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In the high-stakes world of financial trading, most market participants rely on lagging indicators—mathematical 

derivatives of price that signal what has already happened. However, professional traders and institutional players 

often turn to a more fundamental methodology: Volume Price Analysis (VPA). popularized significantly by author

Anna Coulling, VPA is not merely a trading strategy but a forensic approach to understanding market sentiment and

the actions of 'informed money'. By analyzing the relationship between price action and the volume that fuels it,

traders can identify the true strength of a trend and anticipate reversals before they manifest in lagging oscillators.

The Theoretical Foundation of Volume Price Analysis

Volume Price Analysis is rooted in the principles established over a century ago by legendary traders like Richard

Wyckoff and Jesse Livermore. The core premise is that price movement is a secondary effect; the primary cause is

volume. Volume represents the 'effort' expended by market participants, while the resulting price change is the

'result'. To understand VPA, one must first master the three fundamental laws of market physics as defined by

Wyckoff:

•  The Law of Supply and Demand: When demand exceeds supply, prices rise. When supply exceeds demand, 

prices fall. VPA allows us to see this imbalance in real-time through volume surges.

•  The Law of Cause and Effect: Every significant price movement (effect) is preceded by a period of preparation 

(cause). In VPA, this 'cause' is visualized as accumulation or distribution phases characterized by specific volume 

patterns.

•  The Law of Effort vs. Result: This is the cornerstone of VPA. A large volume bar (effort) should result in a wide 

price spread (result). If there is a divergence—high volume with little price movement—it indicates a potential 

reversal or professional intervention.

The Concept of 'Smart Money' and Insider Activity

VPA operates on the assumption that the markets are influenced by large institutional players, often referred to as

'Smart Money' or 'The Insiders'. These entities have the capital necessary to move markets. However, because of

their size, they cannot hide their tracks; their entry and exit points are visible in the volume bars. Volume is the only

leading indicator because it reveals the intent of these market movers. When insiders are buying, volume rises on

bullish candles; when they are offloading positions, volume spikes on bearish candles or at the top of a rally.

The Mechanics of VPA: Interpreting Price and Volume

To execute Volume Price Analysis effectively, a trader must analyze individual candles in the context of their

associated volume. This requires a granular understanding of candle spreads and the intensity of trading activity.

The Anatomy of a Candle in VPA

In traditional technical analysis, a candle is simply a record of Open, High, Low, and Close. In VPA, we look at the 

spread (the distance between the open and close) and the wicks(the price rejection). These are then cross-

referenced with the volume bar below.

•  Wide Spread Candle with High Volume: This is a 'validated' move. The effort (volume) has produced a 



commensurate result (price spread). This confirms the strength of the current trend.

•  Narrow Spread Candle with High Volume: This is an 'anomaly'. If the market is trying to move higher but high 

volume results in only a small candle, it suggests that 'Smart Money' is selling into the buying pressure, effectively 

capping the price. This is a classic sign of distribution.

•  Wide Spread Candle with Low Volume: This is a 'trap'. The price is moving significantly, but there is no 

institutional support behind it. These moves are often prone to immediate reversals because the 'fuel' is missing.

Critical VPA Candle Formations

Specific candle types take on heightened importance when paired with volume data. Two of the most significant are

'Stopping Volume' and 'Topping Out Volume'.



Candle Type Volume Profile Market Implication

Hammer / Pin Bar (Bottom) High to Ultra-High Stopping Volume: Insiders are 
absorbing selling pressure. A potential 
bottom is forming.

Shooting Star (Top) High to Ultra-High Topping Out Volume: Professional 
selling is overwhelming buyers. A 
reversal to the downside is likely.

Doji Very High Churning: Extreme indecision where 
massive effort is being expended with 
zero net price result. Often precedes 
a violent breakout.

Long Bullish Marubozu Low Lack of Interest: Despite the price 
rise, the low volume indicates a lack 
of conviction, suggesting a 'fake-out'.

Advanced Technical Workflow: The Four Phases of Market Cycles

VPA is most powerful when used to identify where the market sits within the broader Wyckoffian cycle. The market

does not move in a straight line; it moves through four distinct phases: Accumulation, Markup, Distribution, and

Markdown.

1. The Accumulation Phase

During this phase, the 'Smart Money' is buying quietly at low prices. Retail traders are often fearful, having just

endured a downtrend. You will see price moving sideways in a range. The VPA signal here is the appearance of

'Buying Climax' candles—long lower wicks with high volume—indicating that the big players are 'mopping up' the

remaining sell orders.

2. The Markup Phase

Once the accumulation is complete and supply is removed from the market, the price begins to rise. In a healthy

markup, every bullish candle is validated by rising volume. If volume begins to drop while the price continues to

rise, the trend is weakening, and the 'Law of Effort vs. Result' is being violated.

3. The Distribution Phase

This is the opposite of accumulation. After a long rally, insiders begin to sell their positions to late-coming retail

traders. The price goes sideways again, but the volume remains high. You will see 'Topping Out Volume'—narrow

candles with huge volume—suggesting that despite the hype, the price can no longer go higher because supply is

being dumped into the market.

4. The Markdown Phase

The final stage occurs when the insiders have fully exited. Panic sets in among retail traders, and the price

collapses. During this phase, volume may increase as 'stops' are hit and forced liquidations occur. The markdown

continues until 'Stopping Volume' appears once more, signaling the start of a new accumulation phase.

Practical Implementation: Integrating VPA into a Trading Strategy

Implementing VPA requires a systematic approach to chart reading. It is not enough to look at a single candle; one



must look at the 'story' the volume is telling over several bars.

