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Cutting Through the Candlestick Hype

@ Thesignalson a bar chart are the same asa candle

chart ﬁﬁ. $*+—‘

& Those signalswill be seen at the sametime and are
no morereliable than those of a bar chart.

& Theuse of indicatorswill not increase thereiability
of candles. +

& There are no advanced candlestick patterns, but there is a deeper
understanding of price movements and that isthe focus of The
Pristine Method®.

@ S0, why use candle charts at all?



© They provide a visual picture of what is occurring. Qm.um

© They give visual insightsinto others’ thoughts and expectations.
« They give visual confirmation signals of support and resistance.
& They can visually align your thoughts with the market.

& They can visually point to potential reversal points.
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« Proper trading is said to be proper thinking, but how do we know
what to think?

Candle Lanquage Produces Thoughts

< Pattern recognition isarecurring arrangement of price bars that
suggests the future movement of prices, which guides our thougnhts.

< These patterns communicate how traders have acted and what their
beliefs (expectations) are in that time frame, at the moment.

< Candles provide a picture of those expectations on an ongoing basis.

< Those pictures speak to usin “Candle Language’ and arethe basis
for our continuous thoughts and trading decisions. 6



Miscellaneous Thoughts on Candlesticks

< Attempting to define the accuracy of candle names or patterns
without considering the overall pattern is useless and misleading.

« Thereare aleast 50 different candle patterns, bullish and bearish.
Some memorize them, but you will see thisis completely unnecessary.

« While candles are very good at visually showing reversal signals,
the signalsthat do not work are often the most powerful!

« All that isneeded isa chart of price bars-- all elseissecondary.

< While other analysis tools may add additional information, they can
only follow existing price action. 7



Candlestick
Basics & Beyond
Review



Candle Bars
m =2

<@ The candle body is the difference between the open and the closing prices.

@ The part on either side of the body is called a Shadow, Wick or Tail.



« Let'sfirst review some individual candles and their names to
make sure you have the background. SeeIntro to candles.

« Remembering their names is unnecessary because that will
not help you use candles or understand their meaning!

When we are done, not only will you understand what candles
are saying, you will also:

« Have a objective method of knowing when to enter
< Know whereto place a stop

« Know how to monitor a position oncein it

10



Sell Setup

Bearish Doji Star

3or morebarsup | Gapped up, and opened and
in downtrend. closed at the same price.

Bearish Star

Gapped up, closing under open,

leaving a small real body.

tail, near

Bearish Hangman

Narrow range body with topping

higher end of prior bar.

Bearish Shooting Star
Narrow range body with
topping tail, near higher
end of prior bar.

Bearish Harami
Opened near theprior
bar’sclose, rose and fell
during the day, closing
with small real body.

Bearish Thrust
Gapped up and
closed down lessthan
half way into the
prior bar’srange.

Bearish Piercing
Gapped up and
closed down over Y2
intotheprior bar’s
range.

Bearish Enqulfing
Gapped up and fell
down to engulf the
entireprior bar’sreal
body.

< Pricesaretrending higher, the potency of thereversal signalsareincreasing. 1,




Buy Setup
3or morebars

down in uptrend.

Bullish Doji Star

Gapped down, and opened
and closed at the same price.

Bullish Star
Gapped down, closing over open,
leaving a small real body.

Bullish Inverted Hammer

Narrow range body with topping
tail, near lower end of prior bar.

|
|

Bullish Hammer
Narrow range body with

bottom tail, near lower end

of prior bar.

Bullish Harami
Opened near theprior
bar’sclose, fell and rose
during theday, closing
with small real body.

Bullish Thrust
Gapped down and
closed up lessthan
half way into the
prior bar’srange.

Bullish Piercing
Gapped down and
closed over %2into
the prior bar’srange.

Bullish Enqulfing
Gapped down and rose
up to engulf the entire
prior bar’sreal body.

< Pricesaretrending lower, the potency of thereversal signalsareincreasing. i,




« Thelevel of accumulation and
distribution will be seen through
candles displaying shifts Ly E]
_ J8aTT +i+
INn momentum. H
| i

« Those shifts take on various forms.
Your job Isto recognize them and
assess the odds of follow through.



