
TESTS
It is helpful to compare any given day’s profile to that of the
previous day. This can give you an idea of which way the
market is trying to move. Sometimes this will be crystal clear,
but there will also be times when it will be difficult to determine
which way the movement may take place. I will show you
various tests you can perform to determine the general direction
of the price move. Some results may give conflicting signals,
but by tabulating these results, you can usually determine
whether upward or downward price movement is dominant.

Figure 3shows the data for September 1999 soybean contracts
for three trading days. Starting with the trade facilitation test,
you can see that the open on August 30, 1999 ($470.00), was
higher than the close of August 27, 1999, indicating that the
market is headed higher.

It is also helpful to analyze the total volume traded on these
two days. On August 27, 1999, the total volume was 3080,
whereas on August 30, 1999, it was 4078, significantly higher.
This was an indication that the upward price movement would
continue.

Volume activities at the extremes provide clues to anticipate
market direction. I’ll use the data from both August 27, 1999,
and August 30, 1999, to calculate this. Using four ticks, the
percentage volume for the top four prices of the day’s range on
August 27, 1999, was 16.8% (0.1 + 0.4 + 3.8 + 12.5) and 8.2%
(0.1 + 0.1 + 7.7 + 0.3) for the bottom. For August 30, 1999, the
results were 5.6% (1.6 + 0.0 + 4.0 + 0.0) for the top and 21.6%
(2.7 + 8.4 + 0.5 + 10.0) for the bottom.

The higher activity on the upper extreme on August 27,
1999, implied that the buying trend would continue. On the

DISPERSION OF VOLUME CALCULATION
The dispersion of volume is calculated to determine whether
the buyer or seller is in control of the market.

Calculation
1 Locate the highest volume price within the value area.

2 Add all the percent volume figures above the high-
volume price within the value area.

3 Add all the percent volume figures below the high-
volume price within the value area.

4 Divide the percent volume for the high-volume price
by two and add half to both sides.

The results of the example on Figure 1 are: 
Highest volume price = $485.40.

Volume at this price = 25.3%

Volume above $485.40 = 17.8%

Volume below $485.40 = 21.1%

25.3/2 = 12.65

12.65 + 17.8 = 30.45%
= volume above highest volume price.

12.65 + 21.1 = 33.75%
= volume below highest volume price.

FIGURE 1: DISPERSION OF VOLUME. Here’s the method for
calculating the dispersion of volume.

CONTRACT: SEP 99 SOYBEANS (CBOT) 9/2/99
PRICE VOLUME %VOL BRACKETS(*)

4910 4 0.3 K
4904 6 0.4 JK
4900 154 10.2 JK
4894 14 0.9 JK
4890 8 0.5 JK
4884 8 0.5 JK
4880 16 1.1 GJ
4874 2 0.1 GJ
4870 22 1.5 EGIJ
4864 162 10.7 EFGHIJ
4860 48 3.2 EFGHI
4856 10 0.7 EFGHI
4854 382 25.3 DEFGHI
4850 212 14.0 DEGHI
4846 14 0.9 DEGH
4844 94 6.2 DEG
4842 4 0.3 D
4840 16 1.1 YD
4834 102 6.7 D
4830 14 0.9 D
4824 84 5.6 D
4820 60 4.0 D
4816 8 0.5 D
4814 26 1.7 D
4810 36 2.4 D
4804 6 0.4 D
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Keep in mind that the dispersion of volume is not useful for
trend days. —J.G.

following day, the higher volume traded at the lower end,
indicating that the upward trend would not continue, possibly
indicating that a resistance level had been reached.

Another useful test is to compare the volume value area for
the two days. The range for the volume value area on August
27, 1999, was 32 (4674-4642) and the range for August 30,
1999, was 56 (4700-4644). The higher range on August 30
implied that prices would continue to move higher.

As indicated in last’s month article, the value area may be
calculated in two ways: volume and time-price opportunity
(TPO) count. The two methods may provide slightly different
results. Comparing the volume value area and the TPO value
area can reveal further clues to the market direction. If the
volume value area is higher than the TPO value area, even
slightly, it is an indication that prices will move higher. On both
August 27 and August 30, 1999, this condition was evident.
This was another indication that the market would continue to
move up.

In order to test the trend of the market, an analysis known as
the average high volume can be used. For this calculation, you
have to identify the five highest percentage of total volume
figures, add them together, and calculate the average. The
larger the average volume figure, the lower the probability that
a trend is continuing. In the example in Figure 3, we see that for
August 27, 1999, the result was 10.74 ((13.1 + 12.5 + 11.3 + 8.6
+ 8.2)/5). At this point, this value does not reveal anything
significant because you do not know the value from the
previous day. On August 30, 1999, the result was 9.06 ((10.1
+ 10.0 + 9.2 + 8.4 + 7.6)/5), lower than that of the previous day,
indicating that the possibility of a trend was higher.




