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Goethe-Universitiit Frankfurt am Main.

Accumulation Distribution Line Introduction Developed by Marc Chaikin, the Accumulation Distribution
Line is a volume-based indicator designed to measure the cumulative flow of money into and out of a security.
Chaikin originally referred to the indicator as the Cumulative Money Flow Line. First, a multiplier is
calculated based on the relationship of the close to the high-low range. First, calculate the Money Flow
Multiplier. Second, multiply this value by volume to find the Money Flow Volume. The multiplier is positive
when the close is in the upper half of the high-low range and negative when in the lower half. This makes
perfect sense. The Accumulation Distribution Line rises when the multiplier is positive and falls when the
multiplier is negative. The multiplier adjusts the amount of volume that ends up in the Money Flow Volume.
Notice how the multiplier is between. A high positive multiplier combined with high volume shows strong
buying pressure that pushes the indicator higher. Conversely, a low negative number combined with high
volume reflects strong selling pressure that pushes the indicator lower. Money Flow Volume accumulates to
form a line that either confirms or contradicts the underlying price trend. In this regard, the indicator is used to
either reinforce the underlying trend or cast doubts on its sustainability. An uptrend in prices with a downtrend
in the Accumulation Distribution Line suggests underlying selling pressure distribution that could foreshadow
a bearish reversal on the price chart. A downtrend in prices with an uptrend in the Accumulation Distribution
Line indicate underlying buying pressure accumulation that could foreshadow a bullish reversal in prices. A
cumulative total of this positive and negative volume flow forms the OBV line. This line can then be
compared with the price chart of the underlying security to look for divergences or confirmation. As the
formula above shows, Chaikin took a different approach by completely ignoring the change from one period to
the next. Instead, the Accumulation Distribution Line focuses on the level of the close relative to the high-low
range for a given period day, week, month. With this formula, a security could gap down and close
significantly lower, but the Accumulation Distribution Line would rise if the close were above the midpoint of
the high-low range. OBV moved sharply lower because the close was below the prior close. The
Accumulation Distribution Line moved higher because the close was near the high of the day. Trend
Confirmation Trend confirmation is a pretty straight-forward concept. An uptrend in the Accumulation
Distribution Line reinforces an uptrend on the price chart and vice versa. The Accumulation Distribution Line
confirmed each of these price trends. Divergences Bullish and bearish divergences are where it starts getting
interesting. A bullish divergence forms when price moves to new lows, but the Accumulation Distribution
Line does not confirm these lows and moves higher. A rising Accumulation Distribution Line shows, well,
accumulation. Think of this as basically stealth buying pressure. Based on the theory that volume precedes
price, chartists should be on alert for a bullish reversal on the price chart. The indicator pink and the price
trend moved in unison from February to June. Signs of accumulation emerged as the indicator bottomed in
early July and started moving higher. JWN moved to a new low in late August. Even though the indicator
showed signs of buying pressure, it was important to wait for a bullish catalyst or confirmation on the price
chart. This catalyst came as the stock gapped up and surged on big volume. A bearish divergence forms when
price moves to new highs, but the Accumulation Distribution Line does not confirm and moves lower. This
shows distribution or underlying selling pressure that can foreshadow a bearish reversal on the price chart. The
indicator not only peaked, but it also moved lower in March and April, which reflected some selling pressure.
LUV confirmed weakness with a support break on the price chart and RSI moved below 40 shortly afterward.
RSI often trades in bull zones and bear zones RSI held in the bull zone until early May and then moved into a
bear zone. Disconnect with Prices The Accumulation Distribution Line is an indicator based on a derivative of
price and volume. This makes it at least two steps removed from the actual price of the underlying security.
Moreover, the Money Flow Multiplier does not take into account price changes from period to period. As
such, it cannot be expected to always affirm price action or successfully predict price reversals with
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divergences. Sometimes there is a disconnect between prices and the indicator. Conclusions The
Accumulation Distribution Line can be used to gauge the general flow of volume. An uptrend indicates that
buying pressure is prevailing on a regular basis, while a downtrend indicates that selling pressure is prevailing.