Step-by-Step Procedure for VPA Entry

1.  Identify the Macro Trend: Determine if the market is in a markup or markdown phase on a higher timeframe 

(e.g., Daily or 4-Hour).

2.  Analyze Support and Resistance: Locate key price levels where volume has historically spiked. These are 

the areas where professionals are most active.

3.  Look for Anomalies: Scan for high-volume candles with small spreads near resistance or support. This 

indicates a potential change in trend.

4.  Wait for Validation: Do not enter on the anomaly alone. Wait for a follow-through candle that confirms the 

direction. For example, if you see a 'Shooting Star' on high volume at resistance, wait for the next candle to close 

bearishly on decent volume.

5.  Set Stops Based on Volume Peaks: Professional players often place their orders around high-volume 'nodes'. 

Placing stop-losses just beyond these high-volume peaks provides a technical buffer.

VPA vs. Traditional Technical Analysis

Many traders wonder how VPA differs from standard price action or indicator-based trading. The following

comparison highlights the strategic advantages of Volume Price Analysis.



Feature Traditional Indicators (RSI/MACD) Volume Price Analysis (VPA)

Lead/Lag Lagging (Based on past price) Leading (Reveals current intent)

Context Mathematical/Abstract Psychological/Institutional

Signal Quality Prone to 'whipsaws' in trending 
markets

Filters out fake moves through 
validation

Market Phase Difficulty identifying cycles Clearly identifies Accumulation/
Distribution

Logic Based on price averages Based on Supply and Demand physics

Case Studies: VPA in Real-World Scenarios

Case Study 1: The Bull Trap (Fake Breakout)

Imagine a stock hitting a new 52-week high. The price breaks above resistance with a massive green candle. A

retail trader might buy immediately. However, a VPA practitioner looks at the volume bar and sees it is 50% lower

than the average volume of the previous week. This is an immediate red flag. The lack of effort (volume) to support

the result (new high) indicates a bull trap. The price likely reverses within the next few sessions as the 'smart

money' isn't participating in the move.

Case Study 2: The Trend Reversal (Stopping Volume)

During a severe market sell-off, the price drops 10% in a single day. The final candle of the day is a 'Hammer' with 

the highest volume seen in years. This is Stopping Volume. The massive volume on a candle that managed to

close well off its lows suggests that institutions have stepped in to buy the 'blood in the streets'. This often marks a

permanent or significant structural bottom, providing an excellent entry for long-term investors.

Troubleshooting and Common Pitfalls

While VPA is a powerful tool, it is not infallible. Traders often encounter specific challenges when first applying

these concepts.

1. The Issue of 'Tick Volume'

In the Forex market, there is no centralized exchange, which means 'real' volume data is unavailable. Instead,

platforms provide 'Tick Volume', which measures the number of price changes per period. While not identical to

transactional volume, studies have shown a 90% correlation between tick volume and actual volume, making VPA

still highly effective in Forex, provided the trader uses a reputable data feed.

2. High Volume in Low Liquidity Environments

During pre-market or after-hours trading, volume can appear spikey and erratic. VPA is most reliable during periods

of high liquidity when the 'Smart Money' is most active. Signals generated during low-volume holidays or market

closes should be treated with extreme caution.

3. Over-Analyzing Small Timeframes

VPA works on all timeframes, but signals on the 1-minute chart are significantly noisier than those on the Daily

chart. For beginners, it is recommended to master VPA on the 4-hour and Daily charts before attempting to scalp



lower timeframes.

Synthesizing the VPA Methodology

Volume Price Analysis represents a paradigm shift for the modern trader. It moves the focus away from 'what' the

price is doing and toward 'why' it is doing it. By recognizing that every price move must be validated by volume,

traders gain a filter that protects them from the traps set by institutional players. The methodology taught by Anna

Coulling and inspired by the Wyckoff tradition emphasizes that the market is a living entity driven by the basic laws

of supply and demand.

Successfully integrating VPA involves a continuous process of observation and deduction. It requires the patience

to wait for anomalies to reveal the true intentions of the market movers and the discipline to ignore moves that lack

volume-based validation. As the financial markets become increasingly dominated by high-frequency algorithms

and institutional dominance, the ability to read the 'tape' through VPA remains one of the few enduring edges

available to the independent trader. By focusing on the relationship between effort and result, one can navigate the

complexities of any asset class—be it stocks, forex, or commodities—with a clarity that lagging indicators simply

cannot provide.

Baca Juga (Artikel Terkait)

•  A Trader's Guide to Financial Astrology: Mastering Market Cycles and Planetary Harmonics
   URL: http://alghafgolden.com/traders-guide-financial-astrology-market-cycles.pdf

•  A Technical and Socio-Economic Analysis of Regional Gaming Ecosystems: From Traditional 
Foundations to Digital Platforms

   URL: http://alghafgolden.com/technical-analysis-regional-gaming-ecosystems-evolution.pdf

•  Mastering Elliott Wave Theory: A Comprehensive Guide to the Five Waves to Financial Freedom
   URL: http://alghafgolden.com/mastering-elliott-wave-theory-guide.pdf

Tags: #Volume Price Analysis  #Anna Coulling  #Stock Trading  #Wyckoff Theory  #VPA Indicator

http://alghafgolden.com/traders-guide-financial-astrology-market-cycles.pdf
http://alghafgolden.com/technical-analysis-regional-gaming-ecosystems-evolution.pdf
http://alghafgolden.com/technical-analysis-regional-gaming-ecosystems-evolution.pdf
http://alghafgolden.com/mastering-elliott-wave-theory-guide.pdf


Page 1 of 6



Page 2 of 6



Page 3 of 6



Page 4 of 6



Page 5 of 6



Page 6 of 6