Narrow Wide Range Range
' Range Range Expansion Expansion

« A Narrow Range bar can indicate that momentum has slowed or that volatility is low.

« A WRB or RE bar displays commitment and emotion.

< A Wide Range Bar (WRB) is a Range Expansion (RE) by definition.

« A Bottom Tail (BT) or Top Tail (TT) may or may not be a Range Expansion (RE) bar.

« A WRB is an indication that momentum may soon slow or end an existing move.

« A WRB Breakout or Breakdown, after a consolidation, ignites a move in that direction.
14



lines No Follow Through (NFT) to
Harami their suggested meaning.

ﬁ Beariﬁh:m *”] I hﬁw' -
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Shooting Star _,é] S—— « At times, candle patterns have

but GBI Engulfing
1 Bearish
Hammer High Wave R +
| “. [;]H, RBI?
« Red barsignored (RBI) and iﬁ,

- Engulf +
Gregn barsignored (GBI) can el *‘**Tﬁ
provide powerful messages! D



« A signal bar, two-bar or three-bar candle pattern can point

you to high probability reversal points, but ....

< By interpreting the meaning of all recent candles combined,

the odds of successfully locating a reversal increase.

« We will now consider the trend of current bars, support,

resistance, volume, and a monitoring technique.

16



Support and
Resistance
Basics



« Candlestick analysisis a powerful tool that
becomes more powerful with the additional
understanding of Support and Resistance.

« Thisintroduction to Pristine s systematic
approach to analyzing Support and
Resistance will give you a real advantage!

L et’stake a look!

18



What 1s Support and Resistance?

2 Prior highsand lows Theonly “real” support or
resistanceisprice.
& Overlapping price bars (e.g., a base)

& An unfilled gap between price bars

Subjective Support and Resistance

& Trading Bands or Envelopes

@ Fibonacci Retracements o
These tools are subjective and unnecessary

< Moving Averages when you understand what isreal.
< Trendlines

19



Basic Support — Resistance

& Thefirst reference of support isa prior candle’ slow, so a bearisnh

candle' s low must be violated to confirm a bearish signal.

< If that bearish candl€’ s high is overcome on a closing basisfirst,
the signal has been negated.

& The number of bars making up prior support or resistance will
suggest the odds of overcoming or not overcoming that area.

« Prior highs, lows, and gaps are focal points of potential reversals.

20



TheOpen =Beginning S/ D The L ow = Demand, Support

TheHigh = Supply, TheClose=EndingS/D
Resistance
The Body = The difference between the open and close, which isthe

degree by which the battle between Bulls and Bear s has been won or lost

High=—"
« Body «—— Body
Open Close

Low= —» Low=——

Demand Demand

2 Theclosing price within the range of a candle is a measurement
of the strength of the bullsor bearsin that period. »



Thefirst point of support isthe prior bar’slow.
Thefirst point of resistance isthe prior bar’s high.

The second point of support or resistance isa Pivot Point.

New First Resistance

First Resistance -

" -ﬂ LA

Pivot Low

Flrst Support

22



Multiple bars or congestion isa significant area of Resistance or Support.

They form rounding or square formations within a trend.

One-to-three barsreversals are less significant.

- ReS| stance I
- AE Support
on gestl on

Congestlonl
Thisisnot support
until thereisa close
decisively above it.

Con gestl on




<@ Gaps are considered support or resistance g
reversal points, but it isnot that smple. BTMH ;

@ Prices pull back into the gap with Jr

several bars and form a potent + COG. i Jr D

This pattern suggests a reversal. T L
Hﬁ ﬁ Jg[h %H;I* GAP Potent+ COG
W

I

T
-H * caP | I|
*L?Hu %-Tﬁﬂ ™ & Prices exploded into the gap

with a + WRB suggesting
continuation, not areversal.
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« Three or more bars moving into a Gap, followed by
slowing momentum, sets up up a high-oddstradeeﬁéJ

:
ﬁﬁ]l lﬂﬁl;wlﬁl %GAP l[ﬂy Expanding
i- ﬂ | Il 2 Oneor two bars

H]* HT moving into a Gap on
* GAP bl —qu expanding momentum

« Read the candles as they form

suggests continuation.

