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Disclaimer

Trading the financial markets WILL expose you to risk, and the potential loss of your
money. Trading is difficult, and can take many years to master. In fact most people
never master trading, quitting through frustration or loss of funds well before they
achieve success.

If you are not yet achieving consistent profits, then we encourage you to continue
educating yourself on the business aspects of trading, risk management, money
management and trading psychology. And NEVER RISK MONEY THAT YOU CANNOT
AFFORD TO LOSE.

The information available on our website and any of our products is GENERAL
COMMENT ONLY, for the purposes of information and education. We don't know you so
any information we provide does not take into account your individual circumstances,
and should NOT be considered advice. Before investing or trading on the basis of our
material, we encourage you to first SEEK PROFESSIONAL ADVICE with regard to
whether or not it is appropriate to your own particular financial circumstances, needs and
objectives.

We believe the information we provide is correct. However we are not liable for any loss,
claims, or damage incurred by any person, due to any errors or omissions, or as a
consequence of the use or reliance on our website or products, or any information
contained within.

U.S. Government Required Disclaimer:

Commodity Futures Trading and Options trading has large potential rewards, but also
large potential risk. You must be aware of the risks and be willing to accept them in
order to invest in the futures and options markets. Don't trade with money you can't
afford to lose. This is neither a solicitation nor an offer to Buy/Sell futures or options. No
representation is being made that any account will or is likely to achieve profits or losses
similar to those discussed on this web site. The past performance of any trading system
or methodology is not necessarily indicative of future results.

CFTC RULE 4.41 - HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE
CERTAIN LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED
RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT
BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER COMPENSATED FOR THE
IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY.
SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT
THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS
BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES
SIMILAR TO THOSE SHOWN
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Candle Definition

Crverreee I UPPER SHADOW ______________
BULLISH BEARISH
(GREEN) (RED) REAL BODY .................
CANDLE CANDLE

Q ol e O

LOWER SHADOW

Candle Properties

Colour
e The colour is generally displayed as green and red BULLISH BEARISH
candles (or white and black candles). (GREEN) (RED)
e Green candles are bullish, closing higher than the
open. CANDLE CANDLE

. Red candles are bearish, closing lower than the open.

Body Size
e The body size represents the degree to which the LARGE SMALL
bulls overcome the bears (green candle) or the bears REAL REAL
overcome the bulls (red candle).
e A large body shows increased commitment. BODY BODY

¢ A small body shows reduced commitment.

Range
e The range of the candle is the distance from the high
to the low, and represents the volatility of the price WIDE NARROW
during the trading session. RANGE RANGE

e A wide range shows increased volatility.
e A narrow range shows reduced volatility.

Shadow Location

UPPER LOWER
e Shad b th | body sh jecti f
higher prices (selling). SHADOW SHADOW
e Shadows below the real body show rejection of lower (SELUNG) (B UY|NG)

prices (buying).
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Doji Bullish / Bearish
Reversal
Description DRAGONFLY
_ DOJI DOJ|
e BULLISH or BEARISH single candle Reversal Pattern.
e The open is equal to (or almost equal to) the close,
resulting in no real body. Indecision in the market -
neither the bulls nor bears are in control.
GRAVESTONE
e The Doji can be found at the top or bottom. The DOJI
Gravestone Doji is usually found at a top reversal.
The Dragonfly Doji is usually found at a bottom
reversal.

Setup

A trending market - an uptrend for a bearish reversal, or a downtrend for a bullish reversal.

Psychology

A Doji indicates a ‘tug-of-war’ between the bulls and bears in which neither party was
dominant. Price may have been driven up and/or down from the open, but was driven back
to close equal to (or almost equal to) the opening price. This indecision in the market often
precedes a change in trend to either a sideways or a reverse direction trend.

The Gravestone Doji is more bearish, and therefore more effective at a market top. The
Dragonfly Doji is more bullish, and therefore more effective at a market bottom.