Bullish and bearish divergences serve as alerts for a potential reversal on the price chart. As with all
indicators, it is important to use the Accumulation Distribution Line in conjunction with other aspects of
technical analysis, such as momentum oscillators and chart patterns. It is not a standalone indicator. After
selecting, the indicator can be positioned above, below or behind the price of the underlying security. Chartists
can also add a moving average to the indicator by using the advanced options. Click here for a live chart with
the Accumulation Distribution Line. For the purposes of scanning, daily volume data is incomplete during the
trading day. Further Study This book covers it all with explanations that are simple and clear. Murphy covers
most the major charts patterns and indicators. A complete chapter is devoted to understanding volume and
open interest.
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This book presents the most significant theoretical articles by Bertram Schefold to illuminate the development and the
present state of modern classical theory. It assembles twenty heavily discussed p.

By technical analysis theory a trader should look for divergence between price and this indicator. This is kind
of an unique indicator and it cannot be compared to any other indicators in technical analysis. In simple words,
the WAD indicator measures the pressure applied to move price and then add this value to the previous WAD.
When price advances, it evaluates how far up price moved from the True Low and when price declines it
calculates how deep price fall from the True High. However, the main idea behind the WAD indicator is to
spot abnormal trading activity: When price moves up or side-way and the WAD indicators declines. It happens
when in summary, we have more down moves, yet single strong up-moves keep the price flat or even push
price to a new high. These single up-moves are strong enough to recover the loss from multiple down-moves,
yet, these single up-moves are not strong enough to push the WAD indicator up. Technical analysis states that
in this case we have consistent bearish pressure of the professional investors and short-lived bullish spikes of
the crowd. The professional traders are distributing their high priced shares. They do not put a lot of bearish
pressure as they want to sell at the highest possible price. That is why we see relatively shallow down-moves.
That is why these professional traders do not mind the crown running price up for as long as it does not
change the general sentiment. As a rule, at the end, the professional beat the crowd and push price down.
When price moves down or side-way and the WAD indicators advances. It usually occurs when we have more
up-moves, however single down-moves keep the price flat or push price to a new low. These single
down-moves are strong enough to erase the gain from multiple up-moves, yet, these single down-moves are
not strong enough to push the WAD down. Technical analysis theory states that in this case we have
consistent bullish pressure of the professional investors and short-lived bearish spikes of the crowd. The
professional traders are accumulating their low priced shares. They do not put a lot of bullish pressure at this
moment and that is why we see relatively modest up-moves. These professional traders do not mind the crown
running price down and bearish spikes of the crowd are not strong enough to change the sentiment among
professionals. As a rule, at the end, the professional beat the crowd and push price up. It allows you to see
changes in the WAD trend direction.
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Normal prices, technical change, and accumulation. [Bertram Schefold] -- There has been a marked revival of classical
economic theory since the s. This was associated partly with Sraffa's contribution, partly also with the development of
post-Keynesian economics.

