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Introduction
In the world of technical analysis, there are many different indicators that can be applied to a price
chart.  One of these is the On Balance Volume (OBV) indicator.  This article in Brainy's series on
Technical Analysis (number TA-4410) provides an introduction to the OBV indicator. 

OBV Indicator
The  OBV  indicator  was  developed  by  Joseph  Granville,  and  attempts  to  measure  the  level  of
accumulation and distribution by comparing volume to price movement.  It is described in his book
“Granville's New Strategy of Daily Stock Market Timing for Maximum Profit”.  It works on the premise
that larger traders accumulate and distribute stock in higher volumes before a move in share price.

It is a measure of underlying strength, and is basically a “running total” of the traded volume, where
the day's volume is added to the “running total” if the day's closing price is higher than the previous
close.  Conversely, if  the day's close is less than yesterday's, then the volume is subtracted.  Of
course, this is for a daily perspective.

The same thing applies on a weekly chart — the weekly total value is added to, or subtracted from, the
weekly “running total”.

A sample is shown in Figure 1 above.  Note that the OBV actually made Lower Highs in late 2007,
while the share price made a new high.
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Figure 1: OBV indicator on ANZ price chart.

* —
 B

ra
in

y'
s 

eB
oo

k 
(P

D
F)

 A
rti

cl
es

 a
re

 o
nl

y 
av

ai
la

bl
e 

to
 S

ha
re

 M
ar

ke
t T

oo
lb

ox
 m

em
be

rs
.

 V
is

it 
 w

w
w

.ro
be

rtb
ra

in
.c

om
/a

rti
cl

es
/   

fo
r m

or
e 

in
fo

rm
at

io
n.

Th
e 

fir
st

 p
ag

e 
of

 e
ve

ry
 a

rti
cl

e 
is

 fr
ee

, a
nd

 s
om

e 
of

 th
e 

ar
tic

le
s 

ar
e 

co
m

pl
et

el
y 

fre
e 

(e
g.

 s
ho

rte
r o

ne
s 

an
d 

Ta
bl

e 
of

 C
on

te
nt

s)
.



Brainy's 
eBook (PDF) Articles This article 

is NOT free*

Unfortunately, 
the remaining pages of this article 

are not available for free.

Some of the eBook Articles are available for free,
including the Table of Contents pages,

and the Introduction and Overview pages.

These articles take a lot of time, experience, 
knowledge and expertise to compile.

However, there is some good news.

You can subscribe as a Toolbox MEMBER 
and have unlimited access to all Articles,

plus a whole lot more.

Visit: www.robertbrain.com

Robert writes and updates Articles on three topics:
✔ Share Trading & Investing

✔ Technical Analysis
✔ BullCharts (charting software)

See a list of Articles in the free section of the Toolbox:
www.robertbrain.com/members-area/articles.html 

(the green shaded articles are free)

File Name: page2-note.odt Printed: 27 Apr 2012
Note:  This information cannot be relied upon.  It is only a guide.  There is no guarantee of success.
© Copyright 2009-2012, Robert Brain.  These articles are available by subscription:  www.robertbrain.com

* 
—

 B
ra

in
y'

s 
eB

oo
k 

(P
D

F)
 A

rti
cl

es
 a

re
 o

nl
y 

av
ai

la
bl

e 
to

 S
ha

re
 M

ar
ke

t T
oo

lb
ox

 m
em

be
rs

.
 V

is
it 

 w
w

w.
ro

be
rtb

ra
in

.c
om

/a
rti

cl
es

/  
fo

r m
or

e 
in

fo
rm

at
io

n.
Th

e 
fir

st
 p

ag
e 

of
 e

ve
ry

 a
rti

cl
e 

is
 fr

ee
, a

nd
 s

om
e 

of
 th

e 
ar

tic
le

s 
ar

e 
co

m
pl

et
el

y 
fre

e 
(e

g.
 s

ho
rte

r o
ne

s 
an

d 
Ta

bl
e 

of
 C

on
te

nt
s)

.

http://www.robertbrain.com/
http://www.robertbrain.com/members-area/articles.html
http://www.robertbrain.com/members-area/why-join.html
http://www.robertbrain.com/articles/