Confirmation

The price trades above the doji at a market bottom, or below the doji at a market top.

#T.Daily 31,21 31,37 3105 3111
24,65

82,65

|y :
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Shooting Star Bearish
Reversal

Description

e BEARISH single candle Reversal Pattern.
e Market gaps up to Shooting Star candle.

e Colour can be RED or GREEN.

e Upper Shadow is at least 2 times the size
of the real body.

Setup

Uptrend

Psychology

The bulls continue the uptrend by gapping the price up at the open and driving it to new
highs. The bears come back in force though and drive price back down. A red Shooting Star
is more bearish than a green Shooting Star, due to the bears ability to force the close of the

candle below the opening price.

Confirmation

The price trades below the body of the Shooting Star candle.

_DILM1 11386.0 11386,9 113813 11382.8 11128k

1112E.L
l 11122
111198
111160
I 111130
"

* 11110.F

I * 111078
- N

T l 11104.%

I I 11101.F

11095.5

! Irl -

11092.8
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Hanging Man Bearish
Reversal

e Lower Shadow is at least 2 times the size
of the real body.

Description
e BEARISH single candle Reversal Pattern.
e Market gaps up to Hanging Man candle.
e Colour can be RED or GREEN. ‘ ‘ ‘ ‘

Setup

Uptrend

Psychology

The uptrend initially appeared that it would continue strongly as the price gapped up at the
open, however the bears fought back strongly driving price convincingly lower. Although the
bulls were able to resist the downward pressure, this is only temporary. A red Hanging Man
is more bearish than a green Hanging Man, due to the bulls inability to force the close of the
candle above the opening price. The Hanging Man is not considered as bearish as the
Shooting Star, due to the fact that the bulls were able to fight back to some degree.

Confirmation

The price trades below the body of the Hanging Man candle.

HNOM,Daily 6806 68.25 67.59 6764 61.40

T £0.75
i _‘_ 60,05

+ “ * + * 53.40

I 53,70

i * i 200

] “ 57.35
l 56.65

56.00
5530
l 5460

* 53.95

T £3.25

SBF, @ 2001-2006 MetaQuotes Software Corp,
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Hammer Bullish
Reversal

Description
e BULLISH single candle Reversal Pattern.
e Market ideally gaps down to Hammer candle.
e Colour can be RED or GREEN.

e Lower Shadow is at least 2 times the size of the
real body.

Setup

Downtrend

Psychology

The bears continue the downtrend by gapping the price down at the open and driving it to
new lows. The bulls come back in force though and drive price back up. A green Hammer is
more bullish than a red Hammer, due to the bulls ability to force the close of the candle

above the opening price.

Confirmation

The price trades above the Hammer candle’s real body.

GBPUSD,MIS 1,9051 1,9070 1,5051 1,9070 LEe1l

1.5600

1.8595

: | -
" I ; lh s

18870

! 1.85EE

T I 1.8555
1.8545

27 l2006  EFIulzE2E0 27 JulE330 0 2500030 zE Jul 030 28 Jul0ZE0 28 Jul 0330 28 Jul 030 28 Ml 0530 6 WI0E:E0  Z5 0730 ZE Jul0s30 28 Jul 030
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Inverted Hammer Bullish
Reversal

Description

e BULLISH single candle Reversal Pattern.

e Market ideally gaps down to Inverted Hammer
candle.

e Colour can be RED or GREEN.

e Upper Shadow is at least 2 times the size of the
real body.

Setup

Downtrend

Psychology

The downtrend initially appeared that it would continue strongly as the price gapped down at
the open, however the bulls fought back strongly driving price convincingly higher. Although
the bears were able to resist the upward pressure, this is only temporary. A green Inverted
Hammer is more bullish than a red Inverted Hammer, due to the bear’s inability to force the
close of the candle below the opening price. The Inverted Hammer is not considered as
bullish as the Hammer, due to the fact that the bears were able to fight back to some
degree.

