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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?



Why Use Candlesticks?

: m
& Provides a visual picture of what is occurring. H‘-H;

« Givesvisual insightsinto others' thoughts and expectations.
& Givesvisual confirmation signals of support and resistance.
& Can visually align your thoughts with the market.

& Can visually point to potential reversal points.

« Can abar chart do this? Yes, but you can do it faster with candleg!
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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 trend, support and resistance is usel ess.

« 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 signals that 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



« Candlesticks show thesame O, H, L, C information as Western bars, but
the battle between buyersand sellersis* visually” clearer.

Open Close on
on Left Range nght

The Range of abar is the difference
between the high and the low

C 1 ‘
Range
: [ ]

Closes above the Closes below the
Open = Green Open = Red




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.
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@ Let'sfirst review most individual candles and their names to
give you a background..

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

When we are done with thisDVD, 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

11



Thelndividual Candles

DOJI — A bar with the open and close at or very near the same price -|-

Gravestone DOJI — A Doji with the open and close at the bar’s low J_

Dragon Fly DOJI — A Doji with the open and close at the bar’ s high T

Long Legged DOJI — A Doji with long upper and lower shadows +

12



Thelndividual Candles

Spinning Top — A bar with a small body and small range,
after a multi-bar move.

High Wave — A bar with a small body and wider range, after
a multi-bar move.

Hammer — A bar with a small body (red or green), long lower
tail, and small to no upper tail, after a multi-bar down move.

h

T
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Thelndividual Candles

| nverted Hammer — A bar with a small body (red or green), long
upper tail, and small to no lower tail, after a multi-bar down move.

Hangman — A bar with a small body (red or green), long
lower tail, and small to no upper tail, after a multi-bar up move.

Shooting Star — A bar with a small body (red or green), long upper L
tail, and small to no lower tail, after a multi-bar up move.

14



Let’s begin to simplify all of these prior candles.

Single Candle Questions:

« Werethe prior candles moving up or down?
« Wasthere atail on the top, bottom or both sides of the body?
« Was the body relatively small in relation to the candle range?

< Interpretation — Momentum slowed down and there may have
been an increase in buying or salling.

15



< Asyou can see, an individual TR *
candle may or may not result in a ml .l
reversal.

Long Legged DOJI
< Moreinformation 1s needed for ﬁ‘%*

them to be meaningful. \H ;é‘l
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Two-Bar Combinations

Harami Cross Bullish — A DOJI inside alarge red body. .-I-

Harami Cross Bearish — A DOJI inside a large green body. .'I'

Harami Bullish — A small green bar inside a large red body. ..

Harami Bearish — A small red bar inside a large green body. ..

17



Two-Bar Combinations Con’t

On Neck Line Bullish — A green candle that opens below the low

of a prior red candle (gap) and closes at the low of the prior candle. A.
Gaps

On Neck Line Bearish — A red candle that opens above the high V 1
of a prior green candle (gap) and closes at the high of the prior candle..

|n Neck Line Bullish — A green candle that opens below the low .

of a prior red candle (gap) and closes at the close of the prior candle.&.
Gaps

In Neck Line Bearish — A red candle that opens above the high OF.‘.

a prior green candle (gap) and closes at the close of the prior candle.

18



Two-Bar Combinations Con’t

Thrust Line Bullish — A green candle that opens below the low

of aprior red candle and closesinside the prior red candl€e’s body, .
but below the midpoint.

of a prior green candle and closesinside the prior green candle's

Thrust Line Bearish — A red candle that opens above the high ..
body, but above the midpoint.

Piercing Line Bullish — A green bar that opens below the ..
low of ared bar and closes above the midpoint of the prior bar.

Dark Cloud Cover Bearish — A red bar that opens above the .
high of a green bar and closes below the midpoint of the prior bar.
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Two-Bar Combinations Con’t

Engulfing Bullish — A larger green body engulfing l‘
a smaller red body.

Enqulfing Bearish — A larger red body engulfing a ..
smaller green body.

Separating Lines Bullish — A red candle followed by a green . Open
candle that opens (gaps) at or near the prior candle’ s open. Gap

Close

: : : Close G
Separating Lines Bearish — A green candle followed by a 7 ap
red candle that opens (gaps) at or near the prior candle' s open. .Ope”
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Let’s begin to simplify all of these prior candles.

Two Candle Combination Questions:;

« Werethe prior candles moving up or down?

« |f a gap occurred, to what degree did it fail to follow through?
« How far did the current bar retrace and close into the prior?
« Was there a complete reversal of the prior candle?

< I nterpretation — Momentum has shifted to varying degrees.