25
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support (A), it becomes less significant.

« That sideways movement (B), once broken

li‘ ﬂ”

becomes an area of supply to push priceslower. T .
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@ Support and Resistance

are areas, not exact points. H‘IHJ{

“ & Bullish new low reversal!

l*i- l* | o

above the
prlor high

@ Thisfall leaves no congestion.

@ Theretest pattern creates an
area of support.

i I
-_-

a'*

&-*
i ‘l | Congestlon ‘
l 'w BT breaksthe lows. I
The BT at itslowest
point was a \\WRB! Retest

Sllght new low! 27



TPM coverstrend quality and _ _
trend reversalsextensivdly @ Thisreversal isvery

, 'l /s| gnificant and potent.
sroken « The breakout above
I the prior high was

‘ *  completely reversed.

=7

> 3
I then move to pivot reversal points ; I*
L
it

e N *n

2l
* %
' *
& Track prior highs*1s resistance, [] !'

when they form as 2" resistance.

& Stay objective about the trend!

28



Ask These Questions When Analyzing Support and Resistance;

< Isit two bars or multiple bars of congestion?

< What isthe distance between Support and Resistance?

@ Hasthere been a break and/or close above/below a prior bar’s high/low?
@ Hasthere been aretest and/or break of a prior pivot high/low?

<@ Arethere any unfilled gaps that prices are moving towards?

« What type of candles form as prices move towards support or resistance?

« Objectively reading Support and Resistance is the key to chart reading. .



Bar-by-Bar
Analysis or
Candle-by-Candle



Candles and Price Patterns Produce Thoughts

& Once you have learned a candle pattern that suggests a future
result, it produces expectations for that result.

& Expectations potentially lead to failure when it comes to technical
trading if they are not kept in alignment with current patterns.

& Without a method to update new information as it occurs, your
expectations of the past will keep you there!

& Bar-by-Bar Analysisisa Pristine tool that keeps you in the present.

31



Each Candle Produces New Thoughts!

& Whereisthenext O, H, L and C in relation to the prior candle?

& Oncethe current candle is complete, what does it communicate?

& Does it confirm or contradict the prior candle or candles message?

@ Did that candle break and/or close beyond a prior high or low?

« After each candle forms, ask yourself: “Isthis confirmation of the
prior bar or bars; isit weak or did it even negate it completely?”

32



« What does this two-bar pattern suggest?
« Whereis support?

< Whereisresistance?

« What are the expectations of traders?
« What would confirm those expectations?
< What would change those expectations?

« What would change those expectations to
a lesser degree, but still affect them?

33



@ Consider all of the marksto the
right of the bar asthe point where
the next bar’ s opening price was.

< What would the various points
of opening suggest?

« How would these various points
of opening affect expectations?

< Might any of the openings bring
about an action by traders?



<« Now consider all of the marksto the
right of the bar as the point where the
next bar’s closing price was.

< What would the various points of
closing suggest?

« Thestronger the close, the greater the
odds of follow through (continuation).

« Can you see how different bars will
*“gpeak” to uswithout thinking about
specific candle patterns and names?

35



« Can you see how various combinations of opens and
closes “ speak” to us about ours and others’ expectations!

Go Baby! It gapped down near |t opened ok, but cl osed
the prior low and under the prior low, and
then closed under |tl at the low of the day!




Retest of prior high 1T
| © Momentum begins to Slow

E;%.A- in the area of the prior high.

|
* H; « A Narrow Body (NB) was
followed by a Topping Tail
' T (TT) candle, but a prior low
l has not been overcome.
+WRB
v % © The message is that price
- A might move lower

@ Thethird reversal at (A), was the most significant.

< It formed a +WRB candle (B) and closed above the
prior highs.



& A Topping Tail (TT) aloneisnot a

reason to take a short position, even i qﬁ'
with prior resistance. A m S

“ Asyou can see, acandle’s mes&ageéf T Jl 4-

can be ignored compl etely!\
@ It was not confirmed by trading™ [| © At A, momentum slows, but a prior
below the TT low either. TT bar’slow Is hot overcome.

