
B
readth is a term applied to data
or calculations other than those
based on price — most com-
monly, comparisons of the

number of stocks rising vs. the number
falling, but also sometimes incorporating
volume. Breadth indicators are sometimes
referred to as the market’s “internals” —
implying they reflect internal strength or
weakness that might not be evident
directly in price — and many traders look
to various market breadth tools to con-
firm or discredit the existing trend.

Examples of breadth measurements
include the number advancing vs. declin-
ing stocks, advancing vs. declining vol-
ume, new highs vs. new lows, and combi-
nations of these data. Also, a number of
derivative indicators have been developed
using these numbers — various ratios,
moving averages, and oscillators based on
breadth data.

The most commonly promoted “con-
firming” application of market breadth is
for advancing stocks to outnumber
declining stocks when the market is ris-
ing, and vice versa when the market is
declining. A deviation from this pattern
— for example, declining stocks outnum-
bering advancing stocks when the market

is rising — is typically interpreted as a
sign of internal weakness in the trend.
Traders also sometimes look for specific
“divergences” between price and a breadth
indicator to indicate a turning point —
for example, price making a higher high
when the indicator makes a lower high.

Some of the most common breadth
indicators include:

• TThhee  aaddvvaannccee--ddeecclliinnee  lliinnee  ((AA--DD  lliinnee))::
A day-to-day running total of the 
number of stocks that have closed 
higher on the day (advancing) minus 
the number of stocks that have 
closed lower on the day (declining). 

• 5522--wweeeekk  hhiigghhss//lloowwss:: On a given day, 
the number of stocks making new 
52-week (one-year) highs vs. the 
number making new 52-week lows.

• TThhee  AArrmmss  IInnddeexx  ((TTRRIINN)):: The ratio of 
the number of advancing stocks to 
declining stocks divided by the ratio 
of the volume of advancing and 
declining stocks.

• TTIICCKK:: A real-time measurement of 
the difference between the number 
of upticking NYSE stocks vs. the 

number of downticking NYSE stocks 
(stocks trading at a price higher than 
the previous trade vs. those trading 
below it). “TIKI” is the symbol for 
the same indicator calculated on 
Dow Jones Industrial stocks. Many 
data services also supply the TICK 
for Nasdaq stocks.

Figure 1 shows a daily chart of the
S&P 500 index with the advance-decline
line.

The commonly ascribed roles and use-
fulness of these and any other indicators
should be viewed cautiously until you
have performed extensive research and
testing of a particular indicator applica-
tion. What indicators are supposed to do
— and what they do in isolated instances
— can be very different from what they
do over the long term. The first three arti-
cles in the “Related reading” box include
historical test results for certain breadth
indicator applications. �
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Market breadth
Breadth indicators are designed to reflect the market’s “internal” 

strength by comparing the number of rallying vs. declining stocks.

FIGURE 1: ADVANCERS VS. DECLINERS

The A-D line is a running total of the number of stocks closing higher on the
day vs. those closing lower on the day.

Source: BigCharts.com

56 www.activetradermag.com • January 2010 • ACTIVE TRADER

““Catching the market's breadth””
Active Trader, October 2008.
Detailed historical analysis of what
the market does after days when
there’s a big difference between
advancing and declining stocks.

““The 52-week high-low
difference””
Active Trader, September 2008.
Imbalances between the number of
stocks making 52-week highs vs. 52-
week lows are tested to see if they
identify market turning points.

““Indicators that work —
but not like you think””
Active Trader, June 2002.
Analysis of the advance/decline ratio
(ADR) and the Arms Index (TRIN) illus-
trate the reality of applying indicators
in the market. 

““Indicator Insight:
Advance-decline line””
Active Trader, June 2001.
A Trading Basics article describing the
advance-decline (A-D) line, a breadth
indicator designed to measure aspects
of supply and demand not always
reflected directly in price. 

““Technical Tool Insight: 
New highs/new lows””
Active Trader, March 2002.
A Trading Basics article outlining 
52-week new highs/new lows.

Related reading



 

Article copyright 2011 by Active Trader Magazine.  Reprinted from the January 2010 issue with 
permission from Active Trader Magazine. 
 
The statements and opinions expressed in this article are those of the author.  Fidelity Investments 
cannot guarantee the accuracy or completeness of any statements or data. 
 
 
601731.2.0 

 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Watkins 290 set)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <>
    /CHT <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        9
        9
        9
        9
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 9
      /MarksWeight 0.125000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




