PRICE CHARTS


Price charts are viewed by technicians in different ways to unfold the mysteries of the market movements.  


Some use  BAR CHARTS which until recently has been taken over by the more popularized   JAPANESE  CANDLESTICK

CHARTS.

There is also the simple line chart and also the point and figure charts.  I will be using the Japanese Candlestick chart patterns to illustrate my examples.


The Japanese Candlesticks give us clues as to the opening price of the financial instrument for that particular day.  We also have data for the high, low and close for the day.  We can also look at the chart patterns one dimension higher, on a weekly basis or even higher on a monthly basis.  Day traders look a charts on a minute, 15 minute,  30 minute and 60 minute basis.

The Open, High, Low, Close gives us clues to the trading mood for that particular period.  At which price was the stock at a climatic high and at which price was the price at depressed lows.  Where did the price close at?  Did the Bulls or the Bears win?


Japanese Candlestick Charts have many signs and patterns which gives an astute trader clues as to what is happening in the market place.  A good source of reference is the book written by Steve Neison called “Japanese Candlesticks Charting.”


Once we have figured out the market’s mood by price patterns and volume, we would be able to form at least our own opinion of the

market and make a simple trading decision.


Below is an illustration of individual Candlestick bars showing you how they look in a chart diagram and  a typical

candlestick chart showing some chart patterns which “technicians”

look for in making their trading decisions.  
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Some of the common patterns in Japanese Candlestick charting.



A hammer pattern is one which has a small body and a long shadow.  This pattern is significant when it occurs at market bottoms.   

The price opens and falls rapidly creating panic but eventually buyers begin to appear near the end and push prices back to near the opening

prices.  Prices may eventually close slightly on the positive or negative side but what is important is that prices recovered to nearly or all its loses by the end.  A simple illustration is shown below.



A hangman pattern occurs at market peaks instead of bottoms.

What happens in this incident is that the market opens and may rise slightly or then begin to fall rapidly.  But by the end of the trading session,

prices recover towards the close thus creating a long shadow or tail with a small body on top.  What this signifies is that at the market peak, sellers began to appear to take profits.  Short Sellers also have appeared and pushing down prices to trigger a sell off thus creating the rapid fall.

By the end of the day the short sellers will need to cover their positions and buy back the stock thus pushing prices up.  This may also be accompanied by bargain hunters who feel the bull run is not over yet.

This is a bearish pattern and possibly a further confirmation will be needed

by the following day’s pattern to execute a trading position.


A shooting star pattern also occurs at market peaks.  What happens here is very interesting.  At the most euphoric and climatic session prices open and thrust their way up rapidly but then a wave of sellers appear and begin selling to take profits. By the day end, prices have given back nearly all its gains and may have closed slightly on the negative or positive note.  We end up seeing a small body with a long shadow pointing up.  Some traders look at this pattern as a bearish one and begin to exit the market.  But what one should do is to wait for the next trading session to get a down (negative)  day confirmation to exit the market. 




Bearish Dark Cloud Cover   This pattern tells us that after a day of gains

as indicated by the long white candle,  the market begins to take profit and falls.  It begins to turn bearish when prices fall and close more than 50% of the previous days gain as shown by the diagram.


Bullish Piercing Pattern   
This pattern is similar to the bearish dark cloud cover but only the opposite.  The market falls thus creating a dark

negative candle.  The following session is accompanied by buyers entering

the market an pushing prices up by more than 50% of the previous days fall thus creating a bullish enviroment.



Bullish Engulfing Pattern
This pattern occurs when the current candle

overwhelmingly overshadows the previous day’s candle.  What it means is that the previous days complete movement, from the day’s low to the day’s high has been overshadowed by the current day’s candle.  All losses

have been resolved and the market has reversed to strength.  This significant movement at market bottoms can be a good indicator or sign of a trend reversal but may not be important in a sideways range trading market.




Bearish Engulfing Pattern
Again this pattern is the inverse to the Bullish Engulfing Pattern.  At market tops, a pattern like this can likely

confirm that the uptrend may be close to an end.  During a sideways trading market, this pattern to me does not signify much as it is created by

the day traders.
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The above are only a few but important patterns that I use to find clues to the nature of the market.  Further reading is required after mastering the basics.

OPEN





CLOSE





CLOSE





OPEN





� EMBED MetaStock.Chart  ���












































_967982490.bin