The Volume Accumulation indicator combines volume and a price-weighting that attempts to show the
strength of conviction behind a trend; the Volume Accumulation indicator might prove useful in uncovering
divergences. The formula for the Volume Accumulation formula is shown below: If the close is towards the
lower half of the range of the price action, then volume is negative for the day. A chart compares the Volume
Accumulation indicator with the On Balance Volume indicator that adds positive volume if the close is higher
than the previous close, even if the close is only a penny higher, is given next of the stock Citigroup C: As can
be seen in the chart above, Volume Accumulation was giving a more realistic representation of what the stock
of Citigroup was doing â€” going downward. The logic behind the Volume Accumulation technical analysis
indicator is follows: An up day on high volume is considered bullish, because volume is being transacted at
higher prices; for example, there is an imbalance of supply and demand, demand is more than supply,
therefore price increases. The fact that there is much volume shows that the size of the supply and demand
imbalance is large. A down day on high volume is considered bearish, because volume is being transacted at
lower prices. With an imbalance of supply and demand, there being more supply than demand, then prices will
go down. Since there is high volume, this is a bearish signal because there were many more stock traders and
traders trying to get out of their position and willing to do that by asking for a lesser price. A potential use of
the Volume Accumulation indicator is to confirm price movements and show divergences between the
indicator and prices, signaling a possible reversal in trend. This is discussed on the next page. The information
above is for informational and entertainment purposes only and does not constitute trading advice or a
solicitation to buy or sell any stock, option, future, commodity, or forex product. Past performance is not
necessarily an indication of future performance. Trading is inherently risky. Volume Accumulation
Divergences A trader might view any increase or decrease in price with little volume with skepticism. The
Volume Accumulation indicator attempts to expose instances where price is making new highs or lows, but
the indicator is failing to confirm those price moves. Also, the Volume Accumulation technical indicator
attempts to confirm price movements. The chart below of the Russell e-mini futures contract shows examples
of these divergences, both bearish and bullish: High 1 to High 2 The E-mini Russell future made a lower high;
this move lower was confirmed by the Volume Accumulation indicator which made a lower high as well. Low
1 to Low 2 The emini futures contract made a lower low; however, the Volume Accumulation indicator did
not confirm this move. Instead, the indicator made a higher low, a bullish divergence suggesting that the
bottom may have arrived in the price of the futures contract. This bullish divergence may have acted as a
strong indication for traders to lessen the size of their short positions or even buy to cover all their short
positions. Low 3 to Low 4 The Volume Accumulation indicator confirmed the price increase in the e-mini
future by making a higher low. During periods of confirmation like this, traders might feel stronger about their
stock or futures positions that are held in the direction of the major market trend. The Volume Accumulation
is a technical analysis tool that combines both price and volume. Other similar technical indicators include
Chaikin Oscillator see: Chaikin Oscillator and Money Flow Index see:
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Which markets work best with the ROC oscillator? The PROC is often referred to as a purely momentum
oscillator. Create a Winning Strategy: See how you can learn to trade stocks, futures and bitcoin risk-free.
Based on the configurations used, the ROC indicator measures the current price with the price for the
look-back period. With some smoothing, the ROC oscillator moves around the 0-line from positive to
negative. When momentum increases, the ROC oscillator moves from negative to above the 0-line and when
momentum decreases, the ROC oscillator moves from positive and above the 0-line to negative. As with all
oscillators, the ROC can be used to time the market entry into a trend. It can also be used as a trend
identification indicator as well as used to measure divergence in the momentum and price. The first chart
below shows the price rate of change oscillator applied to the daily chart. The setting for this indicator is the
default 9-period setting. Price Rate of Change Oscillator As you can see in the above chart example, the
PROC moves within the fixed 0-line and indicates rising and falling momentum in price. This can be used as a
technical oscillator to buy the dips in the uptrend or to sell the rallies in the downtrend. The calculation of the
PROC indicator is very simple and this technical oscillator is in fact very simple in its calculation. The
calculation for the price rate of change oscillator is, as the name suggests, the rate of change. The calculation
of the PROC is defined below. The ROC oscillator can also be plotted based on percentage terms instead of
absolute values. There are various settings that can be used for the ROC oscillator. For one, the common
settings used for this indicator is 9-periods. Other commonly used indicator settings include 14 and 25 as well.
Readers should remember that there is no absolute number that can magically give the right settings. Rather, it
is important to analyze the behavior of the security in order to use the right or the most appropriate settings for
the ROC oscillator. The volatility of the price of the asset being analyzed is of course of utmost importance.
Using too small a number can lead to very choppy readings while using a higher configuration setting could
potentially smooth the ROC to the point that signals can be very delayed. For day traders, it is important to
find a balance between the 9 and 14 periods setting for a daily chart. While it might look easy in hindsight, it
is important to note that the ROC oscillator will be difficult to pick up the tops and bottoms or in other words,
rising and falling momentum in price. Instead of simply applying the oscillator to the chart, traders should
instead focus on analyzing the security properly before using the ROC indicator. How can you use the rate of
change oscillator in technical analysis? The price rate of change oscillator can be used in a number of ways.
