction. The fifth chapter describe the performance appraisal
of stock trade by using transaction cost analysis. This chapter also describe the
relationship between transaction cost and other performance measurement. This chapter
also try to find out the appropriate timing for the best execution price. The sixth and
epilogue chapter presents the summary of findings, discussion, suggestive measures for
reducing transaction costs, and scope for further research.

The present study 1s an effort to make academic contribution. While I have tried
to be accurate in all respects but still some deficiencies may creep in unintentionally.

Thus any suggestion regarding the study is highly appreciated.

Date: 13-04-2017 Mohammad Sogir Hossain Khandoker
Place: Silchar
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