21



Two-Bar Combinations

Engulfing

lBearish

« Two-bar combinations are an improvement quJ ?

over individual candles at signaling reversals. D UM .ﬁ‘
.D

s ﬁt

% enaing
Mos| 7 fi e

I t]m*ﬂjr-“ < Now let’s ook at

. * three-bar combinations
s

Thrusting

Harami
““LineBullish = 22

Bullish



Three-Bar Combinations

Morning Star Bullish — Thefirst bar isalong red bar; the '
second gaps below the prior body; the third closes well into thefirst. 4 g

Gap

Evening Star Bearish — Thefirst bar isalong green bar; the l..

second gaps above the prior body; the third closes well into the first.

Morning/Evening DOJI Star — Replace Star with DOJI

23



Let’s begin to simplify all of these prior candles.

Three-Bar Combination Questions:

« Werethe prior candles moving up or down?
« To what degree did momentum slow and begin to shift?

« To what degree did the next candle penetrate and close into
the prior candles?

< Interpretation — Momentum slowed down, reversed and there
has been an increase in buying or selling.

24



Evening

Star

& Thethree-bar patternsare

considered more potent than

*l

I

~
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Evening
DOJI Star

Ti'lw* i‘

DOJI Star



D - Engulfing
< Not all candles

will produce a

‘WHWMW M;‘?ﬁi}?&?ﬁé

Harami Bearish

| nverted
Hammer E]
T Engulfing
Evening DE]
Doji Star [ Engulfing H% « Some would say: Candle
F\ messages occurring within a
“ FHH*H consolidation are meaningless.
« In time, you will see how they

Plercm : :
m Hammers J offer veryvaluablglnformatlon. )



Shooting Star — Separating < At times, candle patterns
é] lines have No Follow Through

Harami

Harami ** (NFT) to their suggested
earl .
Al e] H Lﬁoommegglmg.

]ﬁwifﬁﬂ oo *iq:ﬁ**ﬁﬂ“*'

but GBI Engulfing
1 Bearish
Hammer High Wave ) +
) Red b : od d “.m“i- I RBI?
« Red barsignored (RBI) an W

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



@ The basics offered a good starting point for the

Interpretation of candlesticks.

« In the next sections, we are going to look at

candlestick analysis from the Pristine point of view.

< A deeper understanding of candlestick analysis will

not only demystify them, but will also smplify their use.

28



Beyond the
Basics of
Candlesticks



o Candlestick analysisisthe ?L
HT LT

study of momentum i
| e
ul

increases and decreases, which

may lead to a pricereversal.



Common Candle Terms: Pristine Candle Terms:

Engulfing Bar, Piercing Bar, COG — These have different levels of
Dark Cloud Cover, Harami, penetration into the prior bar’srange
Thrusting Line.

NRB, NB, BT, TT — Different levels of
Doji, Star, Hammer, Hangman  slowing momentum

WRB — An increasein range or
momentum compared to recent bars.

< Terms are unimportant, each candle’'s message is.

« Do NOT assume the outcome of the current candle and or message.
« A candleis not complete until that time period ends.

« The combination of candle messages will speak to you.

31



COG REVERSAL BAR

Bullish Reversals Bearish Reversals

Pristine Tip: Whilethere are different variations, the message is
alwaysthesame! A reversal in momentum has occurred!

32



Narrow Range Bodies (NB)

< Barsin which the body of the candleis small relative to the overall length
of the candle. They may have Tails on either side of the body.

< The appearance of tails shows uncertainty in the prevailing trend of bars.

Pristine Tip: Whilethere are different variations, the message is
alwaysthe same! A slowingin momentum has occurred!

[ +
l, mﬂ \
lH] !I{llﬂ Narrow Body

Uncertainty~”" Certai nty

Narrow Bodies
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Narrowing Range Bars (NRB)

< A series of barsin which the difference between the highs and lows
IS narrowing.

Pristine Tip: Whilethere are different variations, the message is
alwaysthesame! A slowing in momentum is occurring!

‘ Narrowing - o
I o Range Bars [l
' I
- i




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 signalsareincreasingss




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.

< Prices are trending lower, the potency of thereversal signalsareincreasing. s




Topping Tail Bars(TT)

« Normal or widerangebarsin
which prices had been higher, then
supply forced prices below the mid-
point of the bar’srange.

Pristine Tip: While there are different
variations, the message is always the
same! Distribution has occurred, and
overhead Supply has been increased!

| &
Hq]” m]u

.L Topping Tails

Bottoming Tail Bars (BT)

« Normal or widerange barsin
which prices had been lower, then
demand forced prices higher above
the mid-point of the bar’s range.

Pristine Tip: Whilethere are different

variations, the message is always the
same! Accumulation has occurred, and
Supply overhead has been removed!

[ "
I

)

Bottoming Tails

@ Topping and Bottoming Tails barsthat are also a “ Range Expansion”

relative to prior bars have better odds of being an actual reversal point.
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Has A Significant Shift In Momentum Occurred?