TT
UI L « At B, a moveto a new high closed back

ﬁ;' I Qﬁ--\_ Inside the range with a NB = Weakness.

vﬂl H Thetrend is sideways and may move
lower, but we need more information.

@ At C, thefirst break and close below a
prior pivot low occurs.

\ 4
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@ At D, thecandle scloseisjust less =

than Y2 way into the red bar. Mark the B oo qj-L

low after the next HL bar. A m H[f F
| | Ll C

© AtE, aTop Tail formsin theareq T D

of the prior failed new high at (B).
This confirmsthe resistance at B.

ﬂl

-

.L < At F, a potent engulfing candle
Qﬁ.'\' confirms resistance.

« The messageisthat sellingis
Increasing, but thereisno signal to trade.

vj{ﬁl H @ Let the candles guide your thoughts,

i not your wishes or fears. .

ﬁ¢¢I



As You Look at a Candlestick Chart, Ask These Questions:

« Whereisthe open in relation to the prior close?

« Whereistheclosein relation to the open and prior close?

« Aretheretails? How long are they and what do they suggest?
« What was the depth of penetration into the prior candle body?
« Ismomentum increasing or decreasing?

« Were your expectations validated or isthere now uncertainty?

« Never think beyond the current candle.

40



Volume and
Multiple Time
Frames



General Volume Principles

« An expansion in volume should be accompanied by an
expansion in the candle body range.

« An expansion in volume accompanied by a contraction in the
candle body range may indicate a turning point.

« Price movements with the trend ideally occur on increasing
volume.

« Price movements against the trend ideally occur on decreasing
volume.

« Whilethese guidelines are the ideal, prices can move in the
direction suggested by candles without the above volume Criteria}l.2



Range expansion I + [108.00
BT formson lower on high volume
high volume NB forms on e
.~. lower volume I *'T
]
'T-!-' J(* \/+ 104.00
| * w !* Small bodiesform ~ |192-00
on high volume
T 100.00
RBI —NFT!—> l
o vl _ 98.00
'gh volume Break of a prior low!
* at support! \_
* "S- ¢ 50M
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@ Volume can be a helpful addition, but price
tells you what is happening and when to act.

*WT

<@ Volume is secondary

Narrow Body (NB)
on high volume

Bottom Tail (BT)

forms on high volume

I:‘:'l-':.'ll':'ll!. el =L L L"\-'-H:lll'\]l.

&
i

¥*

Ih—w

|
}
II I'I'.I.I'+I -‘—Potentreversal

J L

/

Potent reversal forms
on higher volume

forms on high
volume

Llﬂ.l]l]
[6.00
94.00
[2.00
[0.00
58.00

b6.00
g4.00

B5.2.00

**—%

*

23
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« Volumeis secondary to price and is never areason to enter a
trade by itself.

« If volume confirms price action, that is all well and good, but if
price action changes from the prior signal, do not ignoreit.

« At times, volume may be an early indication of a trend change
In price. Wait for that price change to occur before acting!

« At times, price can and will make significant moves without the
“Ideal” volume characteristics.

« Remember .... Priceisking — everything else is secondary!

45



Multiple
Time Frames



< Using too many time frames typically leads to confusion.

« Onceyou have formed a bias from a longer time frame and
have candle confirmation in the shorter, place the trade.

« Thetime frame being used must be in alignment with your
money management guidelines.

< Whatever the time frame you are using, the candle patterns
arerelevant, in that time. Do not second guess them.

« Changing time framesto stay in atrade isone of Pristine's
Seven Deadly Sins;, maybe the most deadly.

« Thereisno such thing as a perfect time frame!

47



Narrow Body (NB) at

TMWIHT”eSiStance, while extended

I

Daily

Zopyright @ 2004 cZignal.

13 20 27 3 10 18 2 N

7

18.00

17.50

17.00

16.30

16.00

15.50

15.00

14.50

14.00

A breakout resultsin a —>*m

complete reversal that Dl[ﬁm ] W'
Iy

trades under support.