Here, we outline some of the methods involved mostly applicable for day trading or to time the price entry
with the ROC indicator. The method of analysis with the price rate of change indicator is nearly the same as
with most other commonly used oscillators such as the MACD for example. We already know that price never
moves in a straight line. This means that price posts a series of highs and lows within the trend. For the trader,
the challenge is of course in buying near the low point or the dip in the uptrend or selling near the high point
or the rally in the downtrend. The ROC indicator can help traders to find these points. Of course, in order to
know the trend, there are a number of ways. Trends can be analyzed either by looking at the highs and lows or
by looking at the signals from the technical indicators such as the moving averages. ROC as a timing indicator
in a trend In the above example, we have a 10 and period moving average applied to the daily chart. The ROC
setting used here is 9-periods. The concept is simple. Look to buy when momentum is at the weakest in the
uptrend, or sell when momentum is starting to weaken. At the area marked by the square, you can see that the
moving averages are aligned bullishly. At this point, the ROC is also weaker but starting to rise. This suggests
that price is likely to push higher. Additional confirmation can also be gotten from the candlestick patterns
themselves. At the area highlighted, for example, we can notice an outside bar that was formed. Other methods
for validation can include looking at whether the fundamentals are bullish or not. Using the ROC for
divergence Divergence is common to all oscillators, regardless of what name they go by. When the oscillator
forms a fresh low but price does not, or when price forms a high but the oscillator does not, it can indicate a
possible divergence and signal a correction. Using this knowledge, traders can apply the price rate of change
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and look for divergence with price. Price Rate of Change Oscillator and Divergence In the above example, we
can see an instance of divergence that is forming. Here, price posted a higher high, but the ROC oscillator
posted a lower high. This divergence, known as bearish divergence can be used in two ways. A trader can
either go short on the market after observing this phenomenon, or they can wait for the price correction to be
completed and then enter long into the trend. Other forms of divergence include the hidden bearish or bullish
divergences, which are more powerful and can signal the trend continuation. The zero-line The zero-line
signal is another common method. Here, buy or sell signals can be taken based on when the ROC moves
above or below the zero-line. Of course, using this method requires some experience as not all zero-line
crossings are the same. Sometimes, the ROC can dip below the zero-line only to reverse back higher. This is
an important point to note. The ROC reacts to the price and not the other way around. Therefore, traders need
to focus on the price and price action as well before trading this simple method with the ROC indicator.
Combining with trend indicators can be beneficial. This will help traders to ascertain the trend based on a
moving average crossover and then validate this with the ROC. This is illustrated in the next example below.
Price Rate of Change zero-line crossing In the above example, we look at how you can trade the price rate of
change zero-line crossing. In the first instance, we have the PROC moving above the zero-line. This is a buy
signal. However, notice that the moving averages were still bearish consider the fact that moving averages are
lagging, this will be a confirmation tool. Once we have the 10 and 30 periods moving averages crossing over
into bullish formation, we can then go long because the PROC is also above the zero-line. This suggests that
the bullish momentum will continue. In the second instance, while the moving averages were still bullish, the
PROC falls below the zero-line. This is a sell signal. But do you sell? No, because the trend is still bullish. A
few sessions later, we have the doji candlestick formation. This is also followed by the PROC moving above
the zero-line. In this case, the buy signal from the price rate of change indicator and the moving averages align
together, signaling a long position in the market. To trade with the zero-line crossing of the price rate of
change indicator, you can use a number of other methods, including just price action to trade these signals
successfully. This is because breakouts usually occur with strong momentum. It is common knowledge that
not all breakouts are successful and this is where a momentum oscillator such as the PROC can help. For
breakout trading, one can use either the daily chart or an intraday chart with the appropriate settings for the
ROC oscillator. However, one needs to find a balance so that the look-back period is not too choppy or not too
smooth. Here, we are using a 5-period look back from the ROC so that the momentum can be captured easily.
