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NONTREND DAY
Sept. ‘99 T-bond (CBOT) day, 8/26/99

11624 B
11623 AB
11622* $ABL
11621 $ABL
11620 $ABLM*
11619 $BKLM
11618 $BEKLM
11617 $BDEFKL
11616 Z$BDEFKL
11615 Z$BCDEFJKL
11614 Z$BCDEFHIJK >
11613 Z$CDEFGHIJK
11612 CDEFGHIJ
11611 CDEFGHJ
11610 EG
11609 G

useful in indicating price
direction. Figure 5 gives an
example of a standard trend
day; price is consistently
rising and there is no interest
in moving it in the opposite
direction. The profile is
usually narrow, with no time
period containing more than
five TPOs. The other-
timeframe participant is in
control.

A double-distribution day
is displayed in Figure 6. You
can clearly see the two
different distributions that
occurred during the trading
day. The initial balance is
represented by the B and C
TPOs and is relatively narrow,
which means that the other-
timeframe participant has not

FIGURE 7: NONTREND DAY. A narrow trading
range with a wide profile identifies this profile.
It is likely that traders are waiting for a news
event or economic release, or it may be a day
prior to a holiday. Here, the TPO symbols are
Z$ABCDEFGHIJKLM.

entered the market. The other-timeframe buyers enter the
market aggressively during F because they believe prices are
below value. This results in the prices extending to another
level. Trading between buyers and sellers occurs at this stage,
and a new balance level is established.

If you detect the formation of the double-distribution day
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VALUE AREA CALCULATION
Oct. ‘99 crude oil, 8/24/99

2165 C
2164 CE
2163 CE
2162 BCDE
2161 BCDE
2160 BCDE
2159 BCDE
2158 BCDEJ
2157 BCDEFJK
2156 BCDEFGIJK
2155 BCDEFGHIJKL>
2154 BCDFGHIJKL
2153* BCDFGHIJKL
2152 BCFGHIJKL
2151 BCFGHIJKL
2150 BCFGHIKL*
2149 BCFIKL
2148 BCFIKL
2147 BIL
2146 BIL
2145 BIL
2144 BI
2143 BI
2142 BI
2141 BI
2140 BI
2130 I
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SIDEBAR FIGURE 1: VALUE AREA CALCULA-
TION. The value area is calculated using the TPO
counts at price levels above and below that level
with the most TPOs.

VALUE AREA CALCULATION
Value area can be calculated using either volume or time price opportunity
(TPO) count. Here’s the calculation using the TPO count:

1 Count the total number of TPOs, including single prints.
2 Calculate 70% of this number.
3 Identify the point of control (the longest line of TPOs closest to the center

of the range) and note its TPO count.
4 Add the TPOs of the two prices above and below the point of control. The

TPOs of the two with the greater number should be added to the TPOs
of the point of control.

5 Continue this process till the total number of TPOs counted reaches
70% of the total number of TPOs.

The same methodology can be used to calculate the value area using volume.
See sidebar Figure 1 for the application of the calculation.

Total TPOs = 131
70% of 131 = 91.7
TPOs of the point of control = 11
TPO count: 11 + 20 + 18 + 16 + 14 + 9 + 6 = 94
Value area = $21.48 to $21.59

—J.G.

early, you can take advantage of some great trading
opportunities. It is important to watch the TPOs here between
the two distributions. They are usually single prints, but if you
notice them changing to double prints later during the trading
day, it is an indication that price levels are not being sustained
at the second distribution; they are, in fact, moving back to the
first distribution.

There are days when there will be no enthusiasm that you
can observe in the market. You will be able to identify this by
a very narrow trading range with a wide profile (Figure 7); no
evidence of a range extension is apparent. This is known as a
nontrend day. What may be happening here is that traders are
waiting for either a news event or an economic release, or it
could just be a day prior to a holiday. Usually, a nontrend day
is followed by a change in trend. In Figure 8, you can see that
the profile of the September 1999 Treasury bond contracts,
which traded on August 26, 1999, was followed by a downward
trend.

There is another type of day known as the neutral day. In
this case, as the name suggests, there is not much difference in
the perception of value between buyers and sellers. You can
see that both buyers and sellers are active by the range
extensions on either side of the initial balance. Figure 9
represents such a day. The close is in the middle of the range,
indicating that there is a balance between the buyer and seller.
If, however, the close was near either extreme, it may mean
that the buyer (if it closed toward the top) or seller (if it closed
toward the bottom) is in control.