Confirmation

The price trades above the body of the Inverted Hammer candle.

GBPUSD,ME 1,9025 1,9026 1,3025 1,9025 1.g800

18790

* 1.8785

" -
it

Iy *
!T [ “

1.8738
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Bullish Engulfing Bullish
Reversal

Description
e BULLISH two candle Reversal Pattern.
e 1% candle has a smaller RED real body.

e 2" |onger GREEN candle completely
engulfs the first candle body.

Setup

Downtrend

Psychology

This is a very bullish reversal pattern in which the bulls inflict a rapid and decisive victory
over the bears. The downtrend continues via a red bodied candle. The opening of the next
candle ideally gaps down (continued sign of bearishness) however the bulls then drive the
price upwards to close the candle above the open of the red bodied candle. The name
‘bullish engulfing’ is due to the fact that the real body of the green candle completely engulfs
the real body of the red candle.

Confirmation

The price trades above the body of the green candle.

#SPV,Daily 130,87 130,98 130,56 130.70
107.90

105.30

* 102.65
i R -
D -l Ll

| *
' i :

h

"i. + "
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"
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Bearish Engulfing Bearish
Reversal

Description

e BEARISH two candle Reversal Pattern.

e 1% candle has a smaller GREEN real body.

e 2" |onger RED candle completely engulfs ‘ ‘

the 1% candle body. ‘

Setup
Uptrend
Psychology

This is a very bearish reversal pattern in which the bears inflict a rapid and decisive victory
over the bulls. The uptrend continues via a green bodied candle. The opening of the next
candle ideally gaps upwards (continued sign of bullishness) however the bears then drive the
price down to close the candle below the open of the green bodied candle. The name
‘bearish engulfing’ is due to the fact that the real body of the red candle completely engulfs
the real body of the green candle.

Confirmation

The price trades below the body of the red candle.

#SPV,Daily 130,87 130,98 130,56 130.70
142,35

l 141,15
. 133,95
138,75
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!
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e
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Piercing Pattern Bullish
Reversal

Description
e BULLISH two candle Reversal Pattern.

e 1% candle has a RED real body.

e 2" GREEN candle opens below, and closes
in the upper half of the 1% candle body.

Setup

Downtrend

Psychology

The downtrend continues via a red bodied candle. The opening of the next candle ideally
gaps down (continued sign of bearishness) however the bulls then drive the price back up
showing renewed strength and a potential change of trend. The bulls win the battle closing
the candle in the upper half of the red candle’s body. Note that this is not as bullish as the
bullish engulfing pattern, in which the bulls were able to drive the price higher to close
above the first candle’s real body.

Confirmation

The price trades above the real body of the green candle.

#IMTC,HL 1963 19.74 19.53 1954
18.05

* 17.90

h*

17.60

.,

A :

16.85
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Dark Cloud Cover Bearish
Reversal

Description
e BEARISH two candle Reversal Pattern.

e 1% candle has a GREEN real body.

e 2" RED candle opens above, and closes in
the lower half of the 1° candle body.

Setup

Uptrend

Psychology

The uptrend continues via a green bodied candle. The opening of the next candle ideally
gaps up (continued sign of bullishness) however the bears then drive the price back down
showing renewed strength and a potential change of trend. The bears win the battle closing
the candle in the lower half of the green candle’s body. Note that this is not as bearish as
the bearish engulfing pattern, in which the bears were able to drive the price lower to close
below the first candle’s real body.

Confirmation

The price trades below the real body of the red candle.

#HPQ,Daily 3583 36,69 35,79 36,55

2165

21.15

i 20,65
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Harami Bullish / Bearish
Reversal
Description
e BULLISH or BEARISH two candle Reversal + OR
Pattern.
e 1% candle continues the trend direction.
e 2" candle real body is contained within the 1
candle real body. This candle may be either
green or red.