Traders are caught
long

jumiﬁiﬁ

Copyright @ 2004 «Zignal.

| ntra-day

17.40

17.20

17.00

16.80

16.60

16.40

16.20

16.00

15.50

02/04 0207 0208

15.60

< Develop your biasfromthe candle < The candle patternsin both time
frames are suggesting a pull back.

pattern on a longer time frame.

< Then move to the shorter.

< Now assess the reward-to-risk.
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599.00

ll Asecond TT

Mﬂﬁ candleformsthat  ps.oo
closes under the

lm h— 97.00

prior candle’slow
06.00

' ) _ k. s g
< > &
W
T + Eﬁ D T 94.00
é * J] 93.00
Dail I JJ i [j 92.00
Copyright & 22'3;'4 Signal. 3 o 18 24 3 f

1

JJLDPotent — COG followed
+ by TT candles on each
w & attempt to move higher.

Copyright @ 2004 cZignal.

- -WRB breakdown

*[junwl/*
M mﬁﬁ’hm'

)

I,

| ntra-day T

0Z2104

0207 0208 02109

05.00

04.50

04.00

03.50

93.00

02.50

< Develop your bias from the candle © Do the candlesin the intra-day time

pattern on a longer time frame.

< Then move to the shorter.

frame being viewed show a candle

pattern that confirmsthe longer?
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CandlesiIn
Action



« We have covered many concepts
from the basics of candlesto an
advanced method of monitoring
bar-by-bar analysis.

« Let’sreview some of those
concepts together.



++|
1 | v Traders got caught
‘ ITl ‘ trying to play an
X ‘ ‘ |m ‘” | oversold bounce!
i

+lﬁ' YI Prices begin falling !M "m »"‘

Range Expands +7 l

Copyright @ 2004 «Zignal.

Momentum slows

I

6,25

46,20

A6.15

46,10

A6.05

A6.00

45.95

45,90

45.85

45,80

45,75

45,70

A45.65

45,60

13:00 13:30 14:00 14:30 15:00

A5 A&

Retest and Potent Reversal
|
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‘T JFI.J,,lT"! l

‘\T

Range Expands,
Fear isincreasing!

J—
T
H i INW

Momentum Slow:

Stops are taken out followed
by an immediate reversal!

Copyright @ 2004 cZignal.

TT & Potent Reversal

T'y-

10340
10330
10320
10310

10300

Wl."ﬂn,*

10290

THLTT‘

10280

!
"
l l“ +COG
}[' ~—Range
T "l i Expanding BT!

NL!

10270

10260

Thereversal bar closes near
the high of the red bar’ s body

15:30 16:00 09:30

10:00 10:30 11:00
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ANB (red TT), Hindicates slowing

Retest and Reversal (R&R)

Reversal Bar

Short under the low,

i momentum after a multiple bar move I'/Potent, Decisive

“'*' ‘Hm i

-WRB after low vol atility
ignites the move lower —

Short breakdown or under
the low of the -WRB, stop
above the high

Stop above the high

Void '

Copyright @ 2004 =Zignal.

”*\Q. ‘lm

RE and Reversal

15:00 15:30 16:00

09:30 10:00

10:30

26500

56450

26400

36350

36300

26250

36200

26150

36100

26050

56000

25950



& Focus on the message of Candle Language, not the money.

@ If you focus on the money, odds are you will not see the patterns.

& Once a pattern is complete and a position has been taken, monitor

bar-by-bar. Thiswill keep you objective and in the present.

< Trading is not about predicting; it is about recognizing what Is

occurring in the moment, then accepting change as it happens.
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A Few Words On | ndicators

« They are a derivative of price action, which cannot provide
more accurate or timely information than price.

« They are useful tools for computersto search price action.

« |f you can read the message communicated by candlesin the
moment, you will not need indicators.

« If indicators take up more space on your chart than price,
hopefully the education learned here will enable you to change.



« ThisDVD isa great start to understanding price action.

« If you have not taken a Pristine Seminar, consider it.

« Success in anything comes from education, then practice.

« Then focus on the development of your Trading Plan.

« We will be happy to assist you further in order to help you

achieve the financial goals you have set for yourself.
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