26.10

26.00

Potency is Increasing

25.90

—

25.80
25.70 I l

L east Potent M ost Potent

25.40 I L
LA I

25.20
& 10 II Asthe size and number of candles that make

25.50

oA the reversal increase, the potency increases.
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You now have an understanding of
some of Pristine’sterms and
Interpretation of candles.

STINE.CO
TRADING UNIVERSITY

Now lets ook at Wide Range Bars
and Potent Reversals, and consider
these candles effects on emotions and

begin to think In " Candle Language.”




Wide Range Bar (WRB)

« A bar in which the candle’ s body is relatively wide compared to
the most recent bars.

« A Wide Range Bar after a period of low volatility ignites
momentum in that direction.

« A Wide Range Bar after an extended advance or decline typically
happens near the end of a move. A NB or COG signalsthe turn.

o4
+ 'whuﬁlhh WRB I gnites

|
ﬁul WRB Ends ' u ?

-|-|'
+?'!+D?T¢!i

i

1!
w it LU w\ WRB I gnites
WRB Ends ——
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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.
41



« Thelarger thereversal bar isin Potent
! Potent ' Not [é€lation totheprior bar, the more potent Not

Potent
Potent & The level or depth of retracement into
the prior candle increases potency

« Expanding range indicates Fear or Greed isincreasing and becoming extreme

« Expanding range (increased volatility) increases the odds of a reversal

Fearis Momentum is Momentum is Greedis
increasing slowing, but fear slowing, but greed increasing
IS not extreme ' IS not extreme

42



-WRB

Thisis not climactic and the
reversal is not Potent

Range Expanded followed

-. by a complete reversal,

making it very potent!

Climactic and Potent

!! +WRB
Range Expansion after low ' -WRB_ |
volatility ignites a move ! Not climactic, but Potent
'!..! I “WRB !
! 43

No fear, just slowing momentum

A retest of athislow has better

!- * odds of a larger retracement

-WRB




. « This Bottom Tail bar at (A) isalso a Range Expansion Ranade
Wide . . . g
Range and was a Wide Range Bar (-WRB) prior to completion! Expansion
Bar TT,BT

& What were traders thinking when

. the bar was forming as a -WRB, .
!..! I and then when it becamea BT? !..!
What are they

A
.-.I .--l l! !! v 7

What about the +WRB

at (B) becominga TT? -.-I ---II




Combine the Candle Messages

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

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

« A combination of these candlesin the same area will give a

stronger message of a reversal point.

« By interpreting the meaning of all recent candles combined,

the odds of successfully locating a reversal increase.

45



@ At (A), An expanding range ——
breakdown is followed by an inside

narrow range bar (Harami) ‘
@ At (B) A retest of that “area” is . .
followed by a Bottoming Tail (BT)

and Potent + COG (Morning Star)

@ Strongly suggests a move higher

@ AT (C), Narrowing Range Bars
(NR) are followed by a gap down
and move lower

.I.. ". Q At (D), aretest of theareais

followed by a minor gap lower and

Potent —COG suggests a move lower
“WRB Retest

Breakdown
A NB

+WRB
46




« Notice how momentum Increases
and decreases in a controlled manner.

« Thecandlesdo not “run” higher

building into a climatic + WRB. Hhi

Potent?

HHMW

Thiswasa-WRB
prior to completion?

Potent?



ThisisNot howyou | |NB___Potent three-bar combination!

want a BO to close—
-WRB

Traders buy breakouts (BO).
A return back to a BO point is negative.

COG Momentum Slows . Y I

T J;

Momentum Slows é] +

NBs RE *ﬂ]T Il-l' *.
1 Expanding range break

Traders sall break downs (BD). down isfollowed by a
A return back to the BD point is negative. very potent + COG

|

=

M omentum Slows




Range and
bodies contract <@ Asfear and greed decrease, ranges and/or

bodies contract
[]H]w < When and where this occursiskey HJJFT

@ Asfear and greed increase, ranges expand 4]

Range expands after contraction

MW ’I/\ il

Range expands after

multiple barsin one direction *d] D | |j

Range and
bodies contract = I
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« Asyou can see, it Is possible to understand what candles are
saying without knowing their various names and patterns.

« Remembering candle pattern names does not equate to using
them successfully, but there is so much focus on them.

« |f you remember the patterns, fine; but you now seethereisa
much easier, and better way.

« The use of candles can not guarantee a successful trade, but
this deeper understanding gives much greater odds of success.



« At this point, you have a great start to using candles. Now, it’s

up to you to work with the material and make it yours.

« You should be able to analyze candle patterns objectively and

make intelligent trading decisions.

« Defining an opportunity, where the odds are in your favor, then

having the discipline to follow your trading and money

management rulesis all that you can do.

In closing, we at Pristine wish you great success!
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