Setup

A trending market - an uptrend for a bearish reversal, or a downtrend for a bullish reversal.

Psychology

Bearish Harami - Often found at a market top, the uptrend continues with the bulls driving
price higher to complete a green candle. The second candle shows indecision as the price
then stalls. Neither the bulls nor the bears are able to dominate, resulting in a small candle
of either colour contained within the first body candle. This indecision often precedes a
change to sideways congestion or a reversal of the trend.

Bullish Harami — Opposite of the above, found at a bottom reversal.
Confirmation

The price trades above the pattern for a bottom reversal, or below the pattern for a top
reversal.

#HPQ,Daily 3583 36,69 35,79 36,55
23,75

23.40

I
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Harami Cross Bullish / Bearish
Reversal
Description
e BULLISH or BEARISH two candle Reversal + OR ‘ ‘ ‘
Pattern. ‘ ‘ ‘ ‘ . _I_
e 1% candle continues the trend direction.

e 2" candle is a Doji, and is contained within the
1%t candle real body.

Setup

A trending market - an uptrend for a bearish reversal, or a downtrend for a bullish reversal.
Psychology

Bearish Harami Cross - Often found at a market top, the uptrend continues with the bulls
driving price higher to complete a green candle. The second candle shows indecision as the
price then stalls to form a doji. Neither the bulls nor the bears are able to dominate. This
indecision often precedes a change to sideways congestion or a reversal of the trend.

Bullish Harami Cross — Opposite of the above, found at a bottom reversal.

Confirmation

The price trades above the pattern for a bottom reversal, or below the pattern for a top
reversal.

HNOM,Daily 6806 68.25 67.59 6764 £3.40
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Morning Star Bullish
Reversal

Description

BULLISH three candle Reversal Pattern.

e 1% candle has a long RED real body.

e Market gaps down to 2"¢ small body candle
(either colour).

e 3" candle has a GREEN real body, ideally
gapping up from the star (2" candle).

Setup

Downtrend

Psychology

The bears continue the downtrend by forming a long red bodied candle. The gap opening
down to the second candle initially appears bearish, but the small body of the star shows a
possible loss of momentum. The bulls then re-enter the market in force, ideally gapping up
from the star, and driving price to close well within (or above) the first candle. The higher
the close, the more decisive the victory of the bulls over the bears.

Confirmation

The price trades above the body of the long green candle.
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Evening Star Bearish
Reversal

Description
e BEARISH three candle Reversal Pattern.

e 1% candle has a long GREEN real body.
e Market gaps up to 2" small body candle (either

colour). ‘ ‘
e 3" candle has a RED real body, ideally gapping ‘ ‘
down from the star (2" candle).

Setup

Uptrend

Psychology

The bulls continue the uptrend by forming a long green bodied candle. The gap opening up
to the second candle initially appears bullish, but the small body of the star shows a possible
loss of momentum. The bears then re-enter the market in force, ideally gapping down from
the star, and driving price to close well within (or below) the first candle. The lower the
close, the more decisive the victory of the bears over the bulls.

Confirmation

The price trades below the body of the long red candle.
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Tweezer Top Bearish
Reversal

Description

e BEARISH Pattern, identifying a Resistance
Level

e 2 or more candles with the HIGH point
achieving the same level.

e Candles can be either colour.

Setup

Uptrend

Psychology

The upper extreme of the shadows represents an area of resistance. Bulls were not willing to
buy above this price, so the bears returned in force to drive the price back down. The
Tweezer Top forms when two or more candle’s upper shadows form at the same level,
confirming the strength of this resistance, and the likelihood that the uptrend will either
pause or reverse to a downtrend.

Confirmation

The price trades below the level of resistance. Price trading below the body of the Tweezer
Top candles is more bearish, and likely to indicate a reversal of trend rather than a change
to consolidation.
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Tweezer Bottom Bullish
Reversal

Description

e BULLISH Pattern, identifying a Support
Level

e 2 or more candles with the LOW point
achieving the same level.

e Candles can be either colour.