The basis for using the 5-period ROC setting is to capture the breakout and trade for a few dollars in profit.
The trajectory is also rising higher and therefore, this suggests a continuation of the breakout. Traders can
simply go long after the close and set the stops to the low or the open of this bullish breakout candlestick.
There are certainly more methods of using the ROC than the ones outlined above. There is no right answer to
this. Some might argue that the rate of chance oscillator is ideally used with stocks. That may be true, but you
can also use it with other markets including futures or even forex. The point to remember is that the ROC is
merely a mathematical calculation. For the ROC, it does not matter when the price of the security is a stock or
futures or anything else. Therefore, you can use the price rate of change indicator in almost any market. The
only main difference is that you need to focus on tweaking the oscillator to use the right settings. The ROC is
also independent of the time frame and merely looks at the sessions. So you can use the ROC on a daily chart
as well as on a 5-minute chart. Futures day traders or even stock day traders can apply the rate of change
oscillator to a chart and time frame of their choice and trade accordingly. The downside with intra-day trading,
especially stocks, is that the asset can become volatile.
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Investopedia hosts articles from other investing and financial information publishers across the industry.
While we do not have editorial control over their content, we do vet their articles to make sure they are
suitable for our visitors. While their initials might be the same, these are entirely different indicators, and their
uses are different as well. A value of zero would mean that the price closed halfway between the high and low
of the range. A value of -1 means the close is equal to the low of the range. The CLV can be calculated as
follows: To learn about profiting from trading gaps, read Playing The Gap. Minor Changes - Sometimes it can
be difficult to detect minor changes in volume flows. To learn how to monitor trends in volume, read Volume
Rate Of Change. These signals rely on divergence and confirmation. This divergence signals increased buying
pressure, which can indicate weakening seller strength. It is usually followed by a change in the trend of the
security from downward to upward. Selling pressure is beginning to increase, which usually signals a future
downtrend in the price. Once this has been established, you can begin to look for a divergence from that trend.
When spotting these divergences, either bullish or bearish, it is best to allow a week or two for the signals to
develop. When it comes to bearish patterns, you want to keep an eye out for signals that are flat or do not have
a sharp divergence â€” these can also signal that no future change is probable. For more information, see
Divergence: The Trade Most Profitable. This indicator compares positive money flow to negative money flow
and creates an indicator that can then be compared to the price of the security to identify the current strength
or weakness of a trend. It is calculated using a day period. The MFI has a scale from This scale is a range: A
security that is close to usually signals an overbought position. In reality, an overbought position can be
signaled by an MFI value around A security that is near zero will signal an oversold position. A value of
around 20 usually qualifies a position as oversold. The RSI has a number range from Like the MFI, it is used
primarily to highlight overbought and oversold conditions. The RSI is best used as a complement to another
technical tool to analyze a security. The MFI measures the flow of money into a security, whether that money
is positive or negative. For more information, see our Exploring Oscillators And Indicators tutorial. The stock
had then begun to turn around again. It is also a fantastic way to confirm an existing trend. Trading Center
Want to learn how to invest? Get a free 10 week email series that will teach you how to start investing.
Delivered twice a week, straight to your inbox.
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Normal Prices, Technical Change and Accumulation by Bertram Schefold, , available at Book Depository with free
delivery worldwide.

7: Stock Support and Resistance areas, Chart levels, Accumulation
This book presents the most significant theoretical articles by Bertram Schefold to illuminate the development and the
present state of modern classical theory. It assembles twenty heavily discussed papers on joint production and fixed
capital, choice of technique and technical progress, composition.

8: Trend-Spotting With The Accumulation/Distribution Line
This bar-code number lets you verify that you're getting exactly the right version or edition of a book. The digit and digit
formats both work.
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This book presents the most significant theoretical articles by Bertram Schefold to illuminate the development and the
present state of modern classical theory.
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