Setup

Downtrend

Psychology

The lower extreme of the shadows represents an area of support. Bears were not willing to
sell below this price, so the bulls returned in force to drive the price back up. The Tweezer
Bottom forms when two or more candle’s lower shadows form at the same level, confirming
the strength of this support, and the likelihood that the downtrend will either pause or
reverse to an uptrend.

Confirmation

The price trades above the level of support. Price trading above the body of the Tweezer
Bottom candles is more bullish, and likely to indicate a reversal of trend rather than a
change to consolidation.
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Upward Gap Tasuki Bullish
Continuation

Description

e BULLISH 2 Candle Continuation Pattern ' ‘ ‘ ‘

e Uptrend gaps up to a GREEN candle.

e Followed by RED candle opening inside &
closing below the green candle’s real body. ‘ ‘ ‘

Setup

Uptrend

Psychology

An uptrend shows further strength by gapping up on the open and driving price higher to
close as a green candle. This is followed by a pause as the bears attempt to force price
down, but are unable to close the gap. Continued trading above the gap shows strength with

the bulls.

Confirmation

The price continues to trade above the gap, and preferably above the red candle’s real body.
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Downward Gap Tasuki Bearish
Continuation
Description
e BEARISH 2 Candle Continuation Pattern ‘ ‘ ‘
e Downtrend gaps down to a RED candle. ¢
e Followed by a GREEN candle opening
inside and closing above the red candle’s
real body. ‘ ‘ ‘
Setup
Downtrend
Psychology

A downtrend shows further strength by gapping down on the open and driving price lower to
close as a red candle. This is followed by a pause as the bulls attempt to force price up, but
are unable to close the gap. Continued trading below the gap shows strength with the bears.

Confirmation

The price continues to trade below the gap, and preferably below the green candle’s real
body.
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Rising Three Bullish
Continuation
Description
. BULLISH Continuation Pattern
e Long GREEN candle.
e Followed by 2 or more short candles (ideally RED),
which are contained within the body of the first green
candle.
e Followed by another long GREEN candle closing above
the 1% candle.
Setup
Uptrend
Psychology

The bulls domination of the bears is evident within the uptrend by the formation of the first
long green candle. Price then pauses, forming 2 or more small candles within the range of
the first candle. The bears are not able to force price below the low of the original candle,
and are then overcome once again by the bulls who push price upwards with a second long
green candle closing above the first candle.

Confirmation

The price trades above the body of the second long green candle.
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Falling Three Bearish
Continuation

Description

. BEARISH Continuation Pattern ‘
e Long RED candle.
e Followed by 2 or more short candles (ideally GREEN),
which are contained within the body of the first red
candle. ‘

e Followed by another long RED candle closing below
the 1% candle.

Setup

Downtrend

Psychology

The bears domination of the bulls is evident within the downtrend by the formation of the
first long red candle. Price then pauses, forming 2 or more small candles within the range of
the first candle. The bulls are not able to force price above the high of the original candle,
and are then overcome once again by the bears who push price downwards with a second
long red candle closing below the first candle.

Confirmation

The price trades below the body of the second long red candle.
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Beyond Candles...

- If you wish to explore beyond candlestick patterns,
learning to read shifting sentiment within ALL price
action, have a look at the following article series.

- Click on the links to open the first part of each article
series. The end of the webpage will contain links to
further articles.

- Advanced Candlestick Analysis (article 1 of 2):

http://www.yourtradingcoach.com/Articles-Technical-
Analysis/Advanced-Candlestick-Analysis-Part-1-of-2.html|

- Better than Candlestick Patterns (article 1 of 5):

http://www.yourtradingcoach.com/Articles-Technical-
Analysis/Better-than-Candlestick-Patterns-Part-One.html

Or Discover My Complete
Trading Strategy At:

www.YTCPriceActionTrader